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L |ntr oduction

1.1  The 1994 Finance Act contains provisions for an insurance prem um tax

(IPT) . The tax at a rate of 2 1/2% comences on the 1st Cctober 1994.

d Regul ations covering mainly admnistrative and procedural issues, wll
shortly be laid before Parlianent.

1.2 The tax will apply to general insurance where the risk is located in the
United Ki ngdom It will apply, for exanple, to motor, buildings and
contents and general liability insurance. It will not apply to long
term insurance such as life assurance nor to reinsurance, There are a
nunber of other exenptions. Export credit insurance will be exenpt as
wel | as certain insurance of ships, aircraft, goods in transit and
international railway rolling stock.

1.3 I PT is payable by the insured but it will be collected by the insurer,
who will be responsible for making quarterly returns and paying the tax
to CQustonms & Excise who will adninister the tax.

1.4 Al business renewed and all new policies incepting on or after 1

Cctober 1994 are potentially subject to | PT and underwiters and brokers
will have to decide whether IPT is payable when they wite business.
Additional premunms witten on or after 1 Cctober 1994 in respect of
policies incepting before that date will generally not be within the
scope of |PT.



Ll oyd's a Position

The introduction of IPT has major inplications for Lloyd s and
di scussi ons have been taking place between the Corporation and the
Mar ket Associations to decide how it should be inplenented.

Regi .

Every syndicate will have to be registered for |PTand managi ng agents
will have to conplete a registration form for eachsyndicate they
manage. It is planned to co-ordinate this registration process
central ly.

A further bulletin will be issued when the return forns are available in
July.

Iax Return

The responsibility for collecting and paying IPT for all business

handl ed through Lloyd s Central Accounting system will be undertaken by
the Corporation. The tax will be collected (with the premun) fromthe
broker and held in a separate account by the Corporation until paynent

i's required.

However, as premuns for notor insurance are not processed through
Ll oyd’s Central Accounting the managi ng agents for motor syndicates wll
retain responsibility for IPT.

There are a nunber of syndicates who use Lloyd s Central Accounting for
part but not all of their premumincone and they will need special
arrangerment s. Managing agents should conplete the attached
questionnaire and return it to M Roger Ramage in Lloyd s Taxation
Department as soon as possible so we can deternm ne how many syndi cates
are in this position.

The Tax Point

An insurer can use one of two nethods in determning when the tax is

due.  The first method uses the date the premumis received by either

the insurer or, if earlier, a third party such as a broker. This nethod
woul d have been virtually unworkable for Lloyd s as current accounting
systens do not track receipt of premiuns by Lloyd s brokers.

The second nethod is the so called-special accounting schene which
enabl es an insurer to account for tax when premuns are witten inits
accounting records. Lloyd's will use this scheme and Custons & Excise
have agreed that where business is processed through LPSO the tax point
is the system processing date, i.e. the date the premiumis signed

t hrough LPSO

The tax point for business which does not transact through LPSO will be
the date the premumis recognised in the accounting records of the
syndi cat e.

W are talking to Customs & Excise about the tax point(s) for premuns
payabl e ininstallnents and a further bulletin will be issued as soon as
possi bl e.
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lntroduction Of the Tax

The tax will apply to all nNnew policies and renewal s incepting on or
after 1st Cctober 1994.

There are special rules designed toprevent policyhol ders pre-paying
prem uns before 1st Cctober 1994. If a policy incepts before 1st
Cctober 1994 and covers a period of nore than one year, the premum
earned after 1st Qctober 1994 will be subject to IPT. This rule does
not apply to policies which nornmally cover a period exceeding one year
such as warranty business andconstruction contracts.

If an underwiter is asked to wite a policy exceeding one year and is
not sure whether part of the premumis subject to tax or not, they
should contact Ms Maureen MlLeod in Lloyd s Taxation Departnment on
extensi on 6860.

Determining the Amount of Tax (if any)

The | eading underwriter/coverholder will need to decide whether the risk
is taxable or not. Where the risk is partly taxable and partly
non-taxable the premumw ||l need to be apportioned between its taxable
and non-taxabl e el enents.

Appendi x 1 sets out how | PT shoul d be shown on slips, prenium advice
notes and Bordereaux. The same procedures will be followed both by
Lloyd's and the London Processing Centre [ILU and LIRMY.

An insurer is not required by law toshow the anount of IPT in the
policy docunmentation although he may choose to do so if he wishes.

