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Finance Act 2003
2003 CHAPTER 14

PART 9

MISCELLANEOUS AND SUPPLEMENTARY PROVISIONS

Provisions consequential on changes to company law

195 Companies acquiring their own shares

(1) This section applies for the purposes of the Taxes Acts and the Inheritance Tax Act
1984 (c. 51) where a company acquires any of its own shares (whether by purchase,
the issuing of bonus shares or otherwise).

(2) The acquisition of any of those shares by the company is not to be treated as the
acquisition of an asset.

(3) The company is not, by virtue of the acquisition or holding of any of those shares or
its being entered in the company’s register of members in respect of any of them, to
be treated as a member of itself.

(4) Subject to subsection (5)—
(a) the company’s issued share capital is to be treated as if it had been reduced

by the nominal value of the shares acquired,
(b) such of those shares as are not cancelled on acquisition are to be treated as if

they had been so cancelled, and
(c) any subsequent cancellation by the company of any of those shares is to be

disregarded (and, accordingly, is not the disposal of an asset and does not give
rise to an allowable loss within the meaning of the Taxation of Chargeable
Gains Act 1992 (c. 12)).

(5) Where the shares are issued to the company as bonus shares, subsection (4)(a) and (b)
does not apply and the shares are to be treated as if they had not been issued.

(6) Where, disregarding subsections (2) to (5)—
(a) a company holds any of its own shares, and
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(b) the company issues bonus shares in respect of those shares or any class of
those shares (“the existing shares”),

nothing in this section prevents the existing shares being the company’s holding
of shares for the purposes of the application of section 126 of the Taxation of
Chargeable Gains Act 1992 (application of sections 127 to 131 of that Act (company
reorganisations etc)).

(7) In subsection (6) the reference to the application of section 126 of the Taxation of
Chargeable Gains Act 1992 does not include a reference to the application of that
section in a modified form by virtue of any enactment relating to chargeable gains.

(8) Where a company disposes of any of its own shares to a person in circumstances
where, but for subsections (2) to (5), it would be regarded as holding the shares
immediately before the disposal—

(a) subsections (4)(b) and (c) and (5) cease to apply in relation to the shares
disposed of (“the relevant shares”),

(b) the relevant shares are to be treated as having been issued as new shares to
that person by the company at the time of the disposal (and not as having been
disposed of by the company at that time),

(c) that person is to be treated as having subscribed for the relevant shares,
(d) an amount equal to the amount or value of the consideration (if any) payable

for the disposal of the relevant shares is to be treated as the amount subscribed
for those shares,

(e) if the amount or value of that consideration does not exceed the nominal value
of those shares, the share capital of those shares is to be treated for the purposes
of Part 6 of the Taxes Act 1988 as if it were an amount equal to the amount
or value of that consideration, and

(f) if the amount or value of that consideration exceeds their nominal value, the
relevant shares are to be treated as if they had been issued at a premium
representing that excess.

(9) Where—
(a) a company purchases its own shares, and
(b) the price payable by a company for the shares is taken into account in

computing the profits of the company which are chargeable to tax in
accordance with the provisions of the Taxes Act 1988 applicable to Case I or
II of Schedule D,

subsections (2) to (7) do not apply and subsection (8) does not apply in relation to any
disposal by the company of any of the shares.

(10) Schedule 40 to this Act (which makes amendments relating to the acquisition and
disposal by a company of its own shares) has effect.

(11) For the purposes of this section—
(a) a company issues “bonus shares” if it issues share capital as paid up otherwise

than by the receipt of new consideration (within the meaning of section 254
of the Taxes Act 1988), and

(b) “the Taxes Acts” has the same meaning as in the Taxes Management Act 1970
(c. 9),

and in this section references to a “company” are to a company with a share capital.
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(12) The preceding provisions of this section and the provisions of Schedule 40 to this Act
have effect in relation to any acquisition of shares by a company on or after such day
as the Treasury may by order made by statutory instrument appoint.
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