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STATUTORY INSTRUMENTS

2002 No. 2006

The Tax Credits (Definition and
Calculation of Income) Regulations 2002

PART 2
Income for the purposes of tax credits

CHAPTER 9

Foreign income

12.—(1)  In these Regulations “foreign income” means income arising, in the year in question,
from [F1a source outside the United Kingdom or from foreign holdings] which is not—

(a) employment income;
(b) trading income; or
(c) investment income falling within regulation 10(1)(e).

This is subject to the following provisions of this regulation.

[F2(2)  The reference in paragraph (1) to “foreign holdings” shall be construed in accordance with
section 571 of ITTOIA.]

(3)  In calculating the claimant’s foreign income there shall be disregarded—
(a) any payment by way of an annuity or pension payable under any special provision for

victims of National Socialist persecution which is made by the law of the Federal Republic
of Germany, or any part of it, or of Austria;

[F3(aa) any monies paid by a bank or building society which are exempted from income tax under
section 756A of ITTOIA (interest on certain deposits of victims of National-Socialist
persecution).]

[F4(b) the amount authorised to be deducted by the relevant provision if the claimant’s foreign
income comprises or includes a pension to which the following provisions of ITEPA
apply—

(i) section 567(5) and 617 (deduction allowed from taxable pension income);
(ii) section 575(2) (taxable pension income: foreign pensions);

(iii) section 613(3) (taxable pension income: foreign annuities); and
(iv) section 635(3) (taxable pension income: foreign voluntary annual payments); and]

(c) any amount which would be disregarded for the purposes of income tax by virtue of—
(i) Extra Statutory Concession A10 (lumps sums paid by overseas pension schemes);

[F5(ii) section 681 of ITEPA;]
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(iii) [F6section 751(1)(c) of ITTOIA] (interest on damages for personal injuries awarded
by a foreign court); F7...

(iv) Extra Statutory Concession A44 (education allowances payable to public officials
of overseas territories); [F8or

(v) section 730 of ITTOIA (foreign maintenance payments).]

[F9(4)  Where an overseas property business [F10(within the meaning of Part 3 of ITTOIA)] makes
a loss to which the relief provisions [F11contained in sections 118 (carry forward against subsequent
property business profits) and 119 (how relief works) of ITA apply], then such relief as may arise
under [F12those sections] shall be applied in calculating foreign income for the purposes of this
regulation.]
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