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Finance (No.2) Act 1987
1987 CHAPTER 51

PART I

INCOME TAX, CORPORATION TAX AND CAPITAL GAINS TAX

CHAPTER IV

CAPITAL GAINS

Miscellaneous

81 Commodity and financial futures and options.

(1) In section 72 of the Finance Act 1985 (commodity and financial futures and traded
options) in subsection (1) for the words “traded options” and “traded option” there
shall be substituted respectively “qualifying options” and “qualifying option”.

(2) In subsection (2) of that section, for paragraph (b) (definition of “traded option”) there
shall be substituted—

“(b) “qualifying option” means a traded option or financial option as
defined in section 137(9) of that Act.”

(3) After that subsection there shall be inserted the following subsections—

“(2A) Notwithstanding the provisions of subsection (2)(a) above, where, otherwise
than in the course of dealing on a recognised futures exchange, within the
meaning of the principal Act,—

(a) an authorised person or listed institution enters into a commodity or
financial futures contract with another person, or

(b) the outstanding obligations under a commodity or financial futures
contract to which an authorised person or listed institution is a party
are brought to an end by a further contract between the parties to the
futures contract,
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then, except in so far as any gain or loss arising to any person from that
transaction arises in the course of a trade, that gain or loss shall be regarded
for the purposes of subsection (1) above as arising to him in the course of
dealing in commodity or financial futures.

(2B) In subsection (2A) above—
“authorised person” has the same meaning as in the Financial

Services Act 1986, and
“listed institution” has the same meaning as in section 43 of that

Act.”

(4) In subsection (4) of section 137 of the Capital Gains Tax Act 1979 (options
and forfeited deposits) for paragraph (aa) there shall be substituted the following
paragraph—

“(aa) a traded option or financial option, or”.

(5) For subsection (9) of section 137 of the Capital Gains Tax Act 1979 (definitions) there
shall be substituted the following subsections—

“(9) In subsection (4) above and sections 138 and 139 below—
(a) “quoted option” means an option which, at the time of the

abandonment or other disposal, is quoted on a recognised stock
exchange;

(b) “traded option” means an option which, at the time of the
abandonment or other disposal, is quoted on a recognised stock
exchange or a recognised futures exchange; and

(c) “financial option” means an option which is not a traded option, as
defined in paragraph (b) above, but which, subject to subsection (10)
below,—

(i) relates to currency, shares, securities or an interest rate and
is granted (otherwise than as agent) by a member of a
recognised stock exchange, by an authorised person within
the meaning of the Financial Services Act 1986 or by a listed
institution within the meaning of section 43 of that Act; or

(ii) relates to shares or securities which are dealt in on a
recognised stock exchange and is granted by a member of
such an exchange, acting as agent; or

(iii) relates to currency, shares, securities or an interest rate and
is granted to such an authorised person or institution as is
referred to in sub-paragraph (i) above and concurrently and in
association with an option falling within that sub-paragraph
which is granted by that authorised person or institution to
the grantor of the first-mentioned option; or

(iv) relates to shares or securities which are dealt in on a
recognised stock exchange and is granted to a member of
such an exchange, including such a member acting as agent;

and in this subsection “recognised stock exchange” has the meaning given by
section 535 of the Taxes Act.

(10) If the Treasury by order so provide, an option of a description specified
in the order shall be taken to be within the definition of “financial option”
in subsection (9)(c) above; and the power to make an order under this



Finance (No.2) Act 1987 (c. 51)
PART I – Income Tax, Corporation Tax and Capital Gains Tax
CHAPTER IV – Capital Gains
Document Generated: 2024-06-06

3

Status:  This is the original version (as it was originally enacted).

subsection shall be exercisable by statutory instrument which shall be subject
to annulment in pursuance of a resolution of the House of Commons.”

(6) In subsection (1) of section 138 of the Capital Gains Tax Act 1979 (application of
rules as to wasting assets) for paragraph (aa) there shall be substituted the following
paragraph—

“(aa) to a traded option or financial option, or”.

(7) In subsection (4) of section 138 of the Capital Gains Tax Act 1979 (definitions for
the purpose of that section) for paragraph (a) there shall be substituted the following
paragraph—

“(a) “financial option”, “quoted option” and “traded option” have the
meaning given by section 137(9) above, and”.

(8) This section shall come into force on such day as the Treasury may by order made by
statutory instrument appoint.


