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SCHEDULES

SCHEDULE 1 Section 14

SOCIAL INVESTMENT TAX RELIEF

PART 1

AMENDMENTS OF PART 5B OF ITA 2007

Introductory
1 ITA 2007 is amended as follows.

Date by which investment must be made to qualify for SI relief

2 In section 257K (1)(a)(iii) (date by which investment must be made to qualify for
SI relief) for “6 April 2019 substitute “ 6 April 2021 ™.

The existing investments requirement

3 After section 257LD insert—

“257LDA The existing investments requirement

(1) If at the time immediately before the investment is made the investor holds
any shares in or debentures of—
(a) the social enterprise, or
(b) acompany which at that time is a qualifying subsidiary of the social
enterprise,
those shares or debentures must be risk finance investments or (in the case
of shares) permitted subscriber shares.

(2) A share or debenture is a “risk finance investment” for the purposes of this
section if—
(a) it is a share that was issued to the investor, or a debenture of which
the investor is the holder in return for advancing an amount, and
(b) at any time, a compliance statement under section 205, 257ED
or 257PB is provided in respect of it or of shares or investments
including it.

(3) Subscriber shares are “permitted subscriber shares” for the purposes of this
section if—
(a) they were issued to the investor and have been continuously held by
the investor since they were issued, or
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(b) they were acquired by the investor at a time when the company
which issued them—

(i) had issued no shares other than subscriber shares, and

(i1) had not begun to carry on or make preparations for carrying
on any trade or business.

(4) In this section “debenture” is to be read in accordance with section 257L(6).”

The no disqualifying arrangements requirement

After section 257LE insert—

“257LEA The no disqualifying arrangements requirement

(1) The investment must not be made, and money raised by the social enterprise
from the making of the investment must not be employed,—

(a) in consequence or anticipation of disqualifying arrangements, or
(b) otherwise in connection with disqualifying arrangements.

(2) Arrangements are “disqualifying arrangements” if—

(a) the main purpose, or one of the main purposes, of the arrangements
is to secure both that an activity is or will be carried on by the social
enterprise or a 90% social subsidiary of the social enterprise and
that—

(i) one or more persons (whether or not including any party to
the arrangements) may obtain relevant tax relief in respect
of a qualifying investment which raises money for the
purposes of that activity, or

(i) shares issued by the social enterprise which raise money
for the purposes of that activity may comprise part of the
qualifying holdings of a VCT,

(b) that activity is the relevant qualifying activity, and
(c) one or both of conditions A and B are met.

(3) Condition A is that, as a (direct or indirect) result of the money raised by
the investment being employed as required by section 257MM, an amount
representing the whole or the majority of the amount raised is, in the course
of the arrangements, paid to or for the benefit of a relevant person or relevant
persons.

(4) Condition B is that, in the absence of the arrangements, it would have been
reasonable to expect that the whole or greater part of the component activities
of the relevant qualifying activity would have been carried on as part of
another business by a relevant person or relevant persons.

(5) For the purposes of this section it is immaterial whether the social enterprise
is a party to the arrangements.

(6) In this section—

“90% social subsidiary” is to be read in accordance with
section 257MV;
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“component activities” means the carrying on of a qualifying
trade or preparing to carry on such a trade, which constitutes the
relevant qualifying activity;

a “qualifying investment” means—

(a) shares in the social enterprise, or
(b) a qualifying debt investment in the social enterprise (see
section 257L);

“qualifying holdings”, in relation to the social enterprise, is to
be construed in accordance with section 286 (VCTs: qualifying
holdings);

“relevant person” means a person who is a party to the
arrangements or a person connected with such a party;

“relevant qualifying activity” means the qualifying trade or
activity mentioned in section 257ML(1) for the purposes of which
the investment raised money;

“relevant tax relief” has the meaning given by subsection (7).

(7) “Relevant tax relief”—
(a) inrelation to a qualifying debt investment, means Sl relief in respect
of that investment;
(b) inrelation to shares, means one or more of the following—
(1) SI relief in respect of the shares;
(i1) EIS relief (within the meaning of Part 5) in respect of the
shares;
(iii) SEIS relief (within the meaning of Part 5A) in respect of
the shares;
(iv) reliefunder Chapter 6 of Part 4 (losses on disposal of shares)
in respect of the shares;
(v) relief under section 150A or 150E of TCGA 1992 (EIS and
SEIS) in respect of the shares;

(vi) relief under Schedule 5B to that Act (EIS: reinvestment) in
consequence of which deferral relief is attributable to the
shares (see paragraph 19(2) of that Schedule);

(vii) reliefunder Schedule 5BB to that Act (SEIS: re-investment)
in consequence of which SEIS re-investment relief is

attributable to the shares (see paragraph 4 of that
Schedule).”

5 (1) Section 257SH (power to require information where reason to believe SI relief may
not be due because of certain kinds of arrangements, etc) is amended as follows.

(2) In subsection (1) after “257LE,” insert “ 257LEA, ™.

(3) In subsection (4) at the appropriate place insert—

“Section 257LEA The investor, the social enterprise, any person controlling
the social enterprise and any person whom an officer of
Revenue and Customs has reason to believe may be a
party to the arrangements in question”
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Limits on amounts that may be invested

(1) In the italic heading before section 257M, after “enterprise” insert “ : general ”.

(2) Omit sections 257MA and 257MB (which are superseded by the provision inserted
by sub-paragraph (3) below).

(3) After section 257MN insert—
“Limits on amounts that may be invested

257MNA Maximum amount where investment made in first 7 years

(1) This section applies where—

(a) the investment is made before the end of the period of 7 years
beginning with the relevant first commercial sale, or

(b) the investment is made after that period but—

(1) a relevant investment was made in the social enterprise
before the end of that period, and

(i1) some or all of the money raised by that relevant investment
was employed for the purposes of (or of part of) the
qualifying activity for which the money raised by the
investment is employed.

(2) Where this section applies, the total amount of relevant investments made
in the social enterprise on or before the date when the investment is made
must not exceed £1.5 million.

(3) The reference in subsection (2) to relevant investments “made in the social
enterprise” is to be read with section 257MNB.

(4) In this section—
“qualifying activity” means—

(a) a qualifying trade within paragraph (a) of section 257ML(1)
carried on by the social enterprise or a 90% social subsidiary
of the social enterprise, or

(b) an activity within paragraph (b) of section 257ML(1) so carried
on;

“the relevant first commercial sale” has the meaning given by
section 175A(6), reading—

(a) references to the issuing company as references to the social
enterprise,

(b) references to the issue date as references to the investment date,
and

(c) references to money raised by the issue of the relevant shares
as references to money raised by the investment;

“relevant investment” has the meaning given by section 173A(3)
(reading references in section 173A(3) to a company as including
any social enterprise).

(5) Section 173A(4) and (5) apply to determine for the purposes of this section
when a relevant investment is made.
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(6) Where the social enterprise is an accredited social impact contractor—

(a) the reference in subsection (1)(a) to the relevant first commercial
sale is to be read as a reference to the date on which the social
enterprise first entered into a social impact contract;

(b) the reference in subsection (1)(b) to the qualifying activity
mentioned there is to be read as a reference to the carrying out of the
social impact contract for which the money raised by the investment
is employed.

(7) For provision about maximum amounts where this section does not apply,
see section 257MNC.

257MNB Section 257MNA: supplementary

(1) In section 257MNA(2) the reference to relevant investments “made in the
social enterprise” includes—

(a) relevant investments made in a company which, at the material date,
is or has been a 51% subsidiary of the social enterprise,

(b) any other relevant investment made in a company to the extent that
the money raised by that relevant investment has been employed for
the purposes of a trade carried on by another company (“company
X’") which, at the material date, is or has been a 51% subsidiary of
the social enterprise, and

(c) any other relevant investment made in a company if—

(1) the money raised by that relevant investment has been
employed for the purposes of a trade carried on by that
company or another person, and

(i1) after that relevant investment was made, but on or before
the material date, that trade became a transferred trade (see
subsection (5)).

(2) The investments within paragraph (a) of subsection (1)—

(a) include investments made in a company mentioned in that paragraph
before it became a 51% subsidiary of the social enterprise, but

(b) where a company mentioned in that paragraph is not a 51%
subsidiary of the social enterprise at the material date, do not include
any investments made in that company after it last ceased to be such
a subsidiary.

(3) For the purposes of subsection (1)(b), where company X is not a 51%
subsidiary of the social enterprise at the material date, any money employed
after company X last ceased to be such a subsidiary is to be ignored.

(4) Where only a proportion of the money raised by a relevant investment is
employed for the purposes of a trade which becomes a transferred trade, only
the corresponding proportion of that relevant investment is to be treated as
falling within subsection (1)(c).

(5) For the purposes of this section, if—
(a) on or before the material date a trade is transferred—
(i) to the social enterprise,
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(i1) to a company which, at the material date, is or has been a
51% subsidiary of the social enterprise, or
(iii) to a partnership of which the social enterprise, or a company
within sub-paragraph (ii), is a member, and
(b) the trade or part of it was at any time before the transfer carried on
by another person,
the trade or part mentioned in paragraph (b) becomes a “ transferred trade ”
when it is transferred as mentioned in paragraph (a).

(6) The cases within subsection (5)(a)—

(a) include the case where the trade is transferred to a company within
subsection (5)(a)(ii), or a partnership of which such a company is a
member, before the company became a 51% subsidiary of the social
enterprise, but

(b) where a company within subsection (5)(a)(ii) is not a 51% subsidiary
of the social enterprise at the material date, do not include the case
where the trade is transferred to that company, or a partnership of
which that company is a member, after that company last ceased to
be such a subsidiary.

(7) In this section—

“the material date” means the date on which the investment is
made;

“relevant investment” has the meaning given by section 173A(3)
(reading references in section 173A(3) to a company as including
any social enterprise).

(8) Section 173A(4) and (5) apply to determine for the purposes of this section
when a relevant investment is made.

(9) Section 173A(6) and (7) (meaning of “trade” etc) apply also for the purposes
of this section.

257MNC Maximum amount for cases outside section 257MNA

(1) This section applies where—

(a) the investment is made at any time after the period mentioned in
section 257MNA(1)(a), and

(b) itis not the case that the conditions in section 257MNA(1)(b)(i) and
(i1) are met.

(2) Where this section applies—

(a) the total amount of relevant investments made in the social
enterprise on or before the date when the investment is made must
not exceed £1.5 million, and

(b) the amount invested must not be more than the amount mentioned
in subsection (3).

(3) That amount is the amount given by the formula—
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[eur0]200.000 — M

—T

RCG+RSI

where—

T is the total of any relevant investments made in the social enterprise in
the aid period,

M is the total of any de minimis aid, other than relevant investments, that is
granted during the aid period—

(a) to the social enterprise, or

(b) to a qualifying subsidiary of the social enterprise at a time when it is
such a subsidiary,

RCG is the highest rate at which capital gains tax is charged in the aid period,
and

RSI is the highest SI rate in the aid period.

(4) In subsection (3) “the aid period” means the 3 years—
(a) ending with the day on which the investment is made, but

(b) in the case of that day, including only the part of the day before the
investment is made.

(5) In this section “de minimis aid” means de minimis aid which fulfils the
conditions laid down—
(a) in Commission Regulation (EU) No. 1407/2013 (de minimis aid) as
amended from time to time, or
(b) in any EU instrument from time to time replacing the whole or any
part of that Regulation.

(6) For the purposes of subsection (3), the amount of any de minimis aid is the
amount of the grant or, if the aid is not in the form of a grant, the gross grant
equivalent amount within the meaning of that Regulation as amended from
time to time.

(7) For the purposes of subsection (3), if—
(a) the investment or any relevant investment is made, or
(b) any aid is granted,
in sterling or any other currency that is not the euro, its amount is to be

converted into euros at an appropriate spot rate of exchange for the date on
which the investment is made or the aid is paid.

(8) In this section ‘“relevant investment” has the meaning given by
section 173A(3) (reading references in section 173A(3) to a company as
including any social enterprise).

(9) Section 173A(4) and (5) apply to determine for the purposes of this section
when a relevant investment is made.
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(10) Section 257MNB (which expands the meaning of “relevant investments
made in the social enterprise”) applies for the purposes of each of subsections
(2) and (3) above as it applies for the purposes of section 257MNA(2).

257MND Limit on investment in shorter applicable period

(1) This section applies where condition A or condition B is met.

(2) Condition A is that—

(a) acompany becomes a 51% subsidiary of the social enterprise at any
time during the shorter applicable period,

(b) all or part of the money raised by the investment is employed for the
purposes of a qualifying activity which consists wholly or partly of
a trade carried on by that company, and

(c) that trade (or part of it) was carried on by that company before it
became a 51% subsidiary as mentioned in paragraph (a).

(3) Condition B is that all or part of the money raised by the investment is
employed for the purposes of a qualifying activity which consists wholly
or partly of a trade which, during the shorter applicable period, becomes a
transferred trade (see subsection (9)).

(4) Where this section applies, at each time in the shorter applicable period
(“the relevant time”) the total of the relevant investments made in the social
enterprise before that time must not exceed £1.5 million.

(5) In subsection (4) the reference to relevant investments “made in the social
enterprise” includes—

(a) relevant investments made in a company which at any time before

the relevant time has been a 51% subsidiary of the social enterprise,

(b) any other relevant investment made in a company to the extent that
the money raised by that relevant investment has been employed for
the purposes of a trade carried on by another company (“‘company
X’”) which at any time before the relevant time has been a 51%
subsidiary of the social enterprise, and

(c) any other relevant investment made in a company if—

(1) the money raised by that relevant investment has been
employed for the purposes of a trade carried on by that
company or another person, and

(i1) after that relevant investment was made, but before the
relevant time, that trade (or part of it) became a transferred
trade.

(6) The investments within paragraph (a) of subsection (5)—

(a) include investments made in a company mentioned in that paragraph
before it became a 51% subsidiary of the social enterprise, but

(b) where a company mentioned in that paragraph is not a 51%
subsidiary of the social enterprise at the relevant time, do not include
any investments made in that company after it last ceased to be such
a subsidiary.
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(7) For the purposes of subsection (5)(b), where company X is not a 51%
subsidiary of the social enterprise at the relevant time, any money employed
after company X last ceased to be such a subsidiary is to be ignored.

(8) Where only a proportion of the money raised by a relevant investment is
employed for the purposes of a trade which becomes a transferred trade, only
the corresponding proportion of that relevant investment is to be treated as
falling within subsection (5)(c).

(9) For the purposes of this section, if—
(a) Dbefore the relevant time, a trade is transferred—
(i) to the social enterprise,
(i1) to a company which, at the relevant time, is or has been a
51% subsidiary of the social enterprise, or
(iii) to a partnership of which the social enterprise, or a company
within sub-paragraph (ii), is a member, and
(b) the trade or part of it was at any time before the transfer carried on
by another person,

the trade or part mentioned in paragraph (b) becomes a * transferred trade ”
when it is transferred as mentioned in paragraph (a).

(10) The cases within subsection (9)(a)—

(a) include the case where the trade is transferred to a company within
subsection (9)(a)(ii), or a partnership of which such a company is a
member, before the company became a 51% subsidiary of the social
enterprise, but

(b) where a company within subsection (9)(a)(ii) is not a 51% subsidiary
of the social enterprise at the relevant time, do not include the case
where the trade is transferred to that company, or a partnership of
which that company is a member, after that company last ceased to
be such a subsidiary.

(11) In this section—
“qualifying activity” has the same meaning as in
section 257MNA (see subsection (4) of that section);
“relevant investment” has the meaning given by section 173A(3)
(reading references in section 173A(3) to a company as including
any social enterprise).

(12) Section 173A(4) and (5) apply to determine for the purposes of this section
when a relevant investment is made.

(13) Section 173A(6) and (7) (meaning of “trade” etc) apply also for the purposes
of this section.

257MNE Power to amend limits on amounts that may be invested

(1) The Treasury may by regulations substitute a different figure for the figure
for the time being specified in section 257MNA(2), 257MNC(2) or (3) or
257TMND(4).

(2) Regulations under this section may make incidental, supplemental,
consequential, transitional or saving provision.
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10

(3) Regulations under this section may not be made unless a draft of the
instrument containing them has been laid before, and approved by a
resolution of, the House of Commons.”

(4) In section 1014 (orders and regulations), in subsection (5)(b) (orders and regulations
excluded from subsection (4)) for sub-paragraph (iiia) substitute—

“(iiia) section 257MNE (social investment relief: amendment of
limits on investments),”.

Number of employees limit

In section 257MH (the number of employees requirement), in each of subsections
(1) and (2) for “500” substitute “ 250 .

Financial health requirement

After section 257MI insert—

“257TMIA The financial health requirement

(1) The social enterprise must meet the financial health requirement at the
beginning of the shorter applicable period.

(2) The financial health requirement is that the social enterprise is not in
difficulty.

(3) The social enterprise is “in difficulty” if it is reasonable to assume that it
would be regarded as a firm in difficulty for the purposes of the Community
Guidelines on State Aid for Rescuing and Restructuring Firms in Difficulty
(2004/C 244/02).”

Purposes for which money raised can be used

(1) Section 257MM (requirement to use money raised and to trade for minimum period)
is amended as follows.

(2) After subsection (3) insert—

“(3A) Employing money on the repayment of a loan does not amount to employing
the money for the funded purpose.”

(3) In subsection (7)(c) after “(3),” insert “ (3A), ”.

Excluded activities

(1) Section 257MQ (meaning of “excluded activity”) is amended as set out in sub-
paragraphs (2) to (4).

(2) In subsection (1)—

(a) in paragraph (b) omit “(but see subsection (2))”;

(b) after paragraph (b) insert—

“(ba) leasing (including letting ships on charter or other assets on
hire),
(bb) receiving royalties or licence fees,
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(bc) operating or managing nursing homes or residential care
homes or managing property used as a nursing home or
residential care home (see section 257MQA),

(bd) generating electricity, exporting electricity  (see
subsection (3)) or making electricity generating capacity
available,

(be) generating heat,
(bf) generating any form of energy not within paragraph (bd) or
(be),
(bg) producing gas or fuel,”;
(¢c) omit paragraph (f) (subsidised generation or export of electricity).

(3) Omit subsection (2).
(4) After subsection (2) insert—

“(3) For the purposes of subsection (1)(bd) electricity is exported if it is exported
onto a distribution system or transmission system (within the meaning of
section 4 of the Electricity Act 1989).”

(5) After section 257MQ insert—

“257TMQA Excluded activities: nursing homes and residential care homes
(1) This section supplements section 257MQ(1)(bc).

(2) “Nursing home” means any establishment which exists wholly or mainly for
the provision of nursing care—

(a) for persons suffering from sickness, injury or infirmity, or
(b) for women who are pregnant or have given birth.

(3) “Residential care home” means any establishment which exists wholly or
mainly for the provision of residential accommodation, together with board
and personal care, for persons in need of personal care because of—

(a) old age,

(b) mental or physical disability,

(c) past or present dependence on alcohol or drugs,
(d) any past illnesses, or

(e) past or present mental disorder.

(4) The activities of a person are not to be taken to fall within section 257MQ(1)
(bc) unless that person has an estate or interest in, or is in occupation of, the
nursing home or residential care home in question.”

(6) Omit section 257MS (subsidised generation or export of electricity).

PART 2

CONSEQUENTIAL AMENDMENTS
11 (1) ITA 2007 is amended as follows.
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12

13

14

15

16

(2) In section 178A (EIS: the no disqualifying arrangements requirement), in
subsection (6), in the definition of “relevant tax relief” after paragraph (b) insert—

“(ba) Sl reliefunder Part 5B in respect of the shares;”.

(3) In section 257CF (SEIS: the no disqualifying arrangements requirement), in
subsection (6), in the definition of “relevant tax relief” after paragraph (b) insert—

“(ba) SI relief under Part 5B in respect of the shares;”.

(4) In section 299A (VCTs: the no disqualifying arrangements requirement), in
subsection (6), in the definition of “relevant tax relief” after paragraph (c) insert—

“(ca) Sl relief (within the meaning of Part 5B) in respect of the shares;”.

In Schedule 6 to FA 2015 (investment reliefs: excluded activities) omit paragraph
13 (which is superseded by paragraph 10 of this Schedule).

In Part 2 of Schedule 24 to FA 2016 (tax advantages about which information
may be obtained from certain persons), after the entry relating to relief granted to
investors in a company under the enterprise investment scheme insert—

“Relief granted to investors in Part 5B of ITA 2007 The social enterprise”
a social enterprise

PART 3

COMMENCEMENT

(1) The amendments made by paragraphs 3 and 6 to 9 have effect in relation to
investments made on or after 6 April 2017.

(2) Nothing in sub-paragraph (1) prevents investments made before 6 April 2017 from
constituting “relevant investments” for any purpose of section 257MNA, 257MNB,
257MNC or 257MND of ITA 2007.

(3) Subject to sub-paragraph (4), the amendments made by paragraphs 4 and 5 have
effect in relation to investments made on or after 6 April 2017.

(4) Arrangements which include any transaction entered into before 6 April 2017 are not
“disqualifying arrangements” for the purposes of section 257LEA of ITA 2007.

The amendments made by paragraph 10—
(a) so far as they apply for the purposes of section 257JD of ITA 2007, come
into force on 6 April 2017;
(b) so far as they apply for the purposes of sections 257MJ and 257MP of ITA
2007, have effect in relation to investments made on or after 6 April 2017.

(1) Subject to sub-paragraph (3), the amendments made by paragraph 11(2) and (3) have
effect in relation to shares issued on or after 6 April 2017.

(2) Subject to sub-paragraph (3), the amendment made by paragraph 11(4) has effect for
the purpose of determining whether shares or securities issued on or after 6 April
2017 are to be regarded as comprised in a company's qualifying holdings.

(3) The amendments made by paragraph 11 do not have effect for the purposes
of determining any question whether particular arrangements which include any
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transaction entered into before 6 April 2017 are “disqualifying arrangements” for the
purposes of section 178A, 257CF or 299A of ITA 2007.

SCHEDULE 2 Section 16

TRADES AND PROPERTY BUSINESSES: CALCULATION OF PROFITS

PART 1

TRADES ETC: AMENDMENTS OF ITTOIA 2005
1 ITTOIA 2005 is amended as follows.

2 For section 33 A (cash basis: capital expenditure) substitute—

“33A Cash basis: capital expenditure

(1) This section applies in relation to the calculation of the profits of a trade on
the cash basis.

(2) No deduction is allowed for an item of a capital nature incurred on, or
in connection with, the acquisition or disposal of a business or part of a
business.

(3) No deduction is allowed for an item of a capital nature incurred on, or in
connection with, education or training.

(4) No deduction is allowed for an item of a capital nature incurred on, or in
connection with, the provision, alteration or disposal of—

(a) any assetthatis nota depreciating asset (see subsections (6) and (7)),
(b) any asset not acquired or created for use on a continuing basis in

the trade,
(c) acar (see subsection (14)),
(d) Iland,

(e) anon-qualifying intangible asset (see subsections (8) to (11)), or
(f) afinancial asset (see subsection (12)).

(5) But subsection (4)(d) does not prevent a deduction being made for
expenditure that—

(a) is incurred on the provision of a depreciating asset which, in being
provided, is installed or otherwise fixed to land so as to become, in
law, part of the land, but

(b) isnot incurred on, or in connection with, the provision of—
(i) a building,
(i1) a wall, floor, ceiling, door, gate, shutter or window or stairs,
(ii1) a waste disposal system,
(iv) a sewerage or drainage system, or

(v) a shaft or other structure in which a lift, hoist, escalator or
moving walkway may be installed.
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(6) An asset is a “depreciating” asset if, on the date the item of a capital nature is
incurred, it is reasonable to expect that before the end of 20 years beginning
with that date—

(a) the useful life of the asset will end, or
(b) the asset will decline in value by 90% or more.

(7) The useful life of an asset ends when it could no longer be of use to any
person for any purpose as an asset of a business.

(8) “Intangible asset” means anything that is capable of being an intangible asset
within the meaning of FRS 105 and, in particular, includes—
(a) an internally-generated intangible asset, and
(b) intellectual property.

(9) An intangible asset is “non-qualifying” unless, by virtue of having a fixed
maximum duration, it must cease to exist before the end of 20 years
beginning with the date on which the item of a capital nature is incurred.

(10) An intangible asset is “non-qualifying” if it consists of a right, whether
conditional or not, to obtain an intangible asset without a fixed maximum
duration by virtue of which that asset must, assuming the right is exercised
at the last possible time, cease to exist before the end of 20 years beginning
with the date on which the item of a capital nature is incurred.

(11) Where—
(a) the trader has an intangible asset, and
(b) the trader grants a licence or any other right in respect of that asset
to another person,

any intangible asset that consists of a licence or other right granted to the
trader in respect of the intangible asset mentioned in paragraph (a) is “non-
qualifying”.

(12) A “financial asset” means any right under or in connection with—
(a) afinancial instrument, or

(b) an arrangement that is capable of producing a return that is
economically equivalent to a return produced under any financial
instrument.

(13) A reference to acquisition, provision, alteration or disposal includes potential
acquisition, provision, alteration or (as the case may be) disposal.

(14) In this section—

“arrangement” includes any agreement, understanding, scheme,
transaction or series of transactions (whether or not legally
enforceable);

“building” includes any fixed structure;

“car” has the same meaning as in Part 2 of CAA 2001 (see
section 268A of that Act);

“financial instrument” has the same meaning as in FRS 105;

“FRS 105” means Financial Reporting Standard 105 (the
Financial Reporting Standard applicable to the Micro-entities
Regime), issued by the Financial Reporting Council in July 2015;
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“intellectual property” means—

(a) any patent, trade mark, registered design, copyright or design
right, plant breeders' rights or rights under section 7 of the Plant
Varieties Act 1997,

(b) any right under the law of a country or territory outside the
United Kingdom corresponding or similar to a right within
paragraph (a),

(c) any information or technique not protected by a right within
paragraph (a) or (b) but having industrial, commercial or other
economic value, or

(d) any licence or other right in respect of anything within
paragraph (a), (b) or (c);

“provision” includes creation, construction or acquisition;
“the trader” means the person carrying on the trade.”

3 In section 95A (application of Chapter 6 of Part 2 (trade profits: receipts) to the
cash basis)—

(a) the existing text becomes subsection (1),
(b) in that subsection, omit the entry relating to section 96A, and
(c) after that subsection insert—

“(2) Section 96A makes provision about capital receipts in certain cases
where the profits of a trade are calculated on the cash basis or
have previously been calculated on the cash basis (and see also
section 96B).”

4 (1) Section 96A (cash basis: capital receipts) is amended as follows.
(2) For the heading substitute “ Capital receipts under, or after leaving, cash basis .
(3) For subsections (1) to (3) substitute—

“(1) This section applies in relation to a trade carried on by a person in two
cases—

(a) Case 1 (see subsections (2) to (3A)), and
(b) Case 2 (see subsections (3B) to (3E)).

(2) Case 1 is a case in which conditions A and B are met.

(3) Condition A is that the person receives disposal proceeds or a capital refund
in relation to an asset at a time when an election under section 25A (cash
basis for trades) has effect in relation to the trade.

For the meaning of “disposal proceeds” and “capital refund” see subsections
(3F) and (3G).

(3A) Condition B is that—

(a) an amount of capital expenditure (see subsection (3H)) relating to
the asset has been brought into account in calculating the profits of
the trade on the cash basis, or

(b) an amount of capital expenditure relating to the asset which—

(i) has been incurred (or treated as incurred) by the person
before the tax year for which the person last entered the cash
basis, and
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(i1) is cash basis deductible in relation to that tax year (see
section 96B(4)),

has been brought into account in calculating the profits of the trade
for a tax year for which no election under section 25A had effect in
relation to the trade.

(3B) Case 2 is a case in which—
(a) condition C is met, and
(b) condition D or E is met.

(3C) Condition C is that disposal proceeds or a capital refund arise to the person
in relation to an asset at a time—
(a) whenno election under section 25A has effect in relation to the trade,
and
(b) which is after a time when such an election had had effect in relation
to the trade.

(3D) Condition D is that an amount of capital expenditure relating to the asset—

(a) has been paid at a time when an election under section 25A had
effect in relation to the trade,

(b) has been brought into account in calculating the profits of the trade
on the cash basis, and

(c) on the assumption that an election under section 25A had not had
effect at the time the expenditure was paid, would not have been
qualifying expenditure.

(3E) Condition E is that an amount of capital expenditure relating to the asset
has been brought into account in calculating the profits of the trade for a tax

year—

(a) for which no election under section 25A had effect in relation to the
trade, and

(b) which is before the tax year for which the person last entered the
cash basis.

The reference in this subsection to expenditure brought into account does
not include a reference to expenditure brought into account under CAA 2001
(see section 96B(5)).

(3F) “Disposal proceeds” means—
(a) any proceeds arising from the disposal of an asset or any part of it,
(b) any proceeds arising from the grant of any right in respect of, or any
interest in, the asset, or
(c) any amount of damages, proceeds of insurance or other
compensation received in respect of the asset.

See also subsections (4) and (5) for circumstances in which a person is to be
regarded as disposing of an asset.

(3G) “Capital refund” means an amount that is (in substance) a refund of capital
expenditure relating to an asset.

(3H) “Capital expenditure” means expenditure of a capital nature incurred, or
treated as incurred, on or in connection with—
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(a) the provision, alteration or disposal of an asset, or
(b) the potential provision, alteration or disposal of an asset.

(31) The disposal proceeds or capital refund mentioned in condition A or (as
the case may be) condition C are to be brought into account as a receipt in
calculating the profits of the trade.

(3)) In a case where only part of the total capital expenditure incurred, or
treated as incurred, by the person in relation to the asset has been brought
into account in calculating the profits of the trade (whether or not on
the cash basis), the amount brought into account under subsection (3I) is
proportionately reduced.

The reference in this subsection to expenditure brought into account includes
a reference to expenditure brought into account under CAA 2001 (see
section 96B(5)).

(3K) Subsection (3I) does not apply if the whole of the amount which would
otherwise be brought into account under that subsection—

(a) has already been brought into account as a receipt in calculating the
profits of the trade under this section,

(b) is brought into account as a receipt in calculating the profits of the
trade under any other provision of this Part (except section 240D(3)
(assets not fully paid for)), or

(c) is brought into account under any Part of CAA 2001 as a disposal
value.

(3L) If part of the amount which would otherwise be brought into account under
subsection (31) has already been or is brought into account as mentioned in
subsection (3K), subsection (3I) applies in relation to the remainder of that
amount.”

(4) Omit subsection (7).
5 After section 96A insert—

“96B Section 96A: supplementary provision
(1) This section has effect for the purposes of section 96A.

(2) Any question as to whether or to what extent expenditure is brought into
account in calculating the profits of a trade is to be determined on such basis
as is just and reasonable in all the circumstances.

(3) A person carrying on a trade “enters the cash basis” for a tax year if—

(a) an election under section 25A has effect in relation to the trade for
the tax year, and

(b) no such election had effect in relation to the trade for the previous
tax year.

(4) Expenditure is “cash basis deductible” in relation to a tax year if, on the
assumption that the expenditure was paid in that tax year, a deduction would
be allowed in respect of the expenditure in calculating the profits of the trade
on the cash basis for that tax year.
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(5) Expenditure is “brought into account under CAA 2001” in calculating the
profits of a trade if and to the extent that—

(a) a capital allowance made under Part 2, 5, 6, 7 or 8 of that Act in
respect of the expenditure is treated as an expense in calculating
those profits (see, for example, section 247 of that Act), or

(b) qualifying expenditure (within the meaning of Part 2, 7 or 8 of
CAA 2001) is allocated to a pool for the trade and is set-off against
different disposal receipts.

(6) An amount of qualifying expenditure is “set-off against different disposal
receipts” if—
(a) the amount would have been unrelieved qualifying expenditure
carried forward in the pool for the trade, but
(b) the amount is not so carried forward because (and only because) one
or more disposal values in respect of one or more assets, other than
the asset in respect of which the qualifying expenditure was incurred
(or treated as incurred), have at any time been brought into account
in that pool.

(7) For the purposes of subsection (6), an amount of qualifying expenditure
incurred (or treated as incurred) by a person is not to be regarded as not
carried forward because the person enters the cash basis.

(8) In this section and in section 96A—
“disposal value” means—
(a) in section 96A(3K)(c)—
(i) a disposal value for the purposes of Part 2, 4A, 5, 6,
7 8 or 10 of CAA 2001 (for example, in relation to
Part 2 of that Act, see (in particular) section 61 of that
Act), or

(i1) proceeds from a balancing event for the purposes of
Part 3 or 3A of that Act (see sections 316 and 3600
of that Act), and

(b) in subsection (6), a disposal value for the purposes of—

(i) Part 2 of that Act (see, in particular, section 61 of that
Act),
(i1) Part 7 of that Act (see section 462 of that Act), or
(ii1) Part 8 of that Act (see sections 476 and 477 of that
Act);
“market value amount” means the amount that would be regarded
as normal and reasonable—

(a) in the market conditions then prevailing, and

(b) between persons dealing with each other at arm's length in the
open market;

“pool” means—

(a) the main pool or a class pool to which qualifying expenditure
is allocated under Part 2 of CAA 2001 (see section 54 of that
Act),

(b) a pool to which qualifying expenditure is allocated under Part
7 of that Act (see section 456 of that Act), or
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(c) apool to which qualifying expenditure is allocated under Part
8 of that Act (see section 470 of that Act);

“provision” includes creation, construction or acquisition;
“qualifying expenditure” means—
(a) qualifying expenditure within the meaning of Part 2 of CAA
2001 (see section 11(4) of that Act for the general rule),

(b) qualifying expenditure within the meaning of Part 5 of that Act
(see section 395 of that Act),

(¢) qualifying expenditure within the meaning of Part 6 of that Act
(see section 439 of that Act),

(d) qualifying expenditure within the meaning of Part 7 of that Act
(see section 454 of that Act), or

(e) qualifying trade expenditure within the meaning of Part 8 of
that Act (see section 468 of that Act);

“unrelieved qualifying expenditure” means unrelieved qualifying
expenditure for the purposes of—

(a) Part 2 of CAA 2001 (see section 59(1) and (2) of that Act),
(b) Part 7 of that Act (see section 461 of that Act), or
(c) Part 8 of that Act (see section 475 of that Act).”

6 In section 106D (capital receipts), for “(cash basis: capital receipts)” substitute
“ (capital receipts under, or after leaving, cash basis) .

7 (1) Section 240C (unrelieved qualifying expenditure) is amended as follows.

(2) For the heading substitute “ Unrelieved qualifying expenditure: Parts 2, 7 and 8 of
CAA 2001 ™.

(3) In subsection (1)(b), after “unrelieved qualifying expenditure” insert “ relating to the
trade .

(4) In subsection (3), for “the relevant portion of the expenditure” substitute “ any cash
basis deductible amount of the expenditure ™.

(5) For subsection (4) substitute—

“(4) A “cash basis deductible amount” of the expenditure means any amount of
the expenditure for which a deduction would be allowed in calculating the
profits of the trade on the cash basis on the assumption that the expenditure
was paid in the current tax year.”

(6) In subsection (5), for “The relevant portion” substitute “ Any cash basis deductible
amount ”.

(7) After subsection (5) insert—

“(5A) For the purposes of subsection (1)(b), in determining the unrelieved
qualifying expenditure the person has to carry forward, disregard sections
59(4), 461A(1) and 475A(1) of CAA 2001 (which provide that an amount is
not to be carried forward as unrelieved qualifying expenditure when a person
enters the cash basis).”

(8) For subsection (6) substitute—
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“(6) In this section “unrelieved qualifying expenditure” means unrelieved
qualifying expenditure for the purposes of—

(a) Part2 of CAA 2001 (see section 59(1) and (2) of that Act),
(b) Part 7 of that Act (see section 461 of that Act), or
(c) Part 8 of that Act (see section 475 of that Act).”

8 After section 240C insert—

“240CA Unrelieved qualifying expenditure: Part 5 of CAA 2001

(1) This section applies if a person carrying on a mineral extraction trade enters
the cash basis for a tax year (“the current tax year”).

(2) But this section does not apply if section 240D applies.

(3) In calculating the profits of the trade for the current tax year, a deduction is
allowed for any amount of expenditure—

(a) which would, apart from section 419A(1) of CAA 2001, have been
unrelieved qualifying expenditure for the current tax year, and

(b) for which a deduction would be allowed in calculating the profits of
the trade on the cash basis on the assumption that the expenditure
was paid in the current tax year.

(4) In this section—

“mineral extraction trade” has the meaning given in section 394
of CAA 2001;

“unrelieved qualifying expenditure” means unrelieved qualifying
expenditure for the purposes of Part 5 of CAA 2001 (see section 419
of that Act).”

9 (1) Section 240D (assets not fully paid for) is amended as follows.

(2) In subsection (1)(b), for “obtained” to the end substitute “ incurred relevant
expenditure, and .

(3) After subsection (1) insert—

“(1A) “Relevant expenditure” means expenditure—
(a) for which a deduction would be allowed in calculating the profits of
the trade on the cash basis on the assumption that the expenditure
was paid in the tax year, and

(b) inrespect of which the person has obtained capital allowances under
Part 2, 5, 6,7 or 8 of CAA 2001.”

(4) In subsection (4), for “The amount of any capital allowance obtained in respect of
expenditure on the provision of any plant or machinery” substitute “ Any question as
to whether or to what extent expenditure is relevant expenditure, or as to whether or
to what extent any capital allowance obtained is in respect of relevant expenditure, .

(5) In subsection (5), after “given” insert “ under Part 2 of CAA 2001 .
(6) Omit subsection (6).

10 In section 786(6) (meaning of “rent-a-room receipts”), for “(capital receipts)”
substitute ““ (capital receipts under, or after leaving, cash basis) ”.
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11 In section 805(5) (meaning of “qualifying care receipts”), for “(capital receipts)”
substitute ““ (capital receipts under, or after leaving, cash basis) ”.

PART 2

PROPERTY BUSINESSES: AMENDMENTS OF ITTOIA 2005

12 ITTOIA 2005 is amended as follows.
13 In Chapter 3 of Part 3 (profits of property businesses: basic rules), after section 271
insert—

“Basis of calculation of profits

271A Basis of calculation of profits: GAAP required

(1) The profits of a property business for a tax year must be calculated in
accordance with GAAP if condition A, B, C, D or E is met.

(2) Condition A is that the business is carried on at any time in the tax year by—
(a) acompany,
(b) alimited liability partnership,
(c) acorporate firm, or
(d) the trustees of a trust.

(3) For the purposes of subsection (2) a firm is a “corporate firm” if a partner
in the firm is not an individual.

(4) Condition B is that the cash basis receipts for the tax year exceed £150,000.

(5) In subsection (4) “the cash basis receipts for the tax year” means the total
of the amounts that would be brought into account as receipts in calculating
the profits of the property business for the tax year on the cash basis (see
section 271D).

(6) If the property business is carried on for only part of the tax year, the sum
given in subsection (4) is proportionately reduced.

(7) Condition C is that—

(a) the property business is carried on by an individual (“P”),

(b) a share of joint property income is brought into account in
calculating the profits of the business for the tax year,

(c) a share of that joint property income is brought into account in
calculating the profits for the tax year of a property business carried
on by another individual (“Q's property business”), and

(d) the profits of Q's property business for the tax year are calculated in
accordance with GAAP.

(8) In subsection (7) “joint property income” means income to which P and Q
are treated for income tax purposes as beneficially entitled in equal shares
by virtue of section 836 of ITA 2007.

(9) Condition D is that—
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(a) an allowance under Part 3A of CAA 2001 (business premises
renovation allowances) is made at any time in calculating the profits
of the property business, and

(b) if the profits of the business were to be calculated in accordance
with GAAP for the tax year, there would be a day in the tax year on
which the occurrence of a balancing event (within the meaning of
that Part) would give rise to a balancing adjustment for the tax year
(see section 360M of that Act).

(10) Condition E is that an election under this subsection made by the person who
is or has been carrying on the property business has effect in relation to the
business for the tax year.

(11) An election under subsection (10) must be made on or before the first
anniversary of the normal self-assessment filing date for the tax year for
which the election is made.

(12) The Treasury may by regulations—
(a) amend subsection (2);

(b) amend subsection (4) so as to substitute another sum for the sum for
the time being specified in that subsection.

(13) A statutory instrument containing regulations under subsection (12) may not
be made unless a draft of the instrument has been laid before, and approved
by a resolution of, the House of Commons.

(14) Subsection (13) does not apply if the regulations omit one or more
paragraphs of subsection (2) and make no other provision.

271B Calculation of profits in accordance with GAAP

(1) In this Part, references to calculating the profits of a property business in
accordance with GAAP are to calculating the profits in accordance with
generally accepted accounting practice, subject to any adjustment required
or authorised by law in calculating profits for income tax purposes.

(2) A requirement under this Part to calculate profits in accordance with GAAP
does not—

(a) require a person to comply with the requirements of the Companies
Act 2006 or subordinate legislation made under that Act except as
to the basis of calculation, or

(b) impose any requirements as to audit or disclosure.

(3) See section 272 (application of trading income rules: GAAP) which applies
only where profits are calculated in accordance with GAAP.

271C Basis of calculation of profits: cash basis required

The profits of a property business for a tax year must be calculated on the
cash basis if none of conditions A, B, C, D or E in section 271A is met.
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271D Calculation of profits on the cash basis

(1) In this Part, references to calculating the profits of a property business on
the cash basis are to calculating the profits in accordance with subsections
(2) and (3).

(2) In calculating the profits, receipts of the business are brought into account
at the time they are received, and expenses of the business are brought into
account at the time they are paid.

(3) Subsection (2) is subject to any adjustment required or authorised by law in
calculating profits for income tax purposes.

(4) For provision about the application of Chapter 4 (profits of property
businesses: lease premiums etc) in relation to profits calculated on the cash
basis, see section 276A.

(5) For provision about the application of Chapter 5 (rules about deductions and
receipts) in relation to profits calculated on the cash basis, see section 307A.

(6) The following provisions apply only where profits are calculated on the cash
basis—
(a) section 272ZA (application of trading income rules: cash basis), and
(b) Chapter 7A (cash basis: adjustments for capital allowances).”

14 In the italic heading before section 272, at the end insert “ - application of trading
income rules ”.
15 After that italic heading insert—

Profits of a property business: application of trading income rules

“2718) The profits of a property business are calculated in the same way as the
profits of a trade.

(2) But this is subject to—
(a) section 272, which limits the rule in subsection (1) in relation to a
property business whose profits are calculated in accordance with
GAAP, and
(b) section 272ZA, which limits that rule in relation to a property
business whose profits are calculated on the cash basis.”

16 (1) Section 272 (profits of a property business: application of trading income rules) is
amended as follows.

(2) For the heading substitute “ Application of trading income rules: GAAP ”.
(3) Omit subsection (1).

(4) In subsection (2), for the words before the table substitute “ In relation to a property
business whose profits are calculated in accordance with GAAP, the provisions of
Part 2 (trading income) which apply as a result of section 271E(1) are limited to the
following— .

(5) In the table in subsection (2), omit the entry relating to section 25 (generally accepted
accounting practice).
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17

After section 272 insert—

“272ZA Application of trading income rules: cash basis

(1) In relation to a property business whose profits are calculated on the cash
basis, the provisions of Part 2 (trading income) which apply as a result of
section 271E(1) are limited to the following—

“In Chapter 3 (basic rules)—

section 26
section 28A

section 29

losses calculated on same basis as profits
money's worth

interest

In Chapter 4 (vules restricting deductions)—

section 34

sections 38 to 42 and 44

sections 45 to 47
section 52
section 53
section 54
section 55

section 55A

expenses not wholly and exclusively for trade and
unconnected losses

employee benefit contributions
business entertainment and gifts
exclusion of double relief for interest
social security contributions
penalties, interest and VAT surcharges
crime-related payments

expenditure on integral features

In Chapter 5 (vules allowing deductions)—

section 57
sections 58 and 59
section 69
sections 70 and 71

section 72

sections 73 to 75
sections 76 to 80
section 81

sections 82 to 86

sections 86A and 86B

sections 87 and 88

sections 89 and 90

pre-trading expenses

incidental costs of obtaining finance
payments for restrictive undertakings
seconded employees

payroll deduction schemes: contributions to agents'
expenses

counselling and retraining expenses
redundancy payments etc
personal security expenses

contributions to local enterprise organisations or urban
regeneration companies

contributions to flood and coastal erosion risk
management projects

scientific research

expenses connected with patents, designs and trade
marks



Finance (No. 2) Act 2017 (c. 32) 25
SCHEDULE 2 — Trades and property businesses: calculation of profits
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

section 91 payments to Export Credits Guarantee Department

In Chapter 6 (receipts)—

section 96 capital receipts

section 97 debts incurred and later released

section 104 distribution of assets of mutual concerns
section 105(1) and (2)(b) industrial development grants

and (¢)

section 106 sums recovered under insurance policies etc

In Chapter 6A (amounts not reflecting commercial transactions)—

section 106C amounts not reflecting commercial transactions
section 106D capital receipts
section 106E gifts to charities etc

In Chapter 7 (gifts to charities etc)—

section 109 receipt by donor or connected person of benefit
attributable to certain gifts”

(2) In those provisions, the expression “this Part” is to be read as a reference
to those provisions as applied by subsection (1) and to the other provisions
of Part 3.

(3) In section 106D, the reference to subsection (4) or (5) of section 96A is to
be read as a reference to subsection (2), (3) or (5) of section 307F (deemed
capital receipts under, or after leaving, cash basis).”

18 After section 272ZA insert— ““ Calculation of profits: other general rules ”.

19 In section 272A (restricting deductions for finance costs related to residential
property), after subsection (6) insert—

“(7) See also section 307D (cash basis: modification of deduction for costs of
loans).”

20 (1) Section 274 (relationship between rules prohibiting and allowing deductions) is
amended as follows.

(2) For subsection (1)(b) substitute—
“(b) 1is subject to—
(i) section 36 (unpaid remuneration), as applied by section 272,

(i) section 38 (employee benefit contributions), as applied by
sections 272 and 272ZA,

(iii) section 48 (car hire), as applied by section 272,

(iv) section 55 (crime-related payments), as applied by sections
272 and 272ZA,

(v) section 272A (finance costs), and

(vi) section 307D (cash basis: modification of deduction for
costs of loans).”

(3) In subsection (3)—
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(a) after “section 272” insert “ , or sections 38 and 55 as applied by
section 272ZA 7, and

(b) for “section 272A” insert “ sections 272A and 307D .
(4) In subsection (4), after “section 272” insert “ or 272ZA .

21 In section 276(5) (introduction: profits of property businesses: lease premiums etc),
after “292” insert  ; but see also section 276A .
22 After section 276 insert—

“276A Application of Chapter to property businesses using cash basis

The following provisions of this Chapter do not apply in calculating the
profits of a property business on the cash basis—

(a) sections 291 to 294 (tenants under taxed leases: deductions), and
(b) sections 296 and 298 (ICTA modifications).”

23 In Chapter 5 of Part 3 (profits of property businesses: other rules about receipts and
deductions), after the Chapter heading insert—

“Cash basis: application of Chapter

Cash basis: application of Chapter

307Al) The following provisions of this Chapter apply only where the profits of a
property business are calculated on the cash basis—

(a) section 307B (cash basis: capital expenditure),
(b) section 307C (cash basis: deduction for costs of loans), and

(c) section 307D (cash basis: modification of deduction for costs of
loans).

(2) Sections 307E and 307F make provision about capital receipts in certain
cases where the profits of a property business are calculated on the cash basis
or have previously been calculated on the cash basis.

Property businesses using cash basis

Cash basis: capital expenditure

3078) This section applies in relation to the calculation of the profits of a property
business on the cash basis.

(2) No deduction is allowed for an item of a capital nature incurred on, or
in connection with, the acquisition or disposal of a business or part of a
business.

(3) No deduction is allowed for an item of a capital nature incurred on, or in
connection with, education or training.

(4) No deduction is allowed for an item of a capital nature incurred on, or in
connection with, the provision, alteration or disposal of land.
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(5) But subsection (4) does not prevent a deduction being made for expenditure
that—

(a) 1is incurred on the provision of a depreciating asset which, in being
provided, is installed or otherwise fixed to qualifying land (see
subsection (8)) so as to become, in law, part of the land, but

(b) isnot incurred on, or in connection with, the provision of—
(1) a building,
(i1) a wall, floor, ceiling, door, gate, shutter or window or stairs,
(iii) a waste disposal system,
(iv) a sewerage or drainage system, or

(v) a shaft or other structure in which a lift, hoist, escalator or
moving walkway may be installed.

(6) No deduction is allowed for an item of a capital nature incurred on, or in
connection with, the provision, alteration or disposal of an asset for use
in ordinary residential property (see subsection (8)). But see section 311A
(replacement domestic items relief).

(7) If an asset is provided partly for use in ordinary residential property and
partly for other purposes, such apportionment of the expenditure incurred
on, or in connection with, the provision, alteration or disposal of the asset is
to be made for the purposes of subsection (6) as is just and reasonable.

(8) In relation to the calculation of profits for a tax year—

(a) “ordinary residential property”” means a dwelling-house or part of a
dwelling-house in relation to which an ordinary property business
(see subsection (9)) is carried on in the tax year, and

(b) “qualifying land” means land not falling within paragraph (a).

(9) “Ordinary property business” means—

(a) so much of a UK property business as does not consist of the
commercial letting of furnished holiday accommodation (within the
meaning of Chapter 6) in the UK, or

(b) so much of an overseas property business as does not consist of the
commercial letting of furnished holiday accommodation in one or
more EEA states.

(10) No deduction is allowed for an item of a capital nature incurred on, or in
connection with, the provision, alteration or disposal of—

(a) any asset that is not a depreciating asset (see subsections (11) and

(12)),
(b) any asset not acquired or created for use on a continuing basis in the
property business,

(c) acar (see subsection (20)),
(d) anon-qualifying intangible asset (see subsections (13) to (16)), or
(e) afinancial asset (see subsection (17)).

(11) An asset is a “depreciating” asset if, on the date the item of a capital nature is
incurred, it is reasonable to expect that before the end of 20 years beginning
with that date—

(a) the useful life of the asset will end, or
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(b) the asset will decline in value by 90% or more.

(12) The useful life of an asset ends when it could no longer be of use to any
person for any purpose as an asset of a business.

(13) “Intangible asset” means anything that is capable of being an intangible asset
within the meaning of FRS 105 and, in particular, includes—

(a) an internally-generated intangible asset, and
(b) intellectual property.

(14) An intangible asset is “non-qualifying” unless, by virtue of having a fixed
maximum duration, it must cease to exist before the end of 20 years
beginning with the date on which the item of a capital nature is incurred.

(15) An intangible asset is “non-qualifying” if it consists of a right, whether
conditional or not, to obtain an intangible asset without a fixed maximum
duration by virtue of which that asset must, assuming the right is exercised
at the last possible time, cease to exist before the end of 20 years beginning
with the date on which the item of a capital nature is incurred.

(16) Where—
(a) the person carrying on the property business (“P”’) has an intangible
asset, and
(b) P grants a licence or any other right in respect of that asset to another
person,

any intangible asset that consists of a licence or other right granted to
P in respect of the intangible asset mentioned in paragraph (a) is “non-
qualifying”.

17) A “financial asset” means any right under or in connection with—
y r1g
(a) afinancial instrument, or

(b) an arrangement that is capable of producing a return that is
economically equivalent to a return produced under any financial
instrument.

(18) A reference to acquisition, provision, alteration or disposal includes potential
acquisition, provision, alteration or (as the case may be) disposal.

(19) If there is a letting of accommodation only part of which is furnished holiday
accommodation, such apportionments as are just and reasonable in all the
circumstances are to be made for the purposes of this section.

(20) In this section—

“arrangement” includes any agreement, understanding, scheme,
transaction or series of transactions (whether or not legally
enforceable);

“building” includes any fixed structure;

“car” has the same meaning as in Part 2 of CAA 2001 (see
section 268A of that Act);

“financial instrument” has the same meaning as in FRS 105;

“FRS 105” means Financial Reporting Standard 105 (the
Financial Reporting Standard applicable to the Micro-entities
Regime), issued by the Financial Reporting Council in July 2015;



Finance (No. 2) Act 2017 (c. 32) 29
SCHEDULE 2 — Trades and property businesses: calculation of profits
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

“intellectual property” means—
(a) any patent, trade mark, registered design, copyright or design

right, plant breeders' rights or rights under section 7 of the Plant
Varieties Act 1997,

(b) any right under the law of a country or territory outside the
United Kingdom corresponding or similar to a right within
paragraph (a),

(c) any information or technique not protected by a right within
paragraph (a) or (b) but having industrial, commercial or other
economic value, or

(d) any licence or other right in respect of anything within
paragraph (a), (b) or (c);

“provision” includes creation, construction or acquisition.

Cash basis: deduction for costs of loans

307Q) Section 307D applies in calculating the profits of a property business for a
tax year if conditions A to D are met.

(2) Condition A is that the profits of the business are calculated on the cash basis
for the tax year.

(3) Condition B is that a deduction for costs of a loan is allowed in calculating the
profits of the business for the tax year or, ignoring section 272A (restricting
deductions for finance costs related to residential property) and section 307D
(cash basis: modification of deduction for costs of loans), would be so
allowed. In this section such a loan is referred to as a “relevant loan”.

(4) Condition C is that an amount of the principal of one or more relevant loans
is outstanding at the end time (and a relevant loan in respect of which such
an amount is outstanding at the end time is referred to in this section as an
“outstanding relevant loan”).

(5) Condition D is that—

LV

where—

L is the total outstanding amount of relevant loans (see subsections (6) and
(7)), and

V is the sum of the values of all relevant properties (see subsections (8) to

(10)).

(6) The “total outstanding amount of relevant loans”—
(a) if there is only one outstanding relevant loan, is the outstanding
business amount of that loan, and
(b) if there are two or more outstanding relevant loans, is found by
calculating the outstanding business amount of each such loan and
adding those amounts together.



30 Finance (No. 2) Act 2017 (c. 32)
SCHEDULE 2 — Trades and property businesses: calculation of profits
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(7) The “outstanding business amount” of a relevant loan is given by—
X S 4
¥

where—

A is the amount of the principal of the loan which is outstanding at the end
time,

X is the amount of the deduction for costs of the loan that would be allowed,
apart from sections 272A and 307D, in calculating the profits of the business
for the tax year, and

Y is the amount of the deduction for costs of the loan that would be allowed,
apart from the wholly and exclusively rule and sections 272A and 307D, in
calculating the profits of the business for the tax year.

(8) A property is a “relevant property” if—
(a) itisinvolved in the property business at the end time, or
(b) although it is not involved in the business at the end time—

(1) it was last involved in the business at an earlier time in the
tax year, and

(ii) the person carrying on the business holds the property
throughout the period beginning with that earlier time and
ending with the end time.

(9) The “value” of a relevant property is the total of—

(a) the market value of the property at the time that it is first involved
in the property business, and

(b) such amount of any expenditure of a capital nature incurred by the
person carrying on the business in respect of the property as is not
brought into account in calculating the profits of the business for the
tax year or any previous tax year.

(10) A property is “involved in the property business” if it is a property whose
exploitation forms the whole or part of the business.

(11) The “end time” is—
(a) the time immediately before the end of the tax year, or

(b) if in the tax year the person carrying on the business permanently
ceases to carry it on, the time immediately before the person
permanently ceases to carry on the business.

(12) “Costs”, in relation to a loan, means—
(a) interest on the loan,

(b) an amount in connection with the loan that, for the person receiving
or entitled to the amount, is a return in relation to the loan which is
economically equivalent to interest, or

(c) incidental costs of obtaining finance by means of the loan.
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(13) Section 58(2) to (4) (meaning of “incidental costs of obtaining finance”)
apply for the purposes of subsection (12)(c).

(14) In this section—

“market value”, in relation to a property, means the price which
the property might reasonably be expected to fetch—

(a) in the market conditions then prevailing, and

(b) between persons dealing with each other at arm's length in the
open market;

“property” means an estate, interest or right in or over land;

“the wholly and exclusively rule” means the rule in section 34
(expenses not wholly and exclusively for trade and unconnected
losses), as applied by section 272ZA (application of trading income
rules: cash basis).

Cash basis: modification of deduction for costs of loans

307D1) Where section 307C provides that this section applies in calculating the
profits of a property business for a tax year, the amount which is allowed as
a deduction for costs of a loan in calculating the profits for the tax year is the
non-adjusted deduction multiplied by the relevant fraction. This is subject to
section 272A (restricting deductions for finance costs related to residential

property).

(2) “The non-adjusted deduction” means the deduction for costs of the loan that
would be allowed, apart from section 272A and this section, in calculating
the profits of the business for the tax year.

(3) “The relevant fraction” means—

v

L

where V and L have the same meaning as in section 307C.

(4) For the meaning of “costs of a loan” see section 307C.
Property businesses that use, or have used, cash basis

Capital receipts under, or after leaving, cash basis

3078) This section applies in relation to a property business carried on by a person
in two cases—
(a) Case 1 (see subsections (2) to (4)), and
(b) Case 2 (see subsections (5) to (8)).

(2) Case 1 is a case in which conditions A and B are met.

(3) Condition A is that the person receives disposal proceeds or a capital refund
in relation to an asset in a tax year for which the profits of the property
business are calculated on the cash basis (see section 271D).
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For the meaning of “disposal proceeds” and “capital refund” see subsections
(9) and (10).

(4) Condition B is that—

(a) an amount of capital expenditure (see subsection (11)) relating to
the asset has been brought into account in calculating the profits of
the property business on the cash basis, or

(b) an amount of relevant capital expenditure (see subsection (17))
relating to the asset has been brought into account in calculating
the profits of the property business in accordance with GAAP (see
section 271B)—

(i) by means of a deduction allowed under section 58 or
59 (incidental costs of obtaining finance) (as applied by
section 272) or section 311A (replacement domestic items
relief), or

(i1) under CAA 2001 (see subsection (20)).

(5) Case 2 is a case in which—
(a) condition C is met, and
(b) condition D or E is met.

(6) Condition C is that disposal proceeds or a capital refund arise to the person
in relation to an asset in a tax year—

(a) for which the profits of the property business are calculated in
accordance with GAAP, and

(b) which is after a tax year for which the profits of the business had
been calculated on the cash basis.

(7) Condition D is that an amount of capital expenditure relating to the asset—

(a) has been paid in a tax year for which the profits of the property
business were calculated on the cash basis,

(b) has been brought into account in calculating the profits of the
business on the cash basis, and

(c) on the assumption that the profits had not been calculated on the
cash basis at the time the expenditure was paid, would not have been
qualifying expenditure.

(8) Condition E is that—

(a) an amount of capital expenditure relating to the asset has been
brought into account in calculating the profits of the property
business for a tax year in accordance with GAAP by means of a
deduction allowed under section 58 or 59 (as applied by section 272)
or section 311A, and

(b) that tax year is before the tax year for which the person last entered
the cash basis.

(9) “Disposal proceeds” means—
p p
(a) any proceeds arising from the disposal of an asset or any part of it,

(b) any proceeds arising from the grant of any right in respect of, or any
interest in, the asset, or
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(c) any amount of damages, proceeds of insurance or other
compensation received in respect of the asset.

See also section 307F for circumstances in which a person is to be regarded
as disposing of an asset.

(10) “Capital refund” means an amount that is (in substance) a refund of capital
expenditure relating to an asset.

(11) “Capital expenditure” means expenditure of a capital nature incurred, or
treated as incurred, on or in connection with—

(a) the provision, alteration or disposal of an asset, or
(b) the potential provision, alteration or disposal of an asset.

