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S C H E D U L E S

SCHEDULE 16

VENTURE CAPITAL SCHEMES ETC

PART 5

OTHER AMENDMENTS

VCTs: disposal of holding
20 (1) Chapter 3 of Part 6 of ITA 2007 (VCT approvals) is amended as follows.

(2) In section 274(3) (requirements for the giving of approval), at the end of
paragraph (d) insert “, and

(e) the 70% qualifying holdings condition by section 280A”.

(3) After section 280 insert—

“280A The 70% qualifying holdings condition: disposal of holding
(1) This section applies if—

(a) a company which is a VCT disposes of shares or securities (“the
holding”),

(b) the consideration for the disposal does not consist wholly of new
qualifying holdings, and

(c) the holding was comprised in the company’s qualifying holdings
throughout the 6 months ending immediately before the disposal.

(2) For the purpose of determining whether the 70% qualifying holdings
condition is, has been or will be met—

(a) the company is to be treated as if it continued to hold the holding
for the period of 6 months beginning with the disposal (but see
subsection (4)), and

(b) the value of the company’s investments in that period is to be treated
as reduced by the amount of any monetary consideration for the
disposal.

(3) The value of the holding in the period mentioned in subsection (2)(a) is to
be treated as equal to its value (determined in accordance with this Chapter)
immediately before the disposal.

(4) If the consideration for the disposal includes new qualifying holdings,
subsection (2)(a) has effect as if the reference to the holding were to the
appropriate proportion of the holding (the value of which is that proportion
of the value of the holding, determined in accordance with subsection (3)).
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(5) The appropriate proportion is—

                    

where—
TC is the market value (at the time of the disposal) of the total
consideration for the disposal, and
NQH is the market value (at that time) of the new qualifying holdings.

(6) If at any time the value of the company’s investments would by virtue of
subsection (2)(b) be reduced to an amount less than the value of its qualifying
holdings, the value of its investments at that time is to be treated as equal to
the value of its qualifying holdings.

(7) “New qualifying holdings” means shares or securities which (on transfer to
the company) are comprised in the company’s qualifying holdings.

(8) If (and to the extent that) the holding was acquired with money the use of
which is at any time ignored by virtue of section 280(2), subsections (2) to
(6) do not apply in relation to that time.

(9) Nothing in this section applies in relation to disposals between companies
that are merging (within the meaning of section 323).”

(4) This paragraph is deemed to have come into force on 6th April 2007.

(5) The amendments made by this paragraph have effect in relation to disposals made
on or after that date.