Wrk has started on a manual which should be avail abl e at the begi nning
of July. The manual will give conprehensive guidance to underwiters
and brokers as to what is and is not taxable, the nethod which shoul d be
followed to apportion premuns which are only partly taxable and the new
entries which will be needed on the slip, bordereau and prem um advice
not e.

Custons & Excise recently produced a question and answer infornation
sheet and a copy is attached as appendix 2. Pl ease note that the
contents nay need to be up-dated as and when a nunber of the issues
which are still open are resol ved. Cust ons & Excise are producing
further information sheets and copies will be distributed in due cour se.

AHel p Desk organised by LPSO and Taxation Department will also be
established inJuly to help underwiters and brokers.

The Next steps.

There are a nunber of administrative issues which will need to be
resolved and it is hoped to conplete this work by the beginning of July.

As mentioned, the manual should also be ready then and a series of
Workshops and/or seminars are also planned for that nonth. [f there is
a demand it should al so be possible to organise visits by LPSQ Taxation
Departnment staff to managi ng agents offices to explain the

i mpl ementation ofthe new tax.




8.3 The LPSO Taxation Department Help Desk will also be established at the
begi nning of July. In the neantine, any queries should be addressed to
Ms Maureen MlLeod on extension 68600or M Roger Ramage on extension 6852
in the Taxation Departnent,

8.4 A tinetable summarizing the points covered in this bulletin is attached
as appendix 3 and you may find it helps to remnd you what is happening.

9.  Conclusion

9.1 Further Market bulletins will be issued as the inplenentation of the new
tax progresses. In the meantine, if you have any queries at all, please
contact Ms Maureen MLeod or Roger Ramage. This bulletin is being sent
to all Underwiting Agents, Lloyd' s Brokers and Recognised Auditors.
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APPENDI X 1

GUIDELINES FOR SHOWING INSURANCE PREMITUM TAX ON LONDON MARKET SLIPS

L. The slip leader will need to decide whether the risk is taxable or not.
Wiere the risk is wholly or partly taxable, the proportion of prem um
liable to tax should be shown 1IN the “Premunt area of the
slip/endorsenent text.

For multiple section slips, the |eader of each section should show the
proportion of section premiumliable to tax.

2. Wiere a slip is placed across both Lloyd’ s and the Conpany Market, a
singl e anount of tax should be collected fromthe insured. To cater for
this, the slip |eader should record the proportion of premumliable to
tax. Followers will have the right to query this amount with the |eader
either directly or via the broker.

3. Wiere a slip is placed electronically, the proportion of premum liable
to taxshould be recorded in the “Premuni area of the slip/endorsenent
text. It is envisaged that EPS will introduce formatted fields, at

i

section level, post inplenentation of Release 2.

b Tl

4, Brokers should conplete the Premum Advice Note as foll ows:

Box 18 (100% G oss Prem un) shoul d show the gross prem um
excl usive of tax;

Bow 25 (Bureau Net Absolute) shoul d show the net prem um
excl usive of tax;

Box 17 (currently unused] should show the bureau share of the
tax amount due, in the same settlement currency as the net

prem um
5. Broker outputs from both LPC and LPSO (such as bureau signing message)
shoul d advise a single net settlement amount that will equal the total of %

box 25 and box 17 (i.e the total amount to be settled to/or fromthe
bureau, inclusive of tax).

6. London Market Bureau will adopt the special accounting schene and where
busi ness is processed through LPSO and/or LPC, the tax point is the
system processing date (i.e the date the premiumis signed through the
bur eau).

T Col I ection and paynent of tax for all business handl ed through Lloyd s
Central Accounting Scheme will be the responsibility of the Corporation.
The tax will be collected (with the premunm) fromthe broker and held in
a separate account by the Corporation until paynent is due. Underwriter
outputs from LPSO will show the net prem um (exclusive of IPT) and the
tax anount [in a separate field), for information purposes.

Col l ection and paynent of tax for all business handl ed through LPC will
be the responsibility of the menber conpanies subscribing to the risk.
Qutputs fromLPC will be anended to enable Underwiters to establish
their tax liability.

8. Al procedures outlined in this docurent provide an overview of the

London Market operating procedures for the initial inplementation of
| PT. Full details regarding these procedures wll be published shortly.