(12) The disposal proceeds or capital refund mentioned in condition A or (as
the case may be) condition C are to be brought into account as a receipt in
calculating the profits of the property business.

(13) In a case where only part of the total capital expenditure incurred, or treated
as incurred, by the person in relation to the asset has been brought into
account in calculating the profits of the property business (whether or not
on the cash basis), the amount brought into account under subsection (12)
is proportionately reduced. The reference in this subsection to expenditure
brought into account includes a reference to expenditure brought into
account under CAA 2001 (see subsection (20)).

(14) Subsection (12) does not apply if the whole of the amount which would
otherwise be brought into account under that subsection—

(a) has already been brought into account as a receipt in calculating the
profits of the property business under this section,

(b) is brought into account as a receipt in calculating the profits
of the business under any other provision of this Part (except
section 334D(4) (assets not fully paid for)), or

(c) isbroughtinto account under Part 2 or 3A of CAA 2001 as a disposal
value.

The reference to any other provision of this Part in paragraph (b) includes a
reference to any provision applied by section 272 or 272ZA.

(15) If part of the amount which would otherwise be brought into account under
subsection (12) has already been or is brought into account as mentioned in
subsection (14), subsection (12) applies in relation to the remainder of that
amount.

(16) For the purposes of this section, any question as to whether or to what extent
expenditure is brought into account in calculating the profits of a property
business is to be determined on such basis as is just and reasonable in all
the circumstances.

(17) In subsection (4)(b) “relevant capital expenditure” means capital
expenditure which—

(a) has been incurred (or treated as incurred) by the person before the
tax year for which the person last entered the cash basis, and

(b) is cash basis deductible in relation to that tax year.
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(18) For the purposes of this section, a person carrying on a property business
“enters the cash basis” for a tax year if the profits of the business are
calculated—

(a) on the cash basis for the tax year, and
(b) in accordance with GAAP for the previous tax year.

(19) Expenditure is “cash basis deductible” in relation to a tax year if, on the
assumption that the expenditure was paid in that tax year, a deduction would
be allowed in respect of the expenditure in calculating the profits of the
property business on the cash basis for that tax year.

(20) For the purposes of this section, expenditure is “brought into account under
CAA 2001 in calculating the profits of a property business if and to the
extent that—

(a) a capital allowance made under Part 2 of that Act in respect of the
expenditure is treated as an expense in calculating those profits (see
sections 248 to 250A of that Act), or

(b) qualifying expenditure (within the meaning of Part 2 of CAA 2001)
is allocated to a pool for a relevant qualifying activity and is set-off
against different disposal receipts.

(21) An amount of qualifying expenditure is “set-off against different disposal
receipts” if—
(a) the amount would have been unrelieved qualifying expenditure
carried forward in the pool for the relevant qualifying activity, but
(b) the amount is not so carried forward because (and only because) one
or more disposal values in respect of one or more assets, other than
the asset in respect of which the qualifying expenditure was incurred
(or treated as incurred), have at any time been brought into account
in that pool.

(22) For the purposes of subsections (20) and (21), an activity is a “relevant
qualifying activity” if—
(a) it is a qualifying activity mentioned in section 15(1)(b) to (da) of
CAA 2001 (property business activities), and
(b) the property business consists of or includes that qualifying activity.

(23) For the purposes of subsection (21), an amount of qualifying expenditure
incurred (or treated as incurred) by a person is not to be regarded as not
carried forward because the person enters the cash basis.

(24) In this section—
“disposal value” means—
(a) in subsection (14)(c)—
(i) a disposal value for the purposes of Part 2 of CAA
2001 (see, in particular, section 61 of that Act), or
(i) proceeds from a balancing event for the purposes of
Part 3A of that Act (see section 3600 of that Act), and
(b) in subsection (21), a disposal value for the purposes of Part 2
of that Act;
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“pool” means the main pool or a class pool to which qualifying
expenditure is allocated under Part 2 of CAA 2001 (see section 54
of that Act);

“provision” includes creation, construction or acquisition;

“qualifying expenditure” means qualifying expenditure within
the meaning of Part 2 of CAA 2001 (see section 11(4) of that Act
for the general rule);

“unrelieved qualifying expenditure” means unrelieved qualifying
expenditure for the purposes of Part 2 of CAA 2001 (see
section 59(1) and (2) of that Act).

Deemed capital receipts under, or after leaving, cash basis

307@) This section makes provision supplementary to section 307E.

2) If—

(a) at any time a person ceases to use an asset or any part of it for the
purposes of a property business (other than in the circumstances
mentioned in subsection (5)), but

(b) the person does not dispose of the asset (or that part) at that time,

the person is to be regarded for the purposes of section 307E as disposing of
the asset (or that part) at that time for an amount equal to the market value
amount.

(3) If at any time there is a material increase in the person's non-business use
of an asset or any part of it, the person is to be regarded for the purposes of
section 307E as disposing of the asset (or that part) at that time for an amount
equal to the relevant proportion of the market value amount.

(4) For the purposes of subsection (3)—
(a) there is an increase in a person's non-business use of an asset (or
part of an asset) if—

(1) the proportion of the person's use of the asset (or that part)
that is for the purposes of the property business decreases,
and

(i) the proportion of the person's use of the asset (or that part)
that is for other purposes (the “non-business use”) increases;
(b) “the relevant proportion” is the difference between—

(1) the proportion of the person's use of the asset (or part of the
asset) that is non-business use, and

(i) the proportion of the person's use of the asset (or that part)
that was non-business use before the increase mentioned in
subsection (3).

(5) It—
(a) the property business in respect of which capital expenditure
relating to an asset has been brought into account as mentioned in
section 307E is an overseas property business, and

(b) there is a move overseas,
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the person is to be regarded for the purposes of section 307E as disposing of
the asset at the time of the move overseas for an amount equal to the market
value amount.

(6) For the purposes of subsection (5) there is a “move overseas” if—
(a) the person ceases to be UK resident, or

(b) the tax year is, as respects the person, a split year, and the overseas
part of the tax year is the later part.

(7) The move overseas occurs—

(a) in a case falling within subsection (6)(a), on the last day of the tax
year for which the person is UK resident, or

(b) in a case falling within subsection (6)(b), on the last day of the UK
part of the tax year.

(8) In this section—
“capital expenditure” has the same meaning as in section 307E,

“market value amount” means the amount that would be regarded
as normal and reasonable—

(a) in the market conditions then prevailing, and

(b) between persons dealing with each other at arm's length in the
open market.”

24 In section 311A (replacement domestic items relief), in subsection (15)—
(a) for the definition of “the capital expenditure rule” substitute—

11333

the capital expenditure rule” means—

(a) in relation to a property business whose profits are
calculated in accordance with GAAP, section 33 (capital
expenditure), as applied by section 272, and

(b) in relation to a property business whose profits are
calculated on the cash basis, section 307B (cash basis:
capital expenditure);”;

(b) in the definition of “the wholly and exclusively rule”—
(1) omit “the rule in”, and
(i1) after “section 272" insert “ or 272ZA .

25 In section 315 (deduction for expenditure on sea walls), after subsection (6) insert—

“(7) In calculating the profits of a property business on the cash basis, any
reference in this section to the incurring of expenditure is to the paying of
expenditure.”

26 In section 322 (commercial letting of furnished holiday accommodation), after
paragraph (za) in subsections (2) and (2A) insert—
“(zaa) section 307B (cash basis: capital expenditure),”.

27 After section 329 insert—

“329A Application of Chapter where cash basis used

This Chapter applies if—
(a) the profits of a property business are calculated—
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(i) on the cash basis for a tax year (see section 271D), and

(ii) in accordance with GAAP (see section 271B) for the
following tax year, or

(b) the profits of a property business are calculated—
(i) in accordance with GAAP for a tax year, and
(i1) on the cash basis for the following tax year.”

28 In section 331 (income charged)—
(a) the existing text becomes subsection (1), and
(b) after that subsection insert—

“(2) This is subject to section 334A (spreading on leaving cash basis
and related election).”

29 After section 334 insert—
“Spreading of adjustment income on leaving cash basis

334A Spreading on leaving cash basis and related election

Sections 239A (spreading on leaving cash basis) and 239B (election to
accelerate charge under section 239A) apply for the purposes of this Chapter
as they apply for the purposes of Chapter 17 of Part 2, but as if—

(a) for section 239A(1) there were substituted—

“(1) This section applies if the profits of a property business are
calculated—

(a) on the cash basis for a tax year (see section 271D), and

(b) in accordance with GAAP (see section 271B) for the
following tax year.”, and

(b) any reference to section 239A or 239B were to the section concerned
as applied by this section.

CHAPTER 7A

CASH BASIS: ADJUSTMENTS FOR CAPITAL ALLOWANCES

334B “Entering the cash basis”

For the purposes of this Chapter, a person carrying on a property business
enters the cash basis for a tax year if the profits of the business are
calculated—

(a) on the cash basis for the tax year (see section 271D), and

(b) in accordance with GAAP (see section 271B) for the previous tax
year.

334C Unrelieved qualifying expenditure

(1) This section applies if—
(a) aperson carrying on a property business enters the cash basis for a
tax year (“the current tax year”), and
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(b) the person would, apart from section 59(4A) of CAA 2001, have
unrelieved qualifying expenditure relating to a relevant property
business activity to carry forward from the chargeable period which
is the previous tax year.

(2) But this section does not apply if section 334D applies.

(3) In calculating the profits of the property business for the current tax year, a
deduction is allowed for any cash basis deductible amount of the expenditure
relating to each relevant property business activity.

(4) A “cash basis deductible amount” of the expenditure means any amount of
the expenditure for which a deduction would be allowed in calculating the
profits of the property business on the cash basis on the assumption that the
expenditure was paid in the current tax year.

(5) Any cash basis deductible amount of the expenditure is to be determined on
such basis as is just and reasonable in all the circumstances.

(6) In this section—
“relevant property business activity” means—
(a) inrelation to a UK property business, an ordinary UK property
business and a UK furnished holiday lettings business (within
the meaning of Part 2 of CAA 2001 (see sections 16 and 17
of that Act)), and

(b) in relation to an overseas property business, an ordinary
overseas property business and an EEA furnished holiday
lettings business (within the meaning of Part 2 of that Act (see
sections 17A and 17B of that Act));

“unrelieved qualifying expenditure” means unrelieved qualifying
expenditure for the purposes of Part 2 of CAA 2001 (see
section 59(1) and (2) of that Act).

334D Assets not fully paid for

(1) This section applies if—
(a) aperson carrying on a property business enters the cash basis for a
tax year (“the current tax year”),
(b) at any time before the end of the chargeable period which is the
previous tax year the person has incurred relevant expenditure, and
(c) not all of the relevant expenditure has actually been paid by the
person.

(2) “Relevant expenditure” means expenditure on plant or machinery—
(a) for which a deduction would be allowed in calculating the profits of
the property business on the cash basis on the assumption that the
expenditure was paid in the current tax year, and

(b) inrespect of which the person has obtained capital allowances.

(3) If the amount of the relevant expenditure that the person has actually paid
exceeds the amount of capital allowances given in respect of the relevant
expenditure, the difference is to be deducted in calculating the profits of the
property business for the current tax year.
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(4) If the amount of the relevant expenditure that the person has actually paid
is less than the amount of capital allowances given in respect of the relevant
expenditure, the difference is to be treated as a receipt in calculating the
profits of the property business for the current tax year.

(5) Any question as to whether or to what extent expenditure is relevant
expenditure, or as to whether or to what extent any capital allowance
obtained is in respect of relevant expenditure, is to be determined on such
basis as is just and reasonable in all the circumstances.

(6) If the amount of capital allowances given in respect of the relevant
expenditure has been reduced under section 205 or 207 of CAA 2001
(reduction where asset provided or used only partly for qualifying activity),
the amount of the relevant expenditure that the person has actually paid is to
be proportionately reduced for the purposes of this section.

334E Effect of election where predecessor and successor are connected
persons

(1) This section applies if—
(a) a person carrying on a property business enters the cash basis for
a tax year,

(b) the person is the successor for the purposes of section 266 of CAA
2001, and

(¢c) as a result of an election under that section, relevant plant or
machinery is treated as sold by the predecessor to the successor at
any time during the tax year.

(2) The provisions of this Chapter have effect in relation to the successor as
if everything done to or by the predecessor had been done to or by the
successor.

(3) Any expenditure actually incurred by the successor on acquiring the relevant
plant or machinery is to be ignored for the purposes of calculating the profits
of the property business for the tax year.

(4) In this section—
“the predecessor’ has the same meaning as in section 266 of CAA
2001, and

“relevant plant or machinery” has the same meaning as in
section 267 of that Act.”

30 In section 351 (income charged), after subsection (2) insert—

“(3) Further to subsection (2), section 254 applies for the purposes of this Chapter
as if for subsection (2A) of that section there were substituted—

“(2A) If the time immediately before the person permanently ceases to
carry on the UK property business falls in a cash basis tax year,
assume for the purposes of subsection (2) that the profits of the
business are calculated on the cash basis.”
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(4) For the purposes of sections 254 (as so applied) and 353, a tax year is “a cash
basis tax year” in relation to a property business if the profits of the business
for the tax year are calculated on the cash basis (see section 271D).”

In section 353 (basic meaning of “post-cessation receipt”), after subsection (1)
insert—

“(1A) If the time immediately before a person permanently ceases to carry on a UK
property business falls in a cash basis tax year (see section 351(4)), a sum is
to be treated as a post-cessation receipt only if it would have been brought
into account in calculating the profits of the business on the cash basis had
it been received at that time.”

In section 356 (application to businesses within the charge to corporation tax), in
subsection (1), for “section 355" substitute *“ sections 353(1A) and 355, and in the
modification of section 254 in section 351(3) ™.

In section 786 (meaning of “rent-a-room receipts”), after subsection (6) insert—

“(6A) Subsections (6B) and (7) apply if—
(a) the receipts would otherwise be brought into account in calculating
the profits of a UK property business, and

(b) the profits are calculated on the cash basis (see section 271D).

(6B) Any amounts brought into account under section 307E (capital receipts
under, or after leaving, cash basis) as a receipt in calculating the profits of
the property business are to be treated as receipts within paragraph (a) of
subsection (1) above.”

In section 860 (adjustment income), in subsection (5), after “Chapter 17 of Part 2”
insert “, or under section 239B as applied to property businesses by section 334A, ”.

In section 866 (employee benefit contributions: non-trades and non-property
businesses), in subsection (7)(b), for “section 272" substitute “ sections 272 and
2727ZA .

In section 867 (business entertainment and gifts: non-trades and non-property
businesses), in subsection (7)(b), for “section 272" substitute “ sections 272 and
2727ZA .

In section 868 (social security contributions: non-trades etc), in subsection (6)(b),
for “section 272" insert “ sections 272 and 272ZA .

In section 869 (penalties, interest and VAT surcharges: non-trades etc), in
subsection (6)(b), for “section 272 substitute “ sections 272 and 272ZA .

In section 870 (crime-related payments: non-trades and non-property businesses),
in subsection (4)(b), for “section 272” substitute “ sections 272 and 272ZA .

In section 872 (losses calculated on same basis as miscellaneous income), in
subsection (4)(b), for “section 272" substitute “ sections 272 and 272ZA .

In Part 2 of Schedule 4 (index of defined expressions), at the appropriate place
insert—

“the cash basis (in Part 3) section 271D
in accordance with GAAP (in Part 3) section 271B”.
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PART 3

TRADES ETC: AMENDMENTS OF OTHER ACTS

TMA 1970

42 In section 42 of TMA 1970 (procedure for making claims etc), in subsection (7)(e),
after “194” insert “, 271A(10) .

TCGA 1992
43 TCGA 1992 is amended as follows.
44 In section 37 (consideration chargeable to tax on income), after subsection (1)

nsert—

“(1A) There is to be excluded from the consideration for a disposal of an asset taken
into account in the computation of the gain a sum equal to any amount that
is taken into account by the person making the disposal as a receipt under
section 96A or 307E of ITTOIA 2005 (capital receipts under, or after leaving,
cash basis) as a result of the operation of any deemed disposal provision in
relation to the asset.

(1B) But subsection (1A) applies only to the extent that the sum has not been
excluded from the consideration for an earlier disposal of the asset.

(1C) The following are “deemed disposal provisions”—

(a) in relation to trades, professions and vocations, subsections (4)
and (5) of section 96A of ITTOIA 2005 (which provide for
circumstances in which a person is to be regarded as disposing of an
asset for the purposes of that section), and

(b) in relation to property businesses, section 307F of ITTOIA 2005
(which provides for circumstances in which a person is to be
regarded as disposing of an asset for the purposes of section 307E
of that Act).”

45 (1) Section 41 (restriction of losses by reference to capital allowances etc) is amended
as follows.

(2) In subsection (4), after paragraph (a) insert—
“(zaa) any deduction allowable in respect of capital expenditure in

calculating profits on the cash basis (see sections 33A and 307B of
ITTOIA 2005),”.

(3) After subsection (6) insert—

“(6A) Where—
(a) capital allowances have been made or may be made in respect of
expenditure, and
(b) the capital allowances include a deduction mentioned in
subsection (4)(zaa),

the capital allowances to be taken into account under this section are to be
regarded as equal to the total amount of expenditure which has qualified for
capital allowances less any balancing charge to which the person making the
disposal is liable under the Capital Allowances Act.”
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(4) In subsection (7), after “Capital Allowances Act,” insert ““ and subsection (6A) does
not apply, ”.

(5) After subsection (8) insert—

“(9) In this section—

(a) in relation to a trade, profession or vocation, references to
calculating profits on the cash basis are to calculating the profits of
a trade, profession or vocation in relation to which an election under
section 25A of ITTOIA 2005 (cash basis for trades) has effect, and

(b) inrelation to a property business, references to calculating profits on
the cash basis are to be construed in accordance with section 271D
of that Act (calculation of profits of property businesses on the cash
basis).

(10) In this section—

“capital expenditure” means expenditure of a capital nature
incurred on, or in connection with, the creation, construction,
acquisition, alteration or disposal of an asset, and

“property business” means a UK property business or an overseas
property business within the meaning of Part 3 of ITTOIA 2005 (see
sections 264 and 265 of that Act).”

46 (1) Section 47A (exemption for disposals by persons using cash basis) is amended as
follows.

(2) For the heading substitute “ Exemption for certain disposals under, or after leaving,
cash basis .

(3) In subsection (1), for “A to D substitute “ A, Band D .
(4) For subsection (2) substitute—
“(2) Condition A is that the asset is not land.”
(5) In subsection (3), for “or vocation” substitute *“ , vocation or property business ”.
(6) Omit subsection (4).
(7) For subsection (5) substitute—

“(5) Condition D is that relevant disposal proceeds—

(a) are brought into account as a receipt (whether or not on the cash
basis) under section 96A(31) of ITTOIA 2005 in calculating the
profits of a trade, profession or vocation (capital receipts under, or
after leaving, cash basis: trades, professions and vocations), or

(b) are brought into account as a receipt (whether or not on the cash
basis) under section 307E(12) of that Act in calculating the profits
of a property business (capital receipts under, or after leaving, cash
basis: property businesses).

(5A) “Relevant disposal proceeds” means disposal proceeds as mentioned in
section 96A(3F) of ITTOIA 2005 or (as the case may be) section 307E(9) of
that Act which arise from the disposal mentioned in subsection (1).”

(8) For subsection (6) substitute—
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“(6) Subsection (7) applies in the case of the disposal of, or of an interest in, an
asset—

(a) which, in the period of ownership of the person making the
disposal—
(1) has been used partly for the purposes of the trade, profession
or vocation and partly for other purposes, or

(i1) has been used for the purposes of the trade, profession or
vocation for part of that period, or

(b) expenditure on which by the person has qualified in part only for
capital allowances.”

(9) In subsection (7)—
(a) in paragraph (a), for “was, or (as the case may be)” to the end substitute “
qualified for capital allowances ”, and
(b) in paragraph (c), at the end insert , or to the expenditure qualifying for
capital allowances.

(10) After subsection (7) insert—

“(8) In this section “property business” means a UK property business or an
overseas property business within the meaning of Part 3 of ITTOIA 2005
(see sections 264 and 265 of that Act).”

47 Section 47B (disposals made by persons after leaving cash basis) is omitted.
CAA 2001

48 CAA 2001 is amended as follows.

49 In section 1 (capital allowances), omit subsections (4) and (5).

50 After section 1 insert—

“1A Capital allowances and charges: cash basis

(1) This section applies in relation to a chargeable period for which the profits
of a trade, profession, vocation or property business (“the relevant activity”)
carried on by a person are calculated on the cash basis.

(2) The person is not entitled to any allowance or liable to any charge under this
Act except as provided by subsections (4) and (7).

(3) No disposal value is to be brought into account except as provided by
subsections (5) and (8).

(4) If, apart from subsection (2), the person would be entitled to an allowance in
respect of expenditure incurred on the provision of a car or liable to a charge
in connection with such an allowance, the person is so entitled or (as the case
may be) so liable.

(5) If, apart from subsection (3), a disposal value would be brought into account
in respect of a car, the disposal value is brought into account in respect of
the car.

(6) Subsections (7) and (8) apply if—
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(a) a person carrying on a relevant activity incurs qualifying
expenditure relating to an asset at a time when the profits of that
activity are not calculated on the cash basis,

(b) after incurring the expenditure, the person enters the cash basis for
a tax year, and

(¢) no deduction would be allowed in respect of the expenditure in
calculating the profits of the relevant activity on the cash basis for
that tax year, on the assumption that the expenditure was paid in that
tax year.

(7) If, apart from subsection (2), the person would be liable to a charge
in connection with allowances in respect of the qualifying expenditure
mentioned in subsection (6), the person is so liable.

(8) If, apart from subsection (3), a disposal value would be brought into account
in respect of the asset mentioned in subsection (6), the disposal value is
brought into account in respect of the asset.

(9) For the purposes of this section a person carrying on a trade, profession or
vocation “enters the cash basis” for a tax year if—

(a) an election under section 25A of ITTOIA 2005 (cash basis for
trades) has effect in relation to the trade, profession or vocation for
the tax year, and

(b) no such election has effect in relation to the trade, profession or
vocation for the previous tax year.

(10) For the purposes of this section a person carrying on a property business
“enters the cash basis” for a tax year if the profits of the business are

calculated—
(a) on the cash basis for the tax year (see section 271D of ITTOIA
2005), and

(b) in accordance with GAAP (see section 271B of that Act) for the
previous tax year.

(11) In this section—

(a) references to calculating the profits of a trade, profession or vocation
on the cash basis are to calculating the profits of a trade, profession
or vocation in relation to which an election under section 25A of
ITTOIA 2005 has effect, and

(b) references to calculating the profits of a property business on the
cash basis are to be construed in accordance with section 271D of
that Act (calculation of profits of property businesses on the cash
basis).

(12) In this section—
“car” has the same meaning as in Part 2 (see section 268A);
“disposal value” means—
(a) a disposal value for the purposes of Part 2, 4A, 5, 6, 7, 8 or
10, or
(b) proceeds from a balancing event for the purposes of Part 3 or
3A;
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“qualifying expenditure” means qualifying expenditure within
the meaning of any Part of this Act.”

51 (1) Section 4 (capital expenditure) is amended as follows.

(2) In subsection (2)—
(a) omit “or” at the end of paragraph (a), and
(b) after paragraph (a) insert—
“(aa) any cash basis expenditure, other than expenditure incurred
on the provision of a car, or”.

(3) After subsection (2) insert—

“(2ZA) In subsection (2)(aa)—
“cash basis expenditure” means any expenditure incurred—

(a) in the case of a trade, profession or vocation, at a time when
an election under section 25A of ITTOIA 2005 has effect in
relation to the trade, profession or vocation, or

(b) in the case of a property business, in a tax year for which the
profits of the business are calculated on the cash basis (see
section 271D of that Act); and

“car” has the same meaning as in Part 2 (see section 268A).”

52 (1) Section 59 (unrelieved qualifying expenditure) is amended as follows.

(2) In subsection (4), for “no amount may be carried forward as unrelieved qualifying
expenditure” substitute “ any cash basis deductible amount may not be carried
forward as unrelieved qualifying expenditure in a pool for the trade, profession or
vocation ”.

(3) After subsection (4) insert—

“(4A) If aperson carrying on a property business enters the cash basis for a tax year,
any cash basis deductible amount may not be carried forward as unrelieved
qualifying expenditure in a pool for a relevant qualifying activity from the
chargeable period which is the previous tax year.”

(4) Omit subsection (5).
(5) After subsection (5) insert—

“(5A) A “cash basis deductible amount” means any amount of unrelieved
qualifying expenditure for which a deduction would be allowed in
calculating the profits of the trade, profession, vocation or property business
(as the case may be) on the cash basis on the assumption that the expenditure
was paid in the tax year for which the person enters the cash basis.”

(6) In subsection (6), for “the amount of unrelieved qualifying expenditure incurred on
the provision of a car” substitute “ any cash basis deductible amount .

(7) For subsection (7) substitute—

“(7) Subsections (9), (10) and (11) of section 1A (capital allowances and charges:
cash basis) apply for the purposes of this section as they apply for the
purposes of that section.

(7A) In subsection (4A) “relevant qualifying activity” means—
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(a) in relation to a UK property business, an ordinary UK property
business and a UK furnished holiday lettings business, and

(b) in relation to an overseas property business, an ordinary overseas
property business and an EEA furnished holiday lettings business.”

53 (1) Section 66A (persons leaving cash basis) is amended as follows.
(2) For subsection (1) substitute—

“(1) This section applies if—

(a) a person carrying on a trade, profession, vocation or property
business (“the business”) leaves the cash basis in a chargeable
period,

(b) the person has incurred expenditure at a time when the profits of the
business are calculated on the cash basis,

(c) some or all of the expenditure was brought into account in
calculating the profits of the business on the cash basis, and

(d) the expenditure would have been qualifying expenditure if the
profits of the business had not been calculated on the cash basis at
the time the expenditure was incurred.”

(3) In subsection (2)(a)—
(a) for “amount of that expenditure for which” substitute “ higher of the
following ”,
(b) in sub-paragraphs (i) and (ii), at the beginning insert “ the amount of that
expenditure for which ”, and
(¢) inbothplaces, for “or vocation” substitute “, vocation or property business .

(4) After subsection (6) insert—

“(7) For the purposes of this section a person carrying on a property business
leaves the cash basis in a chargeable period (“tax year X”) if the profits of
the business are calculated—

(a) in accordance with GAAP (see section 271B of ITTOIA 2005) for
tax year X, and

(b) on the cash basis (see section 271D of that Act) for the previous tax
year.

(8) Subsection (11) of section 1A (capital allowances and charges: cash basis)
applies for the purposes of this section as it applies for the purposes of that
section.”

54 After section 419 insert—

“419A Unrelieved qualifying expenditure: entry to cash basis

(1) If a person carrying on a mineral extraction trade enters the cash basis for a
tax year, for the purpose of determining the person's unrelieved qualifying
expenditure for the chargeable period ending with the basis period for the
tax year and subsequent chargeable periods (see section 419), only the non-
cash basis deductible portion of qualifying expenditure incurred before the
chargeable period ending with the basis period for the tax year is to be taken
into account.
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(2) The “non-cash basis deductible portion” of qualifying expenditure means the
amount of qualifying expenditure for which no deduction would be allowed
in calculating the profits of the trade on the cash basis on the assumption
that the expenditure was paid in the tax year for which the person enters the
cash basis.

(3) Subsections (9) and (11) of section 1A (capital allowances and charges: cash
basis) apply for the purposes of this section as they apply for the purposes
of that section.”

55 After section 431C insert—

“431D Persons leaving cash basis

(1) This section applies if—

(a) aperson carrying on a mineral extraction trade leaves the cash basis
in a chargeable period,

(b) the person has incurred expenditure at a time when an election under
section 25A of ITTOIA 2005 (cash basis for trades) has effect in
relation to the trade,

(c) some or all of the expenditure was brought into account in
calculating the profits of the trade on the cash basis, and

(d) the expenditure would have been qualifying expenditure if an
election under section 25A of that Act had not had effect at the time
the expenditure was incurred.

(2) In this section—

(a) the “relieved portion” of the expenditure is the higher of the
following—

(1) the amount of that expenditure for which a deduction was
allowed in calculating the profits of the trade, or

(i1) the amount of that expenditure for which a deduction would
have been so allowed if the expenditure had been incurred
wholly and exclusively for the purposes of the trade;

(b) the “unrelieved portion” of the expenditure is any remaining amount
of the expenditure.

(3) An amount of the expenditure equal to the amount (if any) by which the
unrelieved portion of the expenditure exceeds the relieved portion of the
expenditure is to be regarded as qualifying expenditure incurred by the
person in the chargeable period.

(4) For the purposes of this section a person carrying on a trade leaves the cash
basis in a chargeable period if—

(a) immediately before the beginning of the chargeable period an
election under section 25A of ITTOIA 2005 had effect in relation
to the trade, and

(b) such an election does not have effect in relation to the trade for the
chargeable period.”

56 After section 461 insert—
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“461A Unrelieved qualifying expenditure: entry to cash basis

(1) If a person carrying on a trade enters the cash basis for a tax year, any cash
basis deductible amount may not be carried forward as unrelieved qualifying
expenditure in the pool for the trade from the chargeable period ending with
the basis period for the previous tax year.

(2) A “cash basis deductible amount” means any amount of unrelieved
qualifying expenditure for which a deduction would be allowed in
calculating the profits of the trade on the cash basis on the assumption that
the expenditure was paid in the tax year for which the person enters the cash
basis.

(3) Any cash basis deductible amount is to be determined on such basis as is just
and reasonable in all the circumstances.

(4) Subsections (9) and (11) of section 1A (capital allowances and charges: cash
basis) apply for the purposes of this section as they apply for the purposes
of that section.”

57 After section 462 insert—

“462A Persons leaving cash basis

(1) This section applies if—

(a) a person carrying on a trade leaves the cash basis in a chargeable
period,

(b) the person has incurred expenditure at a time when an election under
section 25A of ITTOIA 2005 (cash basis for trades) has effect in
relation to the trade,

(c) some or all of the expenditure was brought into account in
calculating the profits of the trade on the cash basis, and

(d) the expenditure would have been qualifying expenditure if an
election under section 25A of that Act had not had effect at the time
the expenditure was incurred.

(2) In this section the “relieved portion” of the expenditure is the higher of the
following—
(a) the amount of that expenditure for which a deduction was allowed
in calculating the profits of the trade, or
(b) the amount of that expenditure for which a deduction would have
been so allowed if the expenditure had been incurred wholly and
exclusively for the purposes of the trade.

(3) For the purposes of determining the person's available qualifying
expenditure in the pool for the trade for the chargeable period (see
section 456)—

(a) the whole of the expenditure must be allocated to the pool for the
trade in that chargeable period, and

(b) the available qualifying expenditure in that pool is reduced by the
relieved portion of that expenditure.
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(4) For the purposes of determining any disposal values (see section 462),
the expenditure incurred by the person is to be regarded as qualifying
expenditure.

(5) For the purposes of this section a person carrying on a trade leaves the cash
basis in a chargeable period if—

(a) immediately before the beginning of the chargeable period an
election under section 25A of ITTOIA 2005 had effect in relation
to the trade, and

(b) such an election does not have effect in relation to the trade for the
chargeable period.”

58 After section 475 insert—

“475A Unrelieved qualifying expenditure: entry to cash basis

(1) If a person carrying on a trade enters the cash basis for a tax year, any cash
basis deductible amount may not be carried forward as unrelieved qualifying
expenditure in the pool for the trade from the chargeable period ending with
the basis period for the previous tax year.

(2) A “cash basis deductible amount” means any amount of unrelieved
qualifying expenditure for which a deduction would be allowed in
calculating the profits of the trade on the cash basis on the assumption that
the expenditure was paid in the tax year for which the person enters the cash
basis.

(3) Any cash basis deductible amount is to be determined on such basis as is just
and reasonable in all the circumstances.

(4) Subsections (9) and (11) of section 1A (capital allowances and charges: cash
basis) apply for the purposes of this section as they apply for the purposes
of that section.”

PROSPECTIVE

59 After section 477 insert—

“477A Persons leaving cash basis

(1) This section applies if—

(a) aperson carrying on a trade leaves the cash basis in a chargeable
period,

(b) the person has incurred expenditure at a time when an election
under section 25A of ITTOIA 2005 (cash basis for trades) has
effect in relation to the trade,

(c) some or all of the expenditure was brought into account in
calculating the profits of the trade on the cash basis, and

(d) the expenditure would have been qualifying trade expenditure if
an election under section 25A of that Act had not had effect at the
time the expenditure was incurred.



50 Finance (No. 2) Act 2017 (c. 32)
SCHEDULE 2 — Trades and property businesses: calculation of profits
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(2) In this section the “relieved portion” of the expenditure is the amount of that
expenditure for which a deduction was allowed in calculating the profits
of the trade.

(3) For the purposes of determining the person's available qualifying
expenditure in the pool for the trade for the chargeable period (see
section 470)—

(a) the whole of the expenditure must be allocated to the pool for the
trade in that chargeable period, and

(b) the available qualifying expenditure in that pool is reduced by the
relieved portion of that expenditure.

(4) For the purposes of determining any disposal receipts (see section 476),
the expenditure incurred by the person is to be regarded as qualifying trade
expenditure.

(5) For the purposes of this section a person carrying on a trade leaves the cash
basis in a chargeable period if—

(a) immediately before the beginning of the chargeable period an
election under section 25A of ITTOIA 2005 had effect in relation
to the trade, and

(b) such an election does not have effect in relation to the trade for the

chargeable period.”
174 2007
60 ITA 2007 is amended as follows.
61 In Part 4 (loss relief), in section 59 (overview of Part), in subsection (3)(b)—

(a) for “section 272" substitute “ sections 272 and 272ZA ”, and
(b) for “applies” substitute “ apply .

62 (1) Chapter 4 of Part 4 (losses from property businesses) is amended as follows.

(2) In section 120 (deduction of property losses from general income), in subsection (7),
at the end insert “ and section 127BA (restriction of relief: cash basis) .

(3) After section 127B insert—

“127BA Restriction of relief: cash basis

(1) This section applies if—

(a) in a tax year a person makes a loss in a UK property business
or overseas property business (whether carried on alone or in
partnership), and

(b) the profits of the business are calculated on the cash basis for the tax
year (see section 271D of ITTOIA 2005).

(2) No property loss relief against general income may be given to the person
for the loss.”

63 In Chapter 1 of Part 8 (relief for interest payments), in section 384B(1) (restriction
on relief for interest payments where cash basis applies), after “for the tax year”
insert “or if the profits of a UK property business or overseas property business
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carried on by the partnership are calculated on the cash basis for the tax year (see
section 271D of ITTOIA 2005).

PART 4

COMMENCEMENT AND TRANSITIONAL PROVISION

64 (1) The amendments made by this Schedule have effect for the tax year 2017-18 and
subsequent tax years.

(2) If—

(a) disregarding this sub-paragraph, under section 33A of ITTOIA 2005, as
inserted by paragraph 2 of Part 1, a deduction would not be allowed in
calculating the profits of a trade, profession or vocation on the cash basis for
the tax year 2017-18, but

(b) if the amendment made by paragraph 2 were not to have effect for that tax
year, that deduction would be allowed in calculating the profits of that trade,
profession or vocation on that basis for that tax year,

that deduction is to be allowed in calculating the profits of that trade, profession or
vocation on that basis for that tax year.

(3) Sub-paragraph (2) is to be disregarded in determining any question as to whether or
to what extent an amount of expenditure would, on the assumption that it was paid
in the tax year 2017-18, be brought into account in calculating the profits of a trade,
profession or vocation for the tax year 2017-18 for the purposes of—

(a) the following provisions of CAA 2001—
(1) section 1A (capital allowances and charges: cash basis),
(i1) section 59 (unrelieved qualifying expenditure),
(iii) section 419A (unrelieved qualifying expenditure: entry to cash
basis),
(iv) section 461A (unrelieved qualifying expenditure: entry to cash
basis), and
(v) section 475A (unrelieved qualifying expenditure: entry to cash
basis); and
(b) the following provisions of ITTOIA 2005—
(i) section 96A (capital receipts under, or after leaving, cash basis),
(i1) section 240C (unrelieved qualifying expenditure: Parts 2, 7 and 8 of
CAA 2001),
(iii) section 240CA (unrelieved qualifying expenditure: Part 5 of CAA
2001), and

(iv) section 240D (assets not fully paid for).

(4) But sub-paragraph (2) is not to be disregarded in determining any question as to
whether or to what extent an amount of expenditure is actually brought into account
in calculating the profits of a trade, profession or vocation for the tax year 2017-18
for the purposes of the provisions mentioned in paragraphs (a) and (b) of sub-
paragraph (3).
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SCHEDULE 3 Section 17

TRADING AND PROPERTY ALLOWANCES

PART 1

MAIN PROVISIONS
1 In ITTOIA 2005, after section 783 insert—

“PART 6A

INCOME CHARGED UNDER THIS ACT: TRADING AND PROPERTY ALLOWANCES

CHAPTER 1

TRADING ALLOWANCE
Introduction

783 A Relief under this Chapter

(1) This Chapter gives relief to an individual on—
(a) the income of a relevant trade (see section 783AA), and
(b) miscellaneous income (see section 783AB).

(2) If the individual qualifies for full relief (see section 783AE), the individual's
relevant income (see section 783AC) is not charged to income tax (see
sections 783AF and 783AQG).

(3) If the individual qualifies for partial relief (see section 783AH), the
individual's relevant income is calculated by alternative methods (see
sections 783Al to 783AK).

(4) Any provision of this Chapter which gives relief'is subject to sections 783AN
to 783AQ, which specify circumstances in which relief under this Chapter
is not given.

Basic definitions

783AA “Relevant trade” of an individual

(1) For the purposes of this Chapter, a trade carried on by an individual is a
“relevant trade” of the individual for a tax year if—

(a) theindividual carries on the trade otherwise than in partnership, and

(b) the trade is not a rent-a-room trade in relation to the individual for
the tax year.

(2) For the purposes of subsection (1)(b) a trade is a “rent-a-room trade” in
relation to an individual for a tax year if—
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(a) the individual qualifies for rent-a-room relief for the tax year, and

(b) theindividual has rent-a-room receipts for the tax year which would,
apart from Chapter 1 of Part 7 (rent-a-room relief), be brought into
account in calculating the profits of the trade.

See section 783AR for definitions relevant to this subsection.

(3) In this Chapter references to a trade include references to a profession or
vocation.

783AB “Miscellaneous income”

(1) For the purposes of this Chapter, an individual's “miscellaneous income” for
a tax year is all the income arising to the individual in the tax year which
would be chargeable to income tax under Chapter 8 of Part 5 (income not
otherwise charged) for the tax year.

(2) But if—
(a) the individual qualifies for rent-a-room relief for the tax year, and

(b) theindividual has rent-a-room receipts for the tax year which would,
apart from Chapter 1 of Part 7, be chargeable to income tax under
Chapter 8 of Part 5,

the rent-a-room receipts are not miscellaneous income.

(3) The reference in subsection (1) to the amount which would be chargeable
to income tax under Chapter 8 of Part 5 is to the amount which would be
so chargeable—

(a) apart from this Chapter, and
(b) ifno deduction were made for expenses or any other matter.

783AC The individual's “relevant income”

(1) For the purposes of this Chapter, an individual's “relevant income” for a tax
year is the sum of the following—

(a) thereceipts for the tax year of the individual's relevant trades for the
tax year, and

(b) the individual's miscellaneous income for the tax year.

(2) In subsection (1)(a) the reference to the receipts of a trade for a tax year is
to all the amounts which would, apart from this Chapter, be brought into
account as a receipt in calculating the profits of the trade for the tax year.

783AD The individual's trading allowance

(1) For the purposes of this Chapter, an individual's trading allowance for a tax
year is £1,000.

(2) The Treasury may by regulations amend subsection (1) so as to substitute a
higher sum for the sum for the time being specified in that subsection.
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Full relief

783AE Full relief: introduction

(1) An individual qualifies for full relief for a tax year if—
(a) the individual has relevant income for the tax year,

(b) the relevant income does not exceed the individual's trading
allowance for the tax year, and

(c) no election by the individual under section 783 AL has effect for the
tax year (election for full relief not to be given).

(2) An individual also qualifies for full relief for a tax year if—

(a) the individual has relevant income for the tax year which consists of
or includes receipts of one or more relevant trades,

(b) the relevant income exceeds the individual's trading allowance for
the tax year,

(c) the conditions mentioned in subsection (3) are met,

(d) no election by the individual under section 783AL has effect for the
tax year, and

(e) no election by the individual under section 783 AM has effect for the
tax year (election for partial relief).

(3) The conditions are that—

(a) no election by the individual under section 25A (cash basis for
trades) has effect for the tax year,

(b) the individual's relevant income would not exceed the individual's
trading allowance for the tax year if it were to be assumed that an
election by the individual under section 25A had effect for the tax
year,

(c) theindividual is eligible to make an election under section 25A (see
section 31A) for the tax year, and

(d) if any trade carried on by the individual in the tax year was carried
on in the immediately preceding tax year—

(i) an election by the individual under section 25A had effect
for that preceding tax year, or

(i1) the individual was eligible to make such an election for that
preceding tax year.

783AF Full relief: trade profits

(1) This section applies if—
pp
(a) an individual qualifies for full relief for a tax year, and

(b) the individual's relevant income for the tax year consists of or
includes receipts of one or more relevant trades.

(2) The profits or losses of each such trade for the tax year are treated as nil.

783AG Full relief: miscellaneous income

(1) This section applies if—



Finance (No. 2) Act 2017 (c. 32) 55
SCHEDULE 3 — Trading and property allowances
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(a) an individual qualifies for full relief for a tax year, and

(b) the individual's relevant income for the tax year consists of or
includes miscellaneous income.

(2) The amount of—
(a) the miscellaneous income arising in the tax year, less
(b) any expenses associated with that income,
is treated as nil.

Partial relief

783 AH Partial relief: alternative calculation of profits: introduction

An individual qualifies for partial relief for a tax year if—
(a) the individual has relevant income for the tax year,

(b) the relevant income exceeds the individual's trading allowance for
the tax year, and

(c) anelection by the individual under section 783AM has effect for the
tax year (election for partial relief).

783 Al Partial relief: alternative calculation of trade profits

(1) This section applies if—
(a) an individual qualifies for partial relief for a tax year, and

(b) the individual's relevant income for the tax year consists of or
includes receipts of one or more relevant trades.

(2) The profits or losses for the tax year of each of the individual's relevant trades
are given by taking the following steps—

Step 1 Calculate the total of all the amounts which would, apart from
this Chapter, be brought into account as a receipt in calculating the
profits of the trade for the tax year.
Step 2 Subtract the deductible amount.
Step 3 Subtract from the amount given by step 2 any deduction for
overlap profit allowed in calculating the profits of the trade for the tax
year under section 205 (deduction for overlap profit in final tax year)

or section 220 (deduction for overlap profit on change of accounting
date).

(3) Subject to section 783 AK, the deductible amount is equal to the individual's
trading allowance for the tax year.

(4) “Overlap profit” has the same meaning in this section as it has in Chapter 15
of Part 2 (see sections 204 and 204A).

783AJ Partial relief: alternative calculation of chargeable miscellaneous
income

(1) This section applies if—
(a) an individual qualifies for partial relief for a tax year, and
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(b) the individual's relevant income for the tax year consists of or
includes miscellaneous income.

(2) The amount of miscellaneous income chargeable to income tax for the tax
year is—
(a) the miscellaneous income for the tax year, less
(b) the deductible amount.

(3) Subject to section 783 AK, the deductible amount is equal to the individual's
trading allowance for the tax year.

783AK Deductible amount: splitting of trading allowance

(1) This section applies where the individual's relevant income for the tax year
includes—
(a) receipts of a relevant trade, and

(b) receipts of any other relevant trade or miscellaneous income (or
both).

(2) The references in section 783Al and (where it applies) section 783AJ to
the deductible amount are to amounts which, in total, equal the individual's
trading allowance for the tax year.

(3) The question of how to allocate the individual's trading allowance for the
tax year for the purposes of subsection (2) is to be decided by the individual,
subject to subsections (4) and (5).

(4) The deductible amount in respect of a relevant trade must not be such that
the amount given by step 2 of section 783AI(2) is negative.

(5) The deductible amount in respect of miscellaneous income must not be such
as to result in the individual making a loss in the transactions giving rise to
the miscellaneous income.

Elections

783AL Election for full relief not to be given

(1) An individual may elect not to be given full relief for a tax year (see sections
783AF and 783AG).

(2) An election must be made on or before the first anniversary of the normal
self-assessment filing date for the tax year for which the election is made.

783AM Election for partial relief

(1) An individual may elect for partial relief to be given for a tax year if the
individual's relevant income for the tax year exceeds the individual's trading
allowance for the tax year (see sections 783Al and 783Al).

(2) An election must be made on or before the first anniversary of the normal
self-assessment filing date for the tax year for which the election is made.
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Exclusions from relief

783AN Exclusion from relief: expenses deducted against rent-a-room receipts

(1) No relief under this Chapter is given to an individual for a tax year if—
(a) the individual qualifies for rent-a-room relief for the tax year,

(b) the individual has rent-a-room receipts mentioned in subsection (2)
for the tax year, and

(c) condition A or B is met.

(2) The rent-a-room receipts mentioned in subsection (1) are—

(a) rent-a-room receipts which would, apart from Chapter 1 of Part
7 (rent-a-room relief), be brought into account in calculating the
profits of a trade, or

(b) rent-a-room receipts which would, apart from Chapter 1 of Part 7,
be chargeable to income tax under Chapter 8 of Part 5 (income not
otherwise charged).

(3) Condition A is that—

(a) the individual's total rent-a-room amount for the tax year does not
exceed the individual's limit for the tax year (see section 783AR),
and

(b) anelection by the individual under section 799 has effect to disapply
full rent-a-room relief for the tax year.

(4) Condition B is that—

(a) the individual's total rent-a-room amount for the tax year exceeds
the individual's limit for the tax year, and

(b) no election by the individual under section 800 has effect to apply
the alternative method of calculating profits for the tax year.

783A0 Exclusion from relief: payments by employer

No relief under this Chapter is given to an individual for a tax year if—
(a) the individual has relevant income for the tax year, and

(b) the income includes a payment made by, or on behalf of, a person
at a time when the individual is—

(i) an employee of the person, or
(i) the spouse or civil partner of an employee of the person.

783AP Exclusion from relief: payments by firm

No relief under this Chapter is given to an individual for a tax year if—
(a) the individual has relevant income for the tax year, and

(b) the income includes a payment made by, or on behalf of, a firm at
a time when the individual is—

(i) a partner in the firm, or
(i1) connected with a partner in the firm.
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783AQ Exclusion from relief: payments by close company

(1) No relief under this Chapter is given to an individual for a tax year if—
(a) the individual has relevant income for the tax year, and

(b) the income includes a payment made by, or on behalf of, a close
company at a time when the individual is—

(i) a participator in the close company, or
(i1) an associate of a participator in the close company.

(2) In this section “associate” and “participator” have the same meanings as in
Part 10 of CTA 2010 (see sections 448 and 454).

Interpretation

783 AR Interpretation of this Chapter

In this Chapter—

(a) “rent-a-room relief”, “rent-a-room receipts” and “total rent-a-room
amount” have the same meanings as in Chapter 1 of Part 7 (rent-a-
room relief: see sections 784, 786 and 788), and

(b) references to “the individual's limit” are to be construed in
accordance with section 789 (the individual's limit for the purposes
of rent-a-room relief).

CHAPTER 2

PROPERTY ALLOWANCE
Introduction

783B Relief under this Chapter

(1) This Chapter gives relief to an individual on certain income of a relevant
property business (see sections 783BA and 783BB).

(2) The form of relief depends on whether the individual's relevant property
income exceeds the individual's property allowance (see sections 783BC and
783BD).

(3) If the individual's relevant property income does not exceed the individual's
property allowance, the income is not charged to income tax (unless the
individual elects otherwise) (see sections 783BE and 783BF).

(4) If the individual's relevant property income does exceed the individual's
property allowance, the individual may elect for an alternative method of
calculating the income (see sections 783BG to 783BI).

(5) Any provision of this Chapter which gives relief'is subject to sections 783BL
to 783BP, which specify circumstances in which relief under this Chapter
is not given.
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Basic definitions

783BA “Relevant property business” of an individual

(1) Subject to subsection (3), for the purposes of this Chapter an individual's
property business is a “relevant property business” for a tax year if the
business is not a rent-a-room property business in relation to the individual
for the tax year.

(2) For the purposes of subsection (1) a property business is a “rent-a-room
property business” in relation to an individual for a tax year if—

(a) the individual qualifies for rent-a-room relief for the tax year, and

(b) all the receipts which would, apart from Chapter 1 of Part 7 (rent-
a-room relief), be brought into account in calculating the profits of
the business, are rent-a-room receipts.

See section 783BQ for definitions relevant to this subsection.

(3) If an individual receives—

(a) property income distributions which are treated as profits of a UK
property business by virtue of regulation 69Z18(1) or (2) of the AIF
Regulations (property AIF distributions: liability to tax), or

(b) distributions which are treated as profits of a UK property business
by virtue of section 548(6) of CTA 2010 (REIT distributions:
liability to tax),

that separate property business (see regulation 69Z18(6) of the AIF
Regulations and section 549(5) of CTA 2010) is not a relevant property
business of the individual.

(4) In subsection (3) “the AIF Regulations” means the Authorised Investment
Funds (Tax) Regulations 2006 (S.1. 2006/964).

783BB “Relievable receipts” of a property business

(1) For the purposes of this Chapter, the “relievable receipts” of an individual's
relevant property business for a tax year are all the amounts which would,
apart from this Chapter, be brought into account as a receipt in calculating
the profits of the business for the tax year.

This is subject to subsections (2) and (3).

(2) If—
(a) the individual qualifies for rent-a-room relief for the tax year, and

(b) the individual has rent-a-room receipts for the tax year which would,
apart from Chapter 1 of Part 7, be brought into account in calculating
the profits of the property business,

the rent-a-room receipts are not relievable receipts of the business.

(3) Non-relievable balancing charges in respect of the property business for the
tax year are not relievable receipts of the business.
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(4) In subsection (3) “non-relievable balancing charges”, in respect of a property
business for a tax year, means balancing charges falling to be made for the
tax year under Part 2 of CAA 2001 which do not relate to a business or
transaction which is carried on, or entered into, for the purpose of generating
receipts which are relievable receipts of the property business.

783BC The individual's “relevant property income”

For the purposes of this Chapter, an individual's “relevant property income”
for a tax year is the relievable receipts for the tax year of the individual's
relevant property businesses for the tax year.

783BD The individual's property allowance

(1) For the purposes of this Chapter, an individual's property allowance for a
tax year is £1,000.

(2) The Treasury may by regulations amend subsection (1) so as to substitute a
higher sum for the sum for the time being specified in that subsection.

Relief if relevant property income does not exceed property allowance

783BE Full relief: introduction

An individual qualifies for full relief for a tax year if—
(a) the individual has relevant property income for the tax year,

(b) the relevant property income does not exceed the individual's
property allowance for the tax year, and

(c) no election by the individual under section 783BJ has effect for the
tax year (election for full relief not to be given).

783BF Full relief: property profits

(1) If an individual qualifies for full relief for a tax year, this section applies in
relation to the calculation of the profits of the individual's relevant property
business for the tax year or, where the individual's relevant property income
for the tax year consists of the relievable receipts of two relevant property
businesses, the profits of each property business for the tax year.

(2) The following are not brought into account—
(a) the relievable receipts of the property business for the tax year, and
(b) any expenses associated with those receipts.

Relief if relevant property income exceeds property allowance

783BG Partial relief: alternative calculation of property profits: introduction

An individual qualifies for partial relief for a tax year if—
(a) the individual has relevant property income for the tax year,

(b) the relevant property income exceeds the individual's property
allowance for the tax year, and
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(c) anelection by the individual under section 783BK has effect for the
tax year (election for partial relief).

783BH Partial relief: alternative calculation of property profits

(1) If an individual qualifies for partial relief for a tax year, this section applies in
relation to the calculation of the profits of the individual's relevant property
business for the tax year or, where the individual's relevant property income
for the tax year consists of the relievable receipts of two relevant property
businesses, the profits of each property business for the tax year.

(2) The relievable receipts of the property business for the tax year are brought
into account.

(3) No relevant expenses are brought into account.
(4) The deductible amount is brought into account.

(5) Subject to section 783BI, the deductible amount is equal to the individual's
property allowance for the tax year.

(6) In subsection (3) “relevant expenses” means all the amounts—

(a) which would, apart from this section, be brought into account as a
deduction in calculating the profits of the business for the tax year,
and

(b) which are associated with the relievable receipts.

783BI Deductible amount: splitting of property allowance

(1) This section applies where the individual's relevant property income for
the tax year consists of the relievable receipts of two relevant property
businesses.

(2) The references in section 783BH to the deductible amount are to amounts
which, in total, equal the individual's property allowance for the tax year.

(3) The question of how to allocate the individual's property allowance for the
tax year for the purposes of subsection (2) is to be decided by the individual,
subject to subsection (4).

(4) The deductible amount in respect of a relevant property business must not
be such as to result in a loss of the business.

Elections

783BJ Election for full relief not to be given

(1) An individual may elect not to be given full relief for a tax year (see
section 783BF).

(2) An election must be made on or before the first anniversary of the normal
self-assessment filing date for the tax year for which the election is made.
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783BK Election for partial relief

(1) An individual may elect for partial relief to be given for a tax year if
the individual's relevant property income for the tax year exceeds the
individual's property allowance for the tax year (see section 783BH).

(2) An election must be made on or before the first anniversary of the normal
self-assessment filing date for the tax year for which the election is made.

Exclusions from relief

783BL Exclusion from relief: tax reduction under section 274A

No relief under this Chapter is given to an individual for a tax year if, in
calculating the individual's liability to income tax for the tax year, a tax
reduction under section 274A (property business: relief for non-deductible
costs of a dwelling-related loan) is applied at Step 6 of the calculation in
section 23 of ITA 2007.

783BM Exclusion from relief: expenses deducted against rent-a-room receipts

(1) No relief under this Chapter is given to an individual for a tax year if—
(a) the individual qualifies for rent-a-room relief for the tax year,

(b) theindividual has rent-a-room receipts for the tax year which would,
apart from Chapter 1 of Part 7 (rent-a-room relief), be brought into
account in calculating the profits of a property business, and

(c¢) condition A or B is met.

(2) Condition A is that—

(a) the individual's total rent-a-room amount for the tax year does not
exceed the individual's limit for the tax year (see section 783BQ),
and

(b) anelection by the individual under section 799 has effect to disapply
full rent-a-room relief for the tax year.

(3) Condition B is that—

(a) the individual's total rent-a-room amount for the tax year exceeds
the individual's limit for the tax year, and

(b) no election by the individual under section 800 has effect to apply
the alternative method of calculating profits for the tax year.

783BN Exclusion from relief: payments by employer

No relief under this Chapter is given to an individual for a tax year if—
(a) the individual has relevant property income for the tax year, and

(b) the income includes a payment made by, or on behalf of, a person
at a time when the individual is—

(1) an employee of the person, or
(i1) the spouse or civil partner of an employee of the person.



Finance (No. 2) Act 2017 (c. 32) 63
SCHEDULE 3 — Trading and property allowances
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

783BO Exclusion from relief: payments by firm

No relief under this Chapter is given to an individual for a tax year if—
(a) the individual has relevant property income for the tax year, and

(b) the income includes a payment made by, or on behalf of, a firm at
a time when the individual is—

(1) a partner in the firm, or
(i1) connected with a partner in the firm.

783BP Exclusion from relief: payments by close company

(1) No relief under this Chapter is given to an individual for a tax year if—
(a) the individual has relevant property income for the tax year, and

(b) the income includes a payment made by, or on behalf of, a close
company at a time when the individual is—

(1) a participator in the close company, or
(i1) an associate of a participator in the close company.

(2) In this section “associate” and “participator” have the same meanings as in
Part 10 of CTA 2010 (see sections 448 and 454).

Interpretation

783BQ Interpretation of this Chapter

In this Chapter—

(a) “rent-a-room relief”, “rent-a-room receipts” and “total rent-a-room
amount” have the same meanings as in Chapter 1 of Part 7 (rent-a-
room relief: see sections 784, 786 and 788), and

(b) references to “the individual's limit” are to be construed in
accordance with section 789 (the individual's limit for the purposes
of rent-a-room relief).”

PART 2

CONSEQUENTIAL AMENDMENTS

ITTOIA 2005

2 ITTOIA 2005 is amended in accordance with paragraphs 3 to 11.
3 In section 1 (overview of Act), before paragraph (a) of subsection (5) insert—
“(za) provision about a trading allowance and property allowance (see
Part 6A),”.
4 In Chapter 2 of Part 2 (trading income: income taxed as trade profits), after

section 22 insert—
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“Trading allowance

22A Trading allowance

(1) The rules for calculating the profits of a trade, profession or vocation carried
on by an individual are subject to Chapter 1 of Part 6A (trading allowance).

(2) That Chapter gives relief on relevant income and, where relief is given,
disallows most deductions under this Part (see, in particular, sections 783AC,
783AF and 783Al).”

5 In Chapter 15 of Part 2 (basis periods), after section 204 insert—

“204A Overlap profit and trading allowance under Chapter 1 of Part 6A

(1) This section makes provision about the amount of profit treated as arising in
an overlap period which falls within the basis period of a trade for two tax
years (“tax year A” and “tax year B”’) where relief is given under Chapter
1 of Part 6A (trading allowance) in respect of the trade for at least one of
those tax years.

(2) The profit which arises in the overlap period is treated as nil if—

(a) the profits or losses of the trade for tax year A or tax year B (or both)
are treated as nil under section 783AF (full relief: trade profits), or

(b) inrelation to tax year A or tax year B (or both)—

(1) section 783AlI applies in calculating the profits or losses
of the trade (partial relief: alternative calculation of trade
profits), and

(ii) the deductible amount subtracted at step 2 of
section 783AI(2) in relation to the trade is greater than or
equal to the non-adjusted overlap profit.

(3) Subsection (6) applies if conditions 1 and 2 are met.

(4) Condition 1 is that, in relation to either tax year A or tax year B—

(a) section 783Al applies in calculating the profits or losses of the trade,
and

(b) the deductible amount subtracted at step 2 of section 783AI(2) in
relation to the trade is less than the non-adjusted overlap profit.

(5) Condition 2 is that neither section 783AF nor section 783Al applies in
relation to the trade—

(a) where condition 1 is met in relation to tax year A, for tax year B, or
(b) where condition 1 is met in relation to tax year B, for tax year A.

(6) The profit which arises in the overlap period is treated as equal to
the non-adjusted overlap profit less the deductible amount mentioned in
subsection (4)(b).

(7) Subsection (8) applies if, in relation to each of tax year A and tax year B—

(a) section 783Al applies in calculating the profits or losses of the trade,
and
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(b) the deductible amount subtracted at step 2 of section 783AI(2) in
relation to the trade is less than the non-adjusted overlap profit.

(8) The profit which arises in the overlap period is treated as equal to the non-
adjusted overlap profit less the higher of the following—

(a) the deductible amount subtracted at step 2 of section 783AI(2) in
calculating the profits or losses of the trade for tax year A, and

(b) the deductible amount subtracted at step 2 of section 783AI(2) in
calculating the profits or losses of the trade for tax year B.

(9) In this section “non-adjusted overlap profit” means the amount of profit that
would arise in the overlap period apart from—

(a) Chapter 1 of Part 6A, and
(b) this section.”

