
Finance Act 2019 (c. 1)
SCHEDULE 12 – Eliminating tax mismatch for certain debt
Document Generated: 2024-07-16

1

Changes to legislation: There are currently no known outstanding effects for the Finance Act
2019, Cross Heading: Loan relationships with qualifying link. (See end of Document for details)

S C H E D U L E S

SCHEDULE 12 U.K.

ELIMINATING TAX MISMATCH FOR CERTAIN DEBT

Loan relationships with qualifying link
1 After section 352A of CTA 2009 insert—

“352B Eliminating tax mismatch for loan relationships with qualifying link
(1) This section applies if—

(a) section 349 applies in respect of a loan relationship of a company
for an accounting period (application of amortised cost basis to
connected companies relationships),

(b) the company is a party to another loan relationship (“the external
loan relationship”) in respect of which that section does not apply
for the period,

(c) the external loan relationship is a debtor relationship dealt with in
its accounts on the basis of fair value accounting, and

(d) the external loan relationship has a qualifying link with one or more
other loan relationships of the company.

(2) For this purpose the external loan relationship has “a qualifying link” with
one or more other loan relationships of the company if—

(a) each of those other loan relationships of the company is a loan
relationship in respect of which section 349 applies for the
accounting period, and

(b) taking those other loan relationships together, the money received
by the company under the external loan relationship is wholly or
mainly used to lend money under those other loan relationships.

(3) The credits and debits which are to be brought into account for the purposes
of this Part in respect of the external loan relationship for the period are to
be determined on an amortised cost basis of accounting.

(4) If a company has a hedging relationship between—
(a) a relevant contract (“the hedging instrument”), and
(b) the liability representing the external loan relationship,

it is to be assumed in applying the amortised cost basis of accounting for the
purposes of subsection (3) that the hedging instrument has where possible
been designated for accounting purposes as a fair value hedge of that loan
relationship.”

2 In section 465B of CTA 2009 (meaning of “tax-adjusted carrying value”), in
subsection (9), after paragraph (k) insert—
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“(ka) section 352B (eliminating tax mismatch for loan relationships with
qualifying link),”.
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