6683s/18
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INSURANCE PREMIUM TAX

BASIC O&A
May 1904
Hv Cust ons ( Y s
& Excise
I.  INTRODUCTION
id i
1. What is Insurance Premium Tax IPT)? ;
I'nsurance Prem um Tax is @ new tax applicable to taxable
Lnsurance prem uns.
It is not VAT, nor does it operate |ike VAT
2.  What is the operative date of this new tax?
New tax was announced in the Novenber 1993 Budget.
I's chargeable from 1_Qctober 1994,
3.  What istherate of tax?
| PT applies at 2.5 percent to gross preniuns (i.e inclusive
of comm ssion) .
The tax fraction for calculation of IPT is 1/41.
4. Whereistherelevant legislation?

The primary legislation for Insurance Premum Tax is in the
Finance Act 1994 (Part |11, Sections 48-74,and Schedule 7).

More detailed aspects of the operation of the tax will be
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dealt with in Secondary Llegislation - Requlations .(Draft
Regs are currently the subject of consultation with the
i ndustry - Should be finalised towards end June).

Is al insurance subject to Insurance Premium Tax?

Al insurance premuns where the associated risk is located
in the United Kingdom are taxable _except for certain
X ion specified in the |egislation.

SCOPE OF IPT

What are the specific exemptions?

The principal exenptions are:
- contracts of reinsurance:

life insurance and all other “long ternf insurance as
defined in Schedule 1 (Long Term Business) of the Insurance
Conpanies Act 1982, © Exanples of exenpt “long ternt
kgﬂgrance are life, pensions and permanent health insurance

- aircrafts and associated [jabilities where the gross
wei ght of the aircraft is in excess of 8000 kil ogrammes
and-it is not designed or adapted for use for recreation
or pleasure;

- ships and associated liabilitjies where the gross tonnage
of the vessel is in excess of 15 tons and it is not
designed or adapted for recreation or pleasure;

- |lifeboat and |ifeboat equipnent;

- foreign or international railway rolling stock

- export credits;

- goods in international transit; and

- bl ock insurance policy held by Mitability which

S u

all disabled drivers who | ease their car
schene.
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What insurance is taxable?

Unless within one of the exenptions all insurance of risks

located in the UK iS subject to IPT. Thus alnost al

general insurance is taxable. IPT applies to, for exanple:

mot or

buildings & contents
accident & sickness
private nmedical

liability insurance

travel & holiday insurance

But NB, ALl types taxable unless specifically exenpt,

What is the “United Kingdom” for Insurance Premium Tax
purposes?

For the purposes of IPT the UK consists of Great Britain,
Northern Ireland and the waters within twelve nautical
mles of their coastline.

Nei ther the Channel Islands nor the Isle of Man are part of
the UK for |PT purposes.

What determines when arisk is situated in the United Kingdom?

The rules for determning whether a risk is situated in the
United Kingdom are found in the Insurance Conpani es Act
1982. These rules are applied for IPT purposes and under
them a risk is located in the UKif the insurance:

(a) relates to buildinq? or their contents and the property
Is located in the K

(b) relates to a vehicle of any type which is registered in
the UK (Vehicle includes ships, yachts, and aircraft);

(c) covers holiday or travel risks of up to four nonths
duration when the policy is taken out in the w; or

(d) If @to (c) does not apply then the risk is in the w
if the status of the policyholder is either:

« an individual habitually residing in the UK or

« a business with its establishment to which the
policy relates in the WK

%
:
%
|




10.

11.

12.

13.

What about oil rigs?

. Fixed oil rigs and pipelines are treated as
“bui | dings” for |PT purposes. \Wen outside the
territorial waters they are not taxable.

. Fl oating drillingS exgl,oration latforns and the |ike
are treated as .hlp for IPT, and therefore where
such a platformis of a %ross tonnage of 15 tons or
more it is exenpt from I PT. Insurance of pipelines
which span the 122 mle limt wll be apportioned.

Mechanics OF THE TAX

What is the “taxable amount”  for IPT purposes?

The taxable amount for IPT is any paynment which the insurer
receives or is entitled to receive-under a taxable contract
of insurance. In particular this includes conm ssions paid
to or retained by brokers or internediaries under the
contract of insurance as Insurance Prem um Tax applies to
gross premuns rather than net prem ums.

What is meant by “premium”?