6 In section 227A (application of Chapter where cash basis used), after subsection (2)
insert—

“(3) This section is subject to section 227C (application of Chapter where
section 227B applies).”

7 After section 227A insert—

“227B Cash basis treatment: full relief under Chapter 1 of Part 6A (trading
allowance)

(1) Subsection (2) applies if—
(a) anindividual carries on a trade in a tax year, and
(b) the profits or losses of the trade for the tax year are treated as nil
under section 783AF (trade profits: full relief under Chapter 1 of
Part 6A) by virtue of the fact that the conditions in section 783AE(2)
are met.

(2) For the purposes of determining if this Chapter applies, an election under
section 25A is to be treated as having effect in relation to the trade for the
tax year.

227C Application of Chapter where section 227B applies

(1) This section applies if, as a result of the operation of section 227B, the basis
on which profits of a trade are calculated is treated as changed as mentioned
in section 227A(1).

(2) This Chapter applies as if—

(a) in sections 232(1) and 233(1), for “the first period of account for
which the new basis is adopted” there were substituted  the first tax
year for which the profits or losses of the trade are not treated as nil
under section 783AF ”, and

(b) sections 235, 236, 237, 239A and 239B were omitted.

(3) If there is no tax year after the change of basis for which the profits or losses
of the trade are not treated as nil under section 783 AF, this Chapter does not

apply.”
8 After section 307F (inserted by Schedule 2 to this Act) insert—
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“Property allowance

307G Property allowance

(1) The rules for calculating the profits of an individual's property business are
subject to Chapter 2 of Part 6A (property allowance).

(2) That Chapter gives relief on relevant property income and, where relief is
given, disallows all deductions under this Part which relate to that income
(see, in particular, sections 783BC, 783BF and 783BH).”

9 In section 688 (income charged under Chapter 8 of Part 5), before paragraph (a)
of subsection (2) insert—
“(za) Chapter 1 of Part 6A (which gives relief on relevant income which
may consist of or include income chargeable under this Chapter: see,
in particular, sections 783AB, 783AC, 783AG and 783AlJ),”.

10 In section 828 (overlap profit), in subsection (3), for “section 204” substitute “
sections 204 and 204A .
11 In Part 2 of Schedule 4 (defined expressions)—

(a) atthe appropriate places insert—

“individual's property allowance (in Chapter 2 of Part 6A) section 783BD
individual's trading allowance (in Chapter 1 of Part 6A) section 783AD

miscellaneous income (in Chapter 1 of Part 6A) section 783AB
relevant income (in Chapter 1 of Part 6A) section 783AC
relevant property business (in Chapter 2 of Part 6A) section 783BA
relevant property income (in Chapter 2 of Part 6A) section 783BC
relevant trade (in Chapter 1 of Part 6A) section 783AA
relievable receipts (in Chapter 2 of Part 6A) section 783BB”,
(b) inthe entry for “overlap profit”, for “section 204" substitute “ sections 204
and 204A .
TIOPA 2010
12 In TIOPA 2010—

(a) in section 22(8) (credit for foreign tax on overlap profit if credit for that
tax already allowed), in the definition of “overlap profit”, for “section 204”
substitute ““ sections 204 and 204A ”, and

(b) in section 24(8) (claw-back of relief under section 22(2)), in the definition
of “overlap profit”, for “section 204" substitute “ sections 204 and 204A .
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PART 3
COMMENCEMENT
13 The amendments made by this Schedule have effect for the tax year 2017-18 and
subsequent tax years.
SCHEDULE 4 Section 18

RELIEF FOR CARRIED-FORWARD LOSSES

PART 1

AMENDMENT OF GENERAL RULES ABOUT CARRYING FORWARD LOSSES

Non-trading deficits from loan relationships

1 Part 5 of CTA 2009 (loan relationships) is amended as follows.
2 In the heading of Chapter 16 (non-trading deficits) at the end insert ““ : pre-1 April
2017 deficits and charities .
3 In section 456 (introduction to Chapter 16) in subsection (1)—
(a) after “if” insert “—
(a)”,
and
(b) at the end insert “, and
(b) either—
(1) that accounting period begins before 1 April 2017,
or

(i) at the end of that accounting period the company
is a charity”.

4 After section 463 insert—

“CHAPTER 16A

NON-TRADING DEFICITS: POST 1 APRIL 2017 DEFICITS

463A Introduction to Chapter

(1) This Chapter applies if—
(a) for any accounting period beginning on or after 1 April 2017 a

company has a non-trading deficit from its loan relationships under
section 301(6), and

(b) at the end of that accounting period the company is not a charity.

(2) In this Chapter “the deficit” and “the deficit period” mean that deficit and
that period respectively.
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(3) Sections 463B and 463C deal with claims to set off the deficit against profits
of the deficit period or earlier periods.

(4) Sections 463D to 463F deal with the consequences of such claims.

(5) Sections 463G to 4631 provide for so much of the deficit as is not—
(a) set off against profits under section 463B, or
(b) surrendered as group relief under Part 5 of CTA 2010,
to be carried forward to later accounting periods.

463B Claim to set off deficit against profits of deficit period or earlier periods

(1) The company may make a claim for the whole or part of the deficit—

(a) to be set off against any profits of the company (of whatever
description) for the deficit period, or

(b) to be carried back to be set off against profits for earlier accounting
periods.

(2) No claim may be made under subsection (1) in respect of so much of the
deficit as is surrendered as group relief under Part 5 of CTA 2010.

(3) For time limits and other provisions applicable to claims under
subsection (1), see section 463C.

(4) For what happens when a claim is made under subsection (1)(a), see
section 463D.

(5) For what happens when a claim is made under subsection (1)(b), and the
profits available for relief when such a claim is made, see sections 463E and
463F.

463C Time limits for claims under section 463B(1)

(1) A claim under section 463B(1) must be made within—
(a) the period of 2 years after the deficit period ends, or
(b) such further period as an officer of Revenue and Customs allows.

(2) Different claims may be made in respect of different parts of a non-trading
deficit for any deficit period.

(3) But no claim may be made in respect of any part of a deficit to which another
such claim relates.

463D Claim to set off deficit against profits for the deficit period

(1) This section applies if a claim is made under section 463B(1)(a) for the whole
or part of the deficit to be set off against profits for the deficit period.

(2) The amount of the deficit to which the claim relates must be set off against
the profits of the company for the deficit period which are identified in the
claim.

(3) Those profits are reduced accordingly.



Finance (No. 2) Act 2017 (c. 32) 69
SCHEDULE 4 — Relief for carried-forward losses
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(4) Relief under this section must be given before relief is given against profits
for the deficit period—

(a) under section 37 or 62(1) to (3) of CTA 2010 (deduction of losses
from total profits for the same or earlier accounting periods), or

(b) as a result of a claim under section 463B(1)(b) (carry-back) in
respect of a deficit for a later period.

(5) No relief may be given under this section against ring fence profits of
the company within the meaning of Part 8 of CTA 2010 (oil activities) or
contractor's ring fence profits of the company within the meaning of Part
8ZA of that Act (oil contractors).

463E Claim to carry back deficit to earlier periods

(1) This section applies if a claim is made under section 463B(1)(b) for the
whole or part of the deficit to be carried back to be set off against profits for
accounting periods before the deficit period.

(2) The claim has effect only if it relates to an amount no greater than the lesser
of—
(a) so much of the deficit as is not an amount in relation to which a
claim is made under section 463B(1)(a), and

(b) the total amount of the profits available for relief under this section.
(3) Section 463F explains which profits are so available.
p p

(4) The amount to which the claim relates is set off against those profits by
treating them as reduced accordingly.

(5) If those profits are profits for more than one accounting period, the relief is
applied by setting off the amount to which the claim relates against profits
for a later period before setting off any remainder of that amount against
profits for an earlier period.

463F Profits available for relief under section 463E

(1) The profits available for relief under section 463E are the amounts which
(apart from the relief) would be charged under this Part as profits for
accounting periods ending within the permitted period after giving every
prior relief.

(2) In this section—

“the permitted period” means the period of 12 months
immediately before the deficit period, and

“prior relief” means a relief which subsection (5) provides must
be given before relief under section 463E.

(3) If an accounting period ending within the permitted period begins before it,
only a part of the amount which (apart from the relief) would be chargeable
under this Part for the period, after giving every prior relief, is available for
relief under section 463E.

(4) That part is so much as is proportionate to the part of the accounting period
in the permitted period.
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(5) The reliefs which must be given before relief under section 463E are—

(a) relief as a result of a claim under section 459(1)(a) or
section 463B(1)(a) (claim for deficit to be set off against total profits
for the deficit period),

(b) reliefin respect of a loss or deficit incurred or treated as incurred in
an accounting period before the deficit period,

(c) relief under Part 6 of CTA 2010 (charitable donations relief in
respect of payments made wholly and exclusively for the purposes
of a trade),

(d) relief under section 37 of CTA 2010 (losses deducted from total
profits of the same or an earlier accounting period), and

(e) if the company is a company with investment business for the
purposes of Part 16 (companies with investment business)—

(i) any deduction in respect of management expenses under
section 1219 (expenses of management of a company's
investment business),

(ii) reliefunder Part 6 of CTA 2010 in respect of payments made
wholly and exclusively for the purposes of its business, and

(iii) any allowance under Part 2 of CAA 2001 (plant and
machinery allowances).

463G Carry forward of unrelieved deficit against total profits

(1) This section applies if conditions A to D are met.

(2) Condition A is that—
(a) any amount of the deficit (“the unrelieved amount”) is not—
(1) set off against profits on a claim under section 463B(1), or
(i1) surrendered as group relief under Part 5 of CTA 2010.

(3) Condition B is that it is not the case—
(a) that the company ceased to be a company with investment business
in the deficit period, or
(b) (if the company was a company with investment business
immediately before the beginning of the deficit period) that its
investment business became small or negligible in the deficit period.

(4) Condition C is that (if the company is a Solvency 2 insurance company) it
is not the case that the whole of the deficit is a shock loss.

(5) Condition D is that (if the company is a general insurance company) the
first accounting period after the deficit period is not an excluded accounting
period.

(6) The unrelieved amount is carried forward to the first accounting period after
the deficit period.

(7) The company may make a claim for the whole or part of the unrelieved
amount to be set off against the company's total profits for the first
accounting period after the deficit period.

(8) If a claim is made under subsection (7)—
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(a) the unrelieved amount, or the part of it to which the claim relates,
must be set off against the company's total profits for the first
accounting period after the deficit period, and

(b) those profits are reduced accordingly.

(9) No claim may be made under subsection (7) in respect of so much of the
unrelieved amount as is surrendered under Part SA of CTA 2010 (group relief
for carried-forward losses).

(10) A claim under subsection (7) must be made within—

(a) the period of two years after the end of the first accounting period
after the deficit period, or

(b) such further period as an officer of Revenue and Customs allows.

(11) No relief may be given under this section against ring fence profits of
the company within the meaning of Part 8 of CTA 2010 (oil activities) or
contractor's ring fence profits of the company within the meaning of Part
8ZA of that Act (oil contractors).

(12) If —
(a) the company is a Solvency 2 insurance company, and
(b) the deficit is partly (but not wholly) a shock loss,

subsections (6) to (9) have effect as if references to the unrelieved amount
were to the eligible amount (see subsection (13)).

(13) In this section “the eligible amount” means so much of the unrelieved
amount as is not a shock loss; and for the purpose of determining how much
of the unrelieved amount is, or is not, a shock loss, it is to be assumed that
in setting off or surrendering amounts as mentioned in subsection (2)(a)(i)
and (ii) the company uses shock losses before other amounts.

(14) In this Chapter—

“company with investment business” has the same meaning as in
Part 16 (see section 1218B);

“excluded accounting period” has the meaning given by
section 269ZG of CTA 2010;

“general insurance company” is to be interpreted in accordance
with section 269ZG of CTA 2010;

“shock loss” has the meaning given by section 269ZK of CTA
2010;

“Solvency 2 insurance company” means an insurance company
as defined in section 269ZP(2) of CTA 2010.

(15) In this Chapter references to a company's investment business are to be
construed in accordance with section 1219(2).

463H Carry forward of unrelieved deficit against non-trading profits

(1) Subsections (4) to (8) apply if—
(a) section 463G would apply but for the fact that the company's
investment business became small or negligible in the accounting
period mentioned in subsection (3)(b) of that section,
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(b) section 463G would apply but for condition D in that section
(no carry-forward to an excluded accounting period of a general
insurance company), or

(c) the company is a Solvency 2 insurance company and any
amount of the deficit would be eligible to be carried forward
under section 463G(6) were that amount not a shock loss (see
section 463G(4), (12) and (13)).

(2) Subsections (4) to (8) also apply if—
(a) subsections (6) to (10) of section 463G would apply but for the fact
that the company's investment business became small or negligible
in the accounting period mentioned in section 4631(1)(c)(ii), or

(b) subsections (6) to (10) of section 463G would apply but for
section 4631(1)(d) (no carry-forward under those subsections to an
excluded accounting period of a general insurance company).

(3) In this section the “unrelieved amount”—
(a) in a case within paragraph (a) or (b) of subsection (1), is to be
interpreted in accordance with section 463G(2);

(b) in a case within paragraph (c) of subsection (1), means the amount
mentioned in that paragraph;

(c) in a case within subsection (2), means so much of the deficit
mentioned in section 463I(1)(a) as is not set off as mentioned in
section 4631(1)(b)(i) or surrendered as mentioned in section 4631(1)

(b)(ii).
(4) The unrelieved amount is carried forward to the first accounting period
(“period 2”°) after—
(a) (in a case within subsection (1)) the deficit period, or

(b) (in a case within subsection (2)) the period mentioned in
section 4631(1)(a).

(5) So much of the unrelieved amount as is not the subject of a claim under
subsection (7) must be set off against the non-trading profits of the company
for period 2.

(6) Those profits are reduced accordingly.

(7) The company may make a claim for relief under subsection (5) not to be
given in period 2 for the unrelieved amount or so much of it as is specified
in the claim.

(8) A claim under subsection (7) is effective if, and only if, it is made—
(a) within the period of two years after the end of period 2, or

(b) within such further period as an officer of Revenue and Customs
may allow.

(9) Subsection (10) applies if any amount is carried forward under subsection (4)
to an accounting period (“the carry forward period”) and—

(a) cannot be set off under subsection (5) against non-trading profits of
that period, or

(b) is the subject of a claim under subsection (7).
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(10) If the company continues to be a company with investment business
throughout the carry forward period, subsections (4) to (8) have effect as if—

(a) references to the unrelieved amount were to the amount mentioned
in subsection (9), and

(b) references to—
(1) the deficit period, or
(ii) the period mentioned in section 4631(1)(a),
were to the carry forward period.

(11) In this section “non-trading profits”, in relation to a company, means so
much of the company's profits as does not consist of trading income for the
purposes of section 37 of CTA 2010 (deduction of trading losses from total
profits of the same or an earlier period).

4631 Re-application of section 463G if any deficit remains after previous
application
(1) This section applies if—
(a) any amount of the deficit is carried forward to an accounting period
(“the later period”) of the company under section 463G(6),
(b) any of that amount is not—

(i) set off against the company's total profits for the later period
on a claim under section 463G(7), or

(i1) surrendered as group relief for carried-forward losses under
Part 5A of CTA 2010,

(c) itisnotthe case—

(i) that the company ceased to be a company with investment
business in the later period, or

(i1) (if the company was a company with investment business
immediately before the beginning of the later period) that
its investment business became small or negligible in the
later period, and

(d) itisnot the case that the first accounting period after the later period
is an excluded accounting period of a general insurance company.

(2) Subsections (6) to (10) of section 463G apply as if—

(a) references to the unrelieved amount were to so much of the amount
of the deficit carried forward to the later period as is not set off or
surrendered as mentioned in subsection (1)(b), and

(b) references to the deficit period were to the later period.”

Non-trading losses on intangible fixed assets

5 (1) Section 753 of CTA 2009 (treatment of non-trading loss) is amended as follows.

n subsection carry forward of non-trading loss)—
2) In subsection (3) (carry f d of ding 1
(a) in the words before paragraph (a), after “not” insert “, in any period (“the

reference period”) ”’;

(b) in the words after paragraph (b) for “debit of” substitute “ loss on intangible
fixed assets for ”.
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(3) After subsection (3) insert—

“(4) But subsection (3) does not apply if the company ceased to be a company
with investment business in the reference period.

(5) In the application of subsection (3) to an amount of a loss previously carried
forward under that subsection, the reference in paragraph (b) to group relief
under Part 5 of CTA 2010 is to be read as a reference to group relief for
carried-forward losses under Part SA of that Act.

(6) In this section “company with investment business” has the same meaning
as in Part 16 (see section 1218B).”

Expenses of management of investment business etc

6 (1) Section 1223 of CTA 2009 (carrying forward expenses of management and other
amounts) is amended as follows.
(2) In subsection (1)(b)—
(a) for “amounts” substitute “ an amount ”, and
(b) after “(2)(c),” insert “—
(i) a claim relating to the whole of the amount has not
been made under subsection (3B), or”.
(3) After subsection (3) insert—

“(3A) But subsection (3) does not apply in relation to so much of the excess as is
surrendered as group relief under Part 5 of CTA 2010 or as group relief for
carried-forward losses under Part SA of that Act.

(3B) A deduction in respect of the excess may be made under section 1219 for
the next accounting period only on the making by the company of a claim.

(3C) A claim may relate to the whole of the excess or to part of it only.

(3D) A claim must be made—
(a) within the period of two years after the end of the next accounting
period, or
(b) within such further period as an officer of Revenue and Customs
may allow.

(3E) Subsection (1A) of section 1219 does not apply in relation to a deduction in
respect of the excess made for the next accounting period.”

Trading losses
7 Chapter 2 of Part 4 of CTA 2010 (trade losses) is amended as follows.

8 In section 36 (introduction to Chapter) for subsection (1) substitute—

“(1) This Chapter provides relief for a loss made by a company in a trade (see
sections 37 to 47)”.

9 For the italic heading before section 37 substitute— “ Relief in loss-making period
and carry back relief .
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10 (1) Section 45 (carry forward of trade loss against subsequent trade profits) is amended
as follows.

(2) In the heading, after “of” insert *“ pre-1 April 2017 .

(3) In subsection (1) after “accounting period” insert “ beginning before 1 April 2017 ™.
(4) In subsection (4)(b) for “cannot be” substitute “ is not .

(5) After subsection (4) insert—

“(4A) But the company may make a claim that the profits of the trade of an
accounting period specified in the claim are not to be reduced by the
unrelieved loss, or are not to be reduced by the unrelieved loss by more than
an amount specified in the claim.

(4B) A claim under subsection (4A) may specify an accounting period only if it
begins on or after 1 April 2017.

(4C) A claim under subsection (4A) is effective if, and only if, it is made—

(a) within the period of two years after the end of the accounting period
specified in the claim, or

(b) within such further period as an officer of Revenue and Customs
may allow.”

(6) In subsection (5) for “section” (in the second place it occurs) substitute “, sections
45B, 45F and .

11 After section 45 insert—

“45A Carry forward of post-1 April 2017 trade loss against total profits

(1) This section applies if—
(a) in an accounting period (“the loss-making period”) beginning on or
after 1 April 2017 a company carrying on a trade makes a loss in
the trade,

(b) relief under section 37 or Part 5 (group relief) is not given for an
amount of the loss (“the unrelieved amount”),

(c) the company continues to carry on the trade in the next accounting
period (“the later period”), and

(d) the conditions in subsection (3) are met.
(2) But this section does not apply if the trade is a ring fence trade.

(3) The conditions are that—
(a) the trade did not become small or negligible in the loss-making
period,
(b) relief under section 37 was not unavailable for the loss by reason
of —
(1) section 37(5), 44, 48 or 52, or

(ii) section 1209, 1216DA, 1217DA, 1217MA, 1217SA or
1218ZDA of CTA 2009,
(¢c) relief under section 37 would not be unavailable by reason of
section 44 for a loss (assuming there was one) made in the trade in
the later period,
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(d) if the company is a Solvency 2 insurance company the loss is not a
shock loss (see subsections (9) and (10)), and

(e) the later period is not an excluded accounting period of a general
insurance company.

(4) The unrelieved amount is carried forward to the later period.

(5) The company may make a claim for relief to be given in the later period for
the unrelieved amount or for any part of it specified in the claim.

(6) If the company makes a claim, the relief is given by deducting the unrelieved
amount, or the specified part of it, from the company's total profits of the
later period.

(7) A claim under this section must be made—
(a) within the period of two years after the end of the later period, or

(b) within such further period as an officer of Revenue and Customs
may allow.

(8) Relief under this section is subject to restriction or modification in
accordance with provisions of the Corporation Tax Acts.

(9) For the purposes of this section and section 45B, a loss which is partly, but
not wholly, a shock loss is to be treated as if—

(a) the amount that is a shock loss, and
(b) the amount that is not,
were separate losses.

(10) In this section—

“excluded accounting period” has the meaning given by
section 2697G;

“general insurance company” is to be interpreted in accordance
with section 269ZG(6);

“ring fence trade” has the same meaning as in Part 8 (see
section 277);

“Solvency 2 insurance company” means an insurance company
as defined in section 269ZP(2);

“shock loss” has the meaning given by section 269ZK.

45B Carry forward of post-1 April 2017 trade loss against trade profits

(1) This section applies if—
(a) in an accounting period (“the loss-making period”) beginning on or
after 1 April 2017 a company carrying on a trade makes a loss in
the trade,

(b) reliefunder section 37 or 42 or Part 5 (group relief) is not given for
an amount of the loss (“the unrelieved amount™),

(c) the company continues to carry on the trade in the next accounting
period (“the later period”), and

(d) case 1,2 or 3 applies.
Case 1 is that any of the conditions in section 45A(3) are not met.
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Case 2 i1s that relief for the unrelieved amount was not available under
section 45A by reason of section 1210(5), 1216DB(5) or 1217DB(5)
of CTA 2009.

Case 3 is that the trade is a ring fence trade.
(2) The unrelieved amount is carried forward to the later period.

(3) Relief for the unrelieved amount is given to the company in the later period
if the company makes a profit in the trade in the later period.

(4) The relief is given by reducing the profits of the trade of the later period by
the unrelieved amount.

(5) But the company may make a claim for relief not to be given in the later
period for the unrelieved amount or for any part of it specified in the claim.

(6) A claim under subsection (5) is effective if, and only if, it is made—
(a) within the period of two years after the end of the later period, or

(b) within such further period as an officer of Revenue and Customs
may allow.

(7) If the trade is a ring fence trade, this section has effect only in relation
to so much of the loss mentioned in subsection (1)(a) as is not a non-
decommissioning loss.

(8) Relief under this section is subject to restriction or modification in
accordance with provisions of the Corporation Tax Acts.

(9) In this section—

“non-decommissioning loss” is to be interpreted in accordance with
section 303A;

“ring fence trade” has the same meaning as in Part 8 (see section 277).

(10) See also section 45A(9) (splitting for the purposes of that section and this
section of losses that are partly, but not wholly, shock losses of insurance
companies).

45C Re-application of section 45A if loss remains after previous application

(1) This section applies if—
(@) an amount of a loss made in a trade is carried forward to

an accounting period (“the later period”) of a company under
section 45A(4),

(b) any of that amount is not deducted from the company's total profits
of the later period on a claim under section 45A(5) or surrendered
by way of group relief for carried forward-losses under Part SA,

(¢c) the company continues to carry on the trade in the accounting period
(“the further period”) after the later period, and

(d) the conditions in subsection (2) are met.

(2) The conditions are that—
(a) the trade did not become small or negligible in the later period,
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(b) relief under section 37 would not be unavailable by reason of
section 44 for a loss (assuming there was one) made in the trade in
the further period, and

(c) the further period is not an excluded accounting period of a general
insurance company.

(3) Subsections (4) to (8) of section 45A apply as if—

(a) references to the unrelieved amount were to so much of the amount
carried forward to the later period as is not deducted or surrendered
as mentioned in subsection (1)(b), and

(b) references to the later period were to the further period.

(4) In this section “excluded accounting period” and “general insurance
company” have the same meaning as in section 45A.

45D Application of section 45B if loss remains after application of section 45A

(1) This section applies if—
(@) an amount of a loss made in a trade is carried forward to

an accounting period (“the later period”) of a company under
section 45A(4),

(b) any of that amount is not deducted from the company's total profits
of the later period on a claim under section 45A(5) or surrendered
by way of group relief for carried forward-losses under Part SA,

(¢c) the company continues to carry on the trade in the accounting period
(“the further period”) after the later period, and

(d) any of the conditions in section 45C(2) is not met.

(2) Subsections (2) to (8) of section 45B apply as if—

(a) references to the unrelieved amount were to so much of the amount
carried forward to the later period as is not deducted or surrendered
as mentioned in subsection (1)(b), and

(b) references to the later period were to the further period.

45E Re-application of section 45B if loss remains after previous application

(1) This section applies if—
(a) an amount of a loss made in a trade is carried forward to

an accounting period (“the later period”) of a company under
section 45B(2),

(b) any of that amount is not used under section 45B(4) to reduce profits
of the trade for the later period, and

(c) the company continues to carry on the trade in the accounting period
(“the further period”) after the later period.

(2) Subsections (2) to (8) of section 45B apply as if—

(a) references to the unrelieved amount were to so much of the amount
carried forward to the later period as was not used as mentioned in
subsection (1)(b), and

(b) references to the later period were to the further period.
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45F Terminal losses: relief unrestricted by Part 7ZA and 7A

(1) This section applies if—
(a) acompany makes a loss in a trade in an accounting period (the “loss-
making period”),
(b) an amount of that loss is carried forward to an accounting period of
the company (“the terminal period”) under section 45, 45A or 45B,

(c) relief in the terminal period is not given under section 45, 45A or
(as the case may be) 45B for that amount or for any part of it, and

(d) the company ceases to carry on the trade in the terminal period.

(2) The company may make a claim for relief to be given for the unrelieved
amount under this section.

(3) If the company makes a claim the relief is given by deducting the unrelieved
amount from the relevant profits of the company of—

(a) the terminal period, and

(b) previous accounting periods so far as they fall (wholly or partly)
within the period of 3 years ending with the end of the terminal
period.

(4) But no deduction is to be made under subsection (3) for any accounting
period which is—
(a) the loss-making period,
(b) a period before the loss-making period, or
(c) aperiod beginning before 1 April 2017.

(5) The amount of a deduction to be made under subsection (3) for any
accounting period is the amount of the unrelieved amount so far as it cannot
be deducted under that subsection for a subsequent accounting period.

(6) The company's claim must be made—
(a) within the period of two years after the end of the terminal period, or

(b) within such further period as an officer of Revenue and Customs
may allow.

(7) In this section—
“the unrelieved amount” means so much of the amount mentioned
in subsection (1)(b) for which relief is not given in the terminal
period under section 45, 45A or (as the case may be) 45B, and

“relevant profits”, in relation to the terminal period or any
previous accounting period, means—

(a) the total profits of the company of the period, in a case where
the unrelieved amount was carried forward to the terminal
period under section 45A,

(b) the profits of the trade of the period, in a case where the

unrelieved amount was carried forward to the terminal period
under section 45 or 45B.

(8) Relief under this section is subject to restriction or modification in
accordance with provisions of the Corporation Tax Acts.
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45G Section 45F: accounting period falling partly within 3 year period

(1) This section applies if an accounting period falls partly within the period of
3 years mentioned in section 45F(3)(b).

(2) The amount of the deduction for the unrelieved amount for the accounting
period is not to exceed an amount equal to the overlapping proportion of the
company's relevant profits of that period.

(3) The overlapping proportion is the same as the proportion that the part of the
accounting period falling within the period of 3 years bears to the whole of
the accounting period.

(4) In this section “the unrelieved amount” and “relevant profits” have the
meaning given by section 45F(7).

45H Section 45F: transfers of trade to obtain relief

Section 45F does not apply by reason of a company ceasing to carry on a
trade if—

(a) onthe company ceasing to carry on the trade, any of the activities of
the trade begin to be carried on by a person who is not (or by persons
any or all of whom are not) within the charge to corporation tax, and

(b) the company's ceasing to carry on the trade is part of a scheme
or arrangement the main purpose, or one of the main purposes,
of which is to secure that that section applies by reason of the
cessation.”

UK property business losses
12 Chapter 4 of Part 4 of CTA 2010 (property losses) is amended as follows.

13 (1) Section 62 (relief for losses made in UK property business) is amended as follows.

(2) In subsection (4)—
(a) in the words before paragraph (a), for “Subsection (5) applies” substitute
Subsections (5) to (5C) apply ”, and
(b) for paragraph (a) substitute—
“(a) an amount of the loss is not deducted as mentioned in

subsection (3) or surrendered by way of group relief under
Part 5,”.

(3) In subsection (5), for the words before paragraph (a) substitute “ The amount ™.
(4) After subsection (5) insert—

“(5A) But relief under subsection (2) for the amount is given to the company in the
next accounting period only on the making by the company of a claim.

(5B) A claim may relate to the whole of the amount or to part of it only.

(5C) A claim must be made—

(a) within the period of two years after the end of the next accounting
period, or
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(b) within such further period as an officer of Revenue and Customs
may allow.

(5D) In the application of this section to an amount of a loss previously carried
forward under subsection (5), the reference in subsection (4)(a) to group
relief under Part 5 is to be read as a reference to group relief for carried-
forward losses under Part 5A.”

14 (1) Section 63 (company with investment business ceasing to carry on UK property
business) is amended as follows.

(2) For subsection (2) substitute—

“(2) Subsections (3) to (7) apply if an amount of loss made in carrying on the UK
property business would be carried forward to the next accounting period
under section 62(5) but for the company ceasing to carry on the business or
to be within the charge to corporation tax in respect of it.”

(3) In subsection (3)(b) for “that” substitute “ the next accounting ™.
(4) After subsection (3) insert—

“(4) But a deduction in respect of the amount of loss may be made under
section 1219 of CTA 2009 for the next accounting period only on the making
by the company of a claim.

(5) A claim may relate to the whole of the amount of the loss or to part of it only.

(6) A claim must be made—
(a) within the period of two years after the end of the next accounting
period, or
(b) within such further period as an officer of Revenue and Customs
may allow.

(7) Subsection (1A) of section 1219 of CTA 2009 does not apply in relation to
a deduction in respect of the amount of loss made for the next accounting
period.”

PART 2

RESTRICTION ON DEDUCTIONS IN RESPECT OF CARRIED-FORWARD LOSSES
15 CTA 2010 is amended as follows.
16 After section 269 insert—
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“PART 7ZA

RESTRICTIONS ON OBTAINING CERTAIN DEDUCTIONS
Introduction

269ZA Overview of Part

This Part contains provision restricting the amount of certain deductions
which a company may make in calculating its taxable total profits for an
accounting period.

Restrictions on obtaining certain deductions

269ZB Restriction on deductions from trading profits

(1) This section has effect for determining the taxable total profits of a company
for an accounting period.

(2) The sum of any deductions made by the company for the accounting period
which fall within subsection (3) may not exceed the relevant maximum.

But this is subject to subsection (10).

(3) The following deductions fall within this subsection—
(a) any deductions under section 45(4)(b) or 45B;

(b) any deduction under section 303B(4) or 303D(5), so far as it is a
restricted deduction.

(4) For the purposes of this section a deduction under section 303B(4) or
303D(5) is a “restricted deduction” so far as it would not be available but for
section 304(5) (reduction of income derived from related activities).

(5) In this section the “relevant maximum’ means the sum of—
(a) 50% of the company's relevant trading profits for the accounting
period, and
(b) the company's trading profits deductions allowance for the
accounting period.

(6) Section 269ZF contains provision for determining a company's relevant
trading profits for an accounting period.

(7) A company's “trading profits deductions allowance” for an accounting
period—
(a) is so much of the company's deductions allowance for the period
as is specified in the company's tax return as its trading profits
deductions allowance for the period, and

(b) accordingly, is nil if no amount of the company's deductions
allowance for the period is so specified.
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(8) An amount specified under subsection (7)(a) as a company's trading profits
deductions allowance for an accounting period may not exceed the difference
between—

(a) the amount of the company's deductions allowance for the period,
and

(b) the total of any amounts specified for the period under
section 269ZC(5)(a) (non-trading profits deductions allowance) and
section 124D(4) of FA 2012 (BLAGAB trade profits deductions
allowance).

(9) A company's “deductions allowance” for an accounting period is to be
determined in accordance with section 269ZR where, at any time in that
period—

(a) the company is a member of a group (see section 269Z27B), and
(b) one or more other companies within the charge to corporation tax
are members of that group.

Otherwise, a company's “deductions allowance” for an accounting period is
to be determined in accordance with section 269ZW.

(10) Subsection (2) does not apply in relation to a company for an accounting
period where, in determining the company's relevant trading profits, the
amount given by step 1 in section 269ZF(3) is not greater than nil.

269ZC Restriction on deductions from non-trading profits

(1) This section has effect for determining the taxable total profits of a company
for an accounting period.

(2) The sum of any deductions made by the company for the accounting
period under section 457(3) and 463H(5) of CTA 2009 (carry forward of
non-trading deficits from loan relationships against subsequent non-trading
profits) may not exceed the relevant maximum.

But this is subject to subsection (8).

(3) In this section the “relevant maximum’ means the sum of—
(a) 50% of the company's relevant non-trading profits for the
accounting period, and
(b) the amount of the company's non-trading profits deductions
allowance for the accounting period.

(4) Section 269ZF contains provisions for determining a company's relevant
non-trading profits for an accounting period.

(5) A company's “non-trading profits deductions allowance” for an accounting
period—

(a) is so much of the company's deductions allowance for the period
as is specified in the company's tax return as its non-trading profits
deductions allowance for the period, and

(b) accordingly, is nil if no amount of the company's deductions
allowance for the period is so specified.
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(6) An amount specified under subsection (5)(a) as a company's non-trading
profits deductions allowance for an accounting period may not exceed the
difference between—

(a) the amount of the company's deductions allowance for the period,
and

(b) the total of any amounts specified for the period under
section 269ZB(7)(a) (trading profits deductions allowance) and
section 124D(4) of FA 2012 (BLAGAB trade profits deductions
allowance).

(7) A company's “deductions allowance” for an accounting period is to be
determined in accordance with section 269ZR where, at any time in that
period—

(a) the company is a member of a group (see section 269Z27B), and
(b) one or more other companies within the charge to corporation tax
are members of that group.

Otherwise, a company's “deductions allowance” for an accounting period is
to be determined in accordance with section 269ZW.

(8) Subsection (2) does not apply in relation to a company for an accounting
period where, in determining the company's relevant non-trading profits for
the period, the amount given by step 1 in section 269ZF(3) is not greater
than nil.

269Z.D Restriction on deductions from total profits

(1) This section has effect for determining the taxable total profits of a company
for an accounting period.

(2) The sum of any relevant deductions made by the company for the accounting
period may not exceed the difference between—
(a) the relevant maximum, and
(b) the sum of—

(1) any deductions falling within section 269ZB(3) (carry
forward of trade loss against subsequent trade profits) made
by the company for the accounting period,

(i1) any deductions made by the company for the accounting
period under sections 457(3) and 463H(5) of CTA
2009 (carry forward of non-trading deficits from loan
relationships against subsequent non-trading profits), and

(iii) any deductions made by the company for the accounting
period under sections 124(5), 124A(5) and 124C(6) of
FA 2012 (carry forward of BLAGAB trade losses against
BLAGAB trade profits).

But this is subject to subsection (7) and section 269ZE.

(3) The following deductions made for an accounting period are “relevant
deductions” for the purposes of this section—
(a) adeduction under section 463G of CTA 2009 (carry forward of non-
trading deficit against total profits);
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(b)

(©)

(d)

(e)

®
(2

(h)

)
(k)

a deduction under section 753 of CTA 2009 (non-trading losses on
intangible fixed assets) in respect of a loss treated by subsection (3)
of that section (carry forward of losses) as if it were a loss of the
accounting period;

a deduction under section 1219 of CTA 2009 (expenses of
management of a company's investment business) in respect of an
amount treated by section 1223(3) of that Act (carrying forward
of expenses of management and other amounts) as expenses of
management deductible for the accounting period;

a deduction under section 1219 of CTA 2009 (expenses of
management of a company's investment business) in respect of a loss
treated by section 63(3) (carrying forward of certain losses made
by company with investment business which ceases to carry on UK
property business) as an expense of management deductible for the
accounting period;

a deduction under section 37 (relief for trade losses against
total profits) made in reliance on section 1210(3), 1216DB(3),
1217DB(3), 1217MB(2), 1217SB(2) or 1218ZDB(2) of CTA 2009;

a deduction under section 45A (carry forward of trade loss against
total profits);

a deduction under section 62(3) (relief for losses made in UK
property business) in respect of a loss treated by subsection (5)(b) of
that section (carry forward of losses) as a loss made by the company
in the accounting period;

a deduction under section 303C (excess carried forward non-
decommissioning losses of ring fence trade: relief against total
profits);

a deduction under Part 5 (group relief) made in respect of a
loss surrendered under that Part in reliance on section 1210(3),
1216DB(3), 1217DB(3), 1217MB(2), 1217SB(2) or 1218ZDB(2) of
CTA 2009;

a deduction under Part 5A (group relief for carried-forward losses);

a deduction under section 124B of FA 2012 (deduction from total
profits of excess carried-forward BLAGAB trade losses),

(but see section 269ZJ (insurance companies: shock losses).

(4) In this section the “relevant maximum” means the sum of—

(a)
(b)

50% of the company's relevant profits for the accounting period, and

the amount of the company's deductions allowance for the
accounting period.

(5) A company's “relevant profits” for an accounting period are the sum of—

(a)
(b)
(©)

the company's relevant trading profits for the accounting period (see
section 269ZF(1)),

the company's relevant non-trading profits for the accounting period
(see section 269ZF(2), and

the company's relevant BLAGAB trade profits for the accounting
period.

In this subsection “relevant BLAGAB trade profits” has the same meaning
as in section 124D of FA 2012.
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(6) A company's “deductions allowance” for an accounting period is to be
determined in accordance with section 269ZR where, at any time in that
period—

(a) the company is a member of a group (see section 269Z27B), and

(b) one or more other companies within the charge to corporation tax
are members of that group.

Otherwise, the company's “deductions allowance” for the accounting period
is to be determined in accordance with section 269ZW.

(7) Subsection (2) does not apply in relation to a company for an accounting
period where the sum of—

(a) the amount given by paragraph (1) of step 1 in section 269ZF(3), and
(b) the company's BLAGAB trade profit for the accounting period,
is not greater than nil.

269ZE Restriction on deductions from total profits: insurance companies

(1) Where the conditions in subsection (2) are met, section 269ZD has effect as
if, for subsection (2) of that section there were substituted—

“(2) The sum of any relevant deductions made by the company for the
accounting period may not exceed the modified loss cap (as defined in
section 269ZE).

But this is subject to subsection (7).”

(2) The conditions are that—

(a) the company referred to in section 269ZD(1) carries on business to
which the charge to corporation tax under section 68 of FA 2012
(charge to tax on I-E profit) applies and has an I-E profit for the
accounting period,

(b) the policyholders' share (if any) of the I-E profit is not the whole of
that profit, and

(c) the adjusted shareholders' I-E profit for the accounting period is less
than the BLAGAB-related loss capacity.

(3) The “adjusted shareholders' I-E profit” is equal to—
(a) the shareholders' share of the I-E profit, less
(b) any excess capacity.

(4) The “BLAGAB-related loss capacity” is equal to A + B - C where—

A is 50% of the company's relevant BLAGAB trade profits for the
accounting period (as defined in section 124D of FA 2012);

B is the company's BLAGAB trade profits deductions allowance for
the period (if any) (as defined in section 124D of FA 2012);

Cis the total of any deductions made by the company for the accounting
period under sections 124(5), 124A(5) and 124C(6) of FA 2012.

(5) To determine the modified loss cap, take the following steps—
Step 1: find the basic loss cap.
Step 2: reduce that amount by the BLAGAB-related loss capacity.
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Step 3: add to the result of step 2 the adjusted shareholders' I-E profit.
The result is the modified loss cap.

(6) In this section “the basic loss cap” means the difference referred to in the
opening words of section 269ZD(2) (assuming that that section has effect
without the modification set out in subsection (1) of this section) (but, if
applicable, taking account of section 269Z7J).

(7) In this section “excess capacity” means the amount (if any) by which—
(a) the section 269ZF step 2 amount, is less than

(b) what the section 269ZF step 2 amount would be if in paragraph (d)
of section 269ZF(4) the reference to any I-E profit were to the
policyholders' share of any I-E profit.

(8) In subsection (7) the reference to the “section 269ZF step 2 amount” is to
the sum given by paragraph (1) of step 2 of section 269ZF(3) in calculating
the company's relevant trading profits and relevant non-trading profits for
the accounting period: but for this purpose disregard paragraph (4) of step
1 of section 269ZF(3).

(9) For the purposes of this section the “shareholders' share” of an insurance
company's I-E profit for an accounting period is equal to—

(a) the amount of the I-E profit, less
(b) the policyholders' share (if any) of that profit.

(10) In this section references to the policyholders' share of I-E profit are to that
share as determined in accordance with section 103 of FA 2012.

Relevant profits

269ZF “Relevant trading profits” and “relevant non-trading profits”

(1) A company's “relevant trading profits” for an accounting period are—
(a) the company's qualifying trading profits for the accounting period
(see subsection (3)), less

(b) the company's trading profits deductions allowance for the
accounting period (see section 269ZB(7)).

But if the allowance mentioned in paragraph (b) exceeds the profits
mentioned in paragraph (a), the company's “relevant trading profits” for the
accounting period are nil.

(2) A company's “relevant non-trading profits” for an accounting period are—
(a) the company's qualifying non-trading profits for the accounting
period (see subsection (3)), less

(b) the company's non-trading profits deductions allowance for the
accounting period (see section 269ZC(5)).

But if the allowance mentioned in paragraph (b) exceeds the profits
mentioned in paragraph (a), the company's “relevant non-trading profits” for
the accounting period are nil.
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(3) To determine a company's qualifying trading profits and qualifying non-
trading profits for an accounting period—
Step 1 - modified total profits
(1) Calculate the company's total profits for the accounting period.

(2) For the purposes of this subsection assume that the company's
total profits for the accounting period are to be calculated with
the modifications set out in subsection (4).

(3) If the company's total profits for the accounting period (as
modified under paragraph (2)) are not greater than nil, the
company's qualifying trading profits and relevant non-trading
profits for the accounting period are both nil.

(4) Otherwise, proceed with steps 2 to 5.

Step 2 - negative amount for apportioning under step 4

(1) Calculate the sum (“the step 2 amount”) of any amounts which
(on the assumption set out in paragraph (2) of step 1), could be
relieved against the company's total profits of the accounting
period.

(2) Butin calculating that sum, ignore the amount of any excluded
deductions for the accounting period (see subsection (5)).

(3) If the company's total profits for the accounting period (as
modified under step 1(2)) do not exceed the amount given by
this step, the qualifying trading profits and the qualifying non-
trading profits are both nil.

(4) Otherwise, proceed with steps 3 to 5.
Step 3 - trade profits and non-trade profits Divide the company's total
profits for the accounting period (as modified under step 1(2)) into—
(a) profits of a trade of the company (the company's “trade
profits”), and
(b) profits that are not profits of a trade of the company (the
company's “non-trade profits”).
Step 4 - apportioning the step 2 amount Take the step 2 amount and
do one of the following—
(a) reduce the company's trade profits by the whole of that amount,
(b) reduce the company's non-trade profits by the whole of that
amount, or
(c) reduce the company's trade profits by part of that amount and

reduce the company's non-trade profits by the remaining part
of that amount.

Apply this step in a way which ensures that neither the company's trade
profits nor the company's non-trade profits are reduced below nil.
Step 5 - amount of qualifying trading or non-trading profits (if not
determined under step 1 or 2) The amounts resulting from step 3, after
any reduction under step 4, are—

(a) inthe case of the amount in step 3(a), the company's qualifying
trading profits, and

(b) in the case of the amount in step 3(b), the company's qualifying
non-trading profits.
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(4) For the purposes of subsection (3) the company's total profits for an
accounting period are to be calculated with the following modifications—

(a) ignore any income so far as it falls within, and is dealt with under,
Part 9A of CTA 2009 (company distributions);

(b) ignore any ring fence profits (as defined in section 276);

(c) ignore any contractor's ring fence profits (as defined in
section 356LD);

(d) if the company is an insurance company, ignore any I-E profit (see
section 141(2) of FA 2012);

(¢) make no deductions under sections 45(4)(b) and 45B (carry forward
of trade loss against subsequent trade profits) other than deductions
that would be ignored for the purposes of section 269ZB by reason
of—

(1) section 1209(3), 1210(5A) or 1211(7A) of CTA 2009
(losses of film trade),
(i1) section 1216DA(3), 1216DB(5A) or 1216DC(7A) of that
Act (losses of television programme trade),
(iii) section 1217DA(3), 1217DB(5A) or 1217DC(7A) of that
Act (losses of video game trade),
(iv) section 1217MA(3) or 1217MC(9) of that Act (losses of
theatrical trade),
(v) section 1217SA(3) or 1217SC(9) of that Act (losses of
orchestral trade),
(vi) section 1218ZDA(3) or 1218ZDC(9) of that Act (losses of
museum or gallery exhibition trade),
(vii) section 65(4B) or 67A(5A) (losses of UK or EEA furnished
holiday lettings business),
(viii) section 269ZJ(1) (insurance companies: shock losses),
(ix) section 304(7) (certain losses of ring fence trades), or
(x) section 356NJ(2) (pre-1 April 2017 loss arising from oil
contractor activities);

(f) make no restricted deductions (as defined in section 269ZB(4))
under section 303B(4) or 303D(5)); and

(g) make no deductions under section 457(3) or 463H(5) of CTA
2009 (carry forward of non-trading deficits from loan relationships
against subsequent non-trading profits), other than deductions that
would be ignored for the purposes of section 269ZC by reason of
section 2697J(2) (insurance companies: shock losses).

(5) The following are “excluded deductions” for an accounting period (“the
current accounting period”)—

(a) a deduction for the current accounting period which is a relevant
deduction for the purposes of section 269ZD (see subsection (3) of
that section);

(b) a deduction under section 37 (relief for trade losses against total
profits) in relation to a loss made in an accounting period after the
current accounting period;

(c¢) adeduction under section 45F (terminal losses);
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(d) a deduction under section 260(3) of CAA 2001 (special leasing of
plant or machinery: carry back of excess allowances) in relation
to capital allowances for an accounting period after the current
accounting period; and

() a deduction under section 463E of CTA 2009 (non-trading deficit
from loan relationships) in relation to a deficit for a period after the
current accounting period.

Exclusion for certain general insurance companies

269ZG General insurance companies: excluded accounting periods

(1) Nothing in sections 269ZB to 269ZE has effect for determining the taxable
total profits of a general insurance company for an excluded accounting
period.

(2) An accounting period of a general insurance company is an “excluded
accounting period” if conditions A and B are met.

(3) Condition A is that—

(a) the company is subject to insolvency procedures (see
section 269ZH) at the end of the accounting period,

(b) immediately before it became subject to insolvency procedures the
company—
(i) was unable to pay its debts as they fell due, and
(i1) met the non-viability condition, and
(¢c) the company's liabilities in respect of qualifying latent claims (see
section 269Z1) were the main factor contributing to the company's
meeting the non-viability condition at that time.

(4) Condition B is that—
(a) at the end of the accounting period the company meets the non-
viability condition, and
(b) the company's liabilities in respect of qualifying latent claims are the
main factor contributing to the company's meeting that condition at
that time.

(5) At any time, a general insurance company meets the non-viability condition
if there is no realistic prospect that it will subsequently write any new
insurance business.

(6) For the purposes of this section a person who carries on the activity
of effecting or carrying out contracts of general insurance is a “general
insurance company”” if—

(a) the person has permission under Part 4A of the Financial Services
and Markets Act 2000 to carry on that activity,

(b) the person is of the kind mentioned in paragraph 5(d) or (da) of
Schedule 3 to the Financial Services and Markets Act 2000 (EEA
passport rights) and carries on that activity in the United Kingdom
through a permanent establishment there, or

(c) the person qualifies for authorisation under Schedule 4 to the
Financial Services and Markets Act 2000 (Treaty rights) and carries
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on that activity in the United Kingdom through a permanent
establishment there.

(7) The definition in subsection (6) is subject to the following qualifications—

(a) a friendly society within the meaning of Part 3 of FA 2012 is not a
general insurance company, and

(b) an insurance special purpose vehicle (as defined in section 139 of
FA 2012) is not a general insurance company.

(8) In this section—

“contract of general insurance” means a contract of a type
described in Part 1 of Schedule 1 to the Financial Services
and Markets Act 2000 (Regulated Activities) Order 2001 (S.I.
2001/544);,

“liability” includes a contingent or prospective liability.

269ZH “Insolvency procedures”

(1) For the purposes of section 269ZG a company is subject to insolvency
procedures if—

(a) itis in liquidation,

(b) itis in administration,

(c) itis inreceivership, or

(d) arelevant scheme has effect in relation to it.

(2) A company is “in liquidation” for the purposes of this section if—
(a) it is in liquidation within the meaning of section 247 of the
Insolvency Act 1986 or Part 3 of the Insolvency (Northern Ireland)
Order 1989 (S.1. 1989/2405 (N.I. 19), or

(b) a corresponding situation under the law of a country or territory
outside the United Kingdom exists in relation to the company.

(3) A company is “in administration” for the purposes of this section if—

(a) it is in administration within the meaning of Schedule B1 to the
Insolvency Act 1986 or Schedule B1 to the Insolvency (Northern
Ireland) Order 1989, or

(b) there is in force in relation to it under the law of a country or territory
outside the United Kingdom any appointment corresponding to the
appointment of an administrator under either of those Schedules.

(4) A company is “in receivership” for the purposes of this section if there is in
force in relation to it—

(a) anorder for the appointment of an administrative receiver, a receiver
and manager or a receiver under Chapter 1 or 2 of Part 3 of the
Insolvency Act 1986 or Part 4 of the Insolvency (Northern Ireland
Order) 1989, or

(b) any corresponding order under the law of a country or territory
outside the United Kingdom.

(5) In this section “relevant scheme” means a compromise or arrangement—
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(a) under section 425 of the Companies Act 1985, Article 418 of the
Companies (Northern Ireland) Order 1986 (S.1. 1986/1032 (N.I. 6))
or Part 26 of the Companies Act 2006, or

(b) under any corresponding provision of the law of a country or
territory outside the United Kingdom.

26971 “Qualifying latent claims”
(1) This section applies for the purposes of section 269ZG.

(2) Where a general insurance company has a liability in respect of a claim, the
claim is a “qualifying latent claim” if conditions A to C are met.

(3) In this section “claim” means a claim (whether actual or potential) under an
insurance policy.

(4) Condition A is that—

(a) the claim is of a type that was not reasonably foreseeable at the time
when the insurance policy concerned was entered into, and

(b) it is likely that, had the company foreseen that type of claim, the
price or other terms of the policy would have been significantly
different.

(5) Condition B is that the latency period associated with that type of claim (see
subsection (7)) is more than 10 years.

(6) Condition C is that the insurance policy, or the part of the insurance policy
under which the claim is or would be made, is—

(a) an employer's liability policy, or
(b) apublic or products liability policy.

(7) The “latency period” associated with a type of claim is the mean period for
claims of the type between—

(a) the insured event giving rise to the claim, and
(b) notification of the claim.

(8) The mean period mentioned in subsection (7) is to be determined as at the
end of the accounting period mentioned in section 269ZG(2).

(9) In this section—

“employer's liability policy” means an insurance policy against
the risks of the person insured incurring liabilities to the insured's
employees for injury, illness or death arising out of their
employment during the course of business;

“general insurance company” is to be interpreted in accordance
with section 269ZG;

“insurance policy” includes any contract of insurance;
“liability” includes a contingent or prospective liability;

“public or products liability policy” means an insurance policy
against the risks of the person insured incurring liabilities to third
parties for damage to property, injury, illness or death, arising in the
course of the insured's business.
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269Z.J Exclusion of shock losses from restrictions

(1) If a shock loss is—

(a) carried forward to an accounting period of an insurance company
(see section 269ZP(2)), and

(b) deducted under section 45B (post-1 April 2017 trade losses carried
forward against trade profits),

the deduction is to be treated as not falling within section 269ZB(3).

(2) If a shock loss is—
(a) carried forward to an accounting period of an insurance company,
and

(b) deducted under section 463H of CTA 2009 (carry forward of
unrelieved non-trading deficit from loan relationships against non-
trading profits),

the company is to be treated for the purposes of sections 269ZC and
269ZD(2)(b)(ii) as not having made that deduction.

(3) If an insurance company makes a deduction of (or in respect of) a shock
loss, that deduction is not a “relevant deduction” for the purposes of
section 269ZD (restriction on deductions from total profits).

(4) See also section 124E of FA 2012 (exclusion from the restriction on
deductions from BLAGAB trade profits).

269ZK Meaning of “shock loss”: requirement to make a claim

(1) If the conditions in subsection (3) are met, an insurance company may make
a claim in respect of—

(a) aloss or other amount (the “specified loss™), and

(b) aperiod of 12 months (“the specified period”) which is a solvency
shock period (see section 269ZM).

(2) A claim may specify more than one 12 month period under subsection (1)
(b) (but periods specified by an insurance company under this section may
not overlap with one another).

(3) The conditions are that—

(a) the accounting period (for corporation tax purposes) in which the
specified loss arises (“the loss-making period”) begins on or after
1 April 2017,

(b) the specified loss is, or is capable of being, carried forward to a
subsequent accounting period, and

(c) the loss-making period and the specified period have one or more
days in common.
(4) A claim under this section must be made within—

(a) the period of two years after the end of the loss-making period, or
(b) such further period as an officer of Revenue and Customs allows.

(5) If—
(a) aclaim is made under this section, and
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(b) the whole of the loss-making period is, or falls within, the specified
period,
the specified loss is a “shock loss”.

(6) If—
(a) aclaim is made under this section, and
(b) the loss-making period falls partly, but not wholly, in the specified
period,

the specified loss is a “shock loss™ so far as it is attributable to the specified
period.

(7) For the purposes of subsection (6) the specified loss is “attributable to” the
specified period in the proportion—

N

Where P is the number of days of the loss-making period that fall within the
specified period and N is the number of days in the loss-making period.

(8) If the method in subsection (7) would produce a result that is unjust or
unreasonable, the apportionment of the specified loss for the purposes of
subsection (6) is to be made on a just and reasonable basis.

269ZL Further provision about claims under section 269ZK

(1) A claim under section 269ZK is not effective unless—
(a) the claim—

(1) states the company's solvency capital requirement at the
beginning of the specified period,

(ii) states the company's shock loss threshold for that period,
and sets out the calculation of that amount (as described in
steps 2 to 5 of 269ZN(1)), and

(iii) states the amount of the company's solvency loss for that
period (see section 269Z0), and

(b) the company submits with the claim—

(i) information (“the submitted information”) corresponding
to the information specified in the template mentioned in
point (i), (j) or (k) (as the case requires) of Article 4 of the
technical standards implementing Regulation, and

(i1) a report provided by the appropriate person which meets the
condition in subsection (2).

(2) The condition is that the report includes an opinion confirming that—

(a) the submitted information is prepared in all material respects in
accordance with any relevant requirements which would apply if
the submitted information were disclosed as part of the company's
report on solvency and financial condition,
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(b) the calculation of the company's shock loss threshold (not including
step 1(a) of section 269ZN(1)) complies in all material respects with
section 269ZN, and

(c) the company's solvency loss is calculated in all material respects in
accordance with section 269Z0.

(3) In this section “relevant requirements” means—

(a) requirements under rules made by the Prudential Regulation
Authority, and

(b) requirements under any directly applicable EU regulation made
under the Solvency 2 Directive.

(4) In this section “the appropriate person” means—
(a) the company's chief actuary, or

(b) (f the company is not a PRA-authorised person) a person with
equivalent functions.

(5) Subsections (1)(b)(i), (2)(a) and (3) have effect in relation to a third-country
insurance undertaking as if it were an insurance undertaking.

269ZM Meaning of “solvency shock period”

A period of 12 months is a “solvency shock period” in relation to an
insurance company if the company has a solvency loss for that period (see
section 269Z0) which exceeds the company's shock loss threshold for that
period (see section 269ZN).

269ZN Determination of shock loss threshold

(1) A company's shock loss threshold for a 12 month period is determined as
follows.
Step 1

(a) Calculate the company's solvency capital requirement at the
beginning of that period.

(b) But any adjustment for the loss-absorbing capacity of deferred
taxes is to be calculated, and applied, on the assumption
that that period is a solvency shock period in relation to the
company.

(c) The resulting amount is the company's “adjusted SCR”.

Step 2 Calculate the deductible amount (see subsection (2)) for each
relevant ring-fenced fund of the company.

Step 3 Deduct the total of the amounts found under step 2 from the
company's adjusted SCR.

Step 4 Multiply the amount found under step 3 by 90%.
Step 5 The result is the company's shock loss threshold for the period.

(2) The deductible amount for a relevant ring-fenced fund is the lesser of A and
B, where—
(a) Aisthe amount of basic own funds within that fund at the beginning
of the period (or zero, if greater);
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(b) B is the notional solvency capital requirement for that fund at the
beginning of that period.

(3) But in calculating amount A for the purposes of subsection (2)—

(a) no account is to be taken of the value of future transfers attributable
to shareholders;

(b) a restricted own-fund item within the fund is to be disregarded
if the company's with-profits actuary provides a written opinion
confirming that the condition in subsection (4) is met.

(4) The condition is that—

(a) the item is available as a restricted own-fund item pursuant to
conditional support arrangements, and

(b) if at the time mentioned in subsection (2)(a) or any subsequent time
(when the conditional support arrangements are in place) the value
of the company's interest in the item were to be (or is in fact) greater
than zero, that value would be recognised for the purposes of a
balance sheet drawn up at the time in question by the company in
accordance with generally accepted accounting practice.

(5) In this section “conditional support arrangements” means arrangements
under which the relevant restrictions would cease to apply if specified
conditions relating to the financial strength of the fund were met.

(6) In subsection (5) “the relevant restrictions” means the restrictions on
transferability as a result of which the item is a restricted own-fund item.

(7) In this section “adjustment for the loss-absorbing capacity of deferred taxes”
means—

(a) anadjustment pursuant to Article 103(c) of the Solvency 2 Directive,
or

(b) any corresponding adjustment made pursuant to Subsection 3 of
Section 4 of Chapter 6 of Title 1 of the Solvency 2 Directive
(solvency capital requirement full and partial internal models).

(8) Where the company is a third-country insurance undertaking—
(a) steps 1(b) and 2 to 5 of subsection (1), and
(b) subsections (2) to (7),
have effect with any modifications that are appropriate as a result of the

reference in step 1(a) of subsection (1) to the “solvency capital requirement”
having effect in accordance with section 269ZP(1)(b).

2697.0 Calculation of solvency loss

(1) An insurance company's solvency loss (if any) for a 12 month period is
determined as follows.

(2) Calculate, in the manner set out in subsections (5) to (11)—

(a) whether the total amount of the company's basic own funds at the
beginning of the period (“opening BOF”’) exceeds the total amount
of the company's basic own funds at the end of the period (“closing
BOF”), and

(b) if so, the amount by which opening BOF exceeds closing BOF.
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(3) The company has a solvency loss for the 12 month period only if an excess
of opening BOF over closing BOF is found under subsection (2)(a).

