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Finance Act 1986
1986 CHAPTER 41

PART IV

STAMP DUTY RESERVE TAX

The principal charge

[F189B Section 87: exceptions for stock lending and collateral security arrangements.

(1) Where a person (P) has contracted to sell chargeable securities of a particular kind
in the ordinary course of his business as a market maker in chargeable securities of
that kind and, to enable him to fulfil the contract, he enters into an arrangement under
which—

(a) another person (Q) is to transfer chargeable securities to P or his nominee, and
(b) in return, chargeable securities of the same kind and amount are to be

transferred (whether or not by P or his nominee) to Q or his nominee,
section 87 above shall not apply as regards an agreement to transfer chargeable
securities which is made for the purpose of performing the obligation to transfer
chargeable securities described in paragraph (a) or (b) above.

(2) Where the arrangement mentioned in subsection (1) above is also one under which—
(a) an amount of chargeable securities of some other kind is to be transferred by

P or his nominee to Q or his nominee by way of security for the performance
of the obligation described in paragraph (b) of that subsection, and

(b) on performance of that obligation, the securities mentioned in paragraph (a)
above, or chargeable securities of the same kind and amount as those
securities, are to be transferred to P or his nominee,

section 87 above shall also not apply as regards an agreement to transfer chargeable
securities which is made for the purpose of performing the obligation to transfer
chargeable securities described in paragraph (a) or (b) above.

(3) Where, to enable Q to make the transfer to P or his nominee which is mentioned in
paragraph (a) of subsection (1) above, Q enters into an arrangement under which—
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(a) another person (R) is to transfer chargeable securities to Q or his nominee, and
(b) in return, chargeable securities of the same kind and amount are to be

transferred (whether or not by Q or his nominee) to R or his nominee,
section 87 above shall not apply as regards an agreement to transfer chargeable
securities which is made for the purpose of performing the obligation to transfer
chargeable securities described in paragraph (a) or (b) above.

(4) Where the arrangement mentioned in subsection (3) above is also one under which—
(a) an amount of chargeable securities of some other kind is to be transferred by

Q or his nominee to R or his nominee by way of security for the performance
of the obligation described in paragraph (b) of that subsection, and

(b) on performance of that obligation, the securities mentioned in paragraph (a)
above, or chargeable securities of the same kind and amount as those
securities, are to be transferred to Q or his nominee,

section 87 above shall also not apply as regards an agreement to transfer chargeable
securities which is made for the purpose of performing the obligation to transfer
chargeable securities described in paragraph (a) or (b) above.

(5) For the purposes of this section a person is a market maker in chargeable securities
of a particular kind if he—

(a) holds himself out at all normal times in compliance with the rules of The Stock
Exchange as willing to buy and sell chargeable securities of that kind at a price
specified by him, and

(b) is recognised as doing so by The Stock Exchange.

(6) The Treasury may by regulations provide that for subsection (5) above (as it has
effect for the time being) there shall be substituted a subsection containing a different
definition of a market maker for the purposes of this section.

(7) Regulations under subsection (6) above shall apply in relation to any agreement to
transfer chargeable securities in pursuance of an arrangement entered into on or after
such day after 1st July 1996 as is specified in the regulations.

(8) The power to make regulations under subsection (6) above shall be exercisable by
statutory instrument subject to annulment in pursuance of a resolution of the House
of Commons.]

Textual Amendments
F1 S. 89B inserted (with effect as mentioned in s. 191(2) of the amending Act) by Finance Act 1996
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