“Premunmt for tax purposes is defined as any paynents
received under a contract of jnsurance This includes for
exampl e paynents in respect of the risk insured, costs of
adm ni stration, anounts retained as commssion, and also any
additional charges made for the facility of paynent by
installments. Premuns are deened to be tax inclusive.

What if premiums relate to taxable and exempt insurance?

Were a policy relates to partly taxable and partly exenpt
I nsurance the portion of the premumthat is liable to 1pr
I's the proportion that relates to the taxable element. Such
apportionnent is the responsibility of the insurer and nust
be done. on a just and reasonabl e basis.

(Discussion with industry on details of apportionnment are
continuing - guidelines will follow).




14.  What about interest or credit charges paid by the policyholder? k

Where interest in respect of paying a taxable premumin
installments is charged under a Separate contract fromthe
contract of insurance the interest charge 1s not taken to
be part of the premumand is therefore not subject to I|PT.

15.  What is the “tax point”?

The tax point is the trigger to account for |PT and serves

to determne the relevant accounting period for the

Burppses of rendering the return and payment of Insurance
remum Tax to Custons.

The tax point depends on which nethod of accounting for tax
the insurer has decided to use.

16. What are the methods of accounting for Insurance Premium Tax?

There are two options available to registered insurers for
the accounting of Insurance Prem um Tax.

. The insurer can either choose to use the basic
cash receipt nethod or
. Adopt the witten premum nethod under the
Special accounting schene. F

17. What is the tax point under the cash receipt method of accounting?

Under the basic nmethod of accounting - the cash receipt
basis - the tax point is the receipt of the taxable premium
either by the insurer or by any other person on the
insurer's behalf. -

Thi s nmeans that any payments received by brokers etc
creates a tax point. Any paynents received in installnents
for insurance premums are treated as separate receipts and
each such recelpt creates a tax point.
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18. What is the tax point under the Specia Accounting Scheme?

Under the optional, special accounting schene nethod of
accounting - the witten premumbasis - the tax point is
the date on which the premumis witten into the insurer's
records

This is the date on which the entry is nade In the
insurer’s accounts showing the premumas due to the
i nsurer.

a1

To ensure that there is no undue delay in accounting an
insurer must normally wite the premumwthin 90 days of
the tax point that 'would apply under the cash receipt
method . of accounting and in the same accounting period as
the earliest of:

14 days fromnotification of receipt of the prem um
by any party such as broker or other internediary;

. 14 days fromnotification by any intermediary that
the premumrelates to a policy for which the cover
has comenced,;

14 days fromreceipt of the prem um by the insurer

.30 days from comrencenent of the cover to which the
premum rel ates

The last of these conditions does not applg to tyPes of
I nsurance where it is normal for there to be a delay of
more than 30 days between the conmencenment of the cover and
the notification of this by the internediary to the
i nsurer.

19. Can an insurer use cash receipt and the special accounting scheme
for different sectors of the business?

No. Tax must be accounted for on the same method in respect
of all taxable insurance contracts entered into by the
registered entity (single insurer or a group of insurers)

20. Can an insurer change from one basis of accounting to another?

Yes. \WWere the change is fromthe special accounting scheme
to the cash recelﬁt scheme the insurer nust have spent at
| east a_year in the special accounting schene.



21. What does Insurance Premium Tax mean for the ordinary
policyholder? How is a policyholder to know the amount of IPT
that is part of a premium? Is areceipt or an invoice to be issued
by the insurance company?

| nsurance Conpanies are |liable to account for tax to
customs; but are likely to pass cost on and collect it from
the policyholder as part of the cost of the insurance.

Insurers are not obliged to show the amount of tax on the
renewal or advice notice. However, some insurers nmay choose
to show the Insurance Prem um Tax anmount separately.

There is no requirement under the legislation for insurers
to issued receipts or tax invoices. Unlike VAT there is no
entitlement for the recovery of this tax by any party.

22. Is IPT taken into account when making VAT Partial Exemption
calculations?

N. IPT is not to be included in any values when
undertaking VAT partial exenption calcul ations.

V. OPERATION OF THE TAX

23. Who is liable to account for Insurance Premium Tax?

Structure of (joint and several) liability is as follows:

.the insurer:

. the insurer’s tax representative, where such a
representative is required; and

. the insured (in very limted and specific
circunstances )

24. What is a tax representative?

An overseas insurer who undertakes insurance business in



25.

26.

27.