(4) The amount found under subsection (2)(b) is the amount of the solvency loss.

(5) The method of calculation under subsection (2) must fairly represent the
method by which the company calculates its solvency capital requirement.

But this is subject to subsections (6) to (10).

(6) Closing BOF is to be calculated on the assumption that the 12 month period
mentioned in subsection (1) is a solvency shock period in relation to the
company.

(7) The following adjustments are to be made in calculating the company's basic
own funds at the beginning and end of the period—

(1) Find (with respect to each of those times) what that amount would
be in the absence of this subsection.

(2) Find the surplus in respect of each relevant ring-fenced fund of the
company (at the time in question).

(3) Deduct the total of the amounts found under paragraph 2 from the
amount found under paragraph 1.

The result is to be taken to be the amount of the company's basic own funds
at the beginning, or (as the case may be) the end, of the period.

(8) The surplus in respect of a relevant ring-fenced fund (at any time) is equal
to—
(a) the amount of basic own funds attributable to policyholders, or
(b) zero, if greater.

(9) For any relevant ring-fenced fund, the amount of basic own funds
attributable to policyholders (at any time) is equal to—

where—
A is the amount of basic own funds within the relevant ring-fenced fund;

B is the total of any items in the fund that fall within subsection (10).

(10) The items are—
(a) the value of future transfers attributable to sharcholders;

(b) any restricted own-fund item in relation to which the company's
with-profits actuary provides a written opinion confirming that the
condition in subsection (4) of section 269ZN is met.

(11) In subsection (5) the reference to the “method” of a calculation is to the—
(a) taking into account, and
(b) leaving out of account,
of variations in items of basic own funds for the purposes of the calculation.
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(12) If the company is a third-country insurance undertaking, subsections (1) to
(11) have effect in relation to it as if it were an insurance undertaking.

269ZP Interpretation of sections 269ZJ to 26970

(1) In sections 269ZJ to 269Z0 “solvency capital requirement”—

(a)

(b)

in relation to an insurance undertaking or a reinsurance undertaking,
means the solvency capital requirement pursuant to Section 4 of
Chapter 6 of Title 1 of the Solvency 2 Directive;

in relation to a third-country insurance undertaking, means
the amount that would be the undertaking's solvency capital
requirement pursuant to Section 4 of Chapter 6 of Title 1 of
the Solvency 2 Directive if that undertaking were an insurance
undertaking.

(2) In sections 269ZJ to 269Z0 and this section—

“actuarial function”, in relation to a PRA-authorised person, has
the meaning given by the PRA Rulebook;

“basic own funds” is to be interpreted in accordance with Article
88 of the Solvency 2 Directive;

“chief actuary”, in relation to a PRA-authorised person, means a
person who has the function of having responsibility for the actuarial
function;

“insurance company” means a company which is an insurance
undertaking, a reinsurance undertaking or a third-country insurance
undertaking;

“insurance undertaking” has the meaning given in Article 13(1)
of the Solvency 2 Directive;

“notional solvency capital requirement”, in relation to a ring-
fenced fund, has the same meaning as in Commission Delegated
Regulation (EU) 2015/35 supplementing the Solvency 2 Directive;

“PRA-authorised person” has the same meaning as in the
Financial Services and Markets Act 2000 (see section 2B(5) of that
Act);

“the PRA Rulebook” means the Rulebook made by the Prudential
Regulation Authority under the Financial Services and Markets Act
2000 (as that Rulebook has effect from time to time);

“reinsurance undertaking” has the meaning given in Article 13(4)
of the Solvency 2 Directive;

“relevant ring-fenced fund” means a ring-fenced fund that is a
with-profits fund;

“report on solvency and financial condition” means a report
on solvency and financial condition pursuant to Article 51 of the
Solvency 2 Directive;

“restricted own-fund item” is to be interpreted in accordance with
Article 80(2) of Commission Delegated Regulation (EU) 2015/35
supplementing the Solvency 2 Directive;

“ring-fenced fund” has the same meaning as in Commission
Delegated Regulation (EU) 2015/35 supplementing the Solvency 2
Directive;
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“Solvency 2 Directive” means Directive 2009/138/EC of the
European Parliament and the Council of 25 November 2009 on the
taking-up and pursuit of the business of Insurance and Reinsurance
(Solvency II);

“technical standards implementing Regulation” means
Commission Implementing Regulation (EU) 2015/2452 of 2
December 2015 laying down implementing technical standards with
regard to the procedures, formats and templates of the solvency
and financial condition report in accordance with the Solvency 2
Directive;

“third-country insurance undertaking” means an undertaking that
has received authorisation under Article 162 of the Solvency 2
Directive from the Prudential Regulation Authority or the Financial
Conduct Authority;

“value of future transfers attributable to shareholders” has the
same meaning as in Article 80 of Commission Delegated Regulation
(EU) 2015/35 supplementing the Solvency 2 Directive;

“with-profits fund” has the meaning given by the Glossary
forming part of the PRA Rulebook;

“with-profits actuary” has the meaning given by the Glossary
forming part of the Handbook made by the Financial Conduct
Authority under the Financial Services and Markets Act 2000 (as
that Handbook has effect from time to time).

2697.Q Power to amend

(1) The Treasury may by regulations make such amendments of the provisions
mentioned in subsection (2) as they consider appropriate in consequence
of—

(a) any change made to, or replacement of, the PRA Rulebook or the
FCA Handbook;

(b) any regulatory requirement, or change to a regulatory requirement,
imposed by EU legislation, or by or under any Act (whenever
adopted, enacted or made).

(2) The provisions are—
(a) sections 269ZJ to 269ZP,
(b) sections 124A to 124E of FA 2012.

(3) Regulations under this section may include transitional provision.

(4) In this section—

“the PRA Rulebook” means the Rulebook made by the Prudential
Regulation Authority under the Financial Services and Markets Act
2000 (as that Rulebook has effect from time to time);

“the FCA Handbook means the Handbook made by the Financial
Conduct Authority under the Financial Services and Markets Act
2000 (as that Handbook has effect from time to time).
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Deductions allowance

269ZR Deductions allowance for company in a group

(1) This section makes provision as to the deductions allowance of a company
for an accounting period where, at any time in the period—

(a) the company is a member of a group, and

(b) one or more other companies within the charge to corporation tax
are members of that group.

(2) The company's deductions allowance for the accounting period is the sum
of—

(a) any amounts of group deductions allowance allocated to the
company for the period in accordance with sections 269ZS to
2697V, and

(b) the appropriate amount of non-group deductions allowance of the
company for the period,

up to a limit of £5,000,000.

(3) The “appropriate amount of non-group deductions allowance” of the
company, for the accounting period, is—

DNG
DAC

X £5,000,000

where—

“DNG” is the number of days in the period on which the company is not a
member of a group that has another member that is a company within the
charge to corporation tax, and

“DAC?” is the total number of days in the period.

(4) If the accounting period is less than 12 months—
(a) the appropriate amount of non-group deductions allowance, and
(b) the limit in subsection (2),
are proportionally reduced.

269ZS Group deductions allowance and the nominated company

(1) This section applies where—

(a) two or more members of a group are companies within the charge
to corporation tax, and

(b) all the companies within the charge to corporation tax that are
members of the group together nominate (“the group allowance
nomination”) one of their number (“the nominated company”) for
the purposes of this Part.
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(2) The “group deductions allowance” for the group is £5,000,000 for each
accounting period of the nominated company throughout which the group
allowance nomination has effect.

(3) If the group allowance nomination takes effect, or ceases to have effect, part
of the way through an accounting period of the nominated company, the
“group deductions allowance” for the group for that period is—

DN
DAC

X £5,000,000

where—

“DN” is the number of days in the accounting period on which a group
allowance nomination that nominates the nominated company in relation to
the group has effect, and

“DAC?” is the total number of days in the accounting period.

(4) If an accounting period of the nominated company is less than 12 months,
the group deductions allowance for that period is proportionally reduced.

(5) A group allowance nomination must state the date on which it is to take
effect (which may be earlier than the date the nomination is made).

(6) A group allowance nomination is of no effect unless it is signed by the
appropriate person on behalf of each company that is, when the nomination
is made, a member of the group and within the charge to corporation tax.

(7) A group allowance nomination ceases to have effect—

(a) immediately before the date on which a new group allowance
nomination in respect of the group takes effect,

(b) upon the appropriate person in relation to a company within the
charge to corporation tax that is a member of the group notifying an
officer of Revenue and Customs, in writing, that the group allowance
nomination is revoked, or

(c) upon the nominated company ceasing to be a company within the
charge to corporation tax or ceasing to be a member of the group.

(8) The Commissioners for Her Majesty's Revenue and Customs may by
regulations make further provision about a group allowance nomination or
any notification under this section including, in particular, provision—

(a) about the form and manner in which a nomination or notification
may be made,

(b) about how a nomination may be revoked and the form and manner
of such revocation,

(c) requiring a person to notify HMRC of the making or revocation of
a nomination,

(d) requiring a person to give information to HMRC in connection
with the making or revocation of a nomination or the giving of a
notification,
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(e) imposing time limits in relation to making or revoking a nomination
or giving a notification, and

(f) providing that a nomination or its revocation, or a notification, is of
no effect, or ceases to have effect, if time limits or other requirements
under the regulations are not met.

(9) In this Part “the appropriate person”, in relation to a company, means—
(a) the proper officer of the company, or

(b) such other person as may for the time being have the express,
implied or apparent authority of the company to act on its behalf for
the purposes of this Part.

(10) Subsections (3) and (4) of section 108 of TMA 1970 (responsibility of
company officers: meaning of “proper officer”) apply for the purposes of
subsection (9) as they apply for the purposes of that section.

269ZT Group allowance allocation statement: submission

(1) A company must submit a group allowance allocation statement to HMRC
for each of its accounting periods in which it is the nominated company in
relation to a group.

This is subject to subsections (2) and (3).

(2) If a company ceases to be the nominated company in relation to a group
before it submits a group allowance allocation statement to HMRC for an
accounting period—

(a) that company may not submit the statement, and

(b) the company that is for the time being the nominated company in
relation to the group must do so.

(3) But if a new group allowance nomination in respect of the group takes effect
on a date before it is made, that does not affect the validity of the submission
of any group allowance allocation statement submitted before the date the
new nomination is made.

(4) A group allowance allocation statement under this section must be received
by HMRC before the first anniversary of the filing date for the company tax
return for the accounting period to which the statement relates.

(5) A group allowance allocation statement under this section may be submitted
at a later time if an officer of Revenue and Customs allows it.

(6) A group allowance allocation statement under this section must comply with
the requirements of section 269ZV.

269Z.U Group allowance allocation statement: submission of revised statement

(1) This section applies if a group allowance allocation statement has been
submitted under section 269ZT, or this section, in respect of an accounting
period of a company that is, or was, a nominated company (“the nominee's
accounting period”).
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(2) A revised group allowance allocation statement in respect of the nominee's
accounting period may be submitted to HMRC by the company that is for
the time being the nominated company in relation to the group.

(3) But if a new group allowance nomination in respect of the group takes effect
on a date before it is made, that does not affect the validity of the submission
of any revised group allowance allocation statement submitted before the
date the new nomination is made.

(4) A revised group allowance allocation statement may be submitted on or
before whichever is the latest of the following dates—

(a) the first anniversary of the filing date for the company tax return for
the nominee's accounting period,

(b) ifnotice of enquiry (within the meaning of Schedule 18 to FA 1998)
is given into a relevant company tax return, 30 days after the enquiry
is completed,

(c) if, after such an enquiry, an officer of Revenue and Customs amends
the return under paragraph 34(2) of that Schedule, 30 days after the
notice of amendment is issued,

(d) ifan appeal is brought against such an amendment, 30 days after the
date on which the appeal is finally determined.

(5) A revised group allowance allocation statement may be submitted at a later
time if an officer of Revenue and Customs allows it.

(6) In this section “relevant company tax return” means a company tax return
of a company for an accounting period for which an amount of group
deductions allowance was, or could have been, allocated by a previous
group allowance allocation statement in respect of the nominee's accounting
period.

(7) The references in subsection (4) to an enquiry into a relevant company tax
return do not include an enquiry resulting from an amendment of such a
return where—

(a) the scope of the enquiry is limited as mentioned in paragraph 25(2)
of Schedule 18 to FA 1998 (enquiry into amendments when time
limit for enquiry into return as originally submitted is passed), and

(b) the amendment relates only to the allocation of group deductions
allowance for the nominee's accounting period.

(8) A group allowance allocation statement under this section must comply with
the requirements of section 269ZV.

269ZV Group allowance allocation statement: requirements and effects

(1) This section applies in relation to a group allowance allocation statement
submitted under section 269ZT or 269ZU.

(2) The statement must be signed by the appropriate person in relation to the
company giving the statement.

(3) The statement must—
(a) identify the group to which it relates,
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(b) specify the accounting period, of the company that is or was the
nominated company, to which the statement relates (“the nominee's
accounting period”),

(c) specify the days in the nominee's accounting period on which that
company was the nominated company in relation to the group or
state that that company was the nominated company throughout the
period,

(d) state the group deductions allowance the group has for the nominee's
accounting period,

(e) list one or more of the companies that were members of the group
and within the charge to corporation tax in the nominee's accounting
period (“listed companies™),

(f) allocate amounts of the group deductions allowance to the listed
companies, and

(g) for each amount of group deductions allowance allocated to a listed
company, specify the accounting period of the listed company for
which it is allocated.

(4) An amount of group deductions allowance allocated to a listed company
must be allocated to that company for an accounting period that falls wholly
or partly in the nominee's accounting period.

(5) The maximum amount of group deductions allowance that may be allocated,
by the group allowance allocation statement, to a listed company for an
accounting period of that company is—

DAP

DNAP X GSA

where—

“DAP” is the number of days in the accounting period of the listed company
that are—

(a) days in the nominee's accounting period, and
(b) days on which the company was a member of the group,

“DNAP” is the number of days in the nominee's accounting period, and

“GSA” is the group deductions allowance of the group for the nominee's
accounting period.

(6) The sum of the amounts allocated to listed companies by the group allowance
allocation statement may not exceed the group deductions allowance for the
nominee's accounting period.

(7) If a group allowance allocation statement is submitted that does not comply
with subsection (5) or (6), the company that is, for the time being, the
nominated company in relation to the group must submit a revised group
allowance allocation statement that does comply with those subsections
within 30 days of the date on which the group allowance allocation statement
that did not comply was submitted or within such further period as an officer
of Revenue and Customs allows.
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(8) If a group allowance allocation statement—
(a) complies with those subsections when it is submitted, but
(b) subsequently ceases to comply with either of them,

the company that is, for the time being, the nominated company in relation
to the group must submit a revised group allowance allocation statement that
does comply with those subsections within 30 days of the date on which
the group allowance allocation statement ceased to comply with one of
those subsections or within such further period as an officer of Revenue and
Customs allows.

(9) If a company fails to comply with subsection (7) or (8), an officer of
Revenue and Customs may by written notice to the company amend the
group allowance allocation statement as the officer thinks fit for the purpose
of making it comply with subsections (5) and (6).

(10) An officer of Revenue and Customs who issues a notice under subsection (9)
to a company must, at the same time, send a copy of the notice to each of
the listed companies.

(11) The time limits otherwise applicable to the amendment of a company tax
return do not apply to any such amendment to the extent that it is made in
consequence of a group allowance allocation statement being submitted in
accordance with section 269ZT or 269ZU.

(12) The Commissioners for Her Majesty's Revenue and Customs may by
regulations make further provision about a group allowance allocation
statement including, in particular, provision—

(a) about the form of a statement and the manner in which it is to be
submitted,

(b) requiring a person to give information to HMRC in connection with
a statement,

(c) as to the circumstances in which a statement that is not received by
the time specified in section 269ZU(4) is to be treated as if it were
so received, and

(d) as to the circumstances in which a statement that does not comply
with the requirements of this section is to be treated as if it did
comply.

269ZW Deductions allowance for company not in a group

(1) This section makes provision as to the deductions allowance of a company
for an accounting period where section 269ZR (deductions allowance for
company in a group) does not apply.

(2) The company's deductions allowance for the accounting period is
£5,000,000.

(3) If the accounting period is less than 12 months, the company's deductions
allowance for the period is proportionally reduced.
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269ZX Increase of deductions allowance where provision for onerous lease
reversed

(1) This section applies if—
(a) arelevantreversal credit (see section 269ZY)) is brought into account
in calculating a company's specified profits for an accounting period,
and

(b) the amount of the company's specified profits for the accounting
period is greater than nil.

(2) For the purposes of this section a company's “specified profits” for an
accounting period are the sum of—

(a) the company's total profits for the accounting period, calculated with
the modifications set out in section 269ZF(4), and

(b) any I-E profit of the company for the accounting period.

(3) The company's deductions allowance for the accounting period (as
determined in accordance with section 269ZR or 269ZW) is to be treated
(for all purposes) as increased by—

(a) the amount of the relevant reversal credit, or
(b) iflower, the amount of the specified profits.

269ZY Meaning of “relevant reversal credit”

(1) For the purposes of section 269ZX a “relevant reversal credit” is a credit, or
other income, brought into account in respect of the relevant reversal (see
subsections (3) and (5)) of a relevant onerous lease provision.

(2) A provision in the accounts of a company (“C”) is a “relevant onerous lease
provision” if—
(a) the provision relates to a lease of land under which C is the tenant
(and “L” is the landlord),

(b) the provision is required, for accountancy purposes, as a provision
for an onerous lease, and

(c) the lease was entered into at arm's length.

(3) The reversal (in whole or in part) of a relevant onerous lease provision is a
“relevant reversal” if—

(a) the reversal is required for accountancy purposes as a result of an
arrangement (“C's arrangement”) made at arm's length under which
C's obligations under the lease are varied or cancelled,

(b) subsection (4) does not apply, and
(c) atleast one of conditions X, Y and Z in subsection (7) is met.

(4) This subsection applies if—
(a) CandL are connected at the time when C's arrangement is made, or
(b) the landlord who granted the lease (whether that was L. or another
person) and the tenant to whom it was granted (whether that was C
or another person) were connected at the time when the lease was
granted.
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(5) The reversal (in whole or in part) of a relevant onerous lease provision is a
“relevant reversal” if—

(a) the lease has been granted out of a lease (“the superior lease™),
(b) L and C are members of the same group of companies,

(c) the reversal would be a relevant reversal by virtue of subsection (3)
if the condition in subsection (3)(b) (lack of connection between C
and L) were met,

(d) the terms of C's arrangement substantially reflect those of an
arrangement (“L's arrangement”) made at arm's length under which
L's obligations under the superior lease are varied or cancelled, and

(e) subsection (6) does not apply.

(6) This subsection applies if—

(a) at the time when L's arrangement is made, the landlord under the
superior lease (“S™) is connected with L or C, or

(b) the landlord who granted the superior lease (whether that is S or
another person) and the tenant to whom it was granted (whether that
was L or another person) were connected at the time when that lease
was granted.

(7) The conditions mentioned in subsection (3)(c) are as follows.
Condition X is that—

(a) it is reasonable to suppose that immediately before C's
arrangement was made there was a material risk that at some
time within the next 12 months C would be unable to pay its
debts as they fell due, and

(b) the sole or main purpose of C's arrangement was to avert that
risk (whether directly or indirectly).

Debts due to a person connected with C are to be regarded as not being
debts for the purposes of paragraph (a).

Condition Y is that C is in insolvent administration.

Condition Z is that C's arrangement is, or is part of, a statutory
insolvency arrangement.

8) In this section “statutory insolvency arrangement” means—
y y g
(a) avoluntary arrangement that has taken effect under, or as a result of,

the Insolvency Act 1986 or the Insolvency (Northern Ireland) Order
1989 (S.I. 1989/ 2405 (N.I. 19)),

(b) acompromise or arrangement that has taken effect under Part 26 of
the Companies Act 2006, or
(c) an arrangement or compromise of a kind corresponding to any of
those mentioned in paragraph (a) or (b) that has taken effect under,
or as a result of, the law of a country or territory outside the United
Kingdom,
(and for the purposes of this section an arrangement which is, or is part of, a
statutory insolvency arrangement is taken to be “made” when the statutory
insolvency arrangement takes effect).

(9) For the purposes of this section a company in administration is in insolvent
administration if—
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(a) it entered administration under Schedule B1 to the Insolvency Act
1986, or Schedule B1 to the Insolvency (Northern Ireland) Order
1989, at a time when its assets were insufficient for the payment of
its debts and other liabilities and the expenses of the administration,
or

(a) under the law of a country or territory outside the United Kingdom
circumstances corresponding to those mentioned in paragraph (a)
exist.

(10) In the application of subsection (5) to Scotland, the reference to the lease
having been granted out of the superior lease is to the lease being a sublease
of land subject to the superior lease.

(11) Section 152 (groups of companies) applies for the purposes of this section
as it applies for the purposes of Part 5.

(12) For the purposes of this section any question whether a person is connected
with another is to be determined in accordance with section 1122.

26977 Company tax return to specify amount of deductions allowance

(1) A company's tax return for an accounting period must specify—
(a) the amount of the company's deductions allowance for the period,
and
(b) if'section 269ZX (increase of deductions allowance where provision
for onerous lease reversed) applies, what that amount would be
without the increase provided for by subsection (3) of that section.

(2) But subsection (1) applies only if the company makes for the accounting
period a deduction to which section 269ZB(2), 269ZC(2) or 269ZD(2) or
section 124D(1) of FA 2012 applies.

269Z.ZA Excessive specifications of deductions allowance

(1) This section applies if a company's tax return for an accounting period
specifies an excessive amount as—

(a) the company's deductions allowance for the period,

(b) the company's trading profits deductions allowance for the period,

(c) the company's non-trading profits deductions allowance for the
period,

(d) the company's contractor's ring fence profits deductions allowance
for the period, or

(e) the company's BLAGAB trade profits deductions allowance for the
period.

(2) The company must, so far as it may do so, amend the company tax return so
that the amount specified is not excessive.

(3) If an officer of Revenue and Customs considers that an undue amount
of relief has been given as a consequence of the amount specified being
excessive, the officer may make an assessment to tax in the amount which
in the officer's opinion ought to be charged.

(4) If—
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(a) the amount specified became excessive in consequence of an
alteration being made to the amount of group deductions allowance
allocated to the company for the accounting period concerned, and

(b) the company has failed, or is unable, to amend its company tax return
in accordance with subsection (2),

an assessment under subsection (3) is not out of time if it is made within 12
months of the date on which the alteration took place.

(5) The power in subsection (3) is without prejudice to the power to make a
discovery assessment under paragraph 41(1) of Schedule 18 to FA 1998.

2697.ZB Meaning of “group”

(1) In this Part “group” means two or more companies which together meet the
following condition.

(2) The condition is that one of the companies is—
(a) the ultimate parent of each of the other companies, and
(b) is not the ultimate parent of any other company.

(3) A company (“A”) is the “ultimate parent” of another company (“B”) if—
(a) A isthe parent of B, and
(b) no company is the parent of both A and B.

(4) A company (“A”) is the “parent” of another company (“B”) if—
(a) Bisa75% subsidiary of A,
(b) A is beneficially entitled to at least 75% of any profits available for
distribution to equity holders of B, or

(c) A would be beneficially entitled to at least 75% of any assets of B
available for distribution to its equity holders on a winding up.

(5) The following apply for the purposes of subsection (4)—
(a) Chapter 6 of Part 5 (equity holders and profits or assets available for
distribution) other than sections 169 to 182, and
(b) Chapter 3 of Part 24 (subsidiaries).

This is subject to subsections (6) and (7).

(6) In applying Chapter 3 of Part 24 for the purposes of subsection (4)—

(a) share capital of a registered society is to be treated as if it were
ordinary share capital, and

(b) acompany (“the shareholder”) that directly owns shares in another
company is to be treated as not owning those shares if a profit on
their sale would be a trading receipt of the shareholder.

(7) In applying Chapter 6 of Part 5 (other than sections 169 to 182) and Chapter 3
of Part 24 for the purposes of subsection (4), they are to be read with all
modifications necessary to ensure that—

(a) they apply to a company which does not have share capital, and
to holders of corresponding ordinary holdings in such a company,
in a way which corresponds to the way they apply to companies
with ordinary share capital and holders of ordinary shares in such
companies,
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(b) they apply to a company which is an unincorporated association in
a way which corresponds to the way they apply to companies which
are bodies corporate,

(c) they apply in relation to ownership through an entity (other than
a company), or any trust or other arrangement, in a way which
corresponds to the way they apply to ownership through a company,
and

(d) for the purposes of achieving paragraphs (a) to (c), profits or assets
are attributed to holders of corresponding ordinary holdings in
unincorporated associations, entities, trusts or other arrangements
in a manner which corresponds to the way profits or assets are
attributed to holders of ordinary shares in a company which is a body
corporate.

(8) In this section “corresponding ordinary holding” in an unincorporated
association, entity, trust or other arrangement means a holding or interest
which provides the holder with economic rights corresponding to those
provided by a holding of ordinary shares in a body corporate”.

17 (1) Section 269C (overview of Chapter 3 of Part 7A: restriction on banking company
obtaining certain deductions) is amended as follows.

(2) After subsection (1) insert—

“(1A) This Chapter applies in relation to a banking company in addition to Part
7ZA (which contains provision restricting the amount of certain deductions
which any kind of company may make in calculating its taxable total profits
for an accounting period).”

(3) In subsection (2) for “269CD” substitute “ 269CC ”

18 (1) Section 269CA (restriction on deductions for pre-1 April 2015 trading losses) is
amended as follows.

(2) In subsection (2), in the second sentence—
(a) for “269CD” substitute “ 269ZF , and
(b) omit “step 5 in”.

(3) In subsection (3), for the words from “where” to the end substitute “ in relation to
a banking company for an accounting period where, in determining the company's
relevant trading profits for the period, the amount given by step 1 in section 269ZF(3)
is not greater than nil ™.

19 (1) Section 269CB (restriction on deductions for pre-1 April 2015 non-trading deficits
from loan relationships) is amended as follows.

(2) In subsection (2), in the second sentence—
(a) for “269CD” substitute “ 269ZF ”, and
(b) for “step 6 in subsection (1)” substitute *“ subsection (2) ”.

(3) In subsection (3), for the words from “where” to the end substitute “ in relation
to a banking company for an accounting period where, in determining the
company's relevant non-trading profits for the period, the amount given by step 1 in
section 269ZF(3) is not greater than nil ”
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20 (1) Section 269CC (restriction on deductions for pre-1 April 2015 management expenses
etc) is amended as follows.

(2) In subsection (3) for the words from “does not apply” to the end substitute “ is subject
to subsection (8) ”.

(3) In subsection (7)—
(a) in the second sentence of step 1, for “269CD” substitute “ 269ZD(5) ”,
(b) in step 2 for the words from “which are” to the end substitute “under—

(a) section 45 (carry forward of pre-1 April 2017 trade loss
against subsequent trade profits),

(b) section 45B (carry forward of post-1 April 2017 trade loss
against subsequent trade profits), or

(c) section457 of CTA 2009 (carry forward of pre-1 April 2017
non-trading deficits from loan relationships).”

(4) After subsection (7) insert—

“(8) Subsection (2) does not apply in relation to a banking company for an
accounting period where, in determining the company's relevant profits for
the period, the amount given by step 1 in section 269ZF(3) is not greater
than nil.”

21 Section 269CD (relevant profits) is omitted.
22 (1) Section 269CN (definitions for the purposes of Part 7A) is amended as follows.

(2) In the definition of “relevant non-trading profits” for the words from “means” to the
end substitute “ has the meaning given by section 269ZF(2) .

(3) In the definition of “relevant profits” for the words from “means” to the end substitute
“ has the meaning given by section 269ZD(5) ”.

(4) In the definition of “relevant trading profits” for the words from “means” to the end
substitute ““ has the meaning given by section 269ZF(1) ™.

PART 3

GROUP RELIEF FOR CARRIED-FORWARD LOSSES
23 After section 188 of CTA 2010 insert—

“PART 5A

GROUP RELIEF FOR CARRIED-FORWARD LOSSES
CHAPTER 1
INTRODUCTION

188AA Introduction to Part
(1) This Part—
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(a) allows a company to surrender losses and other amounts that have
been carried forward to an accounting period of the company (see
Chapter 2), and

(b) enables, in certain cases involving groups or consortiums of
companies, other companies to claim corporation tax relief for the
losses and other amounts that are surrendered (see Chapter 3).

(2) Chapters 4 and 5 contain limitations on the amount of corporation tax relief
which may be given on a claim under Chapter 3.

(3) See Chapter 5 for definitions that apply for the purposes of this Part and
miscellaneous provisions.

(4) The corporation tax relief mentioned in this section is called “group relief
for carried-forward losses.

CHAPTER 2

SURRENDER OF COMPANY'S CARRIED-FORWARD LOSSES ETC

188BA Overview of Chapter

(1) This Chapter allows a company to surrender losses and other amounts that
have been carried forward to an accounting period of the company.

(2) Section 188BB sets out the basic provisions about the surrendering of losses
and other amounts.

(3) Sections 188BC to 188BJ place restrictions on the surrendering of losses and
other amounts.

188BB Surrender of carried-forward losses and other amounts

(1) Subsection (2) applies if—
(a) aloss or other amount is carried forward to an accounting period of
a company under any of the following provisions—
(1) section 463G(6) of CTA 2009 (carry forward of post-1 April
2017 non-trading deficit from loan relationships);
(i) section 753(3) of that Act (carry forward of non-trading loss
on intangible fixed assets);
(iii) section 1223 of that Act (carry forward of expenses of
management of investment business);
(iv) section 45A(4) of this Act (carry forward of post-1 April
2017 trade loss);
(v) sections 62(5)(a) and 63(3)(a) of this Act (carry forward of
loss made in UK property business); or
(b) section 303C of this Act (excess carried forward non-
decommissioning losses of ring fence trade: relief against total
profits) applies in relation to an amount.
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(2) The company may surrender the loss or other amount under this Chapter so
far as the loss or other amount is eligible for corporation tax relief (apart
from this Part).

(3) Subsection (4) applies if any of a BLAGAB trade loss made by an insurance
company for an accounting period is carried forward to an accounting period
of the company (“the later period”) under section 124A(2) or 124C(3) of FA
2012.

(4) The company may surrender the remaining carried forward amount under
this Chapter so far as that amount is eligible for corporation tax relief (apart
from this Part).

(5) In subsection (4) “the remaining carried forward amount” means so much
of the amount carried forward (as mentioned in subsection (3)) as cannot be
deducted under section 124A(5) or 124C(6) of FA 2012 from the company's
BLAGAB trade profit (if any) of the later period.

(6) Under paragraph 70(1) of Schedule 18 to FA 1998, the company surrenders
losses or other amounts, so far as eligible for surrender under this Chapter,
by consenting to one or more claims for group relief for carried-forward
losses in relation to the amounts (see requirement 1 in section 188CB(3) and
requirement 1 in section 188CC(3)).

(7) In this Part, in relation to losses or other amounts within subsection (1) or
(4) that a company has carried forward to an accounting period—

“the surrenderable amounts” means those losses and other
amounts so far as eligible for surrender under this Chapter,

“surrendering company” means the company that has the losses
or other amounts,

“the surrender period” means the accounting period to which the
losses and other amounts have been carried forward.

(8) See sections 188BC to 188BJ for provisions restricting what the surrendering
company may surrender under this section.

188BC Restriction on surrendering pre-1 April 2017 losses etc

(1) The surrendering company may not surrender under this Chapter—

(a) aloss carried forward to the surrender period under section 753(3)
of CTA 2009 in so far as the loss is made up of an amount
previously carried forward under that section from an accounting
period beginning before 1 April 2017,

(b) expenses carried forward to the surrender period under section 1223
of CTA 2009 if the expenses were first deductible under section 1219
of that Act for an accounting period beginning before that date, or

(c) aloss carried forward to the surrender period under section 62(5)(a)
or 63(3)(a) of this Act if the loss was made in an accounting period
beginning before that date.

(2) The surrendering company may not surrender under this Chapter a
qualifying charitable donation carried forward to the surrender period under
section 1223 of CTA 2009.
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188BD Restriction where investment business has become small or negligible

(1) The surrendering company may not surrender under this Chapter—

(a) aloss carried forward to the surrender period under section 753(3) of
CTA 2009 if an investment business carried on by the surrendering
company became small or negligible before the beginning of that
period,

(b) expenses carried forward to the surrender period under section 1223
of CTA 2009 if the surrendering company's investment business
became small or negligible before the beginning of that period, or

(c) aloss carried forward to the surrender period under section 62(5)
(a) or 63(3)(a) if the surrendering company's investment business
became small or negligible before the beginning of that period.

(2) In this section—

(a) “company with investment business” has the same meaning as in
Part 16 of CTA 2009 (see section 1218B of that Act);

(b) references to a company's investment business are to be construed
in accordance with section 1219(2) of CTA 2009.

188BE Restriction where surrendering company could use losses etc itself

The surrendering company may not surrender any losses or other amounts
under this Chapter if—
(a) section 269ZD(2) applies in determining the taxable total profits of
the surrendering company for the surrender period, and
(b) the sum of the relevant deductions (within the meaning of
section 269ZD(3)) made for the surrender period is less than the
maximum permitted by section 269ZD(2).

188BF Restriction where surrendering company has no income-generating
assets

The surrendering company may not surrender any losses or other amounts
under this Chapter if at the end of the surrender period the surrendering
company has no assets capable of producing income.

188BG Restrictions for certain insurance companies

(1) If the surrendering company is a general insurance company and the
surrender period is an excluded accounting period, the company may not
surrender under this Chapter—

(a) aloss carried forward to the surrender period under section 753(3)

of CTA 2009;

(b) expenses carried forward to the surrender period under section 1223
of CTA 2009;

(¢) aloss carried forward to the surrender period under section 62(5)
(a) or 63(3)(a).

(2) In subsection (1) “excluded accounting period” and ‘“general insurance
company” are to be interpreted in accordance with section 269ZG.
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(3) If the surrendering company is a Solvency 2 insurance company it may not
surrender under this Chapter—

(a) aloss carried forward to the surrender period under section 753(3)
of CTA 2009,

(b) expenses carried forward to the surrender period under section 1223
of CTA 2009, or

(c) aloss carried forward to the surrender period under section 62(5)
(a) or 63(3)(a),

so far as the loss is, or (as the case may be) the expenses are, a shock loss.

188BH Restriction on surrender of losses etc made when UK resident

(1) This section applies in relation to a loss or other amount carried forward to
the surrender period if the surrendering company was UK resident during
the loss-making period.

(2) The surrendering company may not surrender the loss or other amount under
this Chapter so far as the loss or other amount—

(a) is attributable to a permanent establishment through which the
company carried on a trade outside the United Kingdom during the
loss-making period (see subsection (3)), and

(b) is, or represents, an amount within subsection (5).

(3) A loss or other amount is attributable to a permanent establishment of
the surrendering company if (ignoring this section) the amount could be
included in the company's surrenderable amounts for the surrender period if
those amounts were determined—

(a) by reference to that establishment alone, and

(b) by applying, in relation to that establishment, principles
corresponding in all material respects to those mentioned in
subsection (4).

(4) The principles are those that would be applied for corporation tax purposes
in determining an equivalent loss or other amount in the case of a permanent
establishment through which a non-UK resident company carried on a trade
in the United Kingdom.

(5) An amount is within this subsection if, for the purposes of non-UK
tax chargeable under the law of the territory in which the permanent
establishment was situated, the amount is or at any time has been (in any
period) deductible from or otherwise allowable against non-UK profits of a
person other than the surrendering company.

(6) Subsection (7) applies for the purposes of subsection (5) if, in order to
determine if an amount is or at any time has been deductible or otherwise
allowable for the purposes of non-UK tax chargeable under the law of
a territory, it is necessary under that law to know if the amount (or a
corresponding amount) is or has been deductible or otherwise allowable for
tax purposes in the United Kingdom.

(7) The amount is to be treated as deductible or otherwise allowable for the
purposes of the non-UK tax chargeable under the law of the territory
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concerned if (and only if) the surrendering company is treated as resident in
that territory for the purposes of the non-UK tax.

(8) In this section and section 188BI—
“the loss-making period”, in relation to a loss or other amount,
means the accounting period in which the loss was made or the
amount arose,

“non-UK tax” has the meaning it has in Part 5 (see section 187),
and

“non-UK profits” has the meaning given by section 108.

188BI Restriction on surrender of losses made when non-UK resident

(1) This section applies in relation to a loss or other amount carried forward
to the surrender period if during the loss-making period the surrendering
company was a non-UK resident company—

(a) carrying on a trade of dealing in or developing UK land, or

(b) carrying on a trade in the United Kingdom through a permanent
establishment.

(2) If the surrendering company was established in the EEA during the loss-
making period, it may surrender the loss or other amount under this Chapter
only so far as conditions A and B are met.

Subsection (8) imposes restrictions on a surrender under this subsection.

(3) In any other case, the surrendering company may surrender the loss or other
amount under this Chapter only so far as conditions A, B and C are met in
relation to the loss or amount.

(4) Condition A is that the loss or other amount is attributable to activities of
the surrendering company in respect of which it is within the charge to
corporation tax for the loss-making period.

(5) Condition B is that the loss or other amount is not attributable to activities
of the surrendering company that are double taxation exempt for the loss-
making period (within the meaning given by section 186).

(6) Condition C is that—

(a) the loss or other amount does not correspond to, and is not
represented in, an amount with subsection (7), and

(b) no amount brought into account in calculating the loss or other
amount corresponds to, or is represented in, an amount within
subsection (7).

(7) An amount is within this subsection if, for the purposes of non-UK tax
chargeable under the law of a territory, the amount is or at any time has
been (in any period) deductible from or otherwise allowable against non-UK
profits of any person.

(8) A loss or other amount may not be surrendered by virtue of subsection (2) if
and to the extent that it, or any amount brought into account in calculating
it, corresponds to, or is represented in, amounts within subsection (9).
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(9) An amount is within this subsection if, for the purposes of non-UK tax
chargeable under the law of a territory, the amount has (in any period) been
deducted from or otherwise allowed against non-UK profits of any person.

(10) But an amount is not to be taken to be within subsection (7) or (9) by reason
only that it is—
(a) an amount of profits brought into account for the purpose of being
excluded from non-UK profits of the person, or
(b) an amount brought into account in calculating an amount of profits
brought into account as mentioned in paragraph (a).

(11) Subsection (12) applies for the purposes of subsection (7) if, in order to
determine if an amount is or at any time has been deductible or otherwise
allowable for the purposes of non-UK tax chargeable under the law of
a territory, it is necessary under that law to know if the amount (or a
corresponding amount) is or at any time has been deductible or otherwise
allowable for tax purposes in the United Kingdom.

(12) The amount is to be treated as deductible or otherwise allowable for the
purposes of the non-UK tax chargeable under the law of the territory
concerned.

(13) For the purposes of this section a company is established in the EEA if—

(a) it is constituted under the law of the United Kingdom or an EEA
territory, and

(b) it has its registered office, central administration or principal place
of business within the European Economic Area.

(14) In subsection (13) “EEA territory”, in relation to any time, means a territory
outside the United Kingdom that is within the European Economic Area at
that time.

188BJ Restriction on surrender losses etc made when dual resident

The surrendering company may not surrender a loss or other amount under
this Chapter if the company was not eligible to surrender the loss or other
amount under Chapter 2 of Part 5 by reason of section 109 (restriction on
losses etc surrenderable by dual resident).

CHAPTER 3

CLAIMS FOR GROUP RELIEF FOR CARRIED-FORWARD LOSSES

Introduction

188CA Overview of Chapter

This Chapter sets out how a company may claim group relief for carried-
forward losses and how the relief is given.
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Claiming group relief for carried-forward losses

188CB Claims in relation to all the surrenderable amounts

(1) This section applies in relation to the surrendering company's surrenderable
amounts for the surrender period under Chapter 2.

(2) If the requirements in subsection (3) are met, a company (“the claimant
company”’) may make a claim for group relief for carried-forward losses for
an accounting period (“the claim period”) in relation to the surrenderable
amounts.

(3) The requirements are as follows—
Requirement I The surrendering company consents to the claim.

Requirement 2 There is a period (“the overlapping period”) that is
common to the claim period and the surrender period.

Requirement 3 At a time during the overlapping period—
(a) the group condition is met (see section 188CE)
(b) consortium condition 1 is met (see section 188CF), or
(c) consortium condition 2 is met (see section 188CG).

(4) A claim under this section may relate to the whole of the surrenderable
amounts or to part of them only.

(5) This section is subject to section 188CD (claim not allowed by company
with unused carried-forward losses of its own).

188CC Claims in relation to the surrenderable amounts that are attributable
to a specified accounting period

(1) This section applies in relation to the surrendering company's surrenderable
amounts for the surrender period under Chapter 2.

(2) If the requirements in subsection (3) are met, a company (“the claimant
company”’) may make a claim for group relief for carried-forward losses for
an accounting period (“the claim period”) in relation to the surrenderable
amounts that are attributable to an accounting period of the surrendering
company specified in the claim (“the specified loss-making period”).

(3) The requirements are as follows—
Requirement 1 The surrendering company consents to the claim.

Requirement 2 There is a period (“the overlapping period”) that is
common to the claim period and the surrender period.
Requirement 3 Consortium condition 3 (see section 188CH) or
consortium condition 4 (see section 188CI) is met throughout a period
which—
(a) begins before or during the specified loss-making period, and
(b) ends during or after the overlapping period.

(4) A claim under this section may relate to the whole of the surrenderable
amounts attributable to the specified loss-making period or to part of them
only.
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(5) This section is subject to section 188CD (claim not allowed by company
with unused carried-forward losses of its own)

188CD Claim not allowed by company with unused carried-forward losses of
its own

A company may not make a claim for group relief for carried-forward losses
for an accounting period if—

(a) any amount carried forward to that period under any provision
mentioned in section 188BB(1), or any amount which is carried
forward to that period and falls within section 124B(1)(b) of FA
2012, is not deducted in full from the total profits of the company
for that period at Step 2 of section 4(2),

(b) the company makes a claim under section 458(1) of CTA 2009 for
any amount of a deficit to be excepted from being set off against
profits of that period,

(c) the company makes a claim under section 45(4A) that the profits of
a trade of that period are not to be reduced or are not to be reduced
by more than a specified amount, or

(d) the company makes a claim under section 45B(5) for relief not to be
given in that period for an amount of a loss or for a specified part
of an amount of a loss.

188CE The group condition

(1) The group condition is met if the surrendering company and the claimant
company—
(a) are members of the same group of companies, and
(b) are both UK related.

(2) For the meaning of “UK related” in subsection (1)(b) and in sections 188CF
to 188CI, see section 188C]J.

188CF Consortium condition 1

(1) Consortium condition 1 is met if—
(a) the claimant company is a trading company or a holding company,
(b) the claimant company is owned by a consortium,
(c) the surrendering company is a member of the consortium, and
(d) both companies are UK related.

(2) But consortium condition 1 is not met if a profit on a sale within
subsection (3) by the surrendering company would be a trading receipt of
the surrendering company.

(3) A sale is within this subsection if it is a sale of—
(a) the share capital the surrendering company owns in the claimant
company, or

(b) if the claimant company is owned by the consortium as a result
of section 153(3) (consortiums involving holding companies),
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the share capital the surrendering company owns in the holding
company in question.

188CG Consortium condition 2

(1) Consortium condition 2 is met if—
(a) the claimant company is a trading company or a holding company,
(b) the claimant company is owned by a consortium,
(c) the surrendering company is not a member of the consortium,

(d) the surrendering company is a member of the same group of
companies as a third company (“the link company”),

(e) the link company is a member of the consortium,

(f) the surrendering company and the claimant company are both UK
related.

(2) But consortium condition 2 is not met if a profit on a sale within
subsection (3) by the link company would be a trading receipt of that
company.

(3) A sale is within this subsection if it is a sale of—
(a) the share capital the link company owns in the claimant company, or

(b) if the claimant company is owned by the consortium as a result
of section 153(3) (consortiums involving holding companies), the
share capital the link company owns in the holding company in
question.

188CH Consortium condition 3

(1) Consortium condition 3 is met if—

(a) the surrendering company is a trading company or a holding
company,

(b) the surrendering company is owned by a consortium,
(c) the claimant company is a member of the consortium, and
(d) both companies are UK related.

(2) But consortium condition 3 is not met if a profit on a sale within
subsection (3) by the claimant company would be a trading receipt of the
claimant company.

(3) A sale is within this subsection if it is a sale of—
(a) the share capital the claimant company owns in the surrendering
company, or
(b) if the surrendering company is owned by the consortium as a result
of section 153(3) (consortiums involving holding companies), the
share capital the claimant company owns in the holding company
in question.

188CI Consortium condition 4

(1) Consortium condition 4 is met if—

(a) the surrendering company is a trading company or a holding
company,
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(b) the surrendering company is owned by a consortium,
(c) the claimant company is not a member of the consortium,

(d) the claimant company is a member of the same group of companies
as a third company (“the link company”),

(e) the link company is a member of the consortium, and

(f) the claimant company and the surrendering company are both UK
related.

(2) But consortium condition 4 is not met if a profit on a sale within
subsection (3) by the link company would be a trading receipt of that
company.

(3) A sale is within this subsection if it is a sale of—

(a) the share capital the link company owns in the surrendering
company, or

(b) if the surrendering company is owned by the consortium as a result
of section 153(3) (consortiums involving holding companies), the
share capital the link company owns in the holding company in
question.

188CJ Meaning of “UK related” company

For the purpose of sections 188CE to 188CI a company is UK related if—
(a) itisa UK resident company, or

(b) itis a non-UK resident company carrying on a trade in the United
Kingdom through a permanent establishment.

Giving group relief for carried-forward losses

188CK Deductions from total profits

(1) If a claimant company makes a claim under section 188CB or 188CC, the
group relief for carried-forward losses is given by the making of a deduction
from the claimant company's total profits of the claim period.

(2) In the case of a claim under section 188CB, the amount of the deduction
under subsection (1) is—

(a) an amount equal to the surrendering company's surrenderable
amounts for the surrender period, or

(b) if the claim is in relation to only part of those amounts, an amount
equal to that part.

(3) Subsection (2) is subject to—
(a) subsections (6) to (9),
(b) the limitations set out in Chapter 4, and
(c) section 269ZD (restriction on deductions from total profits).

(4) In the case of a claim under section 188CC, the amount of the deduction
under subsection (1) is—
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(a) an amount equal to the surrendering company's surrenderable
amounts for the surrender period that are attributable to the specified
loss-making period, or

(b) if the claim is in relation to only part of those amounts, an amount
equal to that part.

(5) Subsection (4) is subject to—
(a) subsections (6) to (9),
(b) the limitations set out in Chapter 5, and
(c) section 269ZD (restriction on deductions from total profits).

(6) A deduction under subsection (1) is to be made—
(a) before deductions for relief within subsection (7), but

(b) after all other deductions to be made at Step 2 in section 4(2) (apart
from deductions for group relief for carried-forward losses on other
claims).

(7) The deductions within this subsection are deductions for relief—

(a) under section 37 in relation to a loss made in an accounting period
after the claim period,

(b) under section 260(3) of CAA 2001 in relation to capital allowances
for an accounting period after the claim period, and

(c¢) under section 389 or 463B of CTA 2009 in relation to a deficit of a
deficit period after the claim period.

(8) For the purposes of subsection (6)(b) it is to be assumed that the claimant
company has claimed all relief available to it for the claim period under
section 37 of this Act or section 260(3) of CAA 2001.

(9) Corporation tax relief is not to be given more than once for the same amount,
whether—

(a) by giving group relief for carried-forward losses and by giving some
other relief (for any accounting period) to the surrendering company,
or

(b) by giving group relief for carried-forward losses more than once.

CHAPTER 4

LIMITATIONS ON RELIEF: CLAIMS UNDER SECTION 188CB

Introduction

188DA Overview

This Chapter sets out limitations on the amount of relief which may be given
on a claim under section 188CB.
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General limitation on amount of relief

188DB Limitation on amount of relief applying to all claims under
section 188CB

(1) The amount of group relief for carried-forward losses to be given on a claim
under section 188CB (“the current claim™) is limited to whichever is the
lesser of—

(a) the amount mentioned in subsection (2), and
(b) the amount mentioned in subsection (3).

(2) The amount referred to in subsection (1)(a) is the unused part of the
surrenderable amounts (see section 188DC).

(3) The amount referred to in subsection (1)(b) is the difference between—

(a) the claimant company's relevant maximum for the overlapping
period (see section 188DD), and

(b) the amount of previously claimed group relief for carried-forward
losses for the overlapping period (see section 188DE).

188DC Unused part of the surrenderable amounts

(1) The unused part of the surrenderable amounts is the amount equal to—

(a) the surrenderable amount for the overlapping period (see
subsection (2)), less

(b) the amount of prior surrenders for that period (see subsections (3)

to (5)).

(2) To determine the surrenderable amount for the overlapping period—

(a) take the proportion of the surrender period included in the
overlapping period, and

(b) apply that proportion to the surrenderable amounts for the surrender
period.

The surrenderable amount for the overlapping period is the amount given as
a result of paragraph (b).

(3) To determine the amount of prior surrenders for the overlapping period—

(a) identify any prior claims for the purposes of this section (see
subsection (4)), and

(b) take the steps set out in subsection (5) in relation to each such claim.

The amount of prior surrenders for the overlapping period is the total of the
previously used amounts given at step 3 in subsection (5) for all the prior
claims.

(4) A claim is a prior claim for the purposes of this section if—
(a) itis either—
(i) a claim under section 188CB by any company which relates
to the same amounts as the current claim, or
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(i1) a claim under section 188CC by any company which relates
to amounts included in the amounts to which the current
claim relates,

(b) it is made before the current claim, and
(c) it has not been withdrawn.

(5) These are the steps referred to in subsection (3)(b) to be taken in relation to
each prior claim.

Step 1 ldentify the overlapping period for the prior claim.
Step 2 Identify any period that is common to the overlapping period
for the current claim and the overlapping period for the prior claim. If
there is a common period, go to step 3. If there is no common period,
there is no previously used amount in relation to the prior claim (and
ignore step 3).
Step 3 Determine the previously used amount of group relief for
carried-forward losses in relation to the prior claim (see subsection (6)).

(6) To determine the previously used amount of group relief for carried-forward
losses in relation to a prior claim—

(a) take the proportion of the overlapping period for the prior claim that
is included in the common period identified at step 2 in relation to
that claim, and

(b) apply that proportion to the amount of group relief for carried-
forward losses given on the prior claim.

The previously used amount of group relief for carried-forward losses in
relation to the prior claim is the amount given as a result of paragraph (b).

(7) For the meaning of the “overlapping period” see section 188DG.

188DD Claimant company's relevant maximum for overlapping period

(1) The claimant company's relevant maximum for the overlapping period is
determined as follows—
Step 1 Calculate the claimant company's relevant maximum for the
claim period in accordance with section 269ZD(4).
Step 2 Deduct from that amount the sum of—
(a) any deductions made by the company for the claim period
(i) under section 45(4)(b) or 45B(4), or
(i1) under section 303B or 303D by virtue of
section 304(5),
(b) any deductions made by the company for the claim period
under section 457(3) or 463H(5) of CTA 2009,
(c) any deductions made by the company for the claim period
under section 124(5), 124A(5) or 124C(6) of FA 2012, and
(d) any deductions made by the company for the claim period
which are deductions within any of paragraphs (a) to (i) and
(k) of section 269ZD(3).
Step 3 Take the proportion of the claim period included in the
overlapping period and apply that proportion to the amount arrived at
under step 2.
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(2) In step 2 of subsection (1)—

(a) in paragraph (a)(i), the references to deductions under section 45(4)
(b) or 45B(4) do not include deductions that would be ignored for
the purposes of section 269ZB by reason of—

(1) section 1209(3), 1210(5A) or 1211(7A) of CTA 2009
(losses of film trade),
(i1) section 1216DA(3), 1216DB(5A) or 1216DC(7A) of that
Act (losses of television programme trade),
(iii) section 1217DA(3), 1217DB(5A) or 1217DC(7A) of that
Act (losses of video game trade),
(iv) section 1217MA(3) or 1217MC(9) of that Act (losses of
theatrical trade),
(v) section 1217SA(3) or 1217SC(9) of that Act (losses of
orchestral trade),
(vi) section 1218ZDA(3) or 1218ZDC(9) of that Act (losses of
museum or gallery exhibition trade),
(vii) section 65(4B) or 67A(5A) (losses of UK or EEA furnished
holiday lettings business),
(viii) section 269ZJ(1) (insurance companies: shock losses),
(ix) section 304(7) (certain losses of ring fence trades), or
(x) section 356NJ(2) (pre-1 April 2017 loss arising from oil
contractor activities);

(b) in paragraph (b) the reference to a deduction under section 463H(5)

does not include the deduction of a shock loss.

(3) If the amount of the claimant company's relevant profits for the claim
period (calculated in accordance with section 269ZD(5)) is less than the
amount of the claimant company's deductions allowance for the claim period
(determined in accordance with section 269ZD(6)), subsection (1) has effect
as if step 1 was modified as follows—

Step 1 Calculate the claimant company's relevant profits for the claim period
in accordance with section 269ZD(5).

(4) If section 269ZD has effect in relation to the claimant company for the claim
period with the modifications set out in section 269ZE(1) (special loss cap
for insurance companies in certain cases), subsection (1) has effect as if steps
1 and 2 were modified as follows—

Step 1 Determine, in accordance with section 269ZE(5), the modified
loss cap for the claimant company and the claim period.
Step 2 Reduce that amount by the total of any deductions made by the
claimant company for the claim period which are deductions within
any of paragraphs (a) to (i) and (k) of section 269ZD(3).

(5) Subsection (2) is to be ignored if subsection (3) applies.

188DE Previously claimed group relief for carried-forward losses

(1) To determine the amount of previously claimed group relief for carried-
forward losses for the overlapping period—
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(a) identify any prior claims for the purposes of this section (see
subsection (2)), and

(b) take the steps set out in subsection (3) in relation to each such claim.

The amount of previously claimed group relief for carried-forward losses for
the overlapping period is the total of the previously claimed amounts given
at step 3 in subsection (3) for all the prior claims.

(2) A claim is a prior claim for the purposes of this section if—

(a) itisaclaimunder section 188CB or 188CC by the claimant company
for group relief for carried-forward losses which would be given by
way of a deduction from the company's total profits of the claim
period,

(b) it is made before the current claim, and

(c) it has not been withdrawn.

(3) These are the steps referred to in subsection (1)(b) to be taken in relation to
each prior claim.

Step 1 1dentify the overlapping period for the prior claim.
Step 2 Identify any period that is common to the overlapping period
for the current claim and the overlapping period for the prior claim. If
there is a common period, go to step 3. If there is no common period,
there is no previously claimed amount in relation to the prior claim
(and ignore step 3).

Step 3 Determine the previously claimed amount of group relief for
carried forward losses in relation to the prior claim (see subsection (4)).

(4) To determine the previously claimed amount of group relief for carried-
forward losses in relation to a prior claim—

(a) take the proportion of the overlapping period for the prior claim that
is included in the common period identified at step 2 in relation to
that claim, and

(b) apply that proportion to the amount of group relief for carried-
forward losses given on the prior claim.

The previously claimed amount of group relief for carried-forward losses in
relation to the prior claim is the amount given as a result of paragraph (b).

188DF Sections 188DC to 188DE: supplementary

(1) If two or more claims for group relief for carried-forward losses are made at
the same time, for the purpose of section 188DC and 188DE treat the claims
as made—

(a) in such order as the company making them may elect or the
companies making them may jointly elect, or

(b) if no such election is made, in such order as an officer of Revenue
and Customs may direct.

(2) For the purpose of step 3 in each of section 188DC(5) and 188DE(3) the
amount of group relief for carried-forward losses given on a prior claim is
determined on the basis that relief is given on the claim before it is given
on any later claim.
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(3) If the use of any proportion mentioned in subsection (4), would, in the
circumstances of a particular case, produce a result that is unjust or
unreasonable, the proportion is to be modified so far as necessary to produce
a result that is just and reasonable.

(4) The proportions are those found in—
(a) section 188DC(2),
(b) section 188DC(6),
(c) step 3 in section 188DD(1), and
(d) section 188DE(4)

188DG Sections 188DC and 188DE: meaning of “the overlapping period”

(1) In sections 188DC and 188DE “the overlapping period”, in relation to a
claim for group relief for carried-forward losses, means the period that is
common to the claim period and the surrender period (see Requirement 2 in
section 188CB(3) and Requirement 2 in section 188CC(3)).

(2) But if during any part of the overlapping period the relief condition is not
met, that part is treated as not forming part of the overlapping period but
instead as forming—

(a) apart of the surrender period that is not included in the overlapping
period, and

(b) a part of the claim period that is not included in the overlapping
period.

(3) The relief condition is the condition on which the claim for group relief for
carried forward losses is based, that is—

the group condition,
consortium condition 1,
consortium condition 2,
consortium condition 3, or
consortium condition 4.

Further limitations on amount of relief if
claim based on consortium conditions I or 2

188DH Condition 1: ownership proportion

(1) This section applies if—
(a) the claimant company makes a claim under section 188CB for group
relief for carried-forward losses, and
(b) the claim is based on consortium condition 1.

(2) The relief to be given on the claim is limited to the ownership proportion of
the claimant company's relevant maximum for the overlapping period (see
section 188DD to determine the claimant company's relevant maximum for
the overlapping period).

(3) The ownership proportion is the same as the lowest of the following
proportions prevailing during the overlapping period—
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(a) the proportion of the ordinary share capital of the claimant company
that is beneficially owned by the surrendering company,

(b) the proportion of any profits available for distribution to equity
holders of the claimant company to which the surrendering company
is beneficially entitled,

(c) the proportion of any assets of the claimant company available for
distribution to such equity holders on a winding up to which the
surrendering company would be beneficially entitled, and

(d) the proportion of the voting power in the claimant company that is
directly possessed by the surrendering company.

(4) If any of the proportions in subsection (3) changes during the overlapping
period, use the average of that proportion during that period.

(5) If the claimant company is owned by the consortium company as a result
of section 153(3) (consortium company involving holding companies),
references in subsection (3) to the claimant company are to be read as
references to the holding company in question.

(6) In this section “the overlapping period” is to be read in accordance with
section 188DG.

(7) Chapter 6 of Part 5 (equity holders and profits or assets available for
distribution) applies for the purposes of subsection (3)(b) and (c).

188DI Condition 2: ownership proportion

(1) This section applies if—
(a) the claimant company makes a claim under section 188CB for group
relief for carried-forward losses, and
(b) the claim is based on consortium condition 2.

(2) The limitation on relief in section 188DH applies in relation to the claim, but
for this purpose references in section 188DH(3) to the surrendering company
are to be read as reference to the link company.

188DJ Condition 2: companies in link company's group

(1) Where—
(a) the claimant company makes a claim under section 188CB, and
(b) the claim is based on consortium condition 2,

the amount of relief to be given on the claim is limited by subsections (2)
and (3).

(2) There is a limit on the amount of group relief for carried-forward losses
that can be given, in total, to the claimant company for the claim period on
consortium claims made in relation to losses and other amounts surrendered
by the link company and group companies.

(3) That limit is the same as the limit that, as a result of section 188DH(2), would
apply for the purposes of a consortium claim made by the claimant company
for the claim period in relation to losses or other amounts surrendered by the
link company, assuming that the link company was UK related.
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(4) In determining the limit that would apply as a result of section 188DH(2) it
is to be assumed that the accounting period of the link company is the same
as the accounting period of the claimant company.

