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1.

Introduction

1.1

The Lloyd’s Underwriters (Double Tax Relief) (Corporate Members) Regulations
2006 were laid before Parliament on 7 December 2006 and apply to corporate
members’ accounting periods ending on or after 31 December 2006. These
Regulations, attached as Appendix I, contain new rules for corporate members in
relation to the claiming of double taxation credit relief for overseas taxes paid.

1.2

Attached at Appendix II is a letter from HM Revenue & Customs (“HMRC”) dated
6 December 2006 clarifying some issues related to the Regulations. More detailed
guidance will be provided by HMRC in their Lloyd’s Manual (available at
www.hmrc.gov.uk) in due course.

2.

Detail

2.1

These Regulations, which follow consultation with Lloyd’s Tax Department and the
market, provide for corporate members to have a pool of foreign tax available for
credit relief. A corporate member can decide each year, on a territory by territory
basis, whether to take a deduction for foreign tax paid or to put the foreign tax into
the tax credit relief pool. The Regulations generally treat the foreign tax paid for a
foreign period as corresponding to the corporate member’s accounting period
beginning in the following 12 months (so, for example, 2005 calendar year foreign
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tax is treated as corresponding to the member’s accounting period ending
31 December 2006).
2.2

The foreign tax suffered will be restricted at the point of entry to the pool in any
cases where the effective rate of foreign tax is greater than the average rate of UK
corporation tax for the corresponding accounting period (i.e. currently greater than
30%). The effective rate of foreign tax is calculated with reference to the profits of
the member’s underwriting business in the overseas territory to which the tax relates
and therefore a separate calculation is required for every overseas territory for which
creditable tax is paid.

2.3

HMRC have confirmed to us in a letter, attached as Appendix II to this bulletin, that
where Lloyd’s has a central agreement or arrangement to deal with taxes in
overseas territories they will accept the foreign measure of profit under those
arrangements for the purposes of calculating the effective rate of foreign tax. The 15
countries where there are currently such arrangements are: Australia, Belgium,
Canada, Dominica, France, French Polynesia, Hong Kong, Israel, Japan, Malta,
New Zealand, St Lucia, St Vincent and the Grenadines, Singapore, and the United
States.

2.4

Credit relief will be available for amounts within the pool for an accounting period
against the corporate member’s corporation tax on profits of that accounting period
or generally any of its three previous accounting periods, with any unused foreign
tax being carried forward to the next accounting period. Once an amount of foreign
tax has entered the pool, no further restriction or calculation is necessary when
credit relief is actually claimed.

2.5

Where the foreign tax payable for a foreign period is later adjusted (either a further
payment or a repayment), HMRC have advised us that it is necessary to go back
and re-compute the amount eligible for entry into the pool on the basis of the revised
figures and to adjust the pool and any relief given for that and other accounting
periods accordingly.

2.6

Transitional provisions allow corporate members to choose whether to add to the
pool any unrelieved amounts of foreign tax that relate to earlier foreign accounting
periods. These amounts will similarly be restricted on entry to the pool. Where a
corporate member chooses to keep unrelieved foreign tax which relates to an earlier
accounting period outside of the pool, relief must be claimed for these amounts
before relief is claimed for amounts in the pool.

2.7

To enable members to calculate the amount of foreign tax which can enter the pool,
Lloyd’s will where possible provide members with details regarding the foreign tax
paid and the corresponding foreign profits. The process to provide this information
will be communicated shortly.
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3.

Distribution and Contacts
This bulletin is being issued to underwriting agents, recognised auditors and direct
corporate members. If you have any questions please contact:
Rosaleen Moore
Juliet Phillips
Helen Harrison

tel: 020 7327 6856
tel: 020 7327 6839
tel 020 7327 6859

email: rosaleen.moore@lloyds.com
email: juliet.phillips@lloyds.com.
email: helen.harrison@lloyds.com

Rosaleen Moore
Taxation
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