28.

the UK but has no establishnment here nust appoint a
representative to account for Insurance Prem um Tax. This
representative is jointly and severally liable with the
insurer for |PT due.

When an overseas insurer already has a general
representative under the DIl Regulatory regine this will be
taken in the first instance to be the tax rep. However, an
alternative may be appointed with the approval of Custons.

When is the insured liable?

Except i onal I%/,_ where the insurer has no establishnment in
the UK and fails to appoint a tax representative for |PT
purposes then the insured (policy holder) may incur joint
and several liability with the insurer.

But NB Liability of the insured is not automatic. Only
activated when Custons serve a “Liability Notice” on the
i nsured. There will be no retrospective-liability to tax
on the part of the policyholder. -

How is Insurance Premium Tax to be collected?

Insurers are required to account for IPT and resister wth
Customs, to do so. They will make quarterly returns.

Who has to register for Insurance Premium Tax?

Primary liability to register for tax rests with the
insurer, or for an overseas insurer with the appointed tax
representative.

Special arrangements apply to Lloyd s, where individual

sKndi cates register but nmost of them account for tax
through the Lloyd's Policy Signing Ofice(LPSO.

Will brokers and other intermediaries have  to register?

No. Brokers and other intermediaries are not required to
register for |PT purposes.




29. Can anumber of companies register jointly?

Conpani es providing insurance and controlled by a single
person or anot her conpany are eligible for group
registration, subject to cerfain conditions.

Al'l nmenbers of the group nmust be resident or establisished in
the UK

30. Who is responsible for the tax accounting in a group registration?

Insurers who take up the option of group rePistration are
registered as a whole, rather than individually.

One menber of the group is responsible for paying | PT on
behal f of the whole group. This representative nenber nakes
a single group tax return each quarter

31. Are insurance transactions between members of a group
registration disregarded for IPT purposes?

No. Unlike VAT ?roup_treatnﬁnt suaplies of insurance within
the group cannot be ignored for I'PT purposes.

32. Can a group of overseas insurers nominate the one tax
representative in the UK?

Yes. But separate notification and agreenent of appointment

in respect of each overseas conpany is required, even
t hough the same person acts as tax rep.

33. What about captive insurers?

Captive insurers (those whose business consists wholly or
mainly of insuring the risks of related parties) providing
taxabl e insurance of risk located in the UK are required:

to register and account for |PT, and

. to appoint a tax rep if they do not have an
establishment in the WK

gkl o AU
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34. How often are returns required to be submitted?

Each registered entity is required to nake IPT returns on
the basis of quarterly accounting periods.

The return and paynment of tax is due no |later than one
month after the end of the tax return accounting quarter

35. Can insurance companies adjust their returnsfor any  amendments

36.

to policies?

Yes. when taxable insurance policies are cancelled,

surrendered or anended and the re-suit is a reduced prem um
then entitlement to credit exists provided the sumof the
tax involved has been repaid to the policyhol der.

Such credit claims may be offset against the tax due in the
accounting period.

What general rules apply for accounting for tax on insurance
policies that have been taken out before the 1 October 1994?

Under the Cash Recei pt Method:

. Prem uns received by or on behalf of the insurer
after 1 Cctober 1994 are liable to |PT.

. Recei pt of installnment premum paynents after 1
Oct ober 1994 are liable to |PT.

Under the Special Accounting Schemne:

Two options available to users of this schene:

ONE . Account for tax on premunms witten on or after
1 Cctober 1994 where cover conmmences on or after
this date.

. Credit of IPT on refunded premunms only allowable

when the tax is originally accounted for.

. No requirenment to charge or account for |PT on
premuns witten before 1 Cctober or on premuns
relating to cover before that date.




Al

Two . Account for tax on premuns witten on or after
1 Cctober irrespective of when the cover
commences.

. Entitlement to claimcredit of IPT on prem uns
refunded after 1 Cctober 1994,

. Credit of IPT is allowed even where no tax is
accounted for in the first instance. .

NB. Special anti-forestalling provisions apply to certain
contracts. See Question 37.