(5) In this section—

“consortium claim” means a claim for group relief for carried-
forward losses under section 188CB,

“group company” means a company that is a member of the
same group of companies as the link company (other than the link
company itself), and

“UK related”, in relation to a company, has the meaning given by
section 188C]J.

188DK Conditions 1 and 2: claimant company not controlled by surrendering
company etc

(1) This section applies if—
(a) the claimant company makes a claim under section 188CB for group
relief for carried-forward losses,
(b) the claim is based on consortium condition 1, and

(c) during any part of the overlapping period, arrangements within
subsection (3) are in place which enable a person to prevent
the surrendering company, either alone or together with one or
more other companies that are members of the consortium, from
controlling the claimant company.

(2) This section also applies if—

(a) the claimant company makes a claim under section 188CB for group
relief for carried-forward losses,

(b) the claim is based on consortium condition 2, and

(¢) during any part of the overlapping period, arrangements within
subsection (3) are in place which enable a person to prevent the link
company, either alone or together with one or more other companies
that are members of the consortium, from controlling the claimant
company.

(3) Arrangements are within this subsection if—

(a) the company, either alone or together with one or more other
companies that are members of the consortium, would control the
claimant company, but for the existence of the arrangements, and

(b) the arrangements form part of a scheme the main purpose, or one of
the main purposes, of which is to enable the claimant company to
obtain a tax advantage under this Chapter.

(4) The relief to be given on the claim is to be determined as if the claimant
company's relevant maximum for the overlapping period was 50% of what
it would be but for this section (see section 188DD to determine the claimant
company's relevant maximum for the overlapping period).

(5) In this section “the overlapping period” is to be read in accordance with
section 188DG
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(6) Section 1139 (“tax advantage”) applies for the purposes of this section.

188DL Conditions 1 and 2: claimant company in group of companies

(1) This section applies if—
(a) the claimant company makes a claim under section 188CB based on
consortium condition 1 or 2, and
(b) the claimant company is a member of a group of companies.

(2) In determining the claimant company's relevant maximum for the
overlapping period under section 188DD, the amount calculated at step 1
of that section is to be treated as reduced (but not below nil) by the group's
potential relief.

(3) The group's potential relief is the sum of—
(a) the maximum amount of group relief for carried-forward losses that
could be claimed by the claimant company for the claim period on
claims under section 188CB based on the group condition, and

(b) the maximum amount of group relief under Part 5 that could be
claimed by the claimant company for the claim period on claims
under section 130 based on the group condition.

(4) Before determining the maximum amount of potential group relief for
carried-forward losses or potential group relief under subsection (3) take
account of any claim made before the claim mentioned in subsection (1)
that—

(a) is aclaim for group relief or group relief for carried-forward losses
based on the group condition made by another member of the same
group of companies as the claimant company, and

(b) isin relation to losses or other amounts surrendered.

CHAPTER 5

LIMITATIONS ON RELIEF: CLAIMS UNDER SECTION 188CC
Introduction

188EA Overview of Chapter

This Chapter sets out limitations on the amount of relief which may be given
on a claim under section 188CC.

General limitation on amount of relief

188EB Limitation on amount of relief applying to all claims under
section 188CC

(1) The amount of group relief for carried-forward losses to be given on a claim
under section 188CC (“the current claim™) is limited to whichever is the
lesser of—
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(a) the amount mentioned in subsection (2),
(b) the amount mentioned in subsection (3), and
(¢) the amount mentioned in subsection (4).

(2) The amount referred to in subsection (1)(a) is the unused part of the
surrenderable amounts that are attributable to the specified loss-making
period (see section 188EC).

(3) The amount referred to in subsection (1)(b) is the difference between—

(a) the claimant company's relevant maximum for the overlapping
period (see section 188ED), and

(b) the amount of previously claimed group relief for carried-forward
losses for the overlapping period (see section 188EE).

(4) The amount referred to in subsection (1)(c) is the potential Part 5 group relief
amount (see section 188EF).

188EC Unused part of surrenderable amounts attributable to specified loss-
making period

(1) The unused part of the surrenderable amounts that are attributable to the
specified loss-making period is the amount equal to—

(a) the surrenderable amount for the overlapping period (see
subsection (2)), less

(b) the amount of prior surrenders for that period (see subsections (3)

to (5)).

(2) To determine the surrenderable amount for the overlapping period—

(a) take the proportion of the surrender period included in the
overlapping period, and

(b) apply that proportion to the surrenderable amounts for the surrender
period that are attributable to the specified loss-making period.

The surrenderable amount for the overlapping period is the amount given as
a result of paragraph (b).

(3) To determine the amount of prior surrenders for the overlapping period—

(a) identify any prior claims for the purposes of this section (see
subsection (4)), and

(b) take the steps set out in subsection (5) in relation to each such claim.

The amount of prior surrenders for the overlapping period is the total of the
previously used amounts given at step 3 in subsection (5) for all the prior
claims.

(4) A claim is a prior claim for the purposes of this section if—
(a) itis either—
(1) a claim under section 188CB by any company which relates
to the amounts to which the current claim relates (as well as
any other amounts), or

(i1) a claim under section 188CC by any company which relates
to the same amounts to which the current claim relates,

(b) it is made before the current claim, and
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(c) it has not been withdrawn.

(5) These are the steps referred to in subsection (3)(b) to be taken in relation to
each prior claim.

Step 1 1dentify the overlapping period for the prior claim.

Step 2 Identify any period that is common to the overlapping period
for the current claim and the overlapping period for the prior claim. If
there is a common period, go to step 3. If there is no common period,
there is no previously used amount in relation to the prior claim (and
ignore step 3).

Step 3 Determine the previously used amount of group relief for
carried-forward losses in relation to the prior claim (see subsections

(6) to (8)).

(6) To determine the previously used amount of group relief for carried-forward
losses in relation to a prior claim made under section 188CB—

Step 1 Take the proportion of the overlapping period for the prior
claim that is included in the common period identified at step 2 in
subsection (5) in relation to that claim.

Step 2 Apply that proportion to the amount of group relief for carried-
forward losses given on the claim.

Step 3 Multiply the amount arrived at under step 2 by the fraction set
out in subsection (7).

(7) The fraction is—
A
B
where—
A is the sum of the surrenderable amounts that are attributable to the

specified loss-making period, and

B is the sum of all the surrenderable amounts.

(8) Tode

termine the previously used amount of group relief for carried-forward

losses in relation to a prior claim made under section 188CC—

(a)

(b)

take the proportion of the overlapping period for the prior claim
that is included in the common period identified at step 2 in
subsection (5) in relation to that claim, and

apply that proportion to the amount of group relief for carried-
forward losses given on the prior claim.

The previously used amount of group relief for carried-forward losses in
relation to the prior claim is the amount given as a result of paragraph (b).

188ED Claimant company's relevant maximum for the overlapping period

(1) The claimant company's relevant maximum for the overlapping period is
determined as follows—
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Step I Calculate the claimant company's relevant maximum for the
claim period in accordance with section 269ZD(4).
Step 2 Deduct from that amount the sum of—
(a) any deductions made by the company for the claim period
(i) under section 45(4)(b) or 45B(4), or
(il) under section 303B or 303D by virtue of
section 304(5),
(b) any deduction made by the company for the claim period under
section 457(3) or 463H(5) of CTA 2009,
(c) any deductions made by the company for the claim period
under section 124(5), 124A(5) or 124C(6) of FA 2012, and
(d) any deductions made by the company for the claim period
which are deductions within any of paragraphs (a) to (i) and
(k) of section 269ZD(3).
Step 3 Take the proportion of the claim period included in the
overlapping period and apply that proportion to the amount arrived at
under step 2.

(2) In step 2 of subsection (1)—

(a) in paragraph (a)(i), the references to deductions under section 45(4)
(b) or 45B(4) do not include deductions that would be ignored for
the purposes of section 269ZB by reason of—

(1) section 1209(3), 1210(5A) or 1211(7A) of CTA 2009
(losses of film trade),
(ii) section 1216DA(3), 1216DB(5A) or 1216DC(7A) of that
Act (losses of television programme trade),
(iii) section 1217DA(3), 1217DB(5A) or 1217DC(7A) of that
Act (losses of video game trade),
(iv) section 1217MA(3) or 1217MC(9) of that Act (losses of
theatrical trade),
(v) section 1217SA(3) or 1217SC(9) of that Act (losses of
orchestral trade),
(vi) section 1218ZDA(3) or 1218ZDC(9) of that Act (losses of
museum or gallery exhibition trade),
(vii) section 65(4B) or 67A(5A) (losses of UK or EEA furnished
holiday lettings business),
(viii) section 269ZJ(1) (insurance companies: shock losses),
(ix) section 304(7) (certain losses of ring fence trades), or
(x) section 356NJ(2) (pre-1 April 2017 loss arising from oil
contractor activities);

(b) in paragraph (b) the reference to a deduction under section 463H(5)

does not include the deduction of a shock loss.

(3) If the amount of the claimant company's relevant profits for the claim
period (calculated in accordance with section 269ZD(5)) is less than the
amount of the claimant company's deductions allowance for the claim period
(determined in accordance with section 269ZD(6)), subsection (1) has effect
as if step 1 was modified as follows—
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Step 1 Calculate the claimant company's relevant profits for the claim period
in accordance with section 269ZD(5).

(4) If section 269ZD has effect in relation to the claimant company for the claim
period with the modifications set out in section 269ZE(1) (special loss cap
for insurance companies in certain cases), subsection (1) has effect as if steps
1 and 2 were modified as follows—

Step 1 Determine, in accordance with section 269ZE(5), the modified
loss cap for the claimant company and the claim period.
Step 2 Reduce that amount by the total of any deductions made by the
claimant company for the claim period which are deductions within
any of paragraphs (a) to (i) and (k) of section 269ZD(3).

(5) Subsection (2) is to be ignored if subsection (4) applies.

188EE Previously claimed group relief for carried-forward losses

(1) To determine the amount of previously claimed group relief for carried-
forward losses for the overlapping period—
(a) identify any prior claims for the purposes of this section (see
subsection (2)), and

(b) take the steps set out in subsection (3) in relation to each such claim.

The amount of previously claimed group relief for carried-forward losses for
the overlapping period is the total of the previously claimed amounts given
at step 3 in subsection (3) for all the prior claims.

(2) A claim is a prior claim for the purposes of this section if—

(a) itisaclaimundersection 188CB or 188CC by the claimant company
for group relief for carried-forward losses which would be given by
way of a deduction from the company's total profits of the claim
period,

(b) it is made before the current claim, and

(c) it has not been withdrawn.

(3) These are the steps referred to in subsection (1)(b) to be taken in relation to
each prior claim.

Step 1 Identify the overlapping period for the prior claim.
Step 2 Identify any period that is common to the overlapping period
for the current claim and the overlapping period for the prior claim. If
there is a common period, go to Step 3. If there is no common period,
there is no previously claimed amount in relation to the prior claim
(and ignore step 3).

Step 3 Determine the previously claimed amount of group relief for
carried forward losses in relation to the prior claim (see subsection (4)).

(4) To determine the previously claimed amount of group relief for carried-
forward losses in relation to a prior claim—
(a) take the proportion of the overlapping period for the prior claim
that is included in the common period identified at step 2 in
subsection (3) in relation to that claim, and
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(b) apply that proportion to the amount of group relief for carried-
forward losses given on the prior claim.

The previously claimed amount of group relief for carried-forward losses in
relation to the prior claim is the amount given as a result of paragraph (b).

188EF The potential Part S group relief amount

(1) The potential Part 5 group relief amount is determined as follows—

Step 1 Calculate the maximum amount of group relief that could have
been given to the claimant company under Part 5 in relation to losses
or other amounts within section 99(1) which the surrendering company
had for the specified loss-making period. In applying this step, ignore
any lack of profits of the claimant company from which deductions
could have been made as mentioned in section 137(1).

Step 2 Deduct from the amount arrived at under step 1 the amount of
any group relief actually given to the claimant company under Part 5
in relation to losses or other amounts within section 99(1) which the
surrendering company had for the specified loss-making period.

Step 3 Multiply the amount arrived at following step 2 by the fraction
in subsection (2).

Step 4 Deduct from the amount arrived at following step 3 any
group relief for carried-forward losses previously given to the claimant
company on claims under section 188CC which are related to the
current claim.

(2) The fraction referred to in step 3 is—

A

B

where—

A is the sum of the losses or other amounts within section 99(1)(a), (c),
(e), (f) and (g) which the surrendering company had for the specified loss-
making period, and

B is the sum of the losses or other amounts within section 99(1) (a) to (g)
which the surrendering company had for the specified loss-making period.

(3) References in subsection (2) to losses or other amounts are references to
losses or other amounts only in so far as they were eligible for surrender
under Chapter 2 of Part 5.

(4) A claim under section 188CC is related to the current claim if the
surrendering company and the specified loss-making period are the same in
relation to both claims.
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188EG Sections 188EC to 188EE: supplementary

(1) If two or more claims for group relief for carried-forward losses are made at
the same time, for the purpose of section 188EC and 188EE treat the claims
as made—

(a) in such order as the company making them may elect or the
companies making them may jointly elect, or

(b) if no such election is made, in such order as an officer of Revenue
and Customs may direct.

(2) For the purpose of step 3 in each of sections 188EC(5) and 188EE(3) the
amount of group relief for carried-forward losses given on a prior claim is
determined on the basis that relief is given on the claim before it is given
on any later claim.

(3) If the use of any proportion mentioned in subsection (4), would, in the
circumstances of a particular case, produce a result that is unjust or
unreasonable, the proportion is to be modified so far as necessary to produce
a result that is just and reasonable.

(4) The proportions are those found in—
(a) section 188EC(2)(a),
(b) step 1 in section 188EC(6),
(c) section 188EC(8)(a),
(d) step 3 in section 188ED(1), and
(e) section 188EE(4)(a).

188EH Sections 188EC and 188EE: meaning of “the overlapping period”

(1) In sections 188EC and 188EE “the overlapping period”, in relation to a
claim for group relief for carried-forward losses, means the period that is
common to the claim period and the surrender period (see Requirement 2 in
section 188CB(3) and Requirement 2 in section 188CC(3)).

(2) But if during any part of the overlapping period the relief condition is not
met, that part is treated as not forming part of the overlapping period but
instead as forming—

(a) apart of the surrender period that is not included in the overlapping
period, and

(b) a part of the claim period that is not included in the overlapping
period.

(3) The relief condition is the condition on which the claim for group relief for
carried forward losses is based, that is—

the group condition,
consortium condition 1,
consortium condition 2,
consortium condition 3, or
consortium condition 4.
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Further limitations on amount of relief that apply in particular cases

188EI Condition 4: companies in link company's group

(1) Where—
(a) the claimant company makes a claim under section 188CC, and
(b) the claim is based on consortium condition 4

the amount of relief to be given on the claim is limited by subsections (2)
and (3).

(2) There is a limit on the amount of group relief for carried-forward losses
that can be given, in total, on relevant consortium claims made by the link
company and group companies.

(3) That limit is the maximum amount of group relief for carried-forward losses
that could be given to the link company on relevant consortium claims—
(a) assuming that no relevant consortium claims were made by group
companies based on consortium condition 4,

(b) assuming that the link company was UK related, and

(c) ignoring any lack of profits of the link company from which
deductions could be made as mentioned in section 188CK(1).

(4) In this section—

“consortium claim” means a claim made under section 188CC for
group relief for carried-forward losses,

“group company” means a company that is a member of the
same group of companies as the link company (other than the link
company),

“relevant consortium claim” means a consortium claim in relation
to which the surrendering company, the surrender period and the
specified loss-making period are the same as is the case for the claim
mentioned in subsection (1), and

“UK related”, in relation to a company, has the meaning given by
section 188C]J.

188EJ Condition 3 or 4: surrendering company not controlled by claimant
company etc

(1) This section applies if—

(a) the claimant company makes a claim under section 188CC for group
relief for carried-forward losses,

(b) the claim is based on consortium condition 3, and

(c) during any part of the overlapping period, arrangements within
subsection (3) are in place which enable a person to prevent the
claimant company, either alone or together with one or more other
companies that are members of the consortium, from controlling the
surrendering company.

(2) This section also applies if—
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(a) the claimant company makes a claim under section 188CC for group
relief for carried-forward losses,

(b) the claim is based on consortium condition 4, and

(¢) during any part of the overlapping period, arrangements within
subsection (3) are in place which enable a person to prevent the
link company, either alone or together with one or more other
companies that are members of the consortium, from controlling the
surrendering company.

(3) Arrangements are within this subsection if—

(a) the company, either alone or together with one or more other
companies that are members of the consortium, would control the
surrendering company, but for the existence of the arrangements,
and

(b) the arrangements form part of a scheme the main purpose, or one of
the main purposes, of which is to enable the claimant company to
obtain a tax advantage under this Chapter.

(4) The relief to be given on the claim is to be determined as if the surrenderable
amount for the overlapping period were 50% of what it would be but for this
section (see section 188EC(2) to determine the surrenderable amount for the
overlapping period).

(5) In this section “the overlapping period” is to be read in accordance with
section 188EH.

(6) Section 1139 (“tax advantage”) applies for the purposes of this section.

188EK Condition 3 or 4: surrendering company in group of companies

(1) This section applies if—
(a) the claimant company makes a claim under section 188CC for group
relief for carried-forward losses, and

(b) the surrendering company is a member of a group of companies.

(2) The surrendering company's surrenderable amounts for the surrender period
that are attributable to the specified loss-making period are to be treated as
reduced (but not below nil) by the relevant amount.

(3) To determine the relevant amount—
Step 1 Calculate the group's potential relief.

Step 2 Multiply the amount arrived at under step 1 by the fraction set
out in subsection (6).

(4) The group's potential relief is the maximum amount of group relief for
carried-forward losses that could be given if every claim that could be made
based on the group condition in respect of the surrenderable amounts for the
surrender period was in fact made (and for this purpose it is to be assumed
that the maximum possible claim is made in each case).

(5) Before determining the maximum amount of potential group relief for
carried-forward losses under subsection (4), take account of any claim made
before the current claim that—
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(a) is a claim for group relief for carried-forward losses based on the
group condition, and

(b) is in relation to losses or other amounts surrendered by a member
of the same group of companies as the surrendering company (other
than the surrendering company itself).

(6) The fraction mentioned in step 2 in subsection (3) is—

A

B

where—

A is the sum of the surrendering company's surrenderable amounts for the
surrender period that are attributable to the specified loss-making period, and

B is the sum of all the surrendering company's surrenderable amounts for
the surrender period.

CHAPTER 6

MISCELLANEOUS PROVISIONS AND INTERPRETATION OF PART
Miscellaneous

188FA Payments for group relief for carried-forward losses
(1) This section applies if—
(a) the surrendering company and the claimant company have an

agreement between them in relation to losses and other amounts of
the surrendering company (“the agreed loss amounts”),

(b) group relief for carried-forward losses is given to the claimant
company in relation to the agreed loss amounts, and

(c) asaresult of the agreement the claimant company makes a payment
to the surrendering company that does not exceed the total amount
of the agreed loss amounts.

(2) The payment—
(a) isnotto be taken into account in determining the profits or losses of
either company for corporation tax purposes, and

(b) for corporation tax purposes is not to be regarded as a distribution.
Interpretation
188FB Subsidiaries, groups and consortiums

Chapter 5 of Part 5 (which explains certain key concepts for the purposes of
Part 5, including (in particular) how to determine if a company is a member
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of a group of companies or is a member of, or is owned by a consortium)
applies for the purposes of this Part as it applies for the purposes of Part 5.

188FC “Trading company” and “holding company”

(1) In this Part “trading company” means a company the business of which
consists wholly or mainly in the carrying on of a trade.

(2) In this Part “holding company” means a company the business of which
consists wholly or mainly in the holding of shares or securities that—

(a) are its 90% subsidiaries, and
(b) are trading companies.

188FD Other definitions

(1) In this Part—

“the claimant company” has the meaning given by
section 188CB(2) or 188CC(2),

“the claim period” has the meaning given by section 188CB(2)
or 188CC(2),

“company” means any body corporate,

“group relief for carried-forward losses” has the meaning given
by section 188AA(4),

“profits” means income and chargeable gains, except in so far as
the context otherwise requires,

“shock loss” has the meaning given by section 269ZK,

“Solvency 2 insurance company” means an insurance company
as defined in section 269ZP(2),

“the specified loss-making period”, in relation to a claim for
group relief for carried forward losses made under section 188CC,
has the meaning given by subsection (2) of that section,

“the surrenderable amounts” has the meaning given by
section 188BB(7),

“surrendering company” has the meaning given by 188BB(7),
and

“the surrender period” has the meaning given by
section 188BB(7).

2) In this Part, except in so far as the context otherwise requires—
p q
(a) references to a trade include an office, and
(b) reference to carrying on a trade include holding an office.”

PART 4

INSURANCE COMPANIES: CARRYING FORWARD BLAGAB TRADE LOSSES

24 Chapter 9 of Part 2 of FA 2012 (relief for BLAGAB trade losses) is amended as
follows.

25 (1) Section 124 (carry forward of BLAGAB trade losses against subsequent profits) is
amended as follows.



Finance (No. 2) Act 2017 (c. 32) 141
SCHEDULE 4 — Relief for carried-forward losses
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(2) In the heading, after “of” insert *“ pre-1 April 2017 .
(3) In subsection (1), after “accounting period” insert “ beginning before 1 April 2017 ™.

(4) In subsection (5), at the end insert ““ (but see also section 124D) .
26 After section 124 insert—

“124A Carry forward of post-1 April 2017 BLAGAB trade losses against
subsequent profits

(1) This section applies if—

(a) an insurance company carrying on basic life assurance and general
annuity business makes a BLAGAB trade loss for an accounting
period beginning on or after 1 April 2017 (“the loss-making
period”),

(b) relief under—

section 37 of CTA 2010 (as applied by section 123), or
Part 5 of CTA 2010 (group relief) (as applied by section 125),
is not given for an amount of the loss (“the unrelieved amount”), and

(c) the company continues to carry on basic life assurance and general
annuity business in the next accounting period (“the later period”).

(2) The unrelieved amount is carried forward to the later period.

(3) Relief for the unrelieved amount is given to the company in the later period
if the company has a BLAGAB trade profit for the later period.

(4) The relief is given as set out in subsection (5).

5) For the purposes of—

( purp
(a) section 93 (minimum profits charge), and
(b) section 104 (policyholders' rate of tax),

the BLAGAB trade profit of the later period is reduced by the unrelieved
amount (but see also section 124D).

(6) Relief under this section is subject to restriction or modification in
accordance with section 137(7) of CTA 2010 and other applicable provisions
of the Corporation Tax Acts.

124B Excess carried forward post-1 April 2017 losses: relief against total
profits

(1) This section applies if—

(a) an amount of an insurance company's BLAGAB trade loss for an
accounting period is carried forward to an accounting period of the
company (“the later period”) under section 124A(2) or 124C(3), and

(b) any of that amount (“the unrelieved amount”) is not deducted under

section 124A(5) or 124C(6) (as the case may be) from the company's
BLAGAB trade profit (if any) of the later period.

(2) The company may make a claim for relief to be given for the unrelieved
amount under this section.
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(3) If the company makes a claim, the relief is given by deducting the unrelieved
amount, or any part of it specified in the claim, from the company's total
profits of the later period.

(4) But (if the company is a Solvency 2 insurance company)—

(a) the company may not make a claim under this section if the
unrelieved amount is wholly a shock loss, and

(b) the company may not make a claim specifying a part of the
unrelieved amount if that part is (to any extent) a shock loss.

(5) For the purposes of subsection (4) assume that in any use by the company
of the BLAGAB trade loss for relief under—

(a) section 37 of CTA 2010 (as applied by section 123),
(b) Part 5 of CTA 2010 (as applied by section 125), or
(c) section 124A(5) or 124C(6),

any part of it that is a shock loss is used before any part of it that is not a
shock loss.

(6) A claim under this section must be made—
(a) within the period of two years after the end of the later period, or

(b) within such further period as an officer of Revenue and Customs
may allow.

(7) Relief under this section is subject to restriction or modification in
accordance with section 137(7) of CTA 2010 and other applicable provisions
of the Corporation Tax Acts.

(8) In this section—

“Solvency 2 insurance company”’ means an insurance
undertaking, a reinsurance undertaking or a third-country insurance
undertaking;

“insurance undertaking” has the meaning given in Article 13(1)
of the Solvency 2 Directive;

“reinsurance undertaking” has the meaning given in Article 13(4)
of the Solvency 2 Directive;

“Solvency 2 Directive” means Directive 2009/138/EC of the
European Parliament and the Council of 25 November 2009 on the
taking-up and pursuit of the business of Insurance and Reinsurance
(Solvency II);

“shock loss” has the meaning given by section 269ZK of CTA
2010;

“third-country insurance undertaking” means an undertaking that
has received authorisation under Article 162 of the Solvency 2
Directive from the Prudential Regulation Authority or the Financial
Conduct Authority.

124C Further carry forward against subsequent profits of post-1 April 2017
loss not fully used

(1) This section applies if—


http://www.legislation.gov.uk/european/directive/2009/0138
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(a) an amount of an insurance company's BLAGAB trade loss for
an accounting period is carried forward to an accounting period
(“the later period”) of the company under section 124A(2) or
subsection (3) of this section,

(b) any of that amount is unrelieved in the later period, and

(¢) the company continues to carry on basic life assurance and general
annuity business in the accounting period (“the further period”) after
the later period.

(2) An amount carried forward as mentioned in subsection (1)(a) is “unrelieved
in the later period” so far as it is not—

(a) deducted under section 124A(5) or subsection (6) of this section
from the company's BLAGAB trade profit (if any) of the later
period,

(b) deducted from the company's total profits of the later period on a
claim under 124B, or

(c) surrendered by way of group relief for carried-forward losses under
Part 5A of CTA 2010.

(3) So much of the amount mentioned in subsection (1)(a) as is unrelieved in
the later period is carried forward to the further period.

(4) Relief for the amount carried forward under subsection (3) (“the remaining
carried forward amount”) is given to the company in the further period if the
company has a BLAGAB trade profit for that period.

(5) The relief is given as set out in subsection (6).

or the purposes of—

(6) For the purp t
(a) section 93 (minimum profits charge), and
(b) section 104 (policyholders' rate of tax),

the BLAGAB trade profit of the further period is reduced by the remaining
carried forward amount (but see also section 124D).

(7) Relief under this section is subject to restriction or modification in
accordance with section 137(7) of CTA 2010 and other applicable provisions
of the Corporation Tax Acts.

124D Restriction on deductions from BLAGAB trade profits

(1) The sum of any deductions made by a company for an accounting period
under sections 124(5), 124A(5) and 124C(6) may not exceed the relevant
maximum.

But this is subject to subsection (6).

(2) In this section the “relevant maximum” means the sum of—
(a) 50% of the company's relevant BLAGAB trade profits for the
accounting period, and

(b) the company's BLAGAB trade profits deductions allowance for the
accounting period.

(3) A company's “relevant BLAGAB trade profits” for an accounting period
are—
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(a) the company's BLAGAB trade profit for the accounting period, less

(b) the company's BLAGAB trade profits deductions allowance for the
accounting period.

But if the allowance mentioned in paragraph (b) exceeds the profit
mentioned in paragraph (a), the company's “relevant BLAGAB trade profits”
for the accounting period are nil.

(4) A company's “BLAGAB trade profits deductions allowance” for an
accounting period—

(a) is so much of the company's deductions allowance for the period as
is specified in the company's tax return as its BLAGAB trade profits
deductions allowance for the period, and

(b) accordingly, is nil if no amount of the company's deductions
allowance for the period is so specified.

(5) An amount specified under subsection (4)(a) as a company's BLAGAB trade
profits deductions allowance for an accounting period may not exceed the
difference between—

(a) the amount of the company's deductions allowance for the period,
and

(b) the total of any amounts specified for the period under sections
269ZB(7)(a) of CTA 2010 (trading profits deduction allowance)
and 269ZC(5)(a) of CTA 2010 (non-trading profits deduction
allowance).

(6) Subsection (1) does not apply to a company for an accounting period if the
company's BLAGAB trade profit for the accounting period is not greater
than nil.

(7) Section 269ZB(9) of CTA 2010 gives the meaning of “deductions
allowance” in relation to a company and an accounting period.

124E Section 124D: shock losses excluded from the restriction

(1) Subsection (2) applies where the company making a deduction under
section 124A(5) or 124C(6) is a Solvency 2 insurance company.

(2) The deduction is to be ignored for the purposes of section 124D(1) and
section 269ZD(2)(b)(iii) of CTA 2010 so far as it is a deduction of a shock
loss.

(3) Where, by virtue of subsection (2), any deductions made by a Solvency
2 insurance company for an accounting period would be ignored for the
purposes of section 124D(1), the references in section 124D(3)(a) and (6) to
the company's BLAGAB trade profit have effect as references to that profit
as reduced by those deductions.

(4) In this section “Solvency 2 insurance company” and “shock loss” have the
same meaning as in section 124B.”



Finance (No. 2) Act 2017 (c. 32) 145
SCHEDULE 4 — Relief for carried-forward losses
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

27

28

29

30

PART 5

CARRYING FORWARD TRADE LOSSES IN CERTAIN CREATIVE INDUSTRIES

Losses of film trade

Chapter 4 of Part 15 of CTA 2009 (losses of separate film trade) is amended as
follows.

(1) Section 1209 (restriction on use of losses while film in production) is amended as
follows.

(2) In subsection (2)—
(a) after “45” insert ““ or 45B 7, and
(b) for “set against” substitute “ deducted from .

(3) After subsection (2) insert—

“(3) If the loss is carried forward under section 45 or 45B of CTA 2010 and
deducted from profits of the separate film trade in a subsequent period, the
deduction is to be ignored for the purposes of section 269ZB of CTA 2010
(restriction on deductions from trading profits).”

(1) Section 1210 (use of losses in later periods) is amended as follows.
(2) In subsection (2) after “45” insert ““ or 45B .
(3) In subsection (3) for “loss relief” substitute ““ section 37 and Part 5 of CTA 2010 .

(4) In subsection (4) for “Subsection (5) applies” substitute “ Subsections (5) and (5A)
apply .

(5) In subsection (5) after paragraph (a) insert—
“(ab) carried forward under section 45A of that Act to be deducted from
the total profits of a later period,”

(6) After subsection (5) insert—

“(5A) A deduction under section 45 or 45B of CTA 2010 which is made in respect
of so much of the loss as is attributable to film tax relief is to be ignored for
the purposes of section 269ZB of that Act (restriction on deductions from
trading profits).”

(1) Section 1211 (terminal losses) is amended as follows.

(2) In subsection (1)(c)—
(a) after “45” insert ““, 45A or 45B ”, and
(b) omit “trade X in”.

(3) In subsection (3) for the words after “treated” to the end substitute “—

(a) in a case where the loss could have been carried forward under
section 45 of CTA 2010 had trade X not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade Y of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the loss could have been carried forward under
section 45A or 45B of CTA 2010 had trade X not ceased, as if it
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were a loss made in trade Y which has been carried forward under
section 45B of that Act to the first accounting period beginning after
the cessation.”

(4) In subsection (6) for the words after “treated” to the end substitute “—

(a) in a case where the amount could have been carried forward under
section 45 of CTA 2010 had trade X not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade Z of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the amount could have been carried forward under
section 45A or 45B of CTA 2010 had trade X not ceased, as if it
were a loss made in trade Z which has been carried forward under
section 45B of that Act to the first accounting period beginning after
the cessation.”

(5) After subsection (7) insert—

“(7A) A deduction under section 45 or 45B of CTA 2010 which is made in reliance
on this section is to be ignored for the purposes of section 269ZB of that Act
(restriction on deductions from trading profits).”

Losses of television programme trade

31 Chapter 4 of Part 15A of CTA 2009 (losses of separate television programme trade)
is amended as follows.

32 (1) Section 1216DA (restriction on use of losses while programme in production) is
amended as follows.

(2) In subsection (2)—
(a) after “45” insert ““ or 45B 7, and
(b) for “set against” substitute “ deducted from .

(3) After subsection (2) insert—

“(3) If the loss is carried forward under section 45 or 45B of CTA 2010 and
deducted from profits of the separate programme trade in a subsequent
period, the deduction is to be ignored for the purposes of section 269ZB of
CTA 2010 (restriction on deductions from trading profits).”

33 (1) Section 1216DB (use of losses in later periods) is amended as follows.
(2) In subsection (2) after “45” insert ““ or 45B .
(3) In subsection (3) for “loss relief” substitute ““ section 37 and Part 5 of CTA 2010 .

(4) In subsection (4) for “Subsection (5) applies” substitute “ Subsections (5) and (5A)
apply ”.
(5) In subsection (5) after paragraph (a) insert—
“(ab) carried forward under section 45A of that Act to be deducted from
the total profits of a later period,”

(6) After subsection (5) insert—
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“(5A) A deduction under section 45 or 45B of CTA 2010 which is made in respect
of so much of the loss as is attributable to television tax relief is to be ignored
for the purposes of section 269ZB of that Act (restriction on deductions from
trading profits).”

34 (1) Section 1216DC (terminal losses) is amended as follows.

(2) In subsection (1)(c)—
(a) after “45” insert ““, 45A or 45B ”, and
(b) omit “trade X in”.

(3) In subsection (3) for the words after “treated” to the end substitute “—

(a) in a case where the loss could have been carried forward under
section 45 of CTA 2010 had trade X not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade Y of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the loss could have been carried forward under
section 45A or 45B of CTA 2010 had trade X not ceased, as if it
were a loss made in trade Y which has been carried forward under
section 45B of that Act to the first accounting period beginning after
the cessation.”

(4) In subsection (6) for the words after “treated” to the end substitute “—

(a) in a case where the amount could have been carried forward under
section 45 of CTA 2010 had trade X not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade Z of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the amount could have been carried forward under
section 45A or 45B of CTA 2010 had trade X not ceased, as if it
were a loss made in trade Z which has been carried forward under
section 45B of that Act to the first accounting period beginning after
the cessation.”

(5) After subsection (7) insert—

“(7A) A deduction under section 45 or 45B of CTA 2010 which is made in reliance
on this section is to be ignored for the purposes of section 269ZB of that Act
(restriction on deductions from trading profits).”

Losses of video game trade

35 Chapter 4 of Part 15B of CTA 2009 (losses of separate video game trade) is amended
as follows.

36 (1) Section 1217DA (restriction on use of losses while video game in development) is
amended as follows.

(2) In subsection (2)—
(a) after “45” insert ““ or 45B 7, and
(b) for “set against” substitute “ deducted from .

(3) After subsection (2) insert—
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37

38

“(3) If the loss is carried forward under section 45 or 45B of CTA 2010 and
deducted from profits of the separate video game trade in a subsequent
period, the deduction is to be ignored for the purposes of section 269ZB of
CTA 2010 (restriction on deductions from trading profits).”

(1) Section 1217DB (use of losses in later periods) is amended as follows.
(2) In subsection (2) after “45” insert ““ or 45B .
(3) In subsection (3) for “loss relief” substitute “ section 37 and Part 5 of CTA 2010 .

(4) In subsection (4) for “Subsection (5) applies” substitute “ Subsections (5) and (5A)
apply ”.

(5) In subsection (5) after paragraph (a) insert—
“(ab) carried forward under section 45A of that Act to be deducted from
the total profits of a later period,”

(6) After subsection (5) insert—

“(5A) A deduction under section 45 or 45B of CTA 2010 which is made in respect
of so much of the loss as is attributable to video games tax relief is to
be ignored for the purposes of section 269ZB of that Act (restriction on
deductions from trading profits).”

(1) Section 1217DC (terminal losses) is amended as follows.

(2) In subsection (1)(c)—
(a) after “45” insert “, 45A or 45B 7, and
(b) omit “trade X in”.

(3) In subsection (3) for the words after “treated” to the end substitute “—

(a) in a case where the loss could have been carried forward under
section 45 of CTA 2010 had trade X not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade Y of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the loss could have been carried forward under
section 45A or 45B of CTA 2010 had trade X not ceased, as if it
were a loss made in trade Y which has been carried forward under
section 45B of that Act to the first accounting period beginning after
the cessation.”

(4) In subsection (6) for the words after “treated” to the end substitute “—

(a) in a case where the amount could have been carried forward under
section 45 of CTA 2010 had trade X not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade Z of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the amount could have been carried forward under
section 45A or 45B of CTA 2010 had trade X not ceased, as if it
were a loss made in trade Z which has been carried forward under
section 45B of that Act to the first accounting period beginning after
the cessation.”
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39
40

41

42

(5) After subsection (7) insert—

“(7A) A deduction under section 45 or 45B of CTA 2010 which is made in reliance
on this section is to be ignored for the purposes of section 269ZB of that Act
(restriction on deductions from trading profits).”

Losses of theatrical trade
Part 15C of CTA 2009 (theatrical productions) is amended as follows.

(1) Section 1217MA (restriction on use of losses before completion period) is amended
as follows.

(2) In subsection (1) for “Subsection (2)” substitute “ This section ™.

(3) In subsection (2)—
(a) after “45” insert ““ or 45B 7, and
(b) for “set against” substitute “ deducted from .

(4) After subsection (2) insert—

“(3) If the loss is carried forward under section 45 or 45B of CTA 2010 and
deducted from profits of the separate theatrical trade in a subsequent period,
the deduction is to be ignored for the purposes of section 269ZB of CTA
2010 (restriction on deductions from trading profits).”

(1) Section 1217MB (use of losses in the completion period) is amended as follows.
(2) In subsection (1) after “45” insert ““ or 45B .
(3) In subsection (2) for “loss relief” substitute ““ section 37 and Part 5 of CTA 2010 .

(1) Section 1217MC (terminal losses) is amended as follows.
(2) In subsection (1)(b) after “45” insert ““ or 45B .

(3) In subsection (3) for the words after “treated” to the end substitute “—

(a) in a case where the loss could have been carried forward under
section 45 of CTA 2010 had trade 1 not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade 2 of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the loss could have been carried forward under
section 45B of CTA 2010 had trade 1 not ceased, as if it were a loss
made in trade 2 which has been carried forward under that section
to the first accounting period beginning after the cessation.”

(4) In subsection (6) for the words after “treated” to the end substitute “—

(a) in a case where the amount could have been carried forward under
section 45 of CTA 2010 had trade 1 not ceased, as if it were a loss
carried forward by company B under that section to be set against the
profits of company B's trade of the first accounting period beginning
after the cessation and so on, and

(b) in a case where the amount could have been carried forward under
section 45B of CTA 2010 had trade 1 not ceased, as if it were a
loss made in company B's trade which has been carried forward
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43

44

45

46

under that section to the first accounting period beginning after the
cessation.”

(5) After subsection (8) insert—

“(9) A deduction under section 45 or 45B of CTA 2010 which is made in reliance
on this section is to be ignored for the purposes of section 269ZB of that Act
(restriction on deductions from trading profits).”

Losses of orchestral trade

Chapter 4 of Part 15D of CTA 2009 (losses of separate orchestral trade) is amended
as follows.

(1) Section 1217SA (restriction on use of losses before completion period) is amended
as follows.

(2) In subsection (1) for “Subsection (2)” substitute *“ This section .

(3) In subsection (2)—
(a) after “45” insert ““ or 45B 7, and
(b) for “set against” substitute “ deducted from .

(4) After subsection (2) insert—

“(3) If the loss is carried forward under section 45 or 45B of CTA 2010 and
deducted from profits of the separate orchestral trade in a subsequent period,
the deduction is to be ignored for the purposes of section 269ZB of CTA
2010 (restriction on deductions from trading profits).”

(1) Section 1217SB (use of losses in the completion period) is amended as follows.
(2) In subsection (1) after “45” insert ““ or 45B .
(3) In subsection (2) for “loss relief” substitute ““ section 37 and Part 5 of CTA 2010 .

(1) Section 1217SC (terminal losses) is amended as follows.
(2) In subsection (1)(b) after “45” insert ““ or 45B .

(3) In subsection (3) for the words after “treated” to the end substitute “—

(a) in a case where the loss could have been carried forward under
section 45 of CTA 2010 had trade 1 not ceased, as if it were a loss
carried forward under that section to be set against the profits of
trade 2 of the first accounting period beginning after the cessation
and so on, and

(b) in a case where the loss could have been carried forward under
section 45B of CTA 2010 had trade 1 not ceased, as if it were a loss
made in trade 2 which has been carried forward under that section
to the first accounting period beginning after the cessation.”

(4) In subsection (6) for the words after “treated” to the end substitute “—

(a) in a case where the amount could have been carried forward under
section 45 of CTA 2010 had trade 1 not ceased, as if it were a loss
carried forward by company B under that section to be set against the
profits of company B's trade of the first accounting period beginning
after the cessation and so on, and
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(b) in a case where the amount could have been carried forward under
section 45B of CTA 2010 had trade 1 not ceased, as if it were a
loss made in company B's trade which has been carried forward
under that section to the first accounting period beginning after the
cessation.”

(5) After subsection (8) insert—

“(9) A deduction under section 45 or 45B of CTA 2010 which is made in reliance
on this section is to be ignored for the purposes of section 269ZB of that Act
(restriction on deductions from trading profits).”

PART 6

OIL ACTIVITIES
47 Part 8 of CTA 2010 (oil activities) is amended as follows.
48 After section 303 insert—

“303A Introduction to sections 303B to 303D: post-1 April 2017 non-
decommissioning losses of ring fence trades

(1) This section has effect for the purposes of sections 303B to 303D.

(2) A loss made by a company in a ring fence trade is a “non-decommissioning
loss” so far as it is not attributable to expenditure which is relevant
expenditure in relation to a decommissioning relief agreement.

(3) Where a company makes a loss for an accounting period in a ring fence trade,
the amount (if any) of that loss that is “attributable to” expenditure which
is relevant expenditure in relation to a decommissioning relief agreement is
equal to—

(a) the total amount of such expenditure brought into account in
calculating that loss, or

(b) iflower, the amount of the loss.

(4) Expenditure is “relevant expenditure” in relation to a decommissioning relief
agreement if it is decommissioning expenditure (as defined in section 81 of
FA 2013) to which the provision of the agreement described in section 80(2)
(b) of that Act relates.

In this subsection the reference to section 81 of FA 2013 is to that section as
it has effect when the agreement in question is made.

(5) In this section “decommissioning relief agreement” has the meaning given
by section 80 of FA 2013.

303B Carry forward of losses against subsequent profits

(1) This section applies if—
(a) inanaccounting period beginning on or after 1 April 2017 (“the loss-
making period”) a company makes a non-decommissioning loss in
aring fence trade,
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(b) relief under—
section 37 or 42, or
Part 5 (group relief),
is not given for an amount of the loss (“the unrelieved amount”), and

(c) the company continues to carry on the ring fence trade in the next
accounting period (“the later period”).

(2) The unrelieved amount is carried forward to the later period.

(3) Relief for the unrelieved amount is given to the company in the later period
if the company makes a profit in the trade for the later period.

(4) The relief is given by reducing the profits of the trade in the later period by
the unrelieved amount.

(5) Relief under this section is subject to restriction or modification in
accordance with the provisions of the Corporation Tax Acts.

303C Excess carried forward losses: relief against total profits

(1) This section applies if—

(a) anamount of a non-decommissioning loss made in a ring fence trade
is carried forward to an accounting period of a company (“the later
period”) under section 303B(2) or 303D(3), and

(b) any of that amount (“the unrelieved amount”) is not deducted under
section 303B(4) or 303D(5) (as the case may be) from the company's
profits of the trade (if any) of the later period.

(2) The company may make a claim for relief to be given for the unrelieved
amount under this section (but see subsection (4)).

(3) If the company makes a claim, the reliefis given by deducting the unrelieved
amount, or any part of it specified in the claim, from the company's total
profits of the later period.

(4) The company may not make a claim if—

(a) the ring fence trade became small or negligible in the loss-making
period or any intervening period,

(b) relief under section 37 was unavailable for the non-
decommissioning loss by reason of section 37(5) or 44, or

(c) reliefunder section 37 would be unavailable by reason of section 44
for a loss (assuming there was one) made in the ring fence trade in
the later period or any intervening period.

(5) In subsection (4)—

“intervening period” means an accounting period of the company
which begins after the loss-making period and before the later
period, and

“the loss-making period” means the accounting period of the
company in which the non-decommissioning loss was made.

(6) A claim under this section must be made—
(a) within the period of two years after the end of the later period, or
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(b) within such further period as an officer of Revenue and Customs
may allow.

(7) Relief under this section is subject to restriction or modification in
accordance with the provisions of the Corporation Tax Acts.

303D Further carry forward against subsequent profits of loss not fully used

(1) This section applies if—
(a) an amount of a loss made in a ring fence trade is carried forward
to an accounting period (“the later period”) of a company under
section 303B(2) or subsection (3) of this section,

(b) any of that amount is unrelieved in the later period, and

(c) the company continues to carry on the ring fence trade in the
accounting period (“the further period”) after the later period.

(2) An amount carried forward as mentioned in subsection (1)(a) is “unrelieved
in the later period” so far as it is not—

(a) deducted under section 303B(4) or subsection (5) of this section
from the company's profit (if any) of the later period,

(b) deducted from the company's total profits of the later period on a
claim under section 303C, or

(¢) surrendered by way of group relief for carried-forward losses under
Part 5A of CTA 2010.

(3) So much of the amount mentioned in subsection (1)(a) as is unrelieved in
the later period is carried forward to the further period.

(4) Relief for the amount carried forward under subsection (3) (“the remaining
carried forward amount”) is given to the company in the further period if the
company has a profit in the trade for that period.

(5) The relief is given by reducing the profits of the trade of the further period
by the remaining carried forward amount.

(6) Relief under this section is subject to restriction or modification in
accordance with the provisions of the Corporation Tax Acts.”

49 (1) Section 304 (losses) is amended as follows.
(2) After subsection (1) insert—

“(1A) Relief in respect of a loss incurred by a company may not be given
against that company's ring fence profits under any provision listed in
subsection (1B).

(1B) The provisions are—

(a) section 753 of CTA 2009 (non-trading losses on intangible fixed
assets);

(b) section 45A (carry forward of trade loss against total profits);
(c) section 62(3) (relief for losses made in UK property business).”

(3) In subsection (5), after “45” insert “ 45B, 303B(4) or 303D(5) ™.
(4) After subsection (6) insert—
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“(7) A deduction in respect of a loss made in a ring fence trade is to be ignored
for the purposes of section 269ZB (restriction on deductions from trading
profits) if the deduction is under—

(a) section 45 (carry forward of pre-1 April 2017 trade loss against
subsequent profits), or

(b) section 45B (carry forward of post-1 April 2017 trade loss against
total profits).”

50 (1) Section 305 (group relief) is amended as follows.
(2) In the heading, at the end insert *“ and group relief for carried-forward losses .
(3) After subsection (1) insert—

“(1A) On a claim under Chapter 3 of Part 5A, group relief for carried-forward
losses may not be allowed against the claimant company's ring fence profits.”

(4) For subsection (4) substitute—

“(4) In this section—

“claimant company” is to be read in accordance with Part 5 (see
section 188) or Part 5A (see sections 188CB(2) and 188CC(2)), as
the case requires;

“surrendering company” is to be read in accordance with Part 5
(see section 188).”

51 In section 307 (overview of Chapter 5 of Part 8: ring fence expenditure supplement)
in subsection (6) for paragraph (c) substitute—
“(c) relief given under sections 45, 45B, 303B, 303C and 303D for ring
fence losses carried forward from earlier periods,”.

52 (1) Section 321 (supplement in respect of a post-commencement period) is amended as
follows.

(2) In subsection (2) (treatment of supplement as loss etc)—
(a) in the words before paragraph (a) after “period” insert ““ beginning before 1
April 2017 ”, and
(b) in paragraph (b) after “forward of” insert ““ pre-1 April 2017 ™.

(3) After subsection (2) insert—

“(2A) Any post-commencement supplement allowed on a claim in respect of a
post-commencement period beginning on or after 1 April 2017 is to be
treated for the purposes of the Corporation Tax Acts (other than the post-
commencement supplement provisions or Part 4 of Schedule 19B to ICTA)
as if it were a loss—

(a) which is incurred in carrying on the ring fence trade in that period,
and

(b) which falls in whole to be used under section 45B (carry forward
of post-1 April 2017 trade loss against subsequent trade profits)
to reduce trading income from the ring fence trade in succeeding
accounting periods.”

53 (1) Section 323 (meaning of “ring fence losses”) is amended as follows.

(2) In subsection (1)—
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(a) for paragraph (b) substitute—
“(b) some or all of the loss falls to be carried forward to the
following accounting period under section 45, 45B or 303B
(carry forward of trade losses against subsequent profits)”,
and

(b) in the words after paragraph (b) for “used” substitute “ carried forward .

(3) In subsection (2) for “used” substitute “ carried forward ”.

54 For section 327 substitute—

“327 Reductions in respect of relief for carried-forward ring fence losses

(1) Reductions are to be made in accordance with this section in a
post-commencement period if the relevant amount for the period (see
subsection (4)) is not nil.

(2) If the company has a non-qualifying pool, the amount in the non-qualifying
pool is to be reduced (but not below nil) by setting against it a sum equal to
the relevant amount for the post-commencement period.

(3) If—
(a) any of that sum remains after being so set against the amount in the
non-qualifying pool, or
(b) the company does not have a non-qualifying pool,
the amount in the ring fence pool is to be reduced (but not below nil) by

setting against it so much of that sum as so remains or (as the case may be)
a sum equal to the relevant amount for the post-commencement period.

(4) For the purposes of this section, the relevant amount for a post-
commencement period is the sum of—

(a) the amount of any relief given in respect of ring fence losses in the
post-commencement period under sections 45, 45B, 303B, 303C
and 303D, and

(b) the amount of any relief prevented from being given in respect of
ring fence losses in the post-commencement period by claims made
under sections 45(4A) and 45B(5).”

55 In section 328A (adjustment of pool to remove pre-2013 losses after the initial 6
periods) in subsection (11)—

(a) in paragraph (a) for the words from the beginning to “a loss” substitute “
no account is to be taken of a loss in determining under section 327(4) the
relevant amount for a post-commencement period ”, and

(b) in paragraph (b) for the words from “ring fence losses” to the end substitute
“any such profits are reduced by the use under section 45, 45B, 303B, 303C
and 303D of ring fence losses that are not represented by the reduction ™.

PART 7

OIL CONTRACTORS
56 Part 8ZA of CTA 2010 (oil contractors) is amended as follows.
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57 (1) Section 356NE (losses) is amended as follows.
(2) The existing text becomes subsection (1) of that section.

(3) In subsection (1)—
(a) after “the contractor” insert ““ (or an amount of such a loss) ”’;

(b) after “profits)” insert “ or section 45A (carry forward of post-1 April 2017
trade loss against total profits) ’;

(c) after “the loss” insert *“ (or amount) ”.
(4) After subsection (1) insert—

“(2) Relief in respect of a loss incurred by the contractor may not be given
against the contractor's ring fence profits under any provision listed in
subsection (3).

(3) The provisions are—

(a) section 753 of CTA 2009 (non-trading losses on intangible fixed
assets);

(b) section 62(3) (relief for losses made in UK property business);

(¢) section 303C(3) (excess carried forward non-decommissioning
losses of ring fence trade: relief against total profits).”

58 (1) Section 356NF (group relief) is amended as follows.
(2) In the heading, at the end insert *“ and group relief for carried-forward losses .
(3) After subsection (3) insert—

“(3A) On a claim under Chapter 3 of Part 5A, group relief for carried-forward
losses may not be allowed against the claimant company's contractor's ring
fence profits, except so far as the claim relates to losses incurred by the
surrendering company that arose from oil contractor activities.”

(4) For subsection (4) substitute—

“(4) In this section—

“claimant company” is to be read in accordance with Part 5 (see
section 188) or Part 5A (see sections 188CB(2) and 188CC(2)), as
the case requires;

“surrendering company” is to be read in accordance with Part 5
(see section 188) or Part SA (see section 188BB(7)), as the case
requires.”

59 After section 356NG insert—
“Restriction on obtaining certain deductions

356NH Restriction on deductions from contractor's ring fence profits

(1) For the purpose of determining the contractor's taxable total profits for an
accounting period, the sum of any relevant deductions from total profits
made by the contractor for the accounting period may not exceed the relevant
Part 8ZA maximum.

(2) In this section “relevant deduction from total profits” means—
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(a) any deduction of a loss (or an amount of a loss) under section 45(4)
(b) (carry forward of pre-1 April 2017 loss against subsequent
profits), so far as the loss arises from oil contractor activities,

(b) any deduction of a loss (or an amount of a loss) under section 45A
(carry forward of post-1 April 2017 trade loss against total profits),
so far as the amount is set against the contractor's ring fence profits,
and

(c) any deduction of a loss or other amount under Part SA (group relief
for carried-forward losses), so far as the amount in question is set
against the contractor's ring fence profits.

(3) In this section “the relevant Part 8ZA maximum” means the sum of—

(a) 50% of the contractor's ring fence profits for the accounting period,
and

(b) the amount of the contractor's ring fence profits deductions
allowance for the period.

356NI Deductions allowances where company has contractor's ring fence
profits

(1) This section applies if a company (“C”) has contractor's ring fence profits
for an accounting period.

(2) Subsections (3) to (6) set out how to determine, for the accounting period—

(a) C's deductions allowance for the purposes of Part 7ZA (restrictions
on obtaining certain deductions), and

(b) C's contractor's ring fence profits deductions allowance.

(3) Determine in accordance with Part 7ZA what C's deductions allowance for
the period would be in the absence of this section (and call this “amount A”).

(4) Determine C's contractor's ring fence profits deductions allowance for the
period in accordance with subsection (5).

(5) C's “contractor's ring fence profits deductions allowance” for an accounting
period—

(a) is so much of amount A as is specified in C's company tax return
as its contractor's ring fence profits deductions allowance for the
period, and

(b) accordingly, is nil if no amount is so specified.

(6) Subsection (7) applies if a relevant reversal credit is brought into account in
calculating C's contractor's ring fence profits for the accounting period.

In this subsection the reference to bringing into account a relevant reversal
credit is to be interpreted in accordance with section 269ZY.

(7) C's contractor's ring fence profits deductions allowance for the accounting
period (as determined in accordance with subsection (5)) is to be treated for
all purposes as increased by—

(a) the amount of the relevant reversal credit, or
(b) if lower, the amount of the contractor's ring fence profits for the
accounting period.
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(8) C's deductions allowance for the period for the purposes of Part 7ZA is to be
taken to be an amount equal to amount A less the amount of C's ring fence
profits deductions allowance for the period.

356NJ Modification of provisions restricting the use of losses

(1) The following deductions are to be treated as not being relevant deductions
for the purposes of section 269ZD (restrictions on deductions from total
profits)—

(a) the deduction of a loss (or an amount of a loss) under section 45A
(carry forward of post- 1 April 2017 trade loss against total profits),
so far as the amount is set against the company's contractor's ring
fence profits for the accounting period;

(b) the deduction under Part 5A (group relief for carried-forward losses)
of a loss or other amount, so far as the amount is set against the
company's contractor's ring fence profits for the accounting period.

(2) A deduction under section 45(4)(b) (carry forward of pre-1 April 2017 trade
loss against subsequent profits) of a loss arising from oil contractor activities
is to be ignored for the purposes of section 269ZB of CTA 2010 (restriction
on deductions from trading profits).”

PART 8

TRANSFERRED TRADES

61 Chapter 1 of Part 22 of CTA 2010 (transfers of trade without a change of ownership)
is amended as follows.

62 In section 940A (overview of Chapter) in subsection (4) for “944” substitute “ 943 A

63 Before section 944 (but after the italic heading preceding that section) insert—

Disapplication of section 39

“943A If this Chapter applies to a transfer of a trade, section 39 (terminal losses:
extension of periods for which relief may be given) does not apply in relation
to a claim under section 37 by the predecessor for relief for a loss made in
the transferred trade.”

64 (1) Section 944 (modified application of Chapter 2 of Part 4) is amended as follows.
(2) In the heading for “Chapter 2 of Part 4” substitute “ section 45 ”.
(3) Omit subsections (1) and (2).

(4) In subsection (3)—
(a) for “Relief” substitute “ If this Chapter applies to a transfer of a trade, relief
” and

(b) after “carry forward of” insert ““ pre-1 April 2017 .
5) In subsection (4) after paragraph (a) insert—
g
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“(ab) any claim made by the predecessor under section 45F in reliance on
subsection (2) of section 944C,”.
65 After section 944 insert—

“944A Modified application of section 45A
(1) Subsection (2) applies if—

(a)
(b)
(©)

(d)
(e)

(H
(2

this Chapter applies to a transfer of a trade,

the transferred trade is not a ring fence trade,

the predecessor made a loss in the transferred trade in the accounting
period in which it ceased to carry it on,

that accounting period began on or after 1 April 2017,

relief for an amount of that loss is not given under section 37 or Part
5,

relief under section 37 was not unavailable for that loss by reason
of a provision mentioned in section 45A(3)(b)(i) or (ii), and

relief under section 37 would not be unavailable by reason of
section 44 for a loss (assuming there was one) made by the successor
in the transferred trade in the accounting period in which the
successor begins to carry on the transferred trade (“the successor's
start-up accounting period”).

(2) Subsections (4) to (8) of section 45A (carry-forward of post-1 April 2017
trade loss against total profits) apply as if—

(a)
(b)
(©)

references to the unrelieved amount were to the amount referred to
in subsection (1)(e),

references to the later period were to the successor's start-up
accounting period, and

references to the company were to the successor.

(3) Subsection (4) applies if—

(a)
(b)

(©)

(d)

this Chapter applies to a transfer of a trade,

an amount of a loss made in the transferred trade was carried forward
under section 45A(4) to the accounting period of the predecessor in
which the predecessor ceased to carry on the trade,

any of that amount was not deducted from the predecessor's total
profits on a claim under section 45A(5) or surrendered by the
predecessor by way of group relief for carried-forward losses under
Part 5A, and

relief under section 37 would not be unavailable by reason of
section 44 for a loss (assuming there was one) made by the successor
in the transferred trade in the accounting period in which the
successor begins to carry on the transferred trade (“the successor's
start-up accounting period”).

(4) Subsections (4) to (8) of section 45A apply as if—

(a)

references to the unrelieved amount were to so much of the amount
referred to in subsection (3)(b) as was not deducted or surrendered
as mentioned in subsection (3)(c),
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(b) references to the later period were to the successor's start-up
accounting period, and

(c) references to the company were to the successor.

(5) In this section “ring fence trade” has the same meaning as in Part 8 (see
section 277).

944B Modified application of section 45B

(1) Subsection (2) applies if—
(a) this Chapter applies to a transfer of a trade,

(b) the predecessor made a loss in the transferred trade in the accounting
period in which it ceased to carry it on,
(c) that accounting period began on or after 1 April 2017,
(d) relief under section 37 or 42 or Part 5 is not given for an amount
of the loss, and
(e) itis the case that—
(1) relief under section 37 was unavailable for the loss by
reason of any provision mentioned in section 45A(3)(b)(i)
or (ii),

(ii) relief under section 37 would be unavailable by reason of
section 44 for a loss (assuming there was one) made by the
successor in the transferred trade in the accounting period in
which the successor begins to carry on the transferred trade
(“the successor's start-up accounting period”), or

(iii) the transferred trade is a ring fence trade.

(2) Subsections (2) to (8) of section 45B (carry forward of post-1 April 2017
trade loss against trade profits) apply as if—

(a) references to the unrelieved amount were to the amount mentioned
in subsection (1)(d),

(b) references to the later period were to the successor's start-up
accounting period,

(¢c) references to the company were to the successor, and
(d) references to the trade were to the transferred trade.

