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Taxation of Chargeable Gains Act 1992

1992 CHAPTER 12

PART V

TRANSFER OF BUSINESS ASSETS["', ENTREPRENEURS' RELIEF AND INVESTORS' RELIEF]

CHAPTER 1

[F*TRANSFER OF BUSINESS ASSETS:] GENERAL PROVISIONS
Transfer of business to a company

162 Roll-over relief on transfer of business.

(1) This section shall apply for the purposes of this Act where a person who is not a
company transfers to a company a business as a going concern, together with the whole
assets of the business, or together with the whole of those assets other than cash, and
the business is so transferred wholly or partly in exchange for shares issued by the
company to the person transferring the business.

Any shares so received by the transferor in exchange for the business are referred to
below as “the new assets”.

(2) The amount determined under subsection (4) below shall be deducted from the
aggregate of the chargeable gains less allowable losses (“the amount of the gain on
the old assets™).

(3) For the purpose of computing any chargeable gain accruing on the disposal of any
new asset—
(a) the amount determined under subsection (4) below shall be apportioned
between the new assets as a whole, and
(b) the sums allowable as a deduction under section 38(1)(a) shall be reduced by
the amount apportioned to the new asset under paragraph (a) above;
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and if the shares which comprise the new assets are not all of the same class, the
apportionment between the shares under paragraph (a) above shall be in accordance
with their market values at the time they were acquired by the transferor.

(4) The amount referred to in subsections (2) and (3)(a) above shall not exceed the cost
of the new assets but, subject to that, it shall be the fraction—

A

B

of the amount of the gain on the old assets where—
“A” 1s the cost of the new assets, and

“B” is the value of the whole of the consideration received by the transferor
in exchange for the business;

and for the purposes of this subsection “the cost of the new assets” means any sums
which would be allowable as a deduction under section 38(1)(a) if the new assets were
disposed of as a whole in circumstances giving rise to a chargeable gain.

(5) References in this section to the business, in relation to shares or consideration
received in exchange for the business, include references to such assets of the business
as are referred to in subsection (1) above.

Modifications etc. (not altering text)

C1 S. 162 modified by The Authorised Investment Funds (Tax) Regulations 2006 (S.1. 2006/964), reg.
8573 (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2010/294,
regs. 1(1), 21)

C2  S.162(4) modified (with effect in accordance with art. 1(2)(3), Sch. 1 of the affecting S.1.) by The
Offshore Funds (Tax) Regulations 2009 (S.1. 2009/3001), regs. 1(1), 46(2)

C3  S.162(4) modified by The Authorised Investment Funds (Tax) Regulations 2006 (S.1. 2006/964), reg.
8577 (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2010/294,
regs. 1(1), 21)

[’162A Election for section 162 not to apply
(1) Section 162 shall not apply where the transferor makes an election under this section.

(2) An election under this section must be made by a notice given to an officer of the
Board no later than the relevant date.

(3) Except where subsection (4) below applies, the relevant date is the second anniversary
of the 31st January next following the year of assessment in which the transfer of the
business took place.

(4) Where, by the end of the year of assessment following the one in which the transfer of
the business took place, the transferor has disposed of all the new assets, the relevant
date is the first anniversary of the 31st January next following the year of assessment
in which the transfer of the business took place.

(5) For the purposes of subsection (4) above—
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(a) adisposal of any of the new assets by the transferor shall be disregarded if it
falls within section 58(1) (transfers between [“*spouses and civil partners]);
but

(b) where a disposal of any assets to a person is disregarded by virtue of
paragraph (a) above, a subsequent disposal by that person of any of those
assets (other than a disposal to the transferor) shall be regarded as a disposal
by the transferor.

(6) All such adjustments shall be made, whether by way of discharge or repayment of tax,
the making of assessments or otherwise, as are required to give effect to an election
under this section.

(7) Where, immediately before it was transferred, the business was owned by two or more
persons—

(a) each of them has a separate entitlement to make an election under this section;
(b) an election made by a person by virtue of paragraph (a) above shall apply
only to—
(i) the share of the amount of the gain on the old assets, and
(ii) the share of the new assets,

that is attributable to that person for the purposes of this Act.

(8) The reference in subsection (7) above to ownership by two or more persons includes,
in Scotland as well as elsewhere in the United Kingdom, a reference to ownership by
a partnership consisting of two or more persons.

(9) Expressions used in this section and in section 162 have the same meaning in this
section as in that one.

But references in this section to new assets also include any shares or debentures that
are treated by virtue of one or more applications of section 127 (including that section
as applied by virtue of any enactment relating to chargeable gains) as the same asset
as the new assets.]

Textual Amendments

F3

F4

S. 162A inserted (with application in accordance with s. 49(2) of the amending Act) by Finance Act
2002 (c. 23), s. 49(1)

Words in s. 162A(5)(a) substituted (5.12.2005) by The Tax and Civil Partnership Regulations 2005
(S.1. 2005/3229), regs. 1(1), 111
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