(3) Subsection (4) applies if—

(a) this Chapter applies to a transfer of a trade,

(b) an amount of a loss made in the transferred trade was carried
forward under section 45B(2) to the accounting period in which the
predecessor ceased to carry on the trade, and

(c) any of that amount is not used under section 45B(4) to reduce
profits of the transferred trade of the accounting period in which the
predecessor ceases to carry on the trade.

(4) Subsections (2) to (8) of section 45B apply as if—
(a) references to the unrelieved amount were to so much of the amount
referred to in subsection (3)(b) as is not used as mentioned in
subsection (3)(c),
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(b) references to the later period were to the accounting period of the
successor in which the successor begins to carry on the transferred
trade,

(c) references to the company were to the successor, and
(d) references to the trade were to the transferred trade.

944C Modified application of section 45F

(1) If this Chapter applies to a transfer of a trade, the predecessor may not make
a claim under section 45F for relief to be given for an amount of a loss made
in the transferred trade.

(2) But subsection (1) does not apply if—
(a) the trade is transferred before 13 July 2017, and

(b) the amount of the loss is carried forward to the accounting period in
which the predecessor ceases to carry on the trade under section 45
(carry forward of pre-1 April 2017 trade losses).

(3) Subsection (4) applies if—
(a) this Chapter applies to a transfer of a trade,

(b) an amount of a loss made by the predecessor in the transferred trade
is carried forward under section 45, 45A or 45B to the accounting
period of the successor in which the successor ceases to carry on the
transferred trade, and

(c) relief in that accounting period is not given to the successor under
section 45, 45A or (as the case may be) 45B for that amount or for
any part of it.

(4) Section 45F has effect as if the loss was made by the successor in the
transferred trade in the accounting period in which it began carrying on the
transferred trade.

944D Modified application of section 303B

(1) Subsection (2) applies if—
(a) this Chapter applies to a transfer of a trade,
(b) the transferred trade is a ring-fence trade,

(c) the predecessor made a non-decommissioning loss in the transferred
trade in the accounting period in which it ceased to carry it on,

(d) that accounting period began on or after 1 April 2017, and

(e) relief under section 37 or 42 or Part 5 is not given for an amount
of the loss.

(2) Subsections (2) to (5) of section 303B (carry forward of non-
decommissioning losses against subsequent profits) have effect as if—

(a) references to the unrelieved amount were to the amount mentioned
in subsection (1)(e),

(b) references to the later period were to the accounting period of the
successor in which the successor begins to carry on the transferred
trade,

(c) references to the company were to the successor, and
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(d) references to the trade were to the transferred trade.

(3) Section 303A (meaning of non-decommissioning loss) applies for the
purposes of this section.

(4) In this section “ring fence trade” has the same meaning as in Part 8 (see
section 277).

944E Modified application of section 303D

(1) Subsection (2) applies if—
(a) this Chapter applies to a transfer of a trade,
(b) the trade is a ring-fence trade,

(¢) an amount of a loss made in the trade was carried forward under
section 303B(2) or 303D(3) to the accounting period in which the
predecessor ceased to carry on the trade (“the cessation period”), and

(d) any of that amount was not—

(i) deducted under section 303B(4) or 303D(5) from the
predecessor's profit (if any) of the cessation period,

(i1) deducted from the predecessor's total profits of the cessation
period on a claim under section 303C(2), or

(iii) surrendered by the predecessor by way of group relief for
carried-forward losses under Part 5A.

(2) Subsections (3) to (6) of section 303D have effect as if—

(a) the reference to so much of the amount mentioned in
section 303D(1)(a) as is unrelieved in the later period were to so
much of the amount mentioned in subsection (1)(c) of this section as
was not deducted or surrendered as mentioned in subsection (1)(d),

(b) references to the further period were to the accounting period of the
successor in which the successor begins to carry on the transferred
trade,

(c) references to the company were to the successor, and
(d) references to the trade were to the transferred trade.

(3) In this section “ring fence trade” has the same meaning as in Part 8 (see
section 277).”

66 In section 945 (cases in which predecessor retains more liabilities than assets)
in subsection (4), for “section 944(3)” (in both places where those words occur)
substitute ““ sections 944 to 944E .

67 (1) Section 951 (part of trade treated as separate trade) is amended as follows.
(2) After subsection (6) insert—

“(7) Subsection (8) applies if—
(a) acompany (“the transferor”) ceases to carry on a trade (“trade Z2”),
(b) another company (“the transferee”) begins to carry on the activities
of trade Z as part of its trade (“part Z”) and
(¢) by reason of this Chapter an amount of a loss made in trade Z is
carried forward under section 45A(4), 45B(2), 303B(2) or 303D(3)
to an accounting period of the transferee.
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(8) The provisions of sections 45A to 45F and 303B to 303D have effect, in so
far as they apply (or re-apply) in relation to the amount carried forward (or
any part of it), as if the transferee carries or carried on part Z as a separate
trade.”

68 In section 952 (apportionment if part of trade treated as separate trade) in
subsection (1) for “or (4)” substitute ““, (4) or (8) ”.

PART 9

TAX AVOIDANCE

Restriction on refreshing losses

69 (1) Section 730F of CTA 2010 (meaning of “relevant carried-forward loss”) is amended
as follows.

(2) In subsection (1)—
(a) after paragraph (a) insert—
“(aa) a carried-forward UK property business loss (see
subsection (2A),”;
(b) after paragraph (b) insert—
“(ba) acarried-forward non-trading loss on intangible fixed assets
(see subsection (3A),”.

(3) In subsection (2)—
(a) after “45” insert ““, 45A or 45B ”;
(b) omit “against subsequent trade profits”.

(4) In subsection (3), after “457” insert *“, 463G or 463H ™.
(5) After subsection (2) insert—

“(2A) “Carried-forward UK property business loss”, in relation to a company and
an accounting period, means a loss in a UK property business carried on by
the company which is carried forward from a previous accounting period
under section 62(5).”

(6) After subsection (3) insert—

“(3A) “Carried-forward non-trading loss on intangible fixed assets”, in relation to
a company and an accounting period, means a non-trading loss on intangible
fixed assets which is carried forward from a previous accounting period
under section 753 of CTA 2009 (treatment of non-trading losses).”

(7) At the end insert—

“(5) In this section “non-trading loss on intangible fixed assets” is to be read in
accordance with Part 8 of CTA 2009.”

Change in company ownership

70 Part 14 of CTA 2010 (change in company ownership) is amended as follows.
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71 In section 672 (overview of Part) after subsection (1) insert—

“(1A) Chapter 2A restricts relief in some further cases involving a change in the

company's activities.
(1B) Chapter 2B restricts relief for trading losses in some cases involving the
transfer of an asset.
(1C) Chapters 2C and 2D restrict group relief for carried-forward losses in some
cases.
(1D) Chapter 2E restricts relief for trading losses in some cases involving the
transfer of a trade.”
72 (1) Section 673 (introduction to Chapter 2: disallowance of trading losses) is amended
as follows.

(2) In subsection (2), for “of 3 years in which the change in ownership” substitute
beginning no more than 3 years before the change in ownership occurs which is a
period of 5 years in which that change ™.

(3) In subsection (4), in the words after paragraph (b), for “3” substitute “ 5 .

(4) The amendments made by this paragraph do not have effect unless both the change in
ownership referred to in section 673(1) and the major change in the nature or conduct
of a trade referred to in section 673(2) occur on or after 1 April 2017.

73 (1) Section 674 (disallowance of trading losses) is amended as follows.

(2) In subsection (2), after “45” insert ““, 45B, 303B or 303D ”.

(3) After subsection (2) insert—

“(2A) No relief may be given under section 45A or 303C for a loss made by the
company in an accounting period beginning before the change in ownership
by carrying forward the loss and deducting it from a company's total profits
of an accounting period ending after the change in ownership.”

74 After section 674 insert—
“674A Section 674: exception for certain losses of ring fence trade
(1) Section 674 does not prevent relief being given for a loss if—
(a) the loss is made in a ring fence trade,
(b) the loss is not a non-decommissioning loss,
(c) 1itis condition A in section 673 that is met, and
(d) the major change by reference to which that condition is met did not
occur within a period of 3 years in which the change in ownership
occurred.
(2) In this section—
“non-decommissioning loss” is to be interpreted in accordance with
section 303A;
“ring fence trade” has the same meaning as in Part 8 (see section 277).”
75 After Chapter 2 insert—
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“CHAPTER 2A

POST-1 APRIL 2017 LOSSES: FURTHER CASES
INVOLVING A CHANGE IN THE COMPANY'S ACTIVITIES

Introduction to Chapter
676AQAl) This Chapter applies if conditions 1 and 2 are met.

(2) Condition 1 is that on or after 1 April 2017 there is a change in the ownership
of a company (“the transferred company™).

(3) Condition 2 is that a major change in the business of the transferred company
or a co-transferred company occurs within the required period but not before
1 April 2017.

(4) The required period is—
(a) for the purposes of section 676AF, any period beginning no more
than 3 years before the change in ownership occurs which is a period
of 5 years in which that change occurs,

(b) for the purposes of sections 676AG to 676AK, the period of 8 years
beginning 3 years before the change in ownership.

(5) In this Chapter—

“the change in ownership” means the change in ownership
mentioned in subsection (2);

“the transferred company” has the meaning given by
subsection (2);

“trade” includes an office.

Priority of provisions of Chapters 2 and 3 over this Chapter

676AB) If and so far as —
(a) arelevant provision of this Chapter, and
(b) arelevant provision of Chapter 2 or 3,
would each (if the other provision were ignored) apply in relation to the same

loss or other amount, the relevant provision of this Chapter does not apply
in relation to that amount.

(2) In this section “relevant provision”—

(a) in relation to this Chapter means any of the provisions of sections
676AF to 676AK;

(b) in relation to Chapters 2 and 3 means any of the provisions of
sections 674 and 679 to 683.

“Major change in the business” of a company
676A(Q) In this Chapter references to a “major change in the business” of a company
include—

(a) a major change in the nature or conduct of any trade or business
carried on by the company,
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(b) a major change in the scale of any trade or business carried on by
the company, and

(c) beginning or ceasing to carry on a particular trade or business.

(2) In subsection (1) the reference to a major change in the “nature or conduct”
of a trade or business includes—

(a) a major change in the type of property dealt in, or services or
facilities provided in, the trade or business concerned,

(b) a major change in customers, outlets or markets of the trade or
business concerned,

(¢) amajor change in the nature of the investments held by the company
for the purposes of an investment business.

(3) The definitions in subsections (1) and (2) apply even if the change is
the result of a gradual process which began before the period of 5 years
mentioned in section 676 AA(4)(a) or (as the case may be) the period of 8
years mentioned in section 676 AA(4)(b).

(4) Where the condition in subsection (5) is met in the case of any two
companies, the transfer of a trade or business, or any property, from one of
them to the other is to be disregarded in determining for the purposes of
section 676AA(3) whether or not there is a major change in the business of
either of those companies.

(5) The condition is that the companies are related to one another both—
(a) immediately before the change in ownership, and
(b) at the time of the transfer mentioned in subsection (4).

Notional split of accounting period in which change in ownership occurs

676A) This section applies for the purposes of this Chapter.

(2) The accounting period in which the change in ownership occurs (“the
actual accounting period”) is treated as two separate accounting periods
(“notional accounting periods”), the first ending with the change and the
second consisting of the remainder of the period.

(3) Section 685 (apportionment of amounts) applies for the purposes of this
Chapter as it applies for the purposes of Chapter 3.

(4) The amounts for the actual accounting period in column 1 of the table in
section 685(2) are apportioned to the two notional accounting periods in
accordance with section 685.

(5) In this Chapter, and in sections 685 and 686 as they apply by virtue of
subsection (3), “the actual accounting period” and “notional accounting
periods” have the same meaning as in this section.

“Affected profits”
676A8) This section has effect for the purposes of this Chapter.

(2) Profits of an accounting period ending after the change in ownership are
“affected profits” if and so far as—
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(a) they arise before the 5th anniversary of the end of the accounting
period of the transferred company in which the change in ownership
occurs, and

(b) they can fairly and reasonably be attributed to activities, or other
sources of income, as a result of which, or partly as a result of which,
the major change referred to in section 676AA(3) has occurred.

(3) If an accounting period of the company begins before, and ends after,
the anniversary mentioned in subsection (2), then for the purposes of that
subsection—

(a) the accounting period is treated as two separate accounting periods,
the first ending with that date and the second consisting of the
remainder of the period, and

(b) the profits or losses of the accounting period are apportioned to the
two periods.

(4) Any apportionment under subsection (3)(b) is to be made on a time basis
according to the respective lengths of the two deemed accounting periods.

(5) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

Restriction on use of carried-forward post-1 April 2017 trade losses

676AF A loss made by the transferred company in an accounting period beginning
before the change in ownership may not be deducted from affected profits
of an accounting period ending after the change in ownership under any of
the following provisions—

(a) section 45A(5) (carry-forward of post-1 April 2017 trade losses),
(b) section 45F(3) (carried-forward losses: terminal relief),

(c) section 303C(3) (excess carried-forward non-decommissioning
losses of ring fence trade), and

(d) section 124B(3) of FA 2012 (excess carried-forward BLAGAB
trade losses).

Restriction on debits to be brought into account

676A(@) This section has effect for the purpose of restricting the debits to be brought
into account for the purposes of Part 5 of CTA 2009 (loan relationships) in
respect of the transferred company's loan relationships.

(2) The debits to be brought into account for the purposes of Part 5 of CTA 2009
for—

(a) the accounting period beginning immediately after the change in
ownership, or

(b) any subsequent accounting period,

do not include relevant non-trading debits so far as amount A exceeds
amount B.

(3) Amount A is the sum of—
(a) the amount of those relevant non-trading debits, and
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(b) the amount of any relevant non-trading debits which have been
brought into account for the purposes of that Part for any previous
accounting period ending after the change in ownership.

(4) Amount B is the amount of the taxable total profits of the accounting period
ending with the change in ownership.

(5) For the meaning of “relevant non-trading debit”, see section 730.

Restriction on the carry forward of post-1 April 2017 non-trading deficit from
loan relationships

676AH) This section has effect for the purpose of restricting the carry forward under
Chapter 16A of Part 5 of CTA 2009 (non-trading deficits: post 1 April
2017 deficits) of a pre-acquisition non-trading deficit from the transferred
company's loan relationships.

(2) For the purposes of this section an amount is a “pre-acquisition” non-trading
deficit from a company's loan relationships if it is a non-trading deficit from
the company's loan relationships for an accounting period beginning before
the change in ownership.

(3) Subsection (4) applies if, in the case of a pre-acquisition non-trading deficit
from the transferred company's loan relationships, the non-trading deficit in
column 1 of row 4 of the table in section 685(2) is apportioned in accordance
with section 685(2) to the first notional accounting period.

(4) None of that deficit may, by virtue of section 463G (carry forward of
unrelieved deficit), be set off against affected profits of—
(a) the accounting period beginning immediately after the change in
ownership, or
(b) any subsequent accounting period.

Restriction on relief for post-1 April 2017 non-trading loss on intangible fixed
assets

676 A1) This section has effect for the purpose of restricting relief under section 753
of CTA 2009 (treatment of non-trading losses) in respect of a relevant non-
trading loss on intangible fixed assets.

(2) An amount is a “relevant non-trading loss on intangible fixed assets” if and
so far as—

(a) it is by virtue of section 751 of CTA 2009 a non-trading loss on
intangible fixed assets for a relevant pre-acquisition accounting
period, or

(b) it is made up of an amount falling within paragraph (a) which has
been carried forward under section 753(3) of CTA 2009.

(3) “Relevant pre-acquisition accounting period” means an accounting period
beginning—
(a) before the change in ownership, and
(b) onorafter 1 April 2017.
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(4) In the case of a relevant non-trading loss on intangible fixed assets, relief
under section 753 of CTA 2009 against the total profits of the actual
accounting period is available only in relation to each of the notional
accounting periods considered separately.

(5) A relevant non-trading loss on intangible fixed assets may not be deducted as
aresult of section 753(3) of CTA 2009 (losses carried forward) from affected
profits of an accounting period ending after the change in ownership.

Restriction on deduction of post-1 April 2017 expenses of management

676A]) This section has effect for the purpose of restricting deductions for post-1
April 2017 relevant expenses of management of the transferred company.

(2) Any amounts which—

(a) are, or are treated as, expenses of management referable to the actual
accounting period, and

(b) are apportioned to either of the two notional accounting periods in
accordance with section 685,

are treated for the purposes of Chapter 2 of Part 16 of CTA 2009 (companies
with investment business) as expenses of management referable to that
notional accounting period.

(3) Any allowances which are apportioned to either of the notional accounting
periods in accordance with section 685 are treated for the purposes of
section 253 of CAA 2001 and section 1233 of CTA 2009 (companies with
investment business: excess capital allowances) as falling to be made in that
notional accounting period.

(4) In calculating the taxable total profits of an accounting period of the
transferred company ending after the change in ownership—

(a) relevant expenses of management, and
(b) relevant allowances,
may not be deducted from affected profits of the accounting period.

(5) In this section “relevant expenses of management” means expenses of
management which are first deductible under section 1219 of CTA 2009 for
an accounting period beginning—

(a) onorafter 1 April 2017, and
(b) before the change in ownership.

(6) In this section “relevant allowances” means allowances falling to be made
for an accounting period beginning—

(a) onorafter 1 April 2017, and
(b) Dbefore the change in ownership.

Restriction on use of post-1 April 2017 UK property business losses

676AKl) This section has effect for the purpose of restricting relief under sections
62 and 63 for a relevant UK property business loss made by the transferred
company.
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(2) In this section “relevant UK property business loss” means a loss made in a
UK property business in an accounting period beginning—

(a) onorafter 1 April 2017, and
(b) Dbefore the change in ownership.

(3) In relation to a relevant UK property business loss, relief under section 62(3)
is available only in relation to each of the notional accounting periods
considered separately.

(4) A relevant UK property business loss may not be deducted as a result of
section 62(5) or 63(3) from affected profits of an accounting period ending
after the change in ownership.

“Co-transferred company” and “related company”

676AU) In this Chapter “co-transferred company” means any company which is
related to the transferred company both immediately before and immediately
after the change in ownership.

(2) For the purposes of this Chapter any two companies (“T”) and (“C”) are
“related” to one another at any time when—

(a) the group condition is met in relation to T and C, or
(b) any of consortium conditions 1 to 4 is met in relation to T and C,

(whether on the assumption that T is the claimant company and C is the
surrendering company or vice versa).

(3) In this Chapter—

“consortium condition 17 is to be interpreted in accordance with
section 188CF,

“consortium condition 2” is to be interpreted in accordance with
section 188CG,

“consortium condition 3” is to be interpreted in accordance with
section 188CH,

“consortium condition 4” is to be interpreted in accordance with
section 188CI,

“the group condition” is to be interpreted in accordance with
section 188CE.”

76 After Chapter 2A insert—

“CHAPTER 2B

ASSET TRANSFERRED WITHIN GROUP: RESTRICTION
OF RELIEF FOR POST-1 APRIL TRADE LOSSES

Introduction to Chapter
676BAl) This section applies if there is a change in the ownership of a company (“the
company”) on or after 1 April 2017 and—
(a) conditions 1 and 2 are met, or
(b) condition 3 is met.
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(2) Condition 1 is that after the change in ownership the company acquires an
asset from another company in circumstances such that—

(a) section 171 of TCGA 1992 (no gain/no loss transfer within group),
or

(b) section 775 of CTA 2009 (tax-neutral transfer within group),
applies to the acquisition.

(3) Condition 2 is that—

(a) in a case within subsection (2)(a), a chargeable gain accrues to the
company on a disposal of the asset within the period of 5 years
beginning with the change in ownership, or

(b) in a case within subsection (2)(b), there is a non-trading chargeable
realisation gain on the realisation of the asset within that period.

(4) Condition 3 is that a chargeable gain on a disposal of an asset within the
period of 5 years beginning immediately after the change in ownership (or
an amount of such a gain) is treated as accruing to the company by virtue
of an election under section 171 A of TCGA 1992 (notional transfers within

a group).

(Accordingly, references in this Chapter to the accrual of a relevant gain are
to be read in the light of section 171B(2) and (3) of TCGA 1992.)

(5) For the purposes of subsection (3), an asset (P) acquired by the company
as mentioned in subsection (2) is treated as the same as an asset (Q) owned
at a later time by the company if the value of Q is derived in whole or in
part from P.

(6) In particular, P is treated as the same as Q for those purposes if—
(a) Qisa freehold,
(b) P was aleasehold, and
(c) the lessee has acquired the reversion.

(7) In this Chapter—

“the change in ownership” means the change in ownership
mentioned in subsection (1),

“the company” has the same meaning as in this section,

“non-trading chargeable realisation gain” means a chargeable
realisation gain (within the meaning of Part 8§ of CTA 2009
(intangible fixed assets)) which is a non-trading credit for the
purposes of that Part (see section 746 of that Act),

“realisation” has the meaning given by section 734 of CTA 2009,
and

“the relevant gain” means the gain (or amount of a gain) within
subsection (3)(a) or (b) or (4).

Notional split of accounting period in which change in ownership occurs

676BBl) This section applies for the purposes of this Chapter.

(2) The accounting period in which the change in ownership occurs (“the
actual accounting period”) is treated as two separate accounting periods
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(“notional accounting periods™), the first ending with the change and the
second consisting of the remainder of the period.

(3) Section 702 (apportionment of amounts) applies for the purposes of this
Chapter as it applies for the purposes of Chapter 4.

(4) The amounts for the actual accounting period in column 1 of the table in
section 702(2) are apportioned to the two notional accounting periods in
accordance with section 702.

(5) In this Chapter, and in sections 702 and 703 as they apply by virtue of
subsection (3), “the actual accounting period” and “notional accounting
periods” have the same meaning as in this section.

Disallowance of relief for trade losses

676B() This section has effect for the purposes of restricting relief under sections
45A, 45F and 303C of this Act and section 124B of FA 2012 for a loss made
by the company in a trade before the change in ownership.

(2) But this section applies only if, in accordance with the relevant provisions
and section 702, an amount is included in respect of chargeable gains or, as
the case may be, non-trading chargeable realisation gains in the total profits
of the accounting period in which the relevant gain accrues or arises.

(3) Relief under section 45A or 303C of this Act or section 124B of FA 2012
is available only in relation to each of the notional accounting periods
considered separately.

(4) A loss made in an accounting period beginning before the change in
ownership—

(a) may not be deducted as a result of section 45A or 303C of this
Act or section 124B of FA 2012 from so much of the total profits
of an accounting period ending after the change in ownership as
represents the relevant gain;

(b) may not be deducted by virtue of paragraph (a) of the definition
of “relevant profits” in section 45F(7) from so much of the total
profits of an accounting period ending after the change in ownership
as represents the relevant gain.

Meaning of “the relevant provisions”

676BD In this Chapter “the relevant provisions” means—

(a) section 8(1) of, and Schedule 7A to, TCGA 1992 (amounts included
in respect of chargeable gains in total profits), or

(b) Chapter 6 of Part 8 of CTA 2009 (intangible fixed assets: how credits
and debits are given effect).

Meaning of “amount of profits which represents a relevant gain”

676BH) In this Chapter, the amount of any profits which represents a relevant gain
is found by comparing—

(a) the amount (“Y”) of the relevant gain, with
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(b) the amount (“Z”) which is included in respect of chargeable gains
or, as the case may be, non-trading chargeable realisation gains for
the accounting period concerned.

(2) If Y does not exceed Z, the amount of the profits which represents the
relevant gain equals Y.

(3) If Y exceeds Z, the amount of those profits equals Z.”
77 After Chapter 2B insert—

“CHAPTER 2C

DISALLOWANCE OF GROUP RELIEF FOR
CARRIED-FORWARD LOSSES: GENERAL PROVISION

Introduction to Chapter

676CAl) This Chapter applies if on or after 1 April 2017 there is a change in the
ownership of a company (“the transferred company”).

(2) In this Chapter—

“the change in ownership” means the change in ownership
mentioned in subsection (1);

“the transferred company” has the meaning given by
subsection (1).

Restriction on surrender of carried-forward losses

676CB) Subsection (3) applies if a company (“the claimant company”) would, (apart
from this section), be eligible under Part SA to make a relevant claim for
group relief for carried-forward losses.

(2) For the purposes of this section a claim for group relief for carried-forward
losses is a “relevant claim” if it is—

(a) for an accounting period ending after the change in ownership, and

(b) in respect of an amount surrendered by the transferred company or
a co-transferred company which is a relevant pre-acquisition loss.

(3) The general rule is that the relief is not available.
(4) The general rule is subject to the exceptions in sections 676CD and 676CE.

(5) For the purposes of this section—
(a) the accounting period of the company mentioned in subsection (2)
(b) in which the change in ownership occurs is treated as two
separate accounting periods, the first ending with the change and the
second consisting of the remainder of the period, and

(b) the profits or losses of the accounting period are apportioned to the
two periods.

(6) Any apportionment under subsection (5)(b) is to be made on a time basis
according to the respective lengths of the two periods.
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(7) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

Cases where consortium condition 1 or 2 was previously met

676C() Subsection (4) applies in relation to a claim for group relief for carried-
forward losses by the transferred company if conditions A and B are met.

(2) Condition A is that the claim is—
(a) for an accounting period ending after the change in ownership, and
(b) in respect of a relevant pre-acquisition loss.

(3) Condition B is that consortium condition 1 was met in relation to—
(a) the transferred company (as the company owned by a consortium as
mentioned in section 188CF(1)(b)), and
(b) the surrendering company (as the company mentioned in
section 188CF(1)(c)),

immediately before the change in ownership (“time T”).

(4) The relief given under section 188CK in respect of the transferred company's
total profits of the claim period may not exceed the relief that would be
available on the assumption that the claim is based on consortium condition
1 and the ownership proportion for the purposes of that condition is equal to
the lowest of the following proportions—

(a) the proportion of the ordinary share capital of the transferred
company that was beneficially owned by the surrendering company
at time T,

(b) the proportion of any profits available for distribution to equity
holders of the transferred company to which the surrendering
company was beneficially entitled at that time,

(c) the proportion of any assets of the transferred company available
for distribution to such equity holders on a winding up to which the
surrendering company would be beneficially entitled (as determined
at that time), and

(d) the proportion of the voting power in the transferred company that
was directly possessed by the surrendering company at that time.

(5) Subsection (8) applies in relation to a claim for group relief for carried-
forward losses by the transferred company if conditions A and B are met.

(6) Condition A is that the claim is—
(a) for an accounting period ending after the change in ownership, and
(b) inrespect of a a relevant pre-acquisition loss.

(7) Condition B is that consortium condition 2 was met in relation to—

(a) the transferred company (as the company owned by a consortium as
mentioned in section 188CG(1)(b)), and

(b) the surrendering company (as the company mentioned in
section 188CG(1)(c)),

immediately before the change in ownership (“time T”).



Finance (No. 2) Act 2017 (c. 32) 175
SCHEDULE 4 — Relief for carried-forward losses
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(8) The relief given under section 188CK in respect of the transferred company's
total profits of the claim period may not exceed the relief that would be
available on the assumption that the claim is based on consortium condition
2 and the ownership proportion for the purposes of that condition is equal to
the lowest of the following proportions—

(a) the proportion of the ordinary share capital of the transferred
company that was beneficially owned by the link company at time T,

(b) the proportion of any profits available for distribution to equity
holders of the transferred company to which the link company was
beneficially entitled at that time,

(c) the proportion of any assets of the transferred company available
for distribution to such equity holders on a winding up to which the
link company would be beneficially entitled (as determined at that
time), and

(d) the proportion of the voting power in the transferred company that
was directly possessed by the link company at that time.

(9) For the purposes of this section—

(a) the accounting period of the surrendering company mentioned in
subsection (3)(b) or (7)(b) (as the case may be) in which the change
in ownership occurs is treated as two separate accounting periods,
the first ending with the change and the second consisting of the
remainder of the period, and

(b) the profits or losses of the accounting period are apportioned to the
two periods.

(10) Any apportionment under subsection (9)(b) is to be made on a time basis
according to the respective lengths of the two periods.

(11) In this section—
“the link company” means the company which is the link
company (see section 188CG(1)(d)) for the purposes of the meeting
of consortium condition 2 as mentioned in subsection (7),
“the claim period” and “the surrendering company” has the same
meaning as in Part 5A (see section 188FD(1)).

(12) Chapter 6 of Part 5 (equity holders and profits or assets available for
distribution) applies for the purposes of subsections (4)(b) and (c) and (8)
(b) and (c).

Cases where consortium condition 3 or 4 was previously met

676CD1) If the requirement in subsection (3) is met, section 676CB(3) does not
prevent a company from making under section 188CC a claim for group
relief for carried-forward losses falling within subsection (2).

(2) A claim falls within this subsection if it is—
(a) for an accounting period (“the claim period”) ending after the
change in ownership, and
(b) in relation to an amount surrendered by the transferred company
which is a relevant pre-acquisition loss and is attributable to an
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accounting period of that company specified in the claim (“the
specified loss-making period”).

(3) The requirement is that consortium condition 3 or consortium condition 4 is
met throughout a period which—

(a) begins before or during the specified loss-making period, and
(b) ends with or after the time when the change in ownership occurs.

(4) For the purposes of a claim by virtue of this section, section 188CC(3) has
effect as if requirement 3 were omitted.

Exceptions to restrictions

676CH ) Nothing in section 676CB(3) or 676CC affects the giving of group relief for
carried-forward losses by the making of a deduction under section 188CK(1)
from total profits of the claimant company which arise after the Sth
anniversary of the end of the accounting period of the transferred company
in which the change in ownership occurs.

(2) Nothing in section 676CB(3) or 676CC affects the availability of relief under
Part SA if immediately before the change in ownership the group condition
was met in relation to the transferred company and the claimant company.

But see also section 676CF.

(3) If an accounting period of the claimant company begins before, and ends
after, the anniversary mentioned in subsection (1), then for the purposes of
that subsection—

(a) the accounting period is treated as two separate accounting periods,
the first ending with that date and the second consisting of the
remainder of the period, and

(b) the profits or losses of the accounting period are apportioned to the
two periods.

(4) Any apportionment under subsection (3)(b) is to be made on a time basis
according to the respective lengths of the two periods.

(5) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

(6) In this section “the claimant company” has the same meaning as in Part SA
(see section 188FD(1)).

Cases where Chapter 2, 2A or 3 also applies

676CH ) This section applies if—

(a) Chapter 2 applies in relation to the change in ownership by virtue of
condition A in section 673 being met,

(b) Chapter 2A applies in relation to the change in ownership, or

(c) Chapter 3 applies in relation to the change in ownership by virtue of
condition B in section 677 being met.

(2) This section also applies if—
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(a) the condition in subsection (1)(a) would be met if in subsection (4A)
of section 719 (meaning of “change in the ownership of a company)
the reference to Chapter 2C included a reference to Chapter 2, or

(b) the condition in subsection (1)(c) would be met if in subsection (4A)
of section 719 the reference to Chapter 2C included a reference to
Chapter 3.

(3) Where the company in relation to which the major change mentioned in
section 673(4), 676AA(3) or 677(3) has occurred would (apart from this
section) be eligible under Part SA to claim in respect of a relevant pre-
acquisition loss group relief for carried-forward losses for an accounting
period ending after the change in ownership, no deduction in respect of that
loss may be made from affected profits under section 188CK.

See section 676CG for the meaning of “affected profits”.

(4) For the purposes of this section—

(a) the accounting period in which the change in ownership occurs is
treated as two separate accounting periods, the first ending with the
change and the second consisting of the remainder of the period, and

(b) the profits or losses of the accounting period are apportioned to the
two periods.

(5) Any apportionment under subsection (4)(b) is to be made on a time basis
according to the respective lengths of the two deemed accounting periods.

(6) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

“Affected profits”
676C(@) This section has effect for the purposes of section 676CF.

(2) Profits of an accounting period ending after the change in ownership are
“affected profits” if and so far as—

(a) they arise before the 5th anniversary of the end of the accounting
period of the transferred company in which the change in ownership
occurs, and

(b) they can fairly and reasonably be attributed to activities, or other
sources of income, as a result of which, or partly as a result of which,
the major change mentioned in section 673(4), 676 AA(3) or 677(3)
(as the case may be) has occurred.

(3) If an accounting period of the company in relation to which the major
change mentioned in section 673(4), 676AA(3) or 677(3) has occurred
begins before, and ends after, the anniversary mentioned in subsection (2),
then for the purposes of that subsection—

(a) the accounting period is treated as two separate accounting periods,
the first ending with that date and the second consisting of the
remainder of the period, and

(b) the profits or losses of the accounting period are apportioned to the
two periods.
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(4) Any apportionment under subsection (3)(b) is to be made on a time basis
according to the respective lengths of the two deemed accounting periods.

(5) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

“Relevant pre-acquisition loss”

676CH) In this Chapter “relevant pre-acquisition loss” means—

(a) a non-trading deficit from loan relationships for an accounting
period beginning before the change in ownership carried forward to
the surrender period under section 463G(6) of CTA 2009,

(b) aloss on intangible fixed assets so far as it is made up of amounts
carried forward to the surrender period under section 753(3) of CTA
2009 from one or more accounting periods beginning before the
change in ownership,

(c) expenses carried forward to the surrender period under section 1223
of CTA 2009 (carry forward of expenses of management of
investment business) which were first deductible in an accounting
period beginning before the change in ownership,

(d) a loss made in an accounting period beginning before the change
in ownership and carried forward to the surrender period under
section 45A(3) (post- 1 April 2017 trade loss),

(e) a loss made in an accounting period beginning before the change
in ownership and carried forward to the surrender period under
section 62(5)(b) or 63(3)(a) (loss made in UK property business),

(f) a loss made in an accounting period beginning before the change
in ownership and carried forward to the surrender period under
section 303B(2) or 303D(3) (post-1 April non-decommissioning
losses of ring fence trade),

(g) a BLAGAB trade loss made in an accounting period beginning

before the change in ownership and carried forward to the surrender
period under section 124A(2) or 124C(3) of FA 2012.

(2) In this section “the surrender period” is to be interpreted in accordance with
section 188BB(7).

Interpretation of Chapter

676({1) In this Chapter “co-transferred company” means any company which is
related to the transferred company both immediately before and immediately
after the change in ownership.

(2) For the purposes of this Chapter any two companies (“T”’) and (“C”) are
“related” to one another at any time when—

(a) the group condition is met in relation to T and C, or
(b) any of consortium conditions 1 to 4 is met in relation to T and C,

(whether on the assumption that T is the claimant company and C is the
surrendering company or vice versa).

(3) In this Chapter—
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“consortium condition 1” is to be interpreted in accordance with
section 188CF,

“consortium condition 2” is to be interpreted in accordance with
section 188CG,

“consortium condition 3” is to be interpreted in accordance with
section 188CH,

“consortium condition 4” is to be interpreted in accordance with
section 188CI,

“the group condition” is to be interpreted in accordance with
section 188CE.”

78 After Chapter 2C insert—

“CHAPTER 2D

ASSET TRANSFERRED WITHIN GROUP: RESTRICTION
OF GROUP RELIEF FOR CARRIED-FORWARD LOSSES

Introduction to Chapter

676D A1) This section applies if—

(a) there is a change in the ownership of a company (“the company”)
on or after 1 April 2017, and

(b) the following are met—
conditions 1 and 2, or
condition 3.

(2) Condition 1 is that after the change in ownership the company acquires an
asset from another company in circumstances such that—
(a) section 171 of TCGA 1992 (no gain/no loss transfer within a group),
or
(b) section 775 of CTA 2009 (tax-neutral transfer within a group),

applies to the acquisition.

(3) Condition 2 is that—

(a) in a case within subsection (2)(a), a chargeable gain accrues to the
company on a disposal of the asset within the period of 5 years
beginning with the change in ownership, or

(b) in a case within subsection (2)(b), there is a non-trading chargeable
realisation gain on the realisation of the asset within that period.

(4) Condition 3 is that a chargeable gain on a disposal of an asset within the
period of 5 years beginning immediately after the change in ownership (or
an amount of such a gain) is treated as accruing to the company by virtue
of an election under section 171A of TCGA 1992 (notional transfers within

a group).

(Accordingly, references in this Chapter to the accrual of a relevant gain are
to be read in the light of section 171B(2) and (3) of TCGA 1992.)

(5) For the purposes of subsection (3), an asset (P) acquired by the company
as mentioned in subsection (2) is treated as the same as an asset (Q) owned
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at a later time by the company if the value of Q is derived in whole or in
part from P.

(6) In particular, P is treated as the same as Q for those purposes if—
(a) Qis a freehold,
(b) P was aleasehold, and
(c) the lessee has acquired the reversion.

(7) In this Chapter

“the change in ownership” means the change in ownership
mentioned in subsection (1),

“the company” has the same meaning as in this section,

“non-trading chargeable realisation gain” means a chargeable
realisation gain (within the meaning of Part 8 of CTA 2009
(intangible fixed assets)) which is a non-trading credit for the
purposes of that Part (see section 746 of that Act),

“realisation” has the meaning given by section 734 of CTA 2009,
and

“the relevant gain” means the gain (or amount of a gain) within
subsection (3)(a) or (b) or (4).

Notional split of accounting period in which change in ownership occurs

676DBl) This section applies for the purposes of this Chapter.

(2) The accounting period in which the change in ownership occurs (“the
actual accounting period”) is treated as two separate accounting periods
(“notional accounting periods”), the first ending with the change and the
second consisting of the remainder of the period.

(3) Section 702 (apportionment of amounts) applies for the purposes of this
Chapter as it applies for the purposes of Chapter 4.

(4) The amounts for the actual accounting period in column 1 of the table in
section 702(2) are apportioned to the two notional accounting periods in
accordance with section 702.

(5) In this Chapter, and in sections 702 and 703 as they apply by virtue of
subsection (3), “the actual accounting period” and “notional accounting
periods” have the same meaning as in this section.

Disallowance of group relief for carried-forward losses

676D() This section has effect for the purposes of restricting relief under Chapter 3
of Part 5A (group relief for carried-forward losses).

(2) But this section applies only if, in accordance with the relevant provisions
and section 702, an amount is included in respect of chargeable gains or, as
the case may be, non-trading chargeable realisation gains in the total profits
of the accounting period in which the relevant gain accrues or arises.

(3) In calculating the company's taxable total profits of the accounting period
in which the relevant gain accrues or arises, a relevant pre-acquisition loss
may not be deducted, as a result of section 188CK (group relief for carried-
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forward losses: deductions from total profits) from so much of the total
profits of the accounting period as represents the relevant gain.

(4) “Relevant pre-acquisition loss” means—

(a) a non-trading deficit from loan relationships for an accounting
period beginning before the change in ownership carried forward to
the surrender period under section 463G(6) of CTA 2009,

(b) aloss on intangible fixed assets so far as it is made up of amounts
carried forward to the surrender period under section 753(3) of CTA
2009 from one or more accounting periods beginning before the
change in ownership,

(c) expenses carried forward to the surrender period under section 1223
of CTA 2009 (carrying forward expenses of management and
other amounts) which were first deductible in an accounting period
beginning before the change in ownership,

(d) a loss made in an accounting period beginning before the change
in ownership and carried forward to the surrender period under
section 45A(3) (post- 1 April 2017 trade loss);

(e) a loss made in an accounting period beginning before the change
in ownership and carried forward to the surrender period under
section 62(5)(b) or 63(3)(a) (loss made in UK property business),

(f) a loss made in an accounting period beginning before the change
in ownership and carried forward to the surrender period under
section 303B(2) or 303D(3) (post-1 April non-decommissioning
losses of ring fence trade),

(g) a BLAGAB trade loss made in an accounting period beginning
before the change in ownership and carried forward to the surrender
period under section 124A(2) or 124C(3) of FA 2012.

(5) In this section “the surrender period” is to be interpreted in accordance with
section 188BB(7).

Meaning of “the relevant provisions”

676DD In this Chapter “the relevant provisions” means—

(a) section 8(1) of, and Schedule 7A to, TCGA 1992 (amounts included
in respect of chargeable gains in total profits), or

(b) Chapter 6 of Part 8 of CTA 2009 (intangible fixed assets: how credits
and debits are given effect).

Meaning of “amount of profits which represents a relevant gain”

676D ) In this Chapter, the amount of any profits which represents a relevant gain
is found by comparing—
(a) the amount (“Y”) of the relevant gain, with
(b) the amount (“Z”) which is included in respect of chargeable gains
or, as the case may be, non-trading chargeable realisation gains for
the accounting period concerned.

(2) If Y does not exceed Z, the amount of the profits which represents the
relevant gain equals Y.
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(3) If Y exceeds Z, the amount of those profits equals Z.”
79 After Chapter 2D insert—

“CHAPTER 2E

POST-1 APRIL 2017 TRADE LOSSES: CASES INVOLVING THE TRANSFER OF A TRADE

Introduction to Chapter

676EQAl) This Chapter applies if on or after 1 April 2017 there is a change in the
ownership of a company (“the transferred company”).

(2) In this Chapter—
“the change in ownership” means the change in ownership
mentioned in subsection (1);
“the transferred company’
subsection (1).

b

has the meaning given by

Restriction on use of trade losses carried-forward on transfer of trade

676EBl) Subsection (2) applies if—

(a) the transferred company transfers a trade to another company (“the
successor company’’) within the period of 8 years beginning 3 years
before the change in ownership,

(b) the transfer is a transfer to which Chapter 1 of Part 22 applies, and

(c) the transferred company and the successor company are not related
to one another both immediately before the change in ownership and
at the time of the transfer.

(2) A loss made by the transferred company in the transferred trade in an
accounting period beginning before the change in ownership may not
be deducted under section 45A or 303C from the relevant profits of an
accounting period of the successor company ending after the change in
ownership.

(3) Profits of an accounting period of the successor company ending after the
change in ownership are “relevant profits” if and so far as—

(a) they arise before the 5th anniversary of the end of the accounting
period of the transferred company in which the change in ownership
occurs, and

(b) they cannot fairly and reasonably be attributed to the carrying on by
the successor company of the transferred trade.

(4) If an accounting period of the transferred company begins before, and ends
after the change in ownership, then for the purposes of subsection (2)—

(a) the accounting period is treated as two separate accounting period,
the first ending with the change and the second consisting on the
remainder of the period, and

(b) aloss made in the trade in the accounting period is apportioned to
the two periods.
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(5) If an accounting period of the successor company begins before, and ends
after, the anniversary mentioned in subsection (3), then for the purposes of
that subsection—

(a) the accounting period is treated as two separate accounting periods,
the first ending with that date and the second consisting of the
remainder of the period, and

(b) the profits of the accounting period are apportioned to the two
periods.

(6) Any apportionment under subsection (4)(b) or (5)(b) is to be made on a
time basis according to the respective lengths of the two deemed accounting
periods.

(7) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

Restriction on surrender of trade losses carried forward on transfer of trade

676E(Q) This section applies if—

(a) the transferred company or a co-transferred company transfers a
trade to another company (“the successor company”) within the
period of 8 years beginning 3 years before the change in ownership,

(b) the transfer is a transfer to which Chapter 1 of Part 22 applies, and

(c) another company (“the claimant company”) would, apart from this
section, be eligible under Part 5A to make a relevant claim for group
relief for carried-forward losses.

(2) For the purposes of this section a claim for group relief for carried forward-
losses is a relevant claim if it is—

(a) for an accounting period ending after the change in ownership, and
(b) in respect of an amount surrendered by the successor company
which is an amount of a loss—
(i) made in the trade by the transferred company or the co-
transferred company in an accounting period beginning
before the change in ownership, and

(i1) carried forward to the surrender period of the successor
company under section 45A(3), 303B(2) or 303D(3).

(3) The general rule is that the relief is not available.

(4) Subsection (3) does not affect the giving of group relief for carried-forward
losses by the making of a deduction under section 188CK(1) from the total
profits of the claimant company which arise after the Sth anniversary of the
end of the accounting period of the transferred company in which the change
in ownership occurs.

(5) Subsection (3) does not affect the availability of relief under Part 5A if
immediately before the change in ownership the group condition was met in
relation to the claimant company and the transferred company.

(6) If an accounting period of the transferred company or co-transferred
company begins before, and ends after the change in ownership, then for the
purposes of subsection (2)(b)—
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(a) the accounting period is treated as two separate accounting period,
the first ending with the change and the second consisting on the
remainder of the period, and

(b) aloss made in the trade in the accounting period is apportioned to
the two periods.

(7) If an accounting period of the claimant company begins before, and ends
after, the anniversary mentioned in subsection (4), then for the purposes of
that subsection—

(a) the accounting period is treated as two separate accounting period,
the first ending with that date and the second consisting of the
remainder of the period, and

(b) the profits of the accounting period are apportioned to the two
periods.

(8) Any apportionment under subsection (6)(b) or (7)(b) is to be made on a
time basis according to the respective lengths of the two deemed accounting
periods.

(9) But if that method of apportionment would work unjustly or unreasonably
in any case, such other method is to be used as is just and reasonable.

Indirect transfers of a trade

676ED1) Subsections (2) and (3) apply if a trade transferred by the transferred
company or a co-transferred company is transferred on a subsequent
occasion to another company.

(2) The transferred company or (as the case may be) the co-transferred company
is to be treated for the purposes of this Chapter—

(a) as having transferred the trade to that other company, and

(b) as having done so at the time it was actually transferred to that other
company.

(3) The deemed transfer is to be treated for the purposes of this Chapter as a
transfer to which Chapter 1 of Part 22 applies if the actual transfer to the
other company was a transfer to which that Chapter applies.

(4) Subsections (5) and (6) apply if—
(a) a trade (“the original trade”) is transferred by the transferred
company or a co-transferred company,

(b) the activities of the original trade are included in the activities of
another trade (“the composite trade”), and

(c) the composite trade is transferred to another company.

(5) The transferred company or (as the case may be) the co-transferred company
is to be treated for the purposes of this Chapter—
(a) as having transferred the original trade to that other company, and
(b) as having done so at the time the composite trade was actually
transferred to that other company.

(6) The deemed transfer is to be treated for the purposes of this Chapter as a
transfer to which Chapter 1 of Part 22 applies if the transfer of the composite
trade to the other company was a transfer to which that Chapter applies.
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Interpretation of Chapter

676Ef) Section 940B (meaning of “transfer of trade” and related expressions)
applies for the purposes of this Chapter as it applies for the purposes of
Chapter 1 of Part 22.

(2) In this Chapter “co-transferred company” means any company which is
related to the transferred company both immediately before and immediately
after the change in ownership.

(3) For the purposes of this Chapter any two companies (“T”) and (“C”) are
“related” to one another at any time when—

(a) the group condition is met in relation to T and C, or
(b) any of consortium conditions 1 to 4 is met in relation to T and C,

(whether on the assumption that T is the claimant company and C is the
surrendering company or vice versa).

(4) In this Chapter—

“consortium condition 17 is to be interpreted in accordance with
section 188CF,

“consortium condition 2” is to be interpreted in accordance with
section 188CG,

“consortium condition 3” is to be interpreted in accordance with
section 188CH,

“consortium condition 4” is to be interpreted in accordance with
section 188CI,

“the group condition” is to be interpreted in accordance with
section 188CE.””

80 (1) Section 677 (introduction to Chapter 3) is amended as follows.
(2) In subsection (3), for “6” substitute “ 8 ™.
(3) In subsection (5), for “6” substitute “ 8 ”.

(4) The amendments made by this paragraph do not have effect unless both the change
in ownership referred in section 677(1) and the major change in the nature or conduct
of a business referred to in section 677(3) occur on or after 1 April 2017.

81 (1) Section 681 (restriction on relief for non-trading loss on intangible fixed assets) is
amended as follows.

(2) In subsection (3)(b), for “debit of” substitute ““ loss on intangible fixed assets for ”.
82 (1) Section 685 (apportionment of amounts) is amended as follows.

(2) In subsection (2), in column 1 of row 4 in the table, for the words from “of CTA
2009 to the end substitute *“, 463G(6) or 463H(4) of CTA 2009.

(3) In subsection (2), in column 1 of row 6 of the table, for “debit of”” substitute “ loss
on intangible fixed assets for ”.

(4) Where the change in ownership referred to in section 677(1) occurs before 13 July
2017 this paragraph has effect as if sub-paragraph (2) provided as follows—
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83

84

85

86

87

“(2) In subsection (2), in column 1 of row 4 in the table, for the words from “of
CTA 2009 to the end substitute “or 463G(6) of CTA 2009.”

(1) In section 690 (meaning of “significant increase in the amount of a company's capital:
amount B), in subsection (3) for “3” substitute “ 5 ™.

(2) The amendment made by this paragraph does not have effect unless the change in
ownership referred in section 677(1) occurs on or after 1 April 2017.

(1) Section 692 (introduction to Chapter 4) is amended as follows.

(2) In subsection (1), for paragraph (b) substitute—
“(b) the following are met—
condition 1, and
conditions 2 and 3 or condition 4.”

(3) In subsection (4)(a), for “3” substitute “ 5 .
(4) After subsection (4) insert—

“(4A) Condition 4 is that a chargeable gain on a disposal of an asset within the
period of 5 years beginning immediately after the change in ownership (or
an amount of such a gain) is treated as accruing to the company by virtue of
an election under section 171A of TCGA 1992 (election to reallocate gain
or loss to another member of the group).

(Accordingly, references in this Chapter to the accrual of a relevant gain are
to be read in the light of section 171B(2) and (3) of TCGA 1992.)”

(5) In subsection (7), in the definition of “the relevant gain”, for “within subsection (4)
(a) or (b)” substitute “ (or amount of a gain) within subsection (4)(a) or (b) or (4A) ™.

(6) The amendments made by this paragraph do not have effect unless the change in
ownership referred to in section 692(1) occurs on or after 1 April 2017.

In section 696 (restriction of debits to be brought into account), in subsection (4)
(b), after “461” insert “ or 463B(1)(a) .

(1) Section 702 (apportionment of amounts) is amended as follows.

(2) In subsection (2), in column 1 of row 5 of the table, for the words from “of CTA
2009 to the end substitute “, 463G(6) or 463H(4) of CTA 2009.

(3) In subsection (2), in column 1 of row 7 of the table, for “debit of”” substitute “ loss
on intangible fixed assets for ™.

(4) Where the change in ownership referred to in section 692(1) occurs before 13 July
2017 this paragraph has effect as if sub-paragraph (2) provided as follows—

“(2) In subsection (2), in column 1 of row 5 in the table, for the words from “of
CTA 2009 to the end substitute “or 463G(6) of CTA 2009.”

(1) Section 704 (company carrying on UK property business) is amended as follows.
(2) In subsection (2), for “3” substitute “ 5 .

(3) In subsection (10), in the words after paragraph (b), for “3” substitute “ 5 .
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88

89

90

91

92

(4) The amendments made this paragraph do not have effect unless both the change in
ownership referred in section 704(1) and the major change in the nature or conduct
of a trade or business referred to in section 704(2) occur on or after 1 April 2017.

(1) Section 705 (company carrying on overseas property business) is amended as
follows.

(2) In subsection (2), for “3” substitute “ 5 ”.
(3) In subsection (9), in the words after paragraph (b), for “3” substitute “ 5 .

(4) The amendments made by this paragraph do not have effect unless both the change
in ownership referred in section 705(1) and the major change in the nature or conduct
of a trade or business referred to in section 705(2) occur on or after 1 April 2017.

In section 719 (meaning of “change of ownership of a company”), after
subsection (4) insert—

“(4A) For the purposes of Chapters 2A to 2D there is also a change in the ownership
of a company (“C”) if, as a result of the acquisition by a person of a
holding of the ordinary share capital of the company, the group condition
(as defined in section 188CE) is met in relation to C and another company
(“A”) (which was not a member of the same group of companies as C before
the acquisition).

In this subsection the reference to membership of a group of companies is
to be interpreted in accordance with section 188FB.”

In section 721 (when things other than ordinary share capital may be taken into
account), in subsection (4), in the words before paragraph (a), after “2,” insert
2A, 2B, 2C, 2D, .

In section 727 (extended time limit for assessment) for “3” substitute “ 5 .

Deduction buying
(1) Section 730C of CTA 2010 is amended as follows.

(2) In subsection (2)—
(a) omit “or” at the end of paragraph (a),
(b) after paragraph (b) insert , or
(c) Chapter 3 of Part 5SA (group relief for carried-forward
losses).”

(3) In subsection (3), for “A deductible amount that meets conditions A and B” substitute
“In the case of a relevant claim within subsection (2)(a) or (b), a deductible amount
that meets conditions A and B (a “restricted deductible amount™) .

(4) After subsection (3) insert—

“(3A) A relevant claim within subsection (2)(c) may not be made in respect of a
loss or other amount which has been carried forward under any provision
mentioned in paragraphs (a) to (e) of section 188BB(1), so far as that amount
is made up of an amount which was (in a previous accounting period) a
restricted deductible amount.”

(5) In subsection (4)—
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(a) for “subsection (3) does” substitute ““ subsections (3) and (3A) do ”, and
(b) for “the claim” substitute “ or as a result of, the claim concerned ”.

(6) After subsection (7) insert—

“(7A) For the purposes of determining how much of an amount carried forward
as mentioned in subsection (3A) is made up of an amount which was (in
a previous accounting period) a restricted deductible amount, assume that
in previous accounting periods amounts have been brought into account as
deductions (see section 730B(2)) in the order that results in the greatest
amount being excluded by subsection (3A).”

(7) The amendments made by this paragraph do not have effect if the relevant day (as
defined in section 730B(1) of CTA 2010) is before 1 April 2017.

PART 10

NORTHERN IRELAND TRADING LOSSES ETC

93 Part 8B of CTA 2010 (trading profits taxable at the Northern Ireland rate) is
amended as follows.

94 In the italic heading before section 357JB for “section 37” substitute “ Chapter 2
of Part 4 ”.
95 For sections 357JB to 357JE substitute—

“357JB Availability of relief

(1) The references in section 37 and sections 45A to 45F (relief for trade losses)
to a loss are, where a company carrying on a trade in an accounting period
has Northern Ireland losses of the trade or mainstream losses of the trade,
references to those Northern Ireland losses or mainstream losses.

(2) If a company has a Northern Ireland loss and a mainstream loss in the same
accounting period, sections 37 and 45A to 45F have effect in relation to each
of those losses separately.

(3) If by reason of this section a company is entitled under section 37(2), 45A(5),
45B(5) or 45F(2) to make a claim in relation to a Northern Ireland loss (or
an amount of such a loss) and a claim in relation to a mainstream loss (or an
amount of such a loss), the company may make—

(a) one of those claims only, or
(b) both of those claims in either order.

(4) Where—
(a) relief is given under section 37, 45A, 45B or 45F for a Northern
Ireland loss (or an amount of such a loss), and

(b) the profits against which the relief is given includes some profits of
the trade that are Northern Ireland profits and some that are not,

the reliefis given first, so far as possible, against the Northern Ireland profits.

(5) Where—
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(a) relief is given under section 37, 45, 45A, 45B or 45F for a loss (or
an amount of a loss) that is not a Northern Ireland loss, and
(b) the profits against which the relief is given include some profits of
the trade that are Northern Ireland profits and some that are not,
the relief is given first, so far as possible, against the profits that are not
Northern Ireland profits.

357JC Restriction on deductions

(1) Subsection (2) applies where—

(a) relief is given under section 37 for a Northern Ireland loss (“the
loss™),

(b) the profits against which the relief is given include profits that are
not Northern Ireland profits, and

(c) atany time during the accounting period for which the reliefis given
(“the profit period”) the Northern Ireland rate is lower than the main
rate.

(2) The reference in section 37(4) to “the amount of the loss” is to the restricted
deduction for the loss, as determined under section 357JJ (restricted
deduction where Northern Ireland rate lower than main rate).

(3) Subsection (4) applies where—

(a) relief is given under section 45A, 45B or 45F for an amount of a
Northern Ireland loss (“the loss™),

(b) the profits against which the relief is given include profits that are
not Northern Ireland profits, and

(c) atany time during the accounting period for which the relief'is given
(“the profit period”), the Northern Ireland rate is lower than the main
rate.

(4) The reference in section 45A(6), 45B(4) or (as the case may be) 45F(5) to
“the unrelieved amount” is to so much of that amount as is equal to the
restricted deduction for the loss, as determined under section 357JJ.”

96 After section 357JH insert—
“Loss relief in relation to Northern Ireland profits and losses: Part 54

357JHA Availability of relief

(1) The reference in section 188BB(1)(a) (group relief for carried-forward
losses: surrendering of carried-forward losses and other amounts) to a loss
carried forward to an accounting period of a company under section 45A(4)
is, where a company has Northern Ireland losses or mainstream losses carried
forward to an accounting period under that section, a reference to those
Northern Ireland losses or mainstream losses.

(2) Where—
(a) acompany makes a claim for group relief for carried-forward losses

under Part 5A in relation to a surrenderable amount that is a Northern
Ireland loss, and
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(b) the profits against which the relief is claimed include some profits
that are Northern Ireland profits and some that are not,

the relief in relation to that surrenderable amount is given first, so far as
possible, against the Northern Ireland profits.

(3) Where—
(a) acompany makes a claim for group relief for carried-forward losses
under Part 5A in relation to a surrenderable amount that is not a
Northern Ireland loss, and
(b) the profits against which the relief is claimed include some profits
that are Northern Ireland profits and some that are not,

the relief in relation to that surrenderable amount is given first, so far as
possible, against the profits that are not Northern Ireland profits.

357JHB Restriction on deductions

(1) Subsection (2) applies where—
(a) acompany makes a claim for group relief for carried-forward losses
under Part SA in relation to a surrenderable amount that is a Northern
Ireland loss (“the loss™),
(b) the profits against which the relief is claimed include profits that are
not Northern Ireland profits, and

(c) at any time during the accounting period for which the relief is
claimed (“the profit period”), the Northern Ireland rate is lower than
the main rate.

(2) In section 188CK(2) and (4) (amount of deduction)—

(a) the reference in paragraph (a) to “an amount equal to” the
surrendering company's surrenderable amounts is, so far as those
surrenderable amounts comprise the loss, to the restricted deduction
for the loss, as determined under section 357JJ (restricted deduction
where Northern Ireland rate lower than main rate);

(b) the reference in paragraph (b) to “an amount equal to” part of the
surrendering company's surrenderable amounts is, so far as that
part comprises the loss, to the restricted deduction for the loss, as
determined under section 357JJ.

357JHC Modifications of Chapter 4 of Part SA

(1) Chapter 4 of Part SA (limitations on group relief for carried-forward
losses: claims under section 188CB) has effect, in relation to a claim under
section 188CB in relation to surrenderable amounts that include a Northern
Ireland loss, subject to the following provisions of this section.

(2) In section 188DB(1) (limitation on amount of group relief for carried-
forward losses applying to all claims under section 188CB)—

(a) paragraphs (a) and (b) are treated as imposing separate limits;

(b) the limit in paragraph (a) on the amount of group relief for carried-
forward losses to be given on a claim under section 188CB has effect
as a limit on the amount of losses and other surrenderable amounts
in relation to which relief is to be given on the claim;
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(c) the limit in paragraph (b) on the amount of group relief for carried-
forward losses to be given on a claim under section 188CB has effect
as a limit on the amount of the deduction to be made as a result of
the claim.

(3) In section 188DC(6)(b) (unused part of the surrenderable amounts), and in
section 188DF(2) so far as it applies in relation to section 188DC, references
to the amount of group relief for carried-forward losses given on a claim are
to the amount of losses and other surrenderable amounts in relation to which
relief is given on the claim.

(4) In section 188DE(4)(b) (previously claimed group relief for carried-
forward losses), and in section 188DF(2) so far as it applies in relation to
section 188DE, references to the amount of group relief for carried-forward
losses given on a claim are to the amount of the deduction made as a result
of the claim.

(5) In section 188DH (limitation on group relief for carried-forward losses
where claim under section 188CB is based on consortium condition 1), the
limit in subsection (2) on the amount of group relief for carried-forward
losses to be given on a claim has effect as a limit on the amount of the
deduction to be made as a result of the claim.

(6) In section 188DL (limitation on group relief for carried-forward losses where
claim under section 188CB is made by member of a group of companies)—
(a) the reference in subsection (3)(a) to the maximum amount of
group relief for carried-forward losses that could be claimed by the
claimant company has effect as a reference to the maximum amount
of the deduction that could be made as a result of claims by the
claimant company, and

(b) the reference in subsection (3)(b) to the maximum amount of group
relief under Part 5 that could be claimed by the claimant company
has effect as a reference to the maximum amount of the deduction

that could be made as a result of claims by the claimant company.

357JHD Modifications of Chapter 5 of Part SA

(1) Chapter 5 of Part SA (limitations on group relief for carried-forward
losses: claims under section 188CC) has effect, in relation to a claim under
section 188CC in relation to surrenderable amounts that include a Northern
Ireland loss, subject to the following provisions of this section.

(2) In section 188EB(1) (limitation on amount of group relief for carried-
forward losses applying to all claims under section 188CC)—
(a) paragraphs (a), (b) and (c) are treated as imposing separate limits;
(b) the limit in paragraph (a) on the amount of group relief for carried-
forward losses to be given on a claim under section 188CC has effect
as a limit on the amount of losses and other surrenderable amounts
in relation to which relief is to be given on the claim;

(c) the limits in paragraphs (b) and (c) on the amount of group relief for
carried-forward losses to be given on a claim under section 188CC
have effect as limits on the amount of the deduction to be made as
a result of the claim.
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(3) In section 188EC(6) and (8)(b) (unused part of the surrenderable amounts
attributable to the specified-loss making period), and in section 188EG(2)
so far as it applies in relation to section 188EC, references to the amount of
group relief for carried-forward losses given on a claim are to the amount of
losses and other surrenderable amounts in relation to which relief is given
on the claim.

(4) In section 188EE(4)(b) (previously claimed group relief for carried-forward
losses), and in section 188EG(2) so far as it applies in relation to
section 188EE, references to the amount of group relief for carried-forward
losses given on a claim are to the amount of the deduction made as a result
of the claim.

(5) In section 188EI (condition 4: companies in link company's group), the limit
in subsections (2) and (3) on the amount of group relief for carried-forward
losses to be given on a claim has effect as a limit on the amount of the
deduction to be made as a result on the claim.

(6) In section 188EK (condition 3 or 4: surrendering company in group of
companies), the reference in subsection (4) to the maximum amount of
group relief for carried-forward losses that could be given has effect as a
reference to the maximum amount of losses and other surrenderable amounts
in relation to which relief could be given.”

97 In section 357]J (restricted deduction: Northern Ireland rate lower than main rate)—
(a) in subsection (1) for “357JC(2), 357JE(2) or 357JG(2)” substitute “
357JC(2) or (4), 357JG(2) or 357JHB(2) ”, and
(b) in subsection (6) for “section 357JC(1), 357JE(1) or 357JG(1)” substitute
“357JC(1) or (3), 357JG(1) or 357JHB(1) ™.

98 In section 357RF (losses of film trade: restriction on use of losses while film is in
production) in subsection (2) for “subsection (2)” substitute *“ subsections (2) and
(3) ”.

99 In section 357RG (losses of film trade: use of losses in later periods) in

subsection (3) after “subsections (5)” insert ““, (5A) ™.

100 In section 357SF (losses of television programme trade: restriction on use of losses
while programme in production) in subsection (2) for “subsection (2)” substitute
subsections (2) and (3) ™.

101 In section 357SG (losses of television programme trade: use of losses in later
periods) in subsection (3) after “subsections (5)” insert “, (5SA) ”.

102 In section 357TF (losses of video game trade: restriction on use of losses while
video game in development) in subsection (2) for “subsection (2)” substitute “
subsections (2) and (3) ™.

103 In section 357TG (losses of video game trade: use of losses in later periods) in
subsection (3) after “subsections (5)” insert «“, (5A) ™.

104 In section 357UF (losses of theatrical trade: restriction on use of losses before
completion period) in subsection (2) for “subsection (2)” substitute “ subsections
(2)and (3) .
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105 In section 357UO (losses of orchestral trade: restriction on use of losses before
completion period) in subsection (2) for “subsection (2)” substitute ““ subsections
(2)and (3) .

PART 11

MINOR AND CONSEQUENTIAL AMENDMENTS

ICTA
106 (1) Section 826 of ICTA (interest on tax overpaid) is amended as follows.

(2) After subsection (7A) insert—

“(7AA) In any case where—

(a) acompany ceases to carry on a trade in an accounting period (“the
terminal period”),

(b) as aresult of a claim under section 45F of CTA 2010, the whole or
any part of a loss made in the trade is relieved for the purposes of
corporation tax against profits (of whatever description) of an earlier
accounting period (“the earlier period”’) which does not fall wholly
within the period of 12 months immediately preceding the terminal
period, and

(¢) arepayment falls to be made of corporation tax paid for the earlier
period or of income tax in respect of a payment received by the
company in that accounting period,

then, in determining the amount of interest (if any) payable under this section
on the repayment referred to in paragraph (c) above, no account shall be
taken of so much of the amount of that repayment as falls to be made as a
result of the claim under section 45F, except so far as concerns interest for
any time after the date on which any corporation tax for the terminal period
became (or, as the case may be, would have become) due and payable, as
mentioned in subsection (7D) below).”

(3) In subsection (7D) (meaning of references to the date on which corporation tax
became payable) after “(7A),” insert “ (7TAA), ”.

(4) In subsection (7E) (power conferred by section 59E of TMA 1970 not to include
power to change the meaning of references to the date on which corporation tax
became payable) after “(7A),” insert “ (7TAA) ™.

FA4 1998

107 Schedule 18 to FA 1998 (company tax returns, assessments and related matters) is
amended in accordance with paragraphs 108 to 122.

108 In paragraph 61(1)(c) (consequential claims etc arising out of certain Revenue
amendments or assessments), in the words in brackets, after “relief” insert “ or
group relief for carried-forward losses ™.

109 In the heading of Part 8 (claims for group relief) at the end insert “ and group relief
for carried-forward losses ™.

110 For paragraph 66 (introduction to Part 8) substitute—
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“66 (1) This Part of this Schedule applies to—

(a) claims for group relief under Part 5 of the Corporation Tax Act 2010,
and

(b) claims for group relief for carried-forward losses under Part SA of
that Act.

(2) In this Part of this Schedule (except where otherwise indicated)—
(a) references to “relief” are to either of those forms of relief, and

(b) references to “a claim” are to a claim for either of those forms of
relief.”

111 In paragraph 67 (claim to be included in company tax return) omit “for group relief”.

112 (1) Paragraph 68 (content of claims) is amended as follows.
(2) In sub-paragraph (1), in the words before paragraph (a), omit “for group relief”.
(3) After sub-paragraph (4) insert—

“(5) A claim for group relief for carried-forward losses made under
section 188CB of the Corporation Tax Act 2010 must also state whether or
not there is a company mentioned in sub-paragraph (6) that was not resident
in the United Kingdom in either or both of the following periods—

(a) the accounting period of the surrendering company to which the
claim relates,

(b) the corresponding accounting period of the claimant company.

(6) Those companies are the claimant company, the surrendering company and
any other company by reference to which—
(a) the claimant company and the surrendering company are members
of the same group,
(b) consortium condition 1 in section 188CF or consortium condition 2
in section 188CG of the Corporation Tax Act 2010 is satisfied in the
case of the claimant company and the surrendering company.

(7) A claim for group relief for carried forward-losses made under
section 188CC of the Corporation Tax Act 2010 must also state whether or
not there is a company mentioned in sub-paragraph (8) that was not resident
in the United Kingdom in any or all of the following periods—

(a) the specified loss-making period of the surrendering company,

(b) the accounting period of the surrendering company to which the
surrender relates,

(¢) the accounting period of the claimant company that corresponds
with the period mentioned in paragraph (b).

(8) Those companies are the claimant company, the surrendering company
and any other company by reference to which consortium condition 3 in
section 188CH or consortium condition 4 in section 188CI is satisfied in the
case of the claimant company and the surrendering company.”

113 (1) Paragraph 69 (claims for more or less than the amount available for surrender) is
amended as follows.

(2) In subsection (1) omit “for group relief”.
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(3) In subsection (3), in the first step, after “Part 5 insert “ or (as the case may be) Part
SA”.

114 (1) Paragraph 70 (consent to surrender) is amended as follows.
(2) For sub-paragraph (1) substitute—

“(1) In accordance with Requirement 1 in section 130(2), 135(2), 188CB(3) or
(as the case may be) 188CC(3) of the Corporation Tax Act 2010, a claim
requires the consent of the surrendering company.”

(3) In sub-paragraph (4) omit “for group relief”.

(4) In sub-paragraph (6)—
(a) after “means” insert “—
(@),
(b) at the end insert—

[13
b

(b) a claim for group relief for carried-forward losses under
section 188CB of that Act based on consortium condition 1
or 2 (see Requirement 3 in that section), and

(c) a claim for group relief for carried-forward losses under
section 188CC of that Act based on consortium condition 3
or 4 (see Requirement 3 in that section).”

115 In Paragraph 71 (notice of consent) after sub-paragraph (1) insert—

“(1A) Notice of consent given in respect of a claim for carried-forward losses made
under section 188CC of the Corporation Tax Act 2010 must also state which
accounting period of the surrendering company is the specified loss-making
period.

Otherwise the notice is ineffective.”

116 After paragraph 71 insert—

“Notice of consent: additional requirements where
claim is for group relief for carried-forward losses

71A (1) Where notice of consent by the surrendering company is given in respect of a
claim for carried-forward losses, the notice must comply with the additional
requirements in this paragraph.

Otherwise the notice is ineffective.

(2) The notice must identify the particular losses and other amounts carried
forward to the surrender period that are to be treated as surrendered in
satisfaction of the claim.

(3) The notice must identify a loss or other amount by specifying—
(a) the provision of the Corporation Tax Act 2009 or the Corporation
Tax Act 2010 under which it was carried forward to the surrender
period, and
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117

118

119

120

121

122

(b) inacase where the surrendering company is owned by a consortium,
the accounting period of the surrendering company to which the loss
or other amount is attributable.

(4) Section 153 of the Corporation Tax Act 2010 (companies owned by
consortiums) applies for the purposes of this paragraph.”

(1) Paragraph 72 (notice of consent requiring amendment of return) is amended as
follows.

(2) For sub-paragraph (1) substitute—

“(1) Where notice of consent by the surrendering company relates to a loss or
other amount in respect of which corporation tax relief has been given to
the company for any accounting period, the company must at the same time
amend its company tax return for that accounting period so as to reflect the
notice of consent.”

(3) Omit sub-paragraph (2).

(4) In sub-paragraph (3) omit “or (2)”.

(5) In sub-paragraph (4) omit “or (2)”.

(1) Paragraph 73 (withdrawal or amendment of claim) is amended as follows.

(2) In sub-paragraph (1) omit “for group relief”.

(3) In sub-paragraph (2) omit “for group relief”.

(1) Paragraph 74 (time limit for claims) is amended as follows.

(2) In sub-paragraph (1), in the words before paragraph (a), omit “for group relief”.
(3) In sub-paragraph (2) omit “for group relief”.

(4) In sub-paragraph (3) omit “for group relief”.

(5) In sub-paragraph (4) omit “for group relief” in both places those words occur.
(1) Paragraph 75A (assessment on other claimant companies) is amended as follows.
(2) In sub-paragraph (2) omit “group”.

(3) In sub-paragraph (6) omit “for group relief”.

(1) Paragraph 76 (assessment to recover excessive relief) is amended as follows.
(2) In the italic heading omit “group”.

(3) In sub-paragraph (1) omit “group”.

(1) Paragraph 77 (joint amended returns) is amended as follows.

(2) In sub-paragraph (1)—
(a) in paragraph (a) omit “for group relief”, and
(b) in paragraph (b) omit “group” in the second and third places that word
occurs.

(3) In sub-paragraph (3), in paragraph (a), omit “for group relief”.
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CAA 2001
123 CAA 2001 is amended as follows.

124 (1) Section 212Q (restrictions on capital allowance buying when there are postponed
allowances) is amended as follows.

(2) In subsection (4) after “37,” insert “ 45A, .

(3) In subsection (6)—
(a) after “may not be set off” insert “ by a company (“the claimant company™) ”,

(b) after “CTA 2010” insert “ or group relief for carried forward losses in
accordance with Part SA of CTA 2010 ”, and

(¢c) omit “by a company (“the claimant company’)”.

125 In section 138 (deferment of balancing charge arising when there is a disposal event
in respect of a ship: limit on amount of deferral) in subsection (2)(b) after “45”
insert ““, 45A or 45B .

Textual Amendments
F1  Sch. 4 para. 126 repealed (with effect in accordance with s. 33(5) of the amending Act) by Finance Act
2019 (c. 1), s. 33(2)(c)(xiii)(a)

Energy Act 2004

127 In section 27 of the Energy Act 2004 (tax exemption for NDA activities) in
subsection (1)(b) for the words from “relieved” to the end substitute “—

(1) relieved under section 37, 45, 45A, 45B or 45F of the
Corporation Tax Act 2010 (relief for trading losses),

(i1) surrendered under Part 5 of that Act (group relief), or

(iii) surrendered under Part SA of that Act (group relief for
carried-forward losses).”

CTA 2009
128 CTA 2009 is amended as follows.
129 In section 39(3) (losses of mines, quarries and other concerns)—

(a) omit “and”, and
(b) after “(group relief)” insert “ and Part SA of that Act (group relief for
carried forward losses) .

130 (1) Section 364 (group relief claims involving impaired or released consortium debts)
is amended as follows.

(2) In subsection (4) at the end insert *“, and

“group relief” means—

(a) group relief under Part 5 of CTA 2010 (see section 97(2) of that
Act), and


http://www.legislation.gov.uk/id/ukpga/2019/1
http://www.legislation.gov.uk/id/ukpga/2019/1
http://www.legislation.gov.uk/id/ukpga/2019/1/section/33/2/a
http://www.legislation.gov.uk/id/ukpga/2019/1/section/33/2/c/xiii
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(b) group relief for carried-forward losses under Part SA of CTA 2010
(see section 188 AA(4) of that Act).”

(3) In subsection (5) for “or 144” substitute *“, 144 or 188DH ”.

131 In section 371 (group relief claims involving impaired or released consortium debts:
interpretation) for the definition of “group relief” substitute—

13333

group relief” has the meaning given by section 364(4),”.

132 In section 387 (treatment of deficit on basic life assurance and general annuity
business: introduction) in subsection (1) for “Chapter 16 substitute “ Chapters 16
and 16A ”.

133 (1) Section 1048 (treatment of deemed trading loss under section 1045) is amended as

follows.

2

(2) In subsection (1) at the end insert “ (“the deemed loss-making period”) ™.

(3) In subsection (3)—
(a) before paragraph (a) insert—
“(za) the deemed loss-making period begins before 1 April 20177,

(b) in paragraph (a) for “the accounting period” substitute * the deemed loss-
making period ”.

(4) After subsection (4) insert—

“(4A) Subsection (4B) applies if—
(a) the deemed loss-making period begins on or after 1 April 2017,
(b) the company—

(i) begins to carry on a trade in the deemed loss-making period
which it continues to carry on in the following accounting
period, or

(i1) begins to carry on a trade in an accounting period after the
deemed-loss making period, and

(c) the trade is derived from the research and development in relation
to which the relief mentioned in subsection (1) was obtained.

(4B) In that case, so far as—
(a) the company has not obtained relief in respect of the trading loss
under any other provision, and
(b) the loss has not been surrendered under Part 5 of CTA 2010 (group
relief) (surrender of relief to group or consortium members),

the trading loss is to be treated as if it were a loss of that trade brought forward
under the relevant provision (see subsection (4C)) to the relevant period (see
subsection (4D).

(4C) In subsection (4B) “the relevant provision” is—
(a) section 45A(4) of CTA 2010 if—

(i) the trade is not a ring fence trade within the meaning of Part
8 of CTA 2010 (see section 277 of that Act), and

(ii) relief under section 37 of CTA 2010 would not be
unavailable by reason of section 44 of that Act for a loss
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144

(assuming there was one) made in the trade in the relevant
period (see subsection (4D), and
(b) section 45B(2) of CTA 2010 if either of the conditions in
paragraph (a) is not met.

(4D) In subsection (4B) and (4C) “the relevant period”” means—

(a) in a case where the company began the trade in the deemed loss-
making period and continued to carry on the trade in the following
accounting period, that following accounting period, and

(b) ina case where the company began the trade in an accounting period

after the deemed loss-making period, the accounting period in which
the company began the trade.”

(5) In subsection (5) for “Subsection (4) is” substitute “ Subsections (4) and (4B) are ”.

In section 1056 (amount of trading loss which is “unrelieved”)—
(a) in subsection (2)(c) after “Part 5 insert *“ or Part 5SA ”, and
(b) in subsection (3)(a) after “45” insert ““, 45A or 45B .

In section 1062(2) (restriction on losses carried forward where R&D tax credit
claimed)—

(a) for “section 45” substitute “ sections 45, 45A and 45B 7, and
(b) omit “trading” in the second place that word occurs.

In section 1116 (meaning of “the actual reduction in tax liability”) in subsection (4)
after “Part 5 insert ““ or Part 5A ™.

In section 1153 (amount of loss which is “unrelieved”)—

(a) in subsection (1)(c) after “Part 5” insert *“ or Part SA ”, and

(b) in subsection (2)(a) after “45” insert ““, 45A, 45B .
In section 1158(2) (restriction on losses carried forward where land remediation tax
credit claimed)—

(a) for “section 45” substitute “ sections 45, 45A and 45B ”, and

(b) omit “trading” in the second place that word occurs.

In section 1201 (film tax credit claimable if company has surrenderable loss) in
subsection (2B)(b) after “45” insert “ or 45B .

In section 1216CH (television tax credit claimable if company has surrenderable
loss) in subsection (4)(b) after “45” insert ““ or 45B .

In section 1217CH (video game tax credit claimable if company has surrenderable
loss) in subsection (4)(b) after “45” insert ““ or 45B .

In section 1217KA (theatre tax credits: amount of surrenderable loss) in
subsection (3)(b) after “45” insert “ or 45B .

In section 1217RH (orchestra tax credits: amount of surrenderable loss) in
subsection (3)(b) after “45” insert “ or 45B .

In section 1223 (carry forward expenses of management and other amounts), in
subsection (1)(b), after sub-paragraph (i) (as inserted by paragraph 6(2)(b)) insert—
“(ii) section 269ZD of CTA 2010 (restrictions on deductions

from total profits) has effect for the accounting period, or

(iii)”.
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CTA 2010
145 CTA 2010 1s amended as follows.

146 (1) Section 1 (overview of Act) is amended as follows.

(2) In subsection (2) (list of reliefs provided by Parts 4 to 7) after paragraph (f) insert—
“(fa) group relief for carried-forward losses (see Part 5A),”

(3) After subsection (2) insert—

“(2A) Part 7ZA contains provision restricting the amount of certain deductions
which may be made in calculating the profits of a company on which
corporation tax is chargeable.”

147 (1) Section 17 (interpretation of Chapter 4 of Part 2) is amended as follows.

(2) In subsection (2) (meaning of “carried-back amount”)—
(a) after paragraph (a) insert—
“(aa) an amount carried back under section 45F (relief for
terminal trade losses),”, and
(b) in paragraph (¢) after “459(1)(b)” insert ““ or 463B(1)(b) ”.

(3) In subsection (3) (meaning of “carried-forward amount”)—
(a) in paragraph (a) after “forward of” insert “ pre-1 April 2017,
(b) after paragraph (a) insert—
“(aa) an amount carried forward under section 45A (carry
forward of post 1-April 2017 trade loss against total profits),

(ab) anamount carried forward under section 45B (carry forward
of post-1 April 2017 trade loss against subsequent trade
profits),”, and

(c) in paragraph (i) after “457(3)” insert  , 463G(6) or 463H(4) .

148 (1) Section 46 (use of trade-related interest and dividends if insufficient trade profits)
is amended as follows.

(2) For subsection (1) substitute—

“(1) This section applies if in an accounting period a company carrying on a trade
makes a loss in the trade and either—

(a) relief for the loss could be given in a later accounting period under
section 45(4)(b) or 45B(4) but for the fact that there are no profits
of the trade of the later accounting period, or

(b) the amount of relief for the loss that could be given in a later
accounting period under section 45(4)(b) or 45B(4) is limited by
reason of the amount of profits of the trade of the later accounting
period.”

(3) In subsection (2) at the beginning insert “ For the purposes of section 45 and 45B, ”.

149 In section 47 (registered societies), in subsection (1), for “section 45” substitute
sections 45 and 45B ”.
150 In section 53 (leasing contracts and company reconstructions), in subsection (1)(e),

for “or 45” substitute *“, 45, 45A or 45B .
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154

155

In section 54 (non-UK resident company: receipts of interest, dividends or

royalties), in subsection (2), for “or 45” substitute “, 45, 45A or 45B .

(1) Section 56 (restriction on reliefs for limited partners) is amended as follows.

(2) In subsection (2)—
(a) in paragraph (a) after “37” insert ““ or 45A 7,
(b) omit “or” at the end of paragraph (a), and
(c) after paragraph (b) insert “, or
(¢) under Part 5A (group relief for carried-forward losses)”.

(3) In subsection (4)—
(a) after “37” insert “ or 45A ”, and
(b) after “5” insert “ or SA ”.

(1) Section 59 (restriction on relief for members of LLPs) is amended as follows.

(2) In subsection (2)—
(a) in paragraph (a) after “37” insert “ or 45A 7,
(b) omit “or” at the end of paragraph (a), and
(c) after paragraph (b) insert “, or
(c) under Part 5A (group relief for carried-forward losses)”.

(3) In subsection (4)—
(a) after “37” insert “ or 45A 7, and
(b) after “5” insert “ or SA ”.

(1) Section 61 (unrelieved losses of member of LLP brought forward) is amended as

follows.

(2) In subsection (1), in the words before paragraph (a), for “This section” substitute

Subsection (2) ”.
(3) After subsection (2) insert—
“(2A) Subsection (2B) applies if—

201

(a) acompany (“the member company”) carries on a trade as a member
of an LLP at a time during an accounting period (“the current
period”), and

(b) asaresult of section 59, relief under section 45A or Part 5A (group
relief for carried forward losses) has not been given for an amount
of loss made in the trade by the member company as a member of
the LLP in a previous accounting period.

(2B) For the purposes of determining the relief under section 45A or Part 5A to
be given to any company, the amount of loss is treated as having been made
by the member company in the current period so far as it is not excluded by
subsection (3) or (4).”

(4) In subsection (3)—

(a) after “37” insert “ or 45A 7, and
(b) after “Part 5” insert “ or Part 5A ”.

(1) Chapter 4 of Part 4 (property losses) is amended as follows.
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(2) In section 65 (UK furnished holiday lettings business treated as trade) for
subsection (4A) substitute—

“(4A) Chapter 2 applies as if the following were omitted—
(a) sections 37 to 44,
(b) the words “beginning before 1 April 2017” in section 45(1),
(c) sections 45A to 45H, and
(d) sections 48 to 54.

(4B) Any deduction made under section 45(4)(b) from the profits of the trade
treated as carried on under this section is to be ignored for the purposes of
section 269ZB (restriction on deductions from trading profits).”

(3) In section 67A (EEA furnished holiday lettings business treated as trade) for
subsection (5) substitute—

“(5) Chapter 2 applies as if the following were omitted—
(a) sections 37 to 44,
(b) the words “beginning before 1 April 2017” in section 45(1),
(c) sections 45A to 45H, and
(d) sections 48 to 54.

(5A) Any deduction made under section 45(4)(b) from the profits of the trade
treated as carried on under this section is to be ignored for the purposes of
section 269ZB (restriction on deductions from trading profits).”

156 (1) Section 95 (write-off of government investment: meaning of “carry forward losses”)
is amended as follows.

(2) In subsection (1), in Type 1, after “45,” insert “ 45A, 45B, .

(3) In subsection (2) after “(group relief)” insert “ or Part SA (group relief for carried
forward losses) .

157 In section 99 (surrendering of losses and other amounts) in subsection (1)(c) after
“16” insert ““ or 16A .

158 In section 104 (meaning of “non-trading loss on intangible fixed assets” for
purposes of section 99(1)(g)), for subsection (2) substitute—

“(2) But it does not include a loss treated as a non-trading loss on intangible fixed
assets for the surrender period as a result of section 753(3) of CTA 2009.”

159 In section 137 (giving of group relief: deduction from total profits) in subsection (5)
(list of deductions to be made after group relief is given)—

(a) omit “and” at the end of paragraph (b),
(b) in paragraph (c) for “or 459” substitute “, 459 or 463B ”, and
(c) after paragraph (c) insert ““, and
(d) under section 188CK (giving of group relief for carried-
forward losses: deductions from total profits)”.

160 In section 189(2) (relief for qualifying charitable donations) at the end insert “ and
group relief for carried-forward losses .

161 In section 269DA (surcharge on banking companies) in subsection (2) (calculation
of “surcharge profits”)—
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(a) in the formula, after “NBGR+” insert “ NBGRCF+ ”, and
(b) after the definition of “NBGR” insert—

“NBGRCF” is the amount (if any) of non-banking group relief for
carried-forward losses that is given in determining those taxable
total profits (see section 269DBA);”.

162 After section 269DB insert—

“269DBA Meaning of “non-banking group relief for carried-forward losses”

(1) In section 269DA(2) “non-banking group relief for carried-forward losses”
means group relief for carried-forward losses that relates to losses or other
amounts that the surrendering company has for a surrender period in relation
to which it is not a banking company.

(2) In this section “surrendering company” and “surrender period” have the
same meaning as in Part SA (see section 188FD).”

163 (1) Section 269DC (surcharge on banking companies: meaning of “non-banking or
pre-2016 loss relief) is amended as follows.

(2) In subsection (3)(b)—
(a) after “45” insert ““, 45A or 45B ”, and
(b) omit “trade” in the second place that word occurs.

(3) In subsection (4)(b)—
(a) after “457” insert “, 463G or 463H ”, and
(b) omit “non-trading”.

(4) Omit subsection (5).

164 In section 385 (sales of lessors: no carry back of loss against the income) in
subsection (2) after “periods)” insert “ or section 45F (relief for terminal trade
losses) ”.

165 In section 398D (sales of lessors: restrictions on use of losses etc) after

subsection (2) insert—

“(2A) Group relief for carried-forward losses is not to be given under Part SA
against so much of the total profits of A as are attributable to the carrying
on of the relevant activity.”

166 In section 427 (sales of lessors: no carry back of loss against the income) in
subsection (2) after “periods)” insert “ or section 45F (relief for terminal trade
losses) ”.

167 (1) Chapter 5 of Part 9 (sales of lessors: anti-avoidance provisions) is amended as
follows.

(2) In section 432 (introduction to section 433)—

(a) in subsection (1), in the words before paragraph (a), for “Section 433
applies” substitute ““ Sections 433 and 433 A apply ”, and

(b) in subsection (2) after “that section” insert “ and section 433A .

(3) In section 433 (restrictions on relief for expenses treated as incurred under Chapter 3
or 4)—
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(a) in subsection (3)—
(i) in paragraph (a) after “of” insert *“ pre-1 April 2017 ”,
(i1) after that paragraph insert—

“(ab) section 45B (carry forward of post-1 April 2017
trade loss against subsequent trade profits),”

(b) in subsection (5) after “profits)” insert “ or section 45A (carry forward of
trade loss against total profits) ”, and

(c) in subsection (6)—
(1) after “set off” insert “—
(a)”,
and
(i1) at the end insert “, or

(b) by way of group relief for carried-forward losses in
accordance with Chapter 2 of Part 5A (surrender of
company's carried forward losses)”.

(4) After section 433 insert—

“433A Restrictions not applying to the restricted loss amount

(1) Any deduction made under section 45 or 45B in respect of the restricted loss
amount is to be ignored for the purposes of the restriction in section 269ZB
(restriction on sum of deductions from trading profits).

(2) Any deduction made under section 62 or 63 in respect of the restricted loss
amount is to be ignored for the purposes of the restriction in section 269ZD
(restriction on sum of deductions from total profits).”

168 In section 599 (real estate investment trusts: calculation of profits) after
subsection (8) insert—

“(9) No account is to be taken of Part 7ZA of this Act (restrictions on obtaining
certain deductions in respect of carried-forward losses).”

169 In section 601 (availability of group reliefs to a group UK REIT) in subsection (2)—
(a) omit “and” at the end of paragraph (f), and
(b) after paragraph (g) insert “, and
(h) Part 5A of this Act (group relief for carried-forward
losses)”.

170 In section 705E (shell companies: restriction on relief for non-trading loss on
intangible fixed assets), in subsection (3)(b), for “debit of” substitute *“ loss on
intangible fixed assets for .

171 In section 705F(2) (shell companies: apportionment of amounts), in column 1 of
the table—
(a) inrow 4, after “457(1)” insert ““, 463G or 463H ”,
(b) inrow 4, omit “basic rule for deficits:”,
(¢) inrow 5, omit from “, but excluding” to the end, and
(d) inrow 6, omit from “and treated” to the end.
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Textual Amendments
F2  Sch. 4 para. 172 omitted (with effect in accordance with Sch. 10 para. 32 of the amending Act) by virtue
of Finance Act 2019 (c. 1), Sch. 10 para. 31(2)
173 (1) Section 888 (restrictions on leasing partnership losses) is amended as follows.

(2) In subsection (3) after “37” insert ““ or 45A .

(3) In subsection (4)—
(a) after “set off” insert “—
(@7,
and

(b) at the end insert “, or

(b) by way of group relief for carried-forward losses in
accordance with Chapter 2 of Part 5A (surrender of
company's carried-forward losses etc)”.

(4) In subsection (6) in the definition of “relevant loss relief provision”—
(a) in paragraph (a) after “of” insert ““ pre-1 April 2017 ”, and
(b) after that paragraph insert—
“(ab) section 45B (carry forward of post-1 April 2017 trade loss
against subsequent trade profits),”.

174 (1) Schedule 4 (index of defined expressions) is amended as follows.

(2) At the appropriate places insert—

“the claimant company (in Part 5A) section 188FD”

“the claim period (in Part 5A) section 188FD”

“company (in Part 5A) section 188FD”

““group relief for carried-forward losses” section 188AA(4)”

“holding company (in Part 5A) section 188FC(2)”

“member of a consortium (in Part 5A) section 153(2) (applied by section 188FB)”

“member of the same group of companies (in section 152 (applied by section 188FB)”
Part 5A)

“owned by a consortium (in Part 5A) section 153(1) and (3) (applied by
section 188FB)”

“profits (in Part 5A) section 188FD”



http://www.legislation.gov.uk/id/ukpga/2017/32/schedule/4/paragraph/172
http://www.legislation.gov.uk/id/ukpga/2019/1
http://www.legislation.gov.uk/id/ukpga/2019/1/schedule/10/paragraph/31/2
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1133

the specified loss-making period” (in Part section 188FD”

5A)
“75% subsidiary (in Part 5A) section 151 (applied by section 188FB)”
“the surrenderable amounts (in Part 5A) section 188FD”
“the surrendering company (in Part 5A) section 188FD”
“the surrender period (in Part 5A) section 188FD”
“trade (in Part 5A) section 188FD”
“trading company (in Part 5A) section 188FC(1)”

(3) In the entry for “75% subsidiary (except in Part 5)” after “Part 5 insert “ and Part

SA”.
TIOPA 2010

175 TIOPA 2010 is amended as follows.
176 In section 54 (double taxation relief by way of credit: non-trading debits on loan

relationships) in subsection (7)—
(a) in paragraph (b) of the definition of “carry-back claim”, after “459(1)(b)”
insert “ or 463B(1)(b) ”,
(b) in paragraph (b) of the definition of “carry-forward provision”, after
“457(1)” insert ““, 463G(5) or 463H(4) ”, and
(c) inparagraph (b) of the definition of “current-year provision or claim”, after
“459(1)(a)” insert “ or 463B(1)(a) ™.
177 In section 55 (double taxation relief by way of credit: current year's non-trading
deficits on loan relationships)—
(a) in subsection (4)(b), after “459(1)(a)” insert ““ or 463B(1)(a) ”, and
(b) insubsection (5), for “or 459(1)(a)” substitute “, 459(1)(a) or 463B(1)(a) .

178 In section 156(1) (meaning of “losses” in Part 4)—
(a) in paragraph (e) after “Chapter 16” insert *“ or Chapter 16A ”,
(b) omit “or” at the end of paragraph (f), and
(c) after paragraph (g) insert , or
(h) Part 5A of CTA 2010 (group relief for carried-forward
losses).”

179 In section 3711IF (determining the profits of a CFC's qualifying loan relationship),
in paragraph (b) of step 5, after “16” insert “ or Chapter 16A ™.

180 After section 371SK insert—
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“371SKA Restrictions on certain deductions: deductions allowances

(1) This section applies for the purposes of—

(a) applying Part 7ZA of CTA 2010 (restrictions on obtaining certain
deductions), and

(b) applying any provision of Part 7ZA of CTA 2010 for the purposes
of Part 7A of that Act (restrictions on obtaining certain deductions:
banking companies).

(2) Assume that each of the following is nil—
(a) the CFC's deductions allowance for the relevant accounting period,

(b) the CFC's trading profits deductions allowance for the relevant
accounting period, and

(¢) the CFC's non-trading profits deductions allowance for the relevant
accounting period.

(3) But if section 269ZX of CTA 2010 (increase of deductions allowance where
provision for onerous lease reversed) applies in relation to the relevant
accounting period, the reference in subsection (2) to “nil” is to be read as a
reference to an amount equal to the increase provided for by subsection (3)
of that section.”

181 In subsection (2)(a) of section 371SL (group relief etc)—

(a) after “(group relief)” insert ““ or Part SA of that Act (group relief for carried-
forward losses) ”, and

(b) after “by way of group relief” insert “ or group relief for carried-forward
losses .

F (No. 3) 4 2010

182 (1) In paragraph 10 of Schedule 9 to F(No.3)A 2010 (interest), the new Part Al to be
inserted into Schedule 54 to FA 2009 is amended as follows.

(2) In paragraph A1l (interest on tax repaid as a result of carrying back a non-trading
deficit on company's loan relationships)—

(a) insub-paragraph (1)(c) for “or 459(1)(b)” substitute “, 459(1)(b) or 463B(1)
(b) 7, and

(b) in sub-paragraph (2) for “or 459(1)(b)” substitute ““ , 459(1)(b) or 463B(1)
(b) ’7.

(3) After paragraph A2 insert—

“A2Al) This paragraph applies where—

(a) acompany has profits arising in an accounting period (“the earlier
period”),

(b) the company ceases to carry on a trade in a later accounting period
(“the later period”),

(c) on a claim under section 45F of CTA 2010 (terminal losses), the
whole or any part of a loss incurred in the trade has been set off
for the purposes of corporation tax against the profits of the earlier
period,
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(d) the earlier period does not fall wholly within the period of 12 months
immediately preceding the later period, and

(e) arepayment falls to be made of corporation tax paid for the earlier
period or of income tax in respect of a payment received by the
company in that period.

(2) So much of the repayment mentioned in sub-paragraph (1)(e) as falls to be
made as a result of the claim under section 45F does not carry repayment
interest.

(3) But sub-paragraph (2) does not apply (and, accordingly, the amount
mentioned in that sub-paragraph carries repayment interest) after the expiry
of 9 months from the end of the later period.”

(4) In paragraph A3 (interest on tax repaid as a result of a claim under section 77 of
TIOPA 2010) in sub-paragraph (4) after “A4” insert ““ or A5 ”.

(5) After paragraph A4 insert—

“A5 (1) This paragraph applies where—

(a) acompany has profits arising in an accounting period (‘“the middle
period”),

(b) the company ceases to carry on a trade in a later accounting period
(“the later period”),

(c) on a claim under section 45F of CTA 2010 (terminal losses), the
whole or any part of a loss incurred in the trade has been set off
for the purposes of corporation tax against the profits of the middle
period,

(d) the middle period does not fall wholly within the period of 12
months immediately preceding the later period,

(e) as a result of the claim under section 45F, an excess or increased
excess arises in the middle period as described in section 72 of
TIOPA 2010 (amounts of unrelieved foreign tax),

(f) ona claim under section 77 of that Act, credit for the whole or any
part of the excess is allowed against corporation tax in respect of
an accounting period before the middle period (“the earlier period”)
and,

(g) arepayment falls to be made of corporation tax paid for the earlier

period or of income tax in respect of a payment received by the
company in that period.

(2) So much of the repayment mentioned in sub-paragraph (1)(g) as falls to be
made as a result of the claim under section 77 does not carry repayment
interest.

(3) But sub-paragraph (2) does not apply (and, accordingly, the amount
mentioned in that sub-paragraph carries repayment interest) after the expiry
of 9 months from the end of the later period.”

FA 2012
183 FA 2012 is amended as follows.
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184 In section 78 (meaning of expressions used in section 76), in subsection (5), for the
words from “means” to the end substitute “means any of the following—

(a) aBLAGARB trade loss of the company for the accounting period in
question, so far as relief is given for the loss under—

(1) section 37 of CTA 2010 (relief for trade losses against total
income), as applied by section 123, or

(i1) Chapter 4 of Part 5 of that Act (group relief), as applied by
section 125;

(b) an amount deducted under section 124B (relief for excess carried
forward post-1 April BLAGAB trade losses) from the company's
total profits of the accounting period in question;

(c) an amount of a BLAGAB trade loss of the company relieved under
Chapter 3 of Part SA of CTA 2010 (group relief for carried-forward
losses) if the surrender period (see section 188BB(7)) to which the
claim relates is the accounting period in question.”

185 In section 93 (minimum profits test), in subsection (2), in the words after
paragraph (b), for “and 124” substitute «“, 124, 124A and 124C .
186 In section 104 (meaning of “the adjusted amount”)—

(a) in subsection (3), after “124” insert ““, 124A or 124C ”;
(b) in subsection (4), for “that section” substitute “ any of those sections ”’;

(c) in subsection (5)(a), for “or no relief is available under that section,”
substitute ““, 124 A or 124C or no relief is available under those sections, ™.

187 In section 125 (group relief), at the end insert—

“(4) For provision about the application of Part SA of CTA 2010 (group relief for
carried-forward losses) in relation to BLAGAB trade losses see subsections
(3) to (5) of section 188BB of that Act.”

188 (1) Section 126 (restrictions in respect of non-trading deficit) is amended as follows.
(2) After subsection (1) insert—

“(1A) A loss falls within subsection (1B) so far as it—
(a) would (apart from that subsection) be available for relief under
section 124B (excess carried forward post-1 April 2017 losses: relief
against total profits), and

(b) arose in an accounting period for which the insurance company has
a relevant non-trading deficit.

(1B) A loss (or amount of a loss) falling within this subsection is available for
relief under section 124B only so far as it exceeds the amount of that relevant
non-trading deficit.

(1C) A loss falls within subsection (1D) so far as it—

(a) is an amount which a company (“the surrendering company*) may
surrender by virtue of section 188BB(4) (surrender of carried-
forward BLAGAB trade losses), and

(b) arose in an accounting period for which the surrendering company
has a relevant non-trading deficit.
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(1D) A loss (or amount of a loss) falling within this subsection is available for
relief under Chapter 3 of Part SA of CTA 2010 (claims for group relief) only
so far as it exceeds the amount of that relevant non-trading deficit.

(1E) For the purposes of subsections (1A) and (1C) it is to be assumed (where
relevant) that in previous accounting periods losses which arose earlier have
been utilised before losses which arose later.”

(3) In subsection (2)—
(a) for “The reference” substitute * In this section references ”’;
(b) for “is a reference” substitute “ are .

189 In section 127 (no relief against policyholders' share of I-E profit), in subsection (3)

(a) before paragraph (a) insert—
“(za) reliefunder section 124B (relief of excess carried-forward
BLAGAB trade losses against total profits),”;
(b) after paragraph (c) insert—
“(ca) relief under Chapter 3 of Part SA of CTA 2010 (group
relief for carried-forward losses),”.

PART 12

COMMENCEMENT ETC

Parts 1 to 9 and 11

190 (1) The amendments made by Parts 1 to 9 and 11 of this Schedule have effect in relation
to accounting periods beginning on or after 1 April 2017.

(2) For the purposes of those amendments, where a company has an accounting period
beginning before 1 April 2017 and ending on or after that date (“the straddling
period”)—

(a) so much of the straddling period as falls before 1 April 2017, and so much
of that period as falls on or after that date, are treated as separate accounting
periods, and

(b) where it is necessary to apportion an amount for the straddling period to the
two separate accounting periods, it is to be apportioned—

(1) in accordance with section 1172 of CTA 2010 (time basis), or

(i1) if that method would produce a result that is unjust or unreasonable,
on a just and reasonable basis.

(3) But sub-paragraph (2)(b) is to be ignored if paragraph 191 or 192 applies.

191 (1) This paragraph applies if—
(a) an accounting period of a company (“the straddling period”) is treated as
two separate accounting periods under paragraph 190(2)(a),

(b) it is necessary to apportion an amount (“the amount concerned”) for the
straddling period to the two separate accounting periods, and

(¢) the amount concerned is either—
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(i) an amount chargeable to corporation tax which would have been less
but for Part 10 of TIOPA 2010 (corporate interest restriction), or

(i1) an amount in respect of which corporation tax relief is available
which would have been greater but for Part 10 of TIOPA 2010.

(2) The amount concerned is to be apportioned as follows—

Step 1 Determine what the amount concerned would have been but for Part 10
of TIOPA 2010 (“the notional amount™).

Step 2 Determine what amount of the notional amount would have been
apportioned to the first separate accounting period had paragraph 190(2)
(b) applied (“the notional apportioned amount™). If the notional apportioned
amount is less than the amount concerned, proceed with steps 3 and 4. If the
notional apportioned amount is equal to or greater than the amount concerned,
the whole of the amount concerned is to be apportioned to the first separate
accounting period.

Step 3 Take so much of the amount concerned as is equal to the notional
apportioned amount and apportion it to the first accounting period.

Step 4 Take the remainder of the amount concerned and apportion it to the
second separate accounting period.

192 (1) This paragraph applies if—

(a)
(b)

(©)
(d)

an accounting period of a company (“the straddling period”) is treated as
two separate accounting periods under paragraph 190(2)(a),

it is necessary to apportion an amount (“the amount concerned”) for the
straddling period to the two separate accounting period,

the amount concerned is an amount chargeable to corporation tax, and

the amount concerned would not have arisen but for Part 10 of TIOPA 2010
(whether or not an amount in respect of which corporation tax relief would
have been available would have arisen instead).

(2) The whole of the amount concerned is apportioned to the second separate accounting
period.

Part 10

193 Section 5(4) to (6) of CT(NI)A 2015 (commencement) has effect as if references

to P

art 8B of CTA 2010 were to that Part as amended by Part 10 of this Schedule.

Transitional provision

194 (1) An amount of a non-trading deficit from a company's loan relationships which is
carried forward under section 463H of CTA 2009 is to be disregarded for the purposes
of section 730F of CTA 2010 (as amended by paragraph 69(4)), unless it is a post-13
July 2017 amount.

(2) An amount of a non-trading deficit from a company's loan relationships which is
deducted under section 463H(5) of CTA 20009 is to be disregarded for the purposes
sections 188DD and 188ED of CTA 2010, unless it is a post-13 July 2017 amount.

(3) For t

he purposes of this paragraph an amount of a non-trading deficit from a

company's loan relationships (“the deficit amount”) is a post-13 July 2017 amount—

(a)

if the deficit period begins on or after 13 July 2017 or,
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(b) (where the deficit period is one that begins before, and ends on or after 13
July 2017 (a “straddling deficit period™)), so far as the deficit is apportioned
under sub-paragraphs (4) and (5) to the part of the deficit period that begins
with 13 July 2017.
(4) For the purposes of sub-paragraph (3)(b)—
(a) astraddling deficit period is to be treated as consisting of two parts, namely
the part that precedes, and the part that begins with, 13 July 2017,

(b) the deficit amount is to be apportioned to those parts (see sub-paragraph (5)).

(5) The apportionment is to be made—
(a) inaccordance with section 1172 of CTA 2010 (time basis), or

(b) if that method would produce a result that is unjust or unreasonable, on a
just and reasonable basis.

(6) In this paragraph “deficit period” is to be interpreted in accordance with
section 463A(2) of CTA 20009.

SCHEDULE 5 Section 20

CORPORATE INTEREST RESTRICTION

PART 1

NEW PART 10 OF TIOPA 2010
In TIOPA 2010, after Part 9A insert—

“PART 10

CORPORATE INTEREST RESTRICTION

CHAPTER 1

INTRODUCTION

Overview

372 (1) This Part contains provision that—
(a) disallows certain amounts that a company would (apart from this
Part) be entitled to bring into account for the purposes of corporation
tax in respect of interest and other financing costs, and
(b) allows certain amounts disallowed under this Part in previous
accounting periods to be brought into account in later accounting
periods.

(2) In this Chapter—
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(a)

(b)

section 373 defines some key concepts including, in particular, “the
total disallowed amount” in relation to a period of account of a
worldwide group, and

section 374 provides for Schedule 7A to have effect.

(3) Chapter 2 provides for—

(a)
(b)

the disallowance in certain circumstances of tax-interest expense
amounts of companies that are members of a worldwide group, and
the carrying forward of disallowed tax-interest expense amounts,
and for bringing those amounts into account in certain circumstances
in relation to a later period of account of the worldwide group.

(4) Chapter 3—

(a)

(b)

(©)

(d)

defines “a tax-interest expense amount” and “a tax-interest income
amount” of a company for a period of account of a worldwide group,
which are amounts that are (or apart from this Part would be) brought
into account for the purposes of corporation tax,

defines “the net tax-interest expense” of a company for a period of
account of a worldwide group, which is any excess of the company's
tax-interest expense amounts for the period over its tax-interest
income amounts for the period,

defines “the net tax-interest income” of a company for a period of
account of a worldwide group, which is any excess of the company's
tax-interest income amounts for the period over its tax-interest
expense amounts for the period, and

defines “aggregate net tax-interest expense” and “aggregate net tax-
interest income” of a worldwide group for a period of account of the
worldwide group, which are made up of each member of the group's
net tax-interest expense or net tax-interest income for the period.

(5) Chapter 4 contains provision about the calculation of “the interest capacity”
of a worldwide group for a period of account of the group, which is the
aggregate of the interest allowance for the period and any unused interest
allowance of the group from the previous 5 years (or, if that aggregate is less
than the de minimis amount, the de minimis amount).

(6) Chapter 5 makes provision about the calculation of “the interest allowance”
of a worldwide group for a period of account of the group.

The interest allowance for a period of account is calculated using the fixed
ratio method unless the group elects for the group ratio method to be used
for the period.

(7) Chapter 6 defines concepts used in Chapter 5 including—

the “tax-EBITDA” of a company for a period of account of a worldwide
group (which is an amount derived from amounts brought into account
for the purposes of corporation tax);
the “aggregate tax-EBITDA” of a worldwide group for a period of
account of the group (which is an amount derived from the tax-
EBITDA of members of the group).

(8) Chapter 7 defines additional concepts used in Chapter 5 including—
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“the net group-interest expense”, “the adjusted net group-interest
expense” and “the qualifying net group-interest expense” of a
worldwide group for a period of account of the group (which are
amounts derived from the financial statements of the worldwide

group);

the “group-EBITDA” of the worldwide group for a period of account
of the group (which is an amount derived from the financial statements
of the worldwide group).

(9) Chapter 8 contains provision altering the way in which this Part has effect
in relation to the provision of public infrastructure assets or the carrying on
of certain other related activities.

(10) Chapter 9 contains special provision altering the operation of certain
provisions of this Part in relation to—

(a) particular types of company (for example, banking companies,
companies carrying on oil-related activities, REITs or insurance
companies), or

(b) particular types of transaction or accounting (for example, long
funding operating leases or fair value accounting).

(11) Chapter 10 contains rules connected with tax avoidance.

(12) Chapter 11 contains the remaining interpretative and supplementary
provision, including definitions of—

“related party”;

“a worldwide group”;

“ultimate parent”;

“period of account” of a worldwide group.

Meaning of “subject to interest restrictions”, “the total disallowed amount”
ete

373 (1) A worldwide group is “subject to interest restrictions” in a period of account
of the group if—
(a) the aggregate net tax-interest expense of the group for the period
(see section 390), exceeds
(b) the interest capacity of the group for the period (see section 392).

(2) “The total disallowed amount” of a worldwide group in a period of account
of the group is—
(a) ifthe group is subject to interest restrictions in the period, the amount
of the excess mentioned in subsection (1);
(b) otherwise, nil.

(3) “The interest reactivation cap” of a worldwide group in a period of account
of the group is (subject to subsection (4))—

(a) the interest allowance of the group for the period (see section 396),
less

(b) the aggregate net tax-interest expense of the group for the period.

(4) If the amount determined under subsection (3) is a negative amount, the
interest reactivation cap of the worldwide group in the period is nil.
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(5) A worldwide group is “subject to interest reactivations” in a period of
account of the group if—

(a) the interest reactivation cap of the group in the period is not nil, and

(b) atleast one member of the group is within the charge to corporation
tax at any time during the period, and has an amount available for
reactivation in the return period that is not nil (see paragraph 26 of
Schedule 7A).

(6) This section has effect for the purposes of this Part.

Interest restriction returns

374 (1) Schedule 7A makes provision about—

(a) the preparation and submission of interest restriction returns by
reporting companies of worldwide groups, and

(b) other related matters such as enquiries and information powers.

(2) Part 1 of that Schedule includes provision—

(a) for the appointment of a reporting company of a worldwide group
for a period of account, but

(b) for companies (“non-consenting companies”) to elect to be
unaffected by allocations of interest restrictions made by the
company.

(3) Part 2 of that Schedule includes provision—

(a) for various elections to be made in an interest restriction return that
are relevant to the operation of this Part (for example, the group ratio
election),

(b) entitling the reporting company of a worldwide group to allocate
interest restrictions among its members but with a rule that allocates
a pro-rata share to a non-consenting company, and

(c) entitling the reporting company of a worldwide group to allocate
interest reactivations among its members.

(4) The remaining Parts of that Schedule contain provision about—

(a) the keeping and preservation of records (see Part 3),

(b) enquiries into interest restriction returns (see Part 4),

(c) determinations made by officers of Revenue and Customs in the
event of the breach of filing or other obligations (see Part 5),

(d) information powers exercisable by members of the group (see Part
6),

(e) information powers exercisable by officers of Revenue and Customs
(see Part 7), and

(f) the amendment of company tax returns to reflect the effect of this
Part of this Act and supplementary matters (see Parts 8 and 9).
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CHAPTER 2

DISALLOWANCE AND REACTIVATION OF TAX-INTEREST EXPENSE AMOUNTS

Disallowance of deductions: full interest restriction return submitted

375 (1) This section applies where—

(a) an interest restriction return is submitted for a period of account of
a worldwide group (“the relevant period of account™),

(b) the return complies with the requirements of paragraph 20(3) of
Schedule 7A (requirements for full interest restriction return), and

(c) the return includes a statement that the group is subject to interest
restrictions in the return period.

(2) A company that is listed on the statement under paragraph 22 of Schedule 7A
(statement of allocated interest restrictions) must, in any accounting period
for which the statement specifies an allocated disallowance, leave out of
account tax-interest expense amounts that, in total, equal that allocated
disallowance.

(3) A non-consenting company in relation to the return may—

(a) elect that subsection (2) is not to apply in relation to such relevant
accounting period of the company as is specified in the election, or

(b) revoke an election previously made.

4) 1f—
(a) an election under this section has effect in relation to an accounting
period of a company, and
(b) paragraph 24 of Schedule 7A allocates to that period a pro-rata share
of the total disallowed amount that is not nil,

the company must leave out of account in that period tax-interest expense
amounts that, in total, equal that pro-rata share.

(5) See section 377 for provision as to which tax-interest expense amounts are
to be left out of account as a result of this section.

Disallowance of deductions: no return, or non-compliant return, submitted

376 (1) This section applies where—

(a) a worldwide group is subject to interest restrictions in a period of
account of the group (“the relevant period of account”),

(b) the relevant date has passed, and
(c) condition A, B or C is met.

(2) In this section “the relevant date” means—

(a) where the appointment of a reporting company has effect in relation
to the relevant period of account, the filing date in relation to the
period (see paragraph 7(5) of Schedule 7A);

(b) otherwise, the last day of the period of 12 months beginning with
the end of the relevant period of account.
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(3) Condition A is that no appointment of a reporting company has effect in
relation to the relevant period of account.

(4) Condition B is that—

(a) the appointment of a reporting company has effect in relation to the
relevant period of account, and

(b) no interest restriction return has been submitted for the period.

(5) Condition C is that—

(a) the appointment of a reporting company has effect in relation to the
relevant period of account,

(b) an interest restriction return has been submitted for the period, and

(c) thereturn does not comply with the requirements of paragraph 20(3)
of Schedule 7A (for example by including inaccurate figures).

(6) A relevant company must, in any accounting period to which paragraph 24
of Schedule 7A allocates a pro-rata share of the total disallowed amount that
is not nil, leave out of account tax-interest expense amounts that, in total,
equal that pro-rata share.

(7) See section 377 for provision as to which tax-interest expense amounts are
to be left out of account as a result of this section.

(8) In this section “relevant company” means a company that was a member of
the worldwide group at any time during the relevant period of account.

Disallowance of deductions: identification of the tax-interest amounts to be
left out of account

377 (1) This section applies where—

(a) acompany is required to leave tax-interest expense amounts out of
account in an accounting period under section 375 or 376, and

(b) the total of the tax-interest expense amounts that, apart from that
provision, would be brought into account in the accounting period
exceeds the total of the tax-interest expense amounts that are
required by that provision to be left out of account in that period.

(2) Tax-interest expense amounts must (subject to the following provisions of
this section) be left out of account in the following order.
First, leave out of account tax-interest expense amounts that meet
condition A in section 382 and would (if brought into account) be
brought into account under Part 5 of CTA 2009 (non-trading debits in
respect of loan relationships).

Second, leave out of account tax-interest expense amounts that meet
condition B in section 382 and would (if brought into account) be
brought into account under Part 5 of CTA 2009 as a result of section 574
of that Act (non-trading debits in respect of derivative contracts).

Third, leave out of account tax-interest expense amounts that meet
condition A in section 382 and would (if brought into account) be
brought into account under Part 3 of CTA 2009 as aresult of section 297
of that Act (debits in respect of loan relationships treated as expenses
of trade).
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Fourth, leave out of account tax-interest expense amounts that meet
condition B in section 382 and would (if brought into account) be
brought into account under Part 3 of CTA 2009 as a result of section 573
of that Act (debits in respect of derivative contracts treated as expenses
of trade).

Fifth, leave out of account tax-interest expense amounts that meet
condition C in section 382 and do not also meet condition A or B
in that section (finance leases, debt factoring and service concession
arrangements).

(3) The company may—
(a) elect that subsection (2) is not to apply to the accounting period, or
(b) revoke an election previously made.

(4) An election under this section must specify the particular tax-interest
expense amounts that are to be left out of account.

Disallowed tax-interest expense amounts carried forward

378 (1) For the purposes of this Part a tax-interest expense amount of a company is
“disallowed” in an accounting period if the company is required to leave it
out of account in that accounting period under section 375 or 376.

(2) A tax-interest expense amount of a company that is disallowed in an
accounting period is (subject to the remaining provisions of this section)
carried forward to subsequent accounting periods.

(3) Where—
(a) atax-interest expense amount of a company would (apart from this
Part) be brought into account in calculating the profits or losses of
a trade carried on by the company in an accounting period,

(b) the tax-interest expense amount is disallowed in that accounting
period, and

(c) in a subsequent accounting period (“the later accounting period”)
the company ceases to carry on the trade, or the scale of the activities
in the trade becomes small or negligible,

the tax-interest expense amount is not carried forward to the later accounting
period or accounting periods after the later accounting period.

(4) Where—

(a) atax-interest expense amount of a company would (apart from this
Part) be brought into account in calculating the profits or losses of
a trade carried on by the company in an accounting period,

(b) the tax-interest expense amount is disallowed in that accounting
period, and

(c) in a subsequent accounting period (“the later accounting period”)
the trade is uncommercial and non-statutory,

the tax-interest expense amount is not carried forward to the later accounting
period or accounting periods after the later accounting period.

(5) For the purposes of subsection (4), a trade is “uncommercial and non-
statutory” in an accounting period if, were the company to have made a loss
in the trade in the period, relief for the loss under section 37 of CTA 2010
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(relief for trade losses against total profits) would have been unavailable by
virtue of section 44 of that Act (trade must be commercial or carried on for
statutory functions).

(6) Where—

(a) atax-interest expense amount of a company would (apart from this
Part) be brought into account in calculating the profits or losses of
an investment business carried on by the company in an accounting
period,

(b) the tax-interest expense amount is disallowed in that accounting
period, and

(c) inasubsequent accounting period (“the later accounting period”) the
company ceases to carry on the investment business, or the scale of
the activities in the investment business becomes small or negligible,

the tax-interest expense amount is not carried forward to the later accounting
period or accounting periods after the later accounting period.

(7) Where a tax-interest expense amount—
(a) is disallowed in an accounting period,
(b) is carried forward to a subsequent accounting period (“the later
accounting period”), and
(c) is brought into account in the later accounting period in accordance
with section 379,

it is not carried forward to accounting periods after the later accounting
period.

Reactivation of interest

379 (1) This section applies where—
(a) an interest restriction return is submitted for a period of account of
a worldwide group (“the relevant period of account™),
(b) the return complies with the requirements of paragraph 20(3) of
Schedule 7A (requirements for full interest restriction return), and
(c) the return contains a statement that the group is subject to interest
reactivations in the return period.

(2) A company that is listed on the statement under paragraph 25 of
Schedule 7A (statement of allocated interest reactivations) must, in the
specified accounting period, bring into account tax-interest expense amounts
that—

(a) are brought forward to the specified accounting period from an
earlier accounting period, and

(b) in total, equal the allocated reactivation for the return period.

(3) A tax-interest expense amount is brought into account in the specified
accounting period under subsection (2) by being treated as a tax-interest
expense amount of the specified accounting period (so that, for example, a
tax-interest expense amount that is a relevant loan relationship debit falling
within section 383(2)(a)(ii) is brought into account in the specified period as
a non-trading debit under Part 5 of CTA 2009).
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(4) See section 380 for provision as to which tax-interest expense amounts are

to be

(5) In thi
(a)
(b)

Reactivation
brought into

brought into account under subsection (2).

s section “the specified accounting period” means—
the earliest relevant accounting period of the company, or

where the company became a member of the relevant worldwide
group during the relevant period of account, the earliest relevant
accounting period of the company in which it was a member of the

group.

of deductions: identification of the tax-interest amounts to be
account

380 (1) This section applies where—

(a)
(b)

a company is required to bring tax-interest expense amounts into
account in an accounting period under section 379, and

the total of the tax-interest expense amounts that are brought forward
to the accounting period from earlier accounting periods exceeds the
total of the tax-interest expense amounts that are required by that
provision to be brought into account in that accounting period.

(2) Tax-interest expense amounts must (subject to the following provisions of
this section) be brought into account in the following order.

First, bring into account tax-interest expense amounts that meet
condition A in section 382 and are brought into account under Part 5
of CTA 2009 (non-trading debits in respect of loan relationships).
Second, bring into account tax-interest expense amounts that meet
condition B in section 382 and are brought into account under Part 5
of CTA 2009 as a result of section 574 of that Act (non-trading debits
in respect of derivative contracts).

Third, bring into account tax-interest expense amounts that meet
condition A in section 382 and are brought into account under Part 3
of CTA 20009 as a result of section 297 of that Act (debits in respect of
loan relationships treated as expenses of trade).

Fourth, bring into account tax-interest expense amounts that meet
condition B in section 382 and are brought into account under Part 3
of CTA 2009 as a result of section 573 of that Act (debits in respect of
derivative contracts treated as expenses of trade).

Fifth, bring into account tax-interest expense amounts that meet
condition C in section 382 and do not also meet condition A or B
in that section (finance leases, debt factoring and service concession
arrangements).

(3) The company may—
(a) elect that subsection (2) is not to apply to the accounting period, or
(b) revoke an election previously made.

(4) An election under this section must specify the particular tax-interest
expense amounts that are to be brought into account.
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Set-off of disallowances and reactivations in the same accounting period

381 (1) This section applies where, as a result of the operation of this Part in relation
to different periods of account (whether of the same or a different worldwide
group), a company would, apart from this section—

(a) berequired to leave out of account one or more tax-interest expense
amounts in an accounting period under section 375 or 376, and

(b) be required to bring one or more tax-interest expense amounts into
account in that accounting period under section 379.

(2) In this section—

(a) “the gross disallowed amount” means the amount, or total of the
amounts, mentioned in subsection (1)(a);

(b) “the gross reactivated amount” means the amount, or total of the
amounts, mentioned in subsection (1)(b).

(3) Where the gross disallowed amount is equal to the gross reactivated amount,
no tax-interest expense amounts are to be left out of account in the
accounting period under this Part or brought into account in the accounting
period under this Part.

(4) Where the gross disallowed amount is more than the gross reactivated
amount—

(a) the requirement in section 375 or 376 is to leave out of account tax-
interest expense amounts that, in total, equal the gross disallowed
amount less the gross reactivated amount, and

(b) no amount is to be brought into account in the accounting period
under section 379.

(5) Where the gross reactivated amount is more than the gross disallowed
amount—

(a) no amount to be left out of account in the accounting period under
section 375 or 376, and

(b) the requirement in section 379 is to bring into account the gross
reactivated amount less the gross disallowed amount.

CHAPTER 3

TAX-INTEREST AMOUNTS
Tax-interest expense and income amounts: basic rules

The tax-interest expense amounts of a company

382 (1) References in this Part to a “tax-interest expense amount” of a company for
a period of account of a worldwide group are to any amount that—

(a) is (or apart from this Part would be) brought into account for the
purposes of corporation tax in a relevant accounting period of the
company, and

(b) meets condition A, B or C.
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(2) Condition A is that the amount is a relevant loan relationship debit (see
section 383).

(3) Condition B is that the amount is a relevant derivative contract debit (see
section 384).

(4) Condition C is that the amount is in respect of the financing cost implicit in
amounts payable under a relevant arrangement or transaction.

5) In subsection (4) “relevant arrangement or transaction” means—
g
(a) afinance lease,
(b) debt factoring, or any similar transaction, or

(c) a service concession arrangement if and to the extent that the
arrangement is accounted for as a financial liability.

(6) Subsection (8) applies if an accounting period in which a tax-interest expense
amount is (or apart from this Part would be) brought into account for the
purposes of corporation tax contains one or more disregarded periods.

(7) A “disregarded period” is any period falling within the accounting period—

(a) which does not fall within the period of account of the worldwide
group, or

(b) throughout which the company is not a member of the group.

(8) Where this subsection applies, the tax-interest expense amount mentioned
in subsection (6) is reduced by such amount as is referable, on a just and
reasonable basis, to the disregarded period or periods mentioned in that
subsection.

(9) An amount may be reduced to nil under subsection (8).

(10) If—
(a) an amount would have met condition A, B or C but for the
application of a rule preventing its deduction,

(b) some or all of it is deductible at a subsequent time as a result of the
application of another rule, and

(¢) none of conditions A to C are met at that time,

so much of the amount as is subsequently deductible is treated, at that time,
as meeting whichever of condition A, B or C would have been met but for
the application of the rule mentioned in paragraph (a).

(11) An example of a case to which subsection (10) applies is a case where—

(a) an amount is prevented from being deducted as a result of any
provision made by Part 6A (hybrid and other mismatches), and

(b) another provision of that Part subsequently applies so as to permit
some or all of it to be deducted from total profits.

Relevant loan relationship debits

383 (1) This section applies for the purposes of section 382.

(2) An amount is a “relevant loan relationship debit” if—
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(a) it is a debit that is (or apart from this Part would be) brought into
account for the purposes of corporation tax in respect of a loan
relationship under—

(i) Part 3 of CTA 2009 as a result of section 297 of that Act
(loan relationships for purposes of trade), or
(i1) Part 5 of that Act (other loan relationships), and
(b) 1is not an excluded debit.

(3) A debit is “excluded” for the purposes of subsection (2)(b) if—

(a) it is in respect of an exchange loss (within the meaning of Parts 5
and 6 of CTA 2009), or

(b) it is in respect of an impairment loss.

Relevant derivative contract debits

384 (1) This section applies for the purposes of section 382.

(2) An amount is a “relevant derivative contract debit” if—

(a) it is a debit that is (or apart from this Part would be) brought into
account for the purposes of corporation tax in respect of a derivative
contract under—

(1) Part 3 of CTA 2009 as a result of section 573 of that Act
(derivative contracts for purposes of trade), or

(i1) Part 5 of that Act as a result of section 574 of that Act (other
derivative contracts),

(b) itis not an excluded debit, and
(c) the condition in subsection (4) is met.

(3) A debit is “excluded” for the purposes of subsection (2)(b) if—

(a) itis in respect of an exchange loss (within the meaning of Part 7 of
CTA 2009),

(b) it is in respect of an impairment loss, or

(c) itisinrespect of a derivative contract which hedges risks arising in
the ordinary course of a trade where the contract was entered into
wholly for reasons unrelated to the capital structure of the worldwide
group (or any member of the worldwide group).

(4) The condition referred to in subsection (2)(c) is that the underlying subject
matter of the derivative contract consists only of one or more of the
following—

(a) interest rates;
(b) any index determined by reference to income or retail prices;
(c) currency;
(d) an asset or liability representing a loan relationship;
(e) any other underlying subject matter which is—
(i) subordinate in relation to any of the matters mentioned in
paragraphs (a) to (d), or
(i) of small value in comparison with the value of the
underlying subject matter as a whole.
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(5) For the purposes of this section, whether part of the underlying subject matter
of the derivative contract is subordinate or of small value is to be determined
by reference to the time when the company enters into or acquires the
contract.

(6) In this section “underlying subject matter” has the same meaning as in Part
7 of CTA 2009.

The tax-interest income amounts of a company

385 (1) References in this Part to a “tax-interest income amount” of a company for
a period of account of a worldwide group are to any amount that—

(a) is (or apart from this Part would be) brought into account for the
purposes of corporation tax in a relevant accounting period of the
company, and

(b) meets condition A, B, C or D.

(2) Condition A is that the amount is a relevant loan relationship credit (see
section 386).

(3) Condition B is that the amount is a relevant derivative contract credit (see
section 387).

(4) Condition C is that the amount is in respect of the financing income implicit
in amounts receivable under a relevant arrangement or transaction.

(5) In subsection (4) “relevant arrangement or transaction” means—
(a) afinance lease,
(b) debt factoring, or any similar transaction, or

(c) a service concession arrangement if and to the extent that the
arrangement is accounted for as a financial asset.

(6) Condition D is that the amount is in respect of income that—
(a) isreceivable from another company, and

(b) s in consideration of the provision of a guarantee of any borrowing
of that other company.

(7) Subsection (9) applies if an accounting period in which a tax-interest income
amount is (or apart from this Part would be) brought into account for the
purposes of corporation tax contains one or more disregarded periods.

(8) A “disregarded period” is any period falling within the accounting period—
(a) which does not fall within the period of account of the worldwide
group, or
(b) throughout which the company is not a member of the group.

(9) Where this subsection applies, the tax-interest income amount mentioned
in subsection (7) is reduced by such amount as is referable, on a just and
reasonable basis, to the disregarded period or periods mentioned in that
subsection.

(10) An amount may be reduced to nil under subsection (9).
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Relevant loan relationship credits

386 (1) This section applies for the purposes of section 385.

(2) An amount is a “relevant loan relationship credit” if—

(a) it 1is a credit that is (or apart from this Part would be) brought into
account for the purposes of corporation tax in respect of a loan
relationship under—

(1) Part 3 of CTA 2009 as a result of section 297 of that Act
(loan relationships for purposes of trade), or

(i1) Part 5 of that Act (other loan relationships), and
(b) itis not an excluded credit.

(3) A credit is “excluded” for the purposes of subsection (2)(b) if—

(a) it is in respect of an exchange gain (within the meaning of Parts 5
and 6 of CTA 2009), or

(b) itisin respect of the reversal of an impairment loss.

Relevant derivative contract credits

387 (1) This section applies for the purposes of section 385.

(2) An amount is a “relevant derivative contract credit” if—

(a) it 1is a credit that is (or apart from this Part would be) brought into
account for the purposes of corporation tax in respect of a derivative
contract under—

(1) Part 3 of CTA 2009 as a result of section 573 of that Act
(derivative contracts for purposes of trade), or

(i1) Part 5 of that Act as a result of section 574 of that Act (other
derivative contracts),

(b) 1is not an excluded credit, and
(c) the condition in subsection (4) is met.

(3) A credit is “excluded” for the purposes of subsection (2)(b) if—

(a) it is in respect of an exchange gain (within the meaning of Part 7
of CTA 2009),

(b) itisinrespect of the reversal of an impairment loss, or

(c) itisinrespect of a derivative contract which hedges risks arising in
the ordinary course of a trade where the contract was entered into
wholly for reasons unrelated to the capital structure of the worldwide
group (or any member of the worldwide group).

(4) The condition referred to in subsection (2)(c) is that the underlying subject
matter of the derivative contract consists only of one or more of the
following—

(a) interest rates;

(b) any index determined by reference to income or retail prices;
(c) currency;

(d) an asset or liability representing a loan relationship;

(e) any other underlying subject matter which is—
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(i) subordinate in relation to any of the matters mentioned in
paragraphs (a) to (d), or

(i) of small value in comparison with the value of the
underlying subject matter as a whole.

(5) For the purposes of this section, whether part of the underlying subject matter
of the derivative contract is subordinate or of small value is to be determined
by reference to the time when the company enters into or acquires the
contract.

(6) In this section “underlying subject matter” has the same meaning as in Part
7 of CTA 20009.

Double taxation relief

Double taxation relief

388 (1) This section applies where—

(a) apart from this section, an amount (“the relevant amount”) would be
a tax-interest income amount brought into account for the purposes
of corporation tax in a relevant accounting period (“the relevant
accounting period”) of a company, and

(b) the amount of corporation tax chargeable in respect of the relevant
amount is reduced under section 18(2) (entitlement to credit for
foreign tax reduces UK tax by amount of the credit).

(2) The relevant amount is not a tax-interest income amount to the extent that
it consists of notional untaxed income.

(3) For this purpose, the amount of the relevant amount that consists of “notional
untaxed income” is—

A

B

where—
A is the amount of the reduction mentioned in subsection (1)(b);

B is the rate of corporation tax payable by the company, before any credit
under Part 2 (double taxation relief), on the company's profits for the relevant
accounting period.

Net tax-interest expense

The “net tax-interest expense” or “net tax-interest income” of a company

389 (1) A company has “net tax-interest expense” for a period of account of a
worldwide group if the total of its tax-interest expense amounts for the period
exceeds the total of its tax-interest income amounts for the period.
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(2) The amount of the net tax-interest expense of the company for the period is
the amount of the excess.

(3) A company has “net tax-interest income” for a period of account of a
worldwide group if the total of its tax-interest income amounts for the period
exceeds the total of its tax-interest expense amounts for the period.

(4) The amount of the net tax-interest income of the company for the period is
the amount of the excess.

(5) The net tax-interest expense or net tax-interest income of a company for
a period of account of a worldwide group is “referable” to an accounting
period of the company to the extent that it comprises tax-interest expense
amounts or tax-interest income amounts that are (or apart from this Part
would be) brought into account in the accounting period.

(6) This section applies for the purposes of this Part.

The worldwide group's aggregate net tax-interest expense and income

390 (1) The “aggregate net tax-interest expense” of a worldwide group for a period
of account of the group is (subject to subsection (2))—

(a) thetotal of the net tax-interest expense for the period of each relevant
company that has such an amount, less

(b) the total of the net tax-interest income for the period of each relevant
company that has such an amount.

(2) Where the amount determined under subsection (1) is negative, the
“aggregate net tax-interest expense” of the group for the period is nil.

(3) The “aggregate net tax-interest income” of a worldwide group for a period
of account of the group is (subject to subsection (4))—

(a) the total of the net tax-interest income for the period of each relevant
company that has such an amount, less

(b) the total of the net tax-interest expense for the period of each relevant
company that has such an amount.

(4) Where the amount determined under subsection (3) is negative, the
“aggregate net tax-interest income” of the group for the period is nil.

(5) In this section “relevant company” means a company that was a member of
the group at any time during the period of account of the group.

(6) This section applies for the purposes of this Part.
Interpretation

Meaning of “impairment loss”

391 (1) In this Part “impairment loss” means a loss in respect of the impairment of
a financial asset.

(2) A reference to a debit in respect of an impairment loss does not include a
debit that is (or apart from this Part would be) brought into account in an
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accounting period in respect of an asset for which fair value accounting is
used.

CHAPTER 4

INTEREST CAPACITY

The interest capacity of a worldwide group for a period of account

392 (1) For the purposes of this Part “the interest capacity” of a worldwide group
for a period of account of the group (“the current period”) is (subject to
subsection (2))—

A+B

where—
A is the interest allowance of the group for the current period (see Chapter 5);

B is the aggregate of the interest allowances of the group for periods before
the current period so far as they are available in the current period (see
section 393).

(2) Where the amount determined under subsection (1) is less than the de
minimis amount for the current period, the interest capacity of the worldwide
group for the period is the de minimis amount.

(3) For this purpose “the de minimis amount” for a period of account is—
(a) £2 million, or
(b) where the period is more than or less than a year, the amount
mentioned in paragraph (a) proportionately increased or reduced.

Amount of interest allowance for a period that is “available” in a later period

393 (1) This section applies for the purposes of this Chapter.

(2) The amount of the interest allowance of a worldwide group for a period
of account (“the originating period”) that is “available” in a later period of
account of the group (“the receiving period”) is (subject to subsection (5))
the lower of amounts A and B.

(3) Amount A is—
(a) the amount of the interest allowance for the originating period, less

(b) the total of the amount or amounts (if any) of that interest allowance
that were used in the originating period, or in any subsequent period
of account of the group before the receiving period (see section 394).

(4) Amount B is the amount (if any) of the interest allowance for the originating
period that is unexpired in the receiving period (see section 395).

(5) The amount of the interest allowance for the originating period that is
“available” in the receiving period is nil if—
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(a) an abbreviated return election is made in relation to the originating
period, the receiving period or any intervening period of account of
the group, or

(b) an interest restriction return is not submitted for any such period.

When interest allowance is “used”

394 (1) This section applies for the purposes of this Chapter.

(2) The amount of the interest allowance of a worldwide group for a period
of account of the group (“the originating period”) that is “used” in the
originating period is the lower of—

(a) the interest allowance for the originating period, and
(b) the sum of—

(1) the aggregate net tax-interest expense of the group for the
originating period,

(i1) the total amount of tax-interest expense amounts required
to be brought into account in the originating period under
section 379 (reactivation of interest) by members of the
group.

(3) The amount of the interest allowance for the originating period that is “used”
in a later period of account of the group (“the receiving period”) is the lower
of—

(a) the interest allowance so far as it is available in the receiving period
(see section 393), and

(b) the relevant part of the aggregate net tax-interest expense of the
group for the receiving period (see subsection (4)).

(4) In subsection (3)(b) “the relevant part of the aggregate net tax-interest
expense of the group for the receiving period” is (subject to subsection (5))—

A—B—-C

where—

A is the aggregate net tax-interest expense of the group for the receiving
period;

B is the interest allowance of the group for the receiving period;

C is the amount of the interest allowance of the group for any period before
the originating period that is used in the receiving period.

(5) Where the amount determined under subsection (4) is negative, “the relevant
part of the aggregate net tax-interest expense of the group for the receiving
period” is nil.

Amount of interest allowance for a period of account that is “unexpired” in
later period

395 (1) This section contains provision for determining for the purposes of this
Chapter the extent to which an interest allowance of a worldwide group for a
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period of account (“the originating period”) is “unexpired” in a later period
of account of the group (“the receiving period”).

(2) If the receiving period—
(a) begins 5 years or less after the originating period begins, and
(b) ends 5 years or less after the originating period ends,

all of the interest allowance for the originating period is unexpired in the
receiving period.

(3) If the receiving period begins 5 years or more after the originating period
ends, none of the interest allowance for the originating period is unexpired
in the receiving period.

(4) Subsection (5) applies if the receiving period—

(a) begins more than 5 years after the originating period begins, and
(b) ends 5 years or less after the originating period ends.

(5) The amount of the interest allowance for the originating period that is
unexpired in the receiving period is—

X
(4—B X?

where—
A is the interest allowance for the originating period;

Bis—
(a) the aggregate net tax-interest expense of the group for the originating
period, or
(b) if lower, the interest allowance for the originating period;

X is the number of days in the period—
(a) beginning with the day on which the receiving period begins, and

(b) ending with the day 5 years after the day on which the originating
period ends;

Y is the number of days in the originating period.

(6) Subsection (7) applies if the receiving period—
(a) begins 5 years or less after the originating period begins, and
(b) ends more than 5 years after the originating period ends.

(7) The amount of the interest allowance for the originating period that is
unexpired in the receiving period is—

X
(C—D X;

where—
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C is the aggregate net tax-interest expense of the group for the receiving
period;
Dis—
(a) the interest allowance of the group for the receiving period, or
(b) if lower, the aggregate net tax-interest expense of the group for the
receiving period;
X has the same meaning as in subsection (5);
Z is the number of days in the receiving period.

(8) Subsection (9) applies if—
(a) the receiving period—

(1) begins more than 5 years after the originating period begins,
and

(i1) ends more than 5 years after the originating period ends, and
(b) subsection (3) does not apply.

(9) The amount of the interest allowance for the originating period that is
unexpired in the receiving period is the lower of the amounts determined
under subsections (5) and (7).

CHAPTER 5

INTEREST ALLOWANCE
Interest allowance

The interest allowance of a worldwide group for a period of account

396 (1) For the purposes of this Part “the interest allowance” of a worldwide group
for a period of account of the group is—

A+B

where—
A is the basic interest allowance of the group for the period;

B is the amount (if any) of the aggregate net tax-interest income of the group
for the period (see section 390(3) and (4)).

(2) In subsection (1) “the basic interest allowance” means—

(a) where no group ratio election is in force in relation to the period,
the basic interest allowance calculated using the fixed ratio method
(see section 397);

(b) where such an election is in force in relation to the period, the
basic interest allowance calculated using the group ratio method (see
section 398).
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Basic interest allowance calculated using fixed ratio method

397 (1) For the purposes of section 396, the basic interest allowance of a worldwide
group for a period of account of the group, calculated using the fixed ratio
method, is the lower of the following amounts—

(a) 30% of the aggregate tax-EBITDA of the group for the period;
(b) the fixed ratio debt cap of the group for the period.

(2) See—
section 400 for the meaning of “fixed ratio debt cap”;
section 405 for the meaning of “aggregate tax-EBITDA”.

Basic interest allowance calculated using group ratio method

398 (1) For the purposes of section 396, the basic interest allowance of a worldwide
group for a period of account of the group, calculated using the group ratio
method, is the lower of the following amounts—

(a) the group ratio percentage of the aggregate tax-EBITDA of the
group for the period;

(b) the group ratio debt cap of the group for the period.
(2) See—
section 399 for the meaning of “group ratio percentage”;

section 400 for the meaning of “group ratio debt cap”;
section 405 for the meaning of “aggregate tax-EBITDA”.

The group ratio percentage

399 (1) For the purposes of this Part “the group ratio percentage” of a worldwide
group for a period of account of the group is (subject to subsection (2)) the
following proportion expressed as a percentage—

A

B

where—
A is the qualifying net group-interest expense of the group for the period;
B is the group-EBITDA of the group for the period.

(2) “The group ratio percentage” is 100% where—

(a) the percentage determined under subsection (1) is negative or higher
than 100%, or

(b) B in that subsection is zero.
(3) See—
section 414 for the meaning of “qualifying net group-interest expense”;
section 416 for the meaning of “group-EBITDA”.
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The debt cap

400 (1) For the purposes of section 397 (and this section), “the fixed ratio debt cap”
of a worldwide group for a period of account of the group is the sum of the
following amounts—

(a) the adjusted net group-interest expense of the group for the period;

(b) the excess debt cap of the group that was generated in the
immediately preceding period of account of the group (if any) (see
subsections (3) to (7)).

(2) For the purposes of section 398 (and this section), “the group ratio debt cap”
of a worldwide group for a period of account of the group is the sum of the
following amounts—

(a) the qualifying net group-interest expense of the group for the period;

(b) the excess debt cap of the group that was generated in the
immediately preceding period of account of the group (if any) (see
subsections (3) to (7)).

(3) Where no group ratio election is in force in relation to a period of account
of'a worldwide group (“the generating period”), “the excess debt cap” of the
group that is generated in the period is (subject to subsections (5) and (6))—

A—B
where—

A is the fixed ratio debt cap of the group for the generating period,

B is 30% of the aggregate tax-EBITDA of the group for the generating
period.

(4) Where a group ratio election is in force in relation to a period of account of
a worldwide group (“the generating period”), “the excess debt cap” of the
group that is generated in the period is (subject to subsections (5) and (6))—

A—B
where—

A is the group ratio debt cap of the group for the generating period,

B is the group ratio percentage of the aggregate tax-EBITDA of the group
for the generating period.

(5) Where the amount determined under subsection (3) or (4) is negative, “the
excess debt cap” of the group that is generated in the period is nil.

(6) Where the amount determined under subsection (3) or (4) is greater than the
carry-forward limit, “the excess debt cap” of the group that is generated in
the period is the carry-forward limit.
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(7) For this purpose the “carry-forward limit” is the sum of the following
amounts—

(a) the excess debt cap generated in the period of account of the group
immediately preceding the generating period (if any);

(b) the total disallowed amount of the group in the generating period.

(8) See—
section 373 for the meaning of “the total disallowed amount”;
section 405 for the meaning of “aggregate tax-EBITDA”;
section 413 for the meaning of “adjusted net group-interest expense”;
section 414 for the meaning of “qualifying net group-interest expense”.

Effect of group ratio (blended) election

Effect of group ratio (blended) election on group ratio percentage

401 (1) Where a group ratio (blended) election (see paragraph 14 of Schedule 7A)
has effect in relation to a period of account of a worldwide group (“the
relevant period of account”), this Chapter applies subject to this section.

(2) Section 399 (meaning of “group ratio percentage”) does not apply for the
purpose of determining the group ratio percentage of the group for the
relevant period of account.

(3) Instead, the group ratio percentage of the group for the relevant period of
account is determined by taking the following steps—
Step 1 For each investor in the group, multiply the investor's applicable
percentage by the investor's share in the group.

Step 2 Add together the amounts found under Step 1.

(4) For the purposes of this section, an investor's “applicable percentage” is the
highest of the following percentages—
(a) 30%;
(b) the percentage determined under section 399;

(c) in the case of a related party investor that, throughout the relevant
period of account, is a member of a worldwide group (“the investor's
worldwide group”) other than that mentioned in subsection (1), the
group ratio percentage of the investor's worldwide group for the
relevant period of account.

(5) Subsection (6) applies where financial statements of the investor's
worldwide group are drawn up in respect of one or more periods (“the
investor's periods of account”) that are comprised in or overlap with (but are
not coterminous with) the relevant period of account.

(6) The group ratio percentage of the investor's worldwide group for the relevant
period of account is to be determined for the purposes of subsection (4)(c)
by taking the following steps—

Step 1 Find the group ratio percentage of the investor's worldwide
group for each of the investor's periods of account.
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Step 2 Find the proportion of the relevant period of account that
coincides with each of the investor's periods of account.

Step 3 For each of the investor's periods of account, multiply the group
ratio percentage found under Step 1 by the proportion found under Step
2

Step 4 Add together the amounts found under Step 3.

Effect of group ratio (blended) election on group ratio debt cap

402 (1) Where a group ratio (blended) election (see paragraph 14 of Schedule 7A)

has e

ffect in relation to a period of account of a worldwide group (“the

relevant period of account™), this Chapter applies subject to this section.

(2) In section 400 (the debt cap), subsection (2)(a) is treated as if—

(a)
(b)

it did not refer to the qualifying net group-interest expense of the
group for the period, and

instead it referred to the blended net group-interest expense of the
group for the period, as determined in accordance with this section.

(3) The blended net group-interest expense of the group for the relevant period
of account is determined by taking the following steps—

Step 1 For each investor in the group whose applicable percentage
for the purposes of section 401 is the percentage mentioned in
subsection (4)(a) of that section, multiply the adjusted net group-
interest expense of the group for the period by the investor's share in
the group.

Step 2 For each investor in the group whose applicable percentage
for the purposes of section 401 is the percentage mentioned in
subsection (4)(b) of that section, multiply the qualifying net group-
interest expense of the group for the period by the investor's share in
the group.

Step 3 For each investor in the group whose applicable percentage
for the purposes of section 401 is the percentage mentioned in
subsection (4)(c) of that section, find the applicable net group-
interest expense of the investor's worldwide group for the period (see
subsections (4) to (8) of this section).

Step 4 Add together the amounts found under Steps 1, 2 and 3.

(4) For the purposes of this section, the “applicable net group-interest expense”
of the investor's worldwide group for a period of account is so much of
the qualifying net group-interest expense of the investor's worldwide group
for the period as relates to loans to, or other financial arrangements with,
members of the investor's worldwide group that are used to fund (directly
or indirectly) loans to, or other financial arrangements with, members of the
worldwide group mentioned in subsection (1).

(5) Subsection (6) applies where periods of account of the investor's worldwide
group (“the investor's periods of account”) are comprised in or overlap with
(but are not coterminous with) the relevant period of account.

(6) The applicable net group-interest expense of the investor's worldwide group
for the relevant period of account is the aggregate of so much of the
applicable net group-interest expense of the investor's worldwide group
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for each of the investor's periods of account as is referable, on a just and
reasonable basis, to the relevant period of account.

(7) Subsection (8) applies where—

(a) aloan is made to, or another financial arrangement is entered into
with, a member of the investor's worldwide group, and

(b) the loan or other financial arrangement is—
(i) in part used to fund (directly or indirectly) loans to, or other
financial arrangements with, members of the worldwide
group mentioned in subsection (1), and

(i1) in part used for other purposes.

(8) In determining the applicable net group-interest expense of the investor's
worldwide group for any period, the amount of the qualifying net group-
interest expense of the investor's worldwide group for the period that is
brought into account, in respect of the loan or other financial arrangement
mentioned in subsection (7)(a), is confined to such amount as is referable,
on a just and reasonable basis, to the use mentioned in subsection (7)(b)(1).

(9) In this section—
“financial arrangements” does not include the holding of shares;

“the investor's worldwide group” has the same meaning as in
section 401.

Calculations under sections 401 and 402: investor worldwide groups

403 (1) This section applies—
(a) in determining, under section 401, the group ratio percentage of the
investor's worldwide group for a period of account;
(b) in determining, under section 402, the qualifying net group-interest
expense of the investor's worldwide group for a period of account.

(2) Where the group ratio (blended) election specifies that a particular election
under Schedule 7A (“the investor's election™) is to be treated as having effect,
or as not having effect, in relation to periods of account of the investor's
worldwide group, the investor's election is to be so treated in determining
the amounts mentioned in subsection (1).

(3) Where the group ratio (blended) election does not specify that a particular
election under Schedule 7A (“the investor's election”) is to be treated as
having effect, or as not having effect, in relation to periods of account of the
investor's worldwide group, the investor's election is to be treated as having
effect in determining the amounts mentioned in subsection (1) only if it was
in fact made in relation to the period of account in question by a reporting
company of the investor's worldwide group.

(4) In this section “the investor's worldwide group” has the same meaning as
in section 401.
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Meaning of “investor”, “related party investor” and investor's “share”

404 (1) An entity is an “investor” in a worldwide group if it has an interest in the
ultimate parent of the group that entitles it to a proportion of the profits or
losses of the group.

(2) An investor in a worldwide group is a “related party investor” of the group
in relation to a period of account of the group if, throughout the period, it is
a related party of the ultimate parent of the group.

(3) The “share” of an investor in a worldwide group, in relation to a period of
account of the group, is the proportion (expressed as a percentage) of the
profits or losses of the group that arise in the period to which the investor is
entitled by virtue of the investor's interest in the group's ultimate parent.

(4) This section has effect for the purposes of this Part.

CHAPTER 6

TAX-EBITDA

The aggregate tax-EBITDA of a worldwide group

405 For the purposes of this Part “the aggregate tax-EBITDA” of a worldwide
group for a period of account of the group is—
(a) the total of the tax-EBITDAs for the period of each company that
was a member of the group at any time during the period, or
(b) where the amount specified in paragraph (a) is negative, nil.

The tax-EBITDA of a company

406 (1) For the purposes of this Part the “tax-EBITDA” of a company for a period
of account of the worldwide group is—

(a) where the company has only one relevant accounting period, the
company's adjusted corporation tax earnings for that accounting
period;

(b) where the company has more than one relevant accounting period,
the total of the company's adjusted corporation tax earnings for each
of those accounting periods.

(2) The company's “adjusted corporation tax earnings” for an accounting period
is the total (which may be negative) of the amounts that meet condition A
or B.

(3) Condition A is that the amount—
(a) 1is brought into account by the company in determining its taxable
total profits of the period (within the meaning given by section 4(2)
of CTA 2010), and
(b) s not an excluded amount for the purposes of this condition (see
section 407).

(4) Condition B is that the amount—
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(a) is not brought into account as mentioned in subsection (3)(a), but
would have been so brought into account if the company had made
profits, or more profits, of any description in the period, and

(b) is not an excluded amount for the purposes of this condition (see
section 407).

(5) Subsection (7) applies if an amount—
(a) is brought into account as mentioned in subsection (3)(a), or
(b) is not brought into account as mentioned in subsection (4)(a),
in an accounting period which contains one or more disregarded periods.

(6) A “disregarded period” is any period falling within the accounting period—
(a) which does not fall within the period of account of the worldwide
group, or
(b) throughout which the company is not a member of the group.

(7) Where this subsection applies, the amount mentioned in subsection (5) is
reduced, for the purposes of subsection (2), by such amount (if any) as is
referable, on a just and reasonable basis, to the disregarded period or periods
mentioned in subsection (5).

(8) An amount may be reduced to nil under subsection (7).

Amounts not brought into account in determining a company's tax-EBITDA

407 (1) An amount is an excluded amount for the purposes of conditions A and B in
section 406 if it is any of the following—

(a) atax-interest expense amount or a tax-interest income amount;

(b) an allowance or charge under CAA 2001;

(c) an excluded relevant intangibles debit or an excluded relevant
intangibles credit (see section 408);

(d) alossthat—

(i) is made by the company in an accounting period other than
that mentioned in section 406(2), and
(i1) is not an allowable loss for the purposes of TCGA 1992;

(e) a deficit from the company's loan relationships for an accounting
period other than that mentioned in section 406(2);

(f) expenses of management of the company that are referable to an
accounting period other than that mentioned in section 406(2);

(g) a deduction under section 137 of CTA 2010 (group relief) or
section 188CK of that Act (group relief for carried-forward losses)
if and to the extent that it constitutes a loss of the worldwide group;

(h) aqualifying tax relief.

(2) For the purposes of subsection (1)(g) the deduction constitutes a “loss of
the worldwide group” if and to the extent that it comprises surrenderable
amounts that are referable to times at which the surrendering company was
a member of the worldwide group.

(3) An amount is a qualifying tax relief for the purposes of subsection (1)(h) if
it is any of the following—
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(a)
(b)
(©)

(d)

(e)
®

(2
()
(1)
)
)
M

an R&D expenditure credit within the meaning of section 104A of
CTA 2009;

a deduction under section 1044, 1063, 1068 or 1087 of CTA 2009
(additional relief for expenditure on research and development);

an amount which is treated as a trading loss as a result of
section 1092 of CTA 2009 (SMEs: deemed trading loss for pre-
trading expenditure);

a deduction under section 1147 or 1149 of CTA 2009 (relief for
expenditure on contaminated or derelict land);

a deduction under section 1199 of CTA 2009 (film tax relief);

a deduction under section 1216CF of CTA 2009 (television tax
relief);

a deduction under section 1217CF of CTA 2009 (video games tax
relief);

a deduction under section 1217H of CTA 2009 (relief in relation to
theatrical productions);

a deduction under section 1217RD of CTA 2009 (orchestra tax
relief);

a deduction under section 1218ZCE of CTA 2009 (museums and
galleries exhibition tax relief);

a qualifying charitable donation (whether made in the accounting
period mentioned in section 406(2) or an earlier one);

a deduction under section 357A of CTA 2010 (profits from patents
etc chargeable at lower rate of corporation tax).

(4) An amount is an excluded amount for the purposes of condition B in
section 406 if it is an allowable loss for the purposes of TCGA 1992.

Excluded relevant intangibles debits and excluded relevant intangibles credits

408 (1) For the purposes of section 407 (and this section)—

(a)

(b)

a debit is a “relevant intangibles debit” if it is brought into account
under a provision of Part 8 of CTA 2009 (intangible fixed assets)
that is listed in column 1 of the following table;

a relevant intangibles debit is “excluded” to the extent indicated in
the corresponding entry in column 2 of the table.

Provision
section 729
section 731

section 732

section 735
section 736
section 872

section 874

Excluded debits
excluded in full
excluded in full

excluded if and to the extent that its amount is determined by
reference to an excluded intangibles credit

excluded in full
excluded in full
excluded in full

excluded in full
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(2) For the purposes of section 407 (and this section)—

(a) acreditis a “relevant intangibles credit” if it is brought into account
under a provision of Part 8 of CTA 2009 (intangible fixed assets)
that is listed in column 1 of the following table;

(b) arelevant intangibles credit is “excluded” to the extent indicated in
the corresponding entry in column 2 of the table.

Provision Excluded credits

section 723 excluded if and to the extent that its amount is determined by reference
to excluded intangible debits and excluded intangible credits

section 725  excluded if and to the extent that its amount is determined by reference
to an excluded intangibles debit

section 735  excluded if and to the extent that the cost of the asset in question
exceeds its tax written-down value

section 872 excluded in full
section 874 excluded in full

(3) In the table in subsection (2)—

(a) “tax written-down value” has the same meaning as in Part 8 of CTA
2009 (see Chapter 5 of that Part);

(b) “the cost of the asset” has the same meaning as in section 736 of
that Act.

Double taxation relief

409 (1) This section applies where—

(a) apart from this section, an amount of income (“the relevant amount”)
would meet condition A or B in section 406 in relation to a relevant
accounting period of a company, and

(b) the amount of corporation tax chargeable in respect of the relevant
amount is reduced under section 18(2) (entitlement to credit for
foreign tax reduces UK tax by amount of the credit).

(2) The relevant amount is treated, for the purposes of section 406(2) (meaning
of “adjusted corporation tax earnings”) as not meeting the condition
mentioned in subsection (1)(a) to the extent that it consists of notional
untaxed income.

(3) For this purpose, the amount of the relevant amount that consists of “notional
untaxed income” is—

A

B

where—

A is the amount of the reduction mentioned in subsection (1)(b);
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B is the rate of corporation tax payable by the company, before any credit
under Part 2 (double taxation relief), on the company's profits for the relevant
accounting period.

CHAPTER 7

GROUP-INTEREST AND GROUP-EBITDA
Group-interest

Net group-interest expense

410 (1) For the purposes of this Part the “net group-interest expense” of a worldwide
group for a period of account of the group (“the relevant period of account™)
is—

A—B
where—

A is the sum of the relevant expense amounts that are recognised in the
financial statements of the group for the period as items of profit or loss;

B is the sum of the relevant income amounts that are recognised in the
financial statements of the group for the period as items of profit or loss.

(2) Subsection (3) applies where—

(a) a relevant expense amount (“the capitalised expense”) is brought
into account in financial statements of the group (whether for the
relevant period of account or any earlier period) in determining the
carrying value of an asset,

(b) the asset is not a relevant asset, and

(c) in the financial statements of the group for the relevant period of
account, any of the carrying value is written down.

(3) A in subsection (1) is treated as including so much of the amount written
down as is attributable to the capitalised expense.

(4) Subsection (5) applies where—

(a) arelevant income amount (“the capitalised income”) is brought into
account in financial statements of the group (whether for the relevant
period of account or any earlier period) in determining the carrying
value of an asset,

(b) the asset is not a relevant asset, and

(c) in the financial statements of the group for the relevant period of
account, any of the carrying value is written down.

(5) B in subsection (1) is treated as including the amount of the reduction in the
amount written down that is attributable to the capitalised income.

(6) See—
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section 411 for the definitions of “relevant expense amount” and
“relevant income amount”;

section 417(5) and (6) for the definition of “relevant asset”;

section 420 for provision affecting amounts recognised in financial
statements in respect of certain profits or losses arising from derivative
contracts.

“Relevant expense amount” and “relevant income amount”

411 (1) In this Chapter “relevant expense amount” means (subject to subsection (3))
an amount in respect of any of the following—

(a) interest payable under a loan relationship;
(b) expenses ancillary to a loan relationship;

(c) losses arising from a loan relationship or a related transaction, other
than—
(i) exchange losses, and
(i1) impairment losses;
(d) dividends payable in respect of preference shares accounted for as
a financial liability;

(e) losses arising from a relevant derivative contract or a related
transaction, other than—

(i) exchanges losses,
(i1) impairment losses, and
(iii) losses where the contract hedges risks arising in the
ordinary course of a trade and the contract was entered into
wholly for reasons unrelated to the capital structure of the
worldwide group (or any member of the worldwide group);

(f) expenses ancillary to a relevant derivative contract or related
transaction;

(g) financing charges implicit in payments made under a finance lease;
(h) financing charges relating to debt factoring;

(i) financing charges implicit in payments made under a service
concession arrangement if and to the extent that the arrangement is
accounted for as a financial liability;

(j) interest payable in respect of a relevant non-lending relationship;

(k) alternative finance return payable under alternative finance
arrangements;

(1) manufactured interest payable;
(m) financing charges in respect of the advance under a debtor repo or
debtor quasi-repo;
(n) financing charges so far as they are made up of amounts which—
(i) are treated as interest payable under a loan relationship
under a relevant provision of Chapter 2 of Part 16 of CTA
2010 (finance arrangements), or
(i1) would be so treated if the company in question were within
the charge to corporation tax.

(2) In this Chapter “relevant income amount” means (subject to subsection (3))
an amount in respect of any of the following—
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(a) interest receivable under a loan relationship;

(b) profits arising from a loan relationship or a related transaction, other
than—

(i) exchange gains, and
(i1) the reversal of impairment losses;

(c) dividends receivable in respect of preference shares accounted for
as a financial asset;

(d) gains arising from a relevant derivative contract or a related
transaction, other than—

(i) exchange gains,
(ii) the reversal of impairment losses, and

(iii) gains where the contract hedges risks arising in the ordinary
course of a trade and the contract was entered into
wholly for reasons unrelated to the capital structure of the
worldwide group (or any member of the worldwide group);

(e) financing income implicit in amounts received under a finance lease;
(f) financing income relating to debt factoring;

(g) financing income implicit in amounts received under a service
concession arrangement if and to the extent that the arrangement is
accounted for as a financial asset;

(h) interest receivable in respect of a relevant non-lending relationship;

(i) alternative finance return receivable under alternative finance
arrangements;

(j) manufactured interest receivable;

(k) financing income in respect of the advance under a creditor repo or
creditor quasi-repo;

() financing income so far as it is made up of amounts which—

(i) are treated as interest receivable under a loan relationship
under a relevant provision of Chapter 2 of Part 16 of CTA
2010 (finance arrangements), or

(i1) would be so treated if the company in question were within
the charge to corporation tax.

(3) In this Chapter—

(a) “relevant expense amount” does not include an amount payable
under a pension scheme;

(b) “relevant income amount” does not include an amount receivable
under a pension scheme.

(4) In subsection (3) “pension scheme” has the meaning given by section 150(1)
of FA 2004.

Section 411: interpretation

412 (1) For the purposes of section 411(1)(b), expenses are “ancillary” to a loan
relationship if and only if they are incurred directly—

(a) in bringing, or attempting to bring, the relationship into existence,
(b) in making payments under the loan relationship, or
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(c) in taking steps to ensure the receipt of payments under the loan
relationship.

(2) For the purposes of section 411(1)(e) and (2)(d) a derivative contract is
“relevant” if its underlying subject matter consists only of one or more of
the following—

(a) interest rates;
(b) any index determined by reference to income or retail prices;
(c) currency;
(d) an asset or liability representing a loan relationship;
(e) any other underlying subject matter which is—
(i) subordinate in relation to any of the matters mentioned in
paragraphs (a) to (d), or
(i1) of small value in comparison with the value of the
underlying subject matter as a whole.

(3) Whether part of the underlying subject matter of a derivative contract is
subordinate or of small value is to be determined for the purposes of
subsection (2)(e) by reference to the time when the company enters into or
acquires the contract.

(4) For the purposes of section 411(1)(f) expenses are “ancillary” to a relevant
derivative contract or related transaction if and only if they are incurred
directly—

(a) in bringing, or attempting to bring, the derivative contract into
existence,

(b) inentering into or giving effect to, or attempting to enter into or give
effect to, the related transaction,

(c) in making payments under the derivative contract or as a result of
the related transaction, or

(d) intaking steps to secure the receipt of payments under the derivative
contract or in accordance with the related transaction.

(5) For the purposes of section 411(1)(n) and (2)(1), the following provisions of
Chapter 2 of Part 16 of CTA 2010 are “relevant”™—

(a) section 761(3) (type 1 finance arrangements: borrower a company);

(b) section 762(3) (type 1 finance arrangements: borrower a
partnership);

(c) section 766(3) (type 2 finance arrangements);
(d) section 769(3) (type 3 finance arrangements).

(6) In section 411—

(a) in subsections (1)(c) and (2)(b), “related transaction”, “exchange
loss” and “exchange gain” have the same meaning as in Parts 5 and
6 of CTA 2009 (see sections 304 and 475 of that Act);

(b) in subsections (1)(e) and (2)(d), “related transaction”, “exchange
loss” and “exchange gain” have the same meaning as in Part 7 of
that Act (see sections 596 and 705 of that Act).

(7) In section 411 and this section—

“alternative finance arrangements” has the same meaning as in
Parts 5 and 6 of CTA 2009 (see section 501(2) of that Act);
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“alternative finance return” has the same meaning as in Part 6 of
CTA 2009 (see sections 511 to 513 of that Act);

“creditor quasi-repo” has the same meaning as in Chapter 10 of
Part 6 of CTA 2009 (see section 544 of that Act);

“creditor repo” has the same meaning as in Chapter 10 of Part 6
of CTA 2009 (see section 543 of that Act);

“debtor quasi-repo” has the same meaning as in Chapter 10 of
Part 6 of CTA 2009 (see section 549 of that Act);

“debtor repo” has the same meaning as in Chapter 10 of Part 6 of
CTA 2009 (see section 548 of that Act);

“manufactured interest” has the same meaning as in Chapter 9 of
Part 6 of CTA 2009 (see section 539(5) of that Act);

“relevant non-lending relationship” has the same meaning as in
Chapter 2 of Part 6 of CTA 2009 (see sections 479 and 480 of that
Act);

“underlying subject matter” has the same meaning as in Part 7 of
CTA 2009 (see section 583 of that Act).

Adjusted net group-interest expense

413 (1) For the purposes of this Part the “adjusted net group-interest expense” of
a worldwide group for a period of account of the group is (subject to
subsection (2))—

A+B-C

where—

A is the net group-interest expense of the group for the period (see
section 410);

B is the sum of any upward adjustments (see subsection (3));
C is the sum of any downward adjustments (see subsection (4)).

(2) Where the amount determined under subsection (1) is negative, the “adjusted
net group-interest expense” of the group for the period is nil.

(3) In this section “upward adjustment” means any of the following amounts—

(a) a relevant expense amount that is brought into account in the
financial statements of the group for the period in determining the
carrying value of an asset or liability;

(b) an amount that is included in the net group-interest expense of the
group for the period by virtue of section 410(5) (capitalised income
written off);

(c) arelevant expense amount that—

(i) in the financial statements of the group for the period
is recognised in equity or shareholders' funds, and is not
recognised as an item of profit or loss or as an item of other
comprehensive income, and
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(i) is brought into account for the purposes of corporation tax
by a member of the group under a relevant enactment, or
would be so brought into account if the member were within
the charge to corporation tax;

(d) a relevant income amount that is recognised in the financial
statements of the group for the period, as an item of profit or loss,
so far as it—

(1) is prevented from being brought into account for the
purposes of corporation tax by a member of the group by
section 322(2) or 323A of CTA 2009 (cases where credits
not required to be brought into account), or

(i1) would be so prevented if the member were within the charge
to corporation tax.

(4) In this section “downward adjustment” means any of the following
amounts—

(a) a relevant income amount that is brought into account in the
financial statements of the group for the period in determining the
carrying value of an asset or liability;

(b) an amount that is included in the net group-interest expense of the
group for the period by virtue of section 410(3) (capitalised expense
written off);

(¢) arelevant income amount that—

(i) in the financial statements of the group for the period
is recognised in equity or shareholders' funds, and is not
recognised as an item of profit or loss or as an item of other
comprehensive income, and

(i) is brought into account for the purposes of corporation tax
by a member of the group under a relevant enactment, or
would be so brought into account if the member were within
the charge to corporation tax;

(d) a relevant expense amount that is recognised in the financial
statements of the group for the period, as an item of profit or loss,
so far as it—

(1) is prevented from being brought into account for the
purposes of corporation tax by a member of the group by
section 323 A of CTA 2009 (cases where credits not required
to be brought into account), or

(i1) would so prevented if the member were within the charge
to corporation tax;

() a relevant expense amount that is recognised in the financial
statements of the group for the period, as an item of profit or loss,
so far as—

(i) the amount represents a dividend payable in respect of
preference shares, and

(ii) those shares are recognised as a liability in the financial
statements of the group for the period.

(5) The references in subsections (3)(a) and (4)(a) to amounts brought into
account in determining the carrying value of an asset or liability do not
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include amounts so brought into account as the result of writing off any part
of an amount which was itself so brought into account.

(6) In subsections (3)(c)(ii) and (4)(c)(ii), “relevant enactment” means—
(a) section 321 or 605 of CTA 2009 (credits and debits recognised in
equity), or
(b) regulation 3A of the Taxation of Regulatory Capital Securities
Regulations 2013 (S.1. 2013/3209) (amounts recognised in equity).

Qualifying net group-interest expense

414 (1) For the purposes of this Part the “qualifying net group-interest expense”
of a worldwide group for a period of account of the group is (subject to
subsection (2))—

A—B

where

A is the adjusted net group-interest expense of the group for the period (see
section 413);

B is the sum of any downward adjustments (see subsection (3)).

(2) Where the amount determined under subsection (1) is negative, “the
qualifying net group-interest expense” of the group for the period is nil.

(3) In this section “downward adjustment” means a relevant expense amount
that meets the condition in subsection (4), so far as it relates to—

(a) atransaction with, or a financial liability owed to, a person who, at
any time during the period, is a related party of a member of the
group,

(b) results-dependent securities, or

(c) equity notes.

(4) The condition mentioned in subsection (3) is that the amount—

(a) isrecognised in the financial statements of the group for the period,
as an item of profit and loss, and is not (and is not comprised in) a
downward adjustment for the purposes of section 413 (adjusted net
group-interest expense), or

(b) s (oris comprised in) an upward adjustment for the purposes of that
section.

(5) In a case where—

(a) the person mentioned in subsection (3)(a) is not a related party of a
member of the group during any part of the period of account, or

(b) during any part of the period of account, the financial liability
mentioned in subsection (3)(a) is owed to a person who is not a
related party of a member of the group,

the amount of the downward adjustment under subsection (3)(a) is to be
reduced by such amount (if any) as is attributable, on a just and reasonable
basis, to that part.
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Section 414: interpretation

415 (1) For the purposes of section 414 a person is treated as not being a related
party of a member of the group at any time (“the relevant time”) if at the
relevant time—

(a) the person would (apart from this subsection) be a related party
of the member by virtue only of section 466(2) (parties to loan
relationship treated as related parties by virtue of financial assistance
provided by a related party), and

(b) any of the following conditions is met in relation to the guarantee,
indemnity or other financial assistance in question.

(2) The conditions are—
(a) that the financial assistance is provided before 1 April 2017;
(b) that the financial assistance is provided by a member of the group;
(c) that the financial assistance relates only to an undertaking in relation
to—
(i) shares in the ultimate parent of the group, or
(i) loans to a member of the group;
(d) that the financial assistance is a non-financial guarantee.

(3) Financial assistance is “a non-financial guarantee” if—

(a) it guarantees the performance by any person of contractual
obligations to provide goods or services to a member of the group,

(b) it is given by the person providing the goods or services or by a
related party of that person, and

(c¢) the maximum amount for which the guarantor is liable does not
exceed the consideration given under the contract for the provision
of the goods or services.

(4) The reference in section 414(3)(b) to “results-dependent securities” is
(subject to subsection (8)) to securities issued by an entity where the
consideration given by the entity for the use of the principal secured depends
(to any extent) on—

(a) the results of the entity's business, or

(b) the results of the business of any other entity that was a member of
the group at any time during the period of account of the group.

In this subsection references to a business include part of a business.

(5) For the purposes of subsection (4) the consideration given by the entity for
the use of the principal secured does not fall within paragraph (a) or (b) of
that subsection merely because the terms of the security provide—

(a) for the consideration to be reduced if the results mentioned in that
paragraph improve, or

(b) for the consideration to be increased if the results mentioned in that
paragraph deteriorate.

(6) An amount does not fall within section 414(3)(b) so far as it is relevant
alternative finance return (within the meaning given by section 1019(2) of
CTA 2010).
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(7) The reference in section 414(3)(c) to “equity notes” is (subject to
subsection (8)) to equity notes within the meaning given by section 1016 of
CTA 2010.

(8) A regulatory capital security (within the meaning of Taxation of Regulatory
Capital Securities Regulations 2013 (S.1. 2013/3209)) is not—

(a) aresults-dependent security for the purposes of section 414(3)(b), or
(b) an equity note for the purposes of section 414(3)(c).

Group-EBITDA

Group-EBITDA

416 (1) For the purposes of this Part “the group-EBITDA” of a worldwide group for
a period of account of the group (“the relevant period of account”) is—

PBT 47+ DA

where—

PBT is the group's profit before tax (which may be a negative amount) (see
subsection (2));

I is the net group-interest expense of the group for the period (which may be
a negative amount) (see section 410);

DA is the group's depreciation and amortisation adjustment (which may be
a negative amount) (see subsection (3)).

(2) For the purposes of this Chapter a worldwide group's “profit before tax” is—

(a) the sum of the amounts that are recognised in the financial
statements of the group for the period, as items of profit or loss, in
respect of income of any description other than tax income, less

(b) the sum of the amounts that are recognised in the financial
statements of the group for the period, as items of profit or loss, in
respect of expenses of any description other than tax expense.

In this subsection “tax income” and “tax expense” have the meaning they
have for accounting purposes.

(3) In this section the group's “depreciation and amortisation adjustment” means
the sum of the following amounts (any of which may be negative)—

(a) the capital (expenditure) adjustment (see section 417);
(b) the capital (fair value movement) adjustment (see section 418);
(c) the capital (disposals) adjustment (see section 419).

(4) The following expressions have the same meaning in sections 417 to 419 as
they have in this section—

“the relevant period of account”;
“the group's profit before tax”.
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(5) For provision affecting amounts recognised in financial statements in respect
of certain profits or losses arising from derivative contracts, see section 420.

The capital (expenditure) adjustment

417 (1) For the purposes of section 416, “the capital (expenditure) adjustment” is—

A—B—-C
where—

A is the sum of the amounts (if any) in respect of relevant capital expenditure
which are brought into account in determining the group's profit before tax;

B is the sum of the amounts (if any) in respect of relevant capital expenditure
reversals which are brought into account in determining the group's profit
before tax;

C is the sum of the amounts (if any) in respect of relevant capital income
which are brought into account in determining the group's profit before tax.

(2) In this section “relevant capital expenditure” means—

(a) expenditure of a capital nature that relates to relevant assets
(including any relevant expense amounts previously included in the
carrying value of relevant assets) that is recognised in the relevant
period of account by way of depreciation or amortisation, or as the
result of an impairment review,

(b) expenditure of a capital nature that relates to relevant assets that is
incurred and recognised in the relevant period of account, and

(c) amounts recognised in the relevant period of account by way of
provision in respect of future expenditure of a capital nature that
relates to relevant assets.

(3) In this section “relevant capital expenditure reversals” means the reversal in
the relevant period of account of any relevant capital expenditure recognised
in an earlier period of account.

(4) In this section “relevant capital income” means income of a capital nature
that relates to relevant assets.

(5) In this Chapter “relevant asset” means an asset that is—
(a) plant, property and equipment,
(b) an investment property,
(c) an intangible asset,
(d) goodwill,
(e) shares in a company, or

(f) an interest in an entity which entitles the holder to a share of the
profits of the entity.

(6) In subsection (5)—

(a) “plant, property and equipment” has the meaning it has for
accounting purposes;
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(b) “investment property” has the meaning it has for accounting
purposes;

(c) “intangible asset” has the meaning it has for accounting purposes
(and includes an internally-generated intangible asset);

(d) “goodwill” has the meaning it has for accounting purposes (and
includes internally-generated goodwill);

(e) “entity” includes anything which is treated as an entity in the
financial statements of the group (regardless of whether it has a legal
personality as a body corporate).

Section 712(2) and (3) of CTA 2009 (“intangible asset” includes intellectual
property) applies for the purposes of paragraph (c).

(7) An amount does not fall within A in subsection (1) if it is brought into
account in determining a profit or loss on the disposal of a relevant asset.

The capital (fair value movement) adjustment

418 (1) In section 416, “the capital (fair value movement) adjustment” means the
sum of any relevant fair value movements.

(2) For the purposes of subsection (1) there is a “relevant fair value movement”
where—

(a) the carrying value of a relevant asset is measured, for the purposes
of the financial statements of the group, using fair value accounting,
and

(b) an amount representing a change in the carrying value of the asset
is brought into account in determining the group's profit before tax.

(3) The amount of the relevant fair value movement is the amount of the change
mentioned in subsection (2)(b) and—

(a) is apositive amount where the change is a loss;
(b) is a negative amount where the change is a profit.

(4) References in this section to a change in the carrying value of a relevant asset
do not include a change where the amount brought into account in respect
of the change as mentioned in subsection (2)(b) is of a revenue nature.

The capital (disposals) adjustment
419 (1) For the purposes of section 416, “the capital (disposals) adjustment” is—

A—B+C

where—

A is the sum of the amounts (if any) that are brought into account in
determining the group's profit before tax and that represent losses on
disposals of relevant assets;

B is the sum of the amounts (if any) that are brought into account in
determining the group's profit before tax and that represent profits on
disposals of relevant assets;
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C is the sum of any recalculated profit amounts (see subsections (2) to (8)).

(2) For the purposes of the definition of C in subsection (1) there is a
“recalculated profit amount” where the following two conditions are met.

(3) The first condition is that an amount is brought into account in determining
the group's profit before tax in respect of a profit or loss on the disposal of
a relevant asset.

(4) The second condition is that—
(a) the relevant proceeds, exceeds
(b) the relevant cost.

(5) The amount of the recalculated profit amount is the amount of the excess
mentioned in subsection (4).

(6) In this section “the relevant proceeds” means the amount of income of a
capital nature that is brought into account in determining the profit or loss
mentioned in subsection (3).

(7) In this section “the relevant cost” means (subject to subsection (8)) the
amount of expenditure of a capital nature that is brought into account in
determining the profit or loss mentioned in subsection (3).

(8) For the purposes of subsection (7), any adjustment made to the amount
brought into account as mentioned in that subsection is to be disregarded
where the adjustment is in respect of amounts that—

(a) are otherwise recognised, in the financial statements of the group for
the relevant period of account, as items of profit or loss, or

(b) were so recognised in the financial statements of the group for an
earlier period.

(9) References in this section to a relevant asset include part of a relevant asset.

(10) References in this section to the disposal of a relevant asset do not include
a disposal where the profit or loss (if any) on the disposal is of a revenue
nature.

(11) The condition in subsection (3) is met even if no amount is brought into
account as mentioned in that subsection if that is because no gain or loss
accrued on the disposal; and subsections (6) to (8) apply accordingly.

Treatment of derivative contracts in financial statements of worldwide group

Derivative contracts subject to fair value accounting

420 (1) This section makes provision about the amounts recognised in a worldwide
group's financial statements for a period of account (“the relevant period of
account”) in respect of derivative contracts.

(2) Subsection (3) applies where one or more excluded derivative contract
amounts are recognised in the group's financial statements for the relevant
period of account as items of profit or loss.



Finance (No. 2) Act 2017 (c. 32) 253
SCHEDULE 5 — Corporate interest restriction
Document Generated: 2024-09-02

Status: Point in time view as at 06/04/2023.
Changes to legislation: Finance (No. 2) Act 2017 is up to date with all changes known to be in force on or
before 02 September 2024. There are changes that may be brought into force at a future date. Changes that
have been made appear in the content and are referenced with annotations. (See end of Document for details)

(3) The financial statements are treated for the purposes of this Part (apart
from this section) as if the excluded derivative contract amounts were not
recognised in the group's financial statements for the relevant period of
account.

(4) In subsections (2) and (3) “excluded derivative contract amount” means
an amount which would, on the relevant assumptions, be excluded from
section 597(1) of CTA 2009 (amounts recognised in determining a
company's profit or loss) as a result of a relevant provision of the Disregard
Regulations.

(5) Subsection (6) applies where, on the relevant assumptions, one or more
amounts (“replacement derivative contract amounts”) would be brought into
account by members of the group for the purposes of corporation tax in
relevant accounting periods as a result of regulation 9 or 10 of the Disregard
Regulations.

(6) The financial statements are treated for the purposes of this Part (apart
from this section) as if the replacement derivative contract amounts were
recognised in the group's financial statements for the relevant period of
account.

(7) Subsection (9) applies if an accounting period in which a replacement
derivative contract amount would, on the relevant assumptions, be brought
into account for the purposes of corporation tax contains one or more
disregarded periods.

(8) A “disregarded period” is any period falling within the accounting period—
(a) which does not fall withi