37. What special provisions apply to contracts taken out before 1
October 19947

Certain paynents received between Budget day (30 Novenber
1993) and the introduction of |IPT on 1 Cctober 1994 are
deened to be received on 1 Cctober 1994 and liable to |PT.
This rule only applies to advance paynents in these two
i nst ances:

I nsurance contracts that commence or are renewed on or
after 1 Cctober 1994ﬁunless the insurance is of a sort
where it is normal practice for premuns to be
recei ved before the date when cover begins) ;

| nsurance contracts taken out or renewed between
Budget day 30 November 1993 and 1 Cctober 1994 which
provide for cover comencing before 1 COctober 1994 and
extending beyond 30 Septenber 1995 (unless the
insurance is of a sort where it is nornmal practice for
COV%U to be provided for a period exceeding twelve
mont hs

For such contracts the premumis apportioned between

cover up to 30 Septenber 1995 and the renainder of the
olicy, wth tax due on 1 Cctober 1994 on the portion
hat relates to cover after 1 COctober 1995,

Exanpl es of types of contracts where it is nornal
practice for cover to exceed twelve nonths is single
premum creditor insurance, credit gap shortfal

I nsurance, building latent defects policies, nortgage
I ndemmi ty insurance.

Exanpl es

|f a policy starts or is renewed on say 15 Cctober
1994 | PT can't be avoided by paynent of an earlier
premum in Septenber.

i
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f in Septenber 1994 a honeowner takes out household
ontents policy for a period of five gears (unlikely
n practice) for a total prem umof £2,000 then the
r
a

emumfor the first year of cover would not be
xed, but the premum for the remaining four years is
lable to I PT. Thus IPT is due on £1,600 as at 1
Cct ober 1994,

I
¢
|
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38. What records are required?

Record keeping is obligatory. This enables insurers to
submt accurate returns. Records nust be kept for six
year s.

Recor ds “nust provide:

Evidence that <correct tax liability is assigned
to each risk.

A visible audit trail.

The requirements focus on several areas of business and
accounting records:

I nvoi ces, renewal notices and simlar docunents.

Rem ttance advices and simlar docunents.

Credit or debit notes or any document which shows
an increase or decrease in the prem um

Commer ci al documentation such as slips, policy -
agreements, closing advices, cash transfers §
wthin accounts etc. .

39. What about Customs' powers?

Custons powers are largely nodelled on the VAT regine.

The salient powers that Custons have are:

. General powers of access to business prenises which E
essentially cover routine visits and the |ike. i
. O assessment - to assess the tax due (and where f
appropriate, any amount due by way of penalty or :
interest) and notify this to any person who is |iable i
for tax. Interest 1s payable on assessnents for tax i
made on exam nation of a traders records. :
. O requirenent of security for tax when it is %

necessary for the protection of the revenue.




. Sﬂechfic powers to deal with cases of fraud . Subject to
the issue of a warrant, powers of entry, search of
prem ses and persons, renoval of documents and
arrest.

40. What about the insurer’ s right of review and appeal ? -

A feature of the appeals process for IPT is a formal review
period in advance of an appeal to a tribunal. Under this
Custons 1S required to review a decision (Wthin a nmaxinm
period of 45 days of a request to do so) bhefore the appea
procedure can be triggered.

The taxPayer,has a right of appeal to an independent
tribunal against decisions which have been reviewed by
Customs. This allows a second and fully 'ndeP%nde?t
reconsi deration of Custons decision. Existing VAT tribunals
wi Il hear appeals about |PT.

41. What about penalties?

Gvil offences and penalties

There is a civil penalty regine conprising of standard and
gpecuflc penalties that apply to a range of regulatory
reaches.

. Standard penalty is £250 or 5% of the tax
i nvol ved, whichever is greater. Exanples of civil
of fences that attract this penalty are subm ssion
of an inaccurate return, failure to keep record
and failure to produce records for inspection.

Anot her standard penalty is £250 or 5% of the tax
i nvol ved, whichever is greater plus an additional
penal ty of £20 for each day for which the offence
continues. Exanples of “civil offences that
attract this kind of penalty are failure to
subn1i a return, non-payment of tax, and failure to
register.

o - Specific civil penalty is a civil evasion penalty
of up to 100% of the tax involved.

- ° Another specific civil penalty is a penalty of u
to 100% of the tax involved, and a penalty o
£10,000 for failure to appoint a tax
representative .This is to avoid an overseas




insurer ignoring the |PT requirenents.

Criminal offences and penalties
Fraudulent evasion of IPT is a crimnal

Penal ties for this and other crim nal
as the corresponding penalties for VAT.

of f ence.

of fences are t

HM CUSTOMS& EXCISE
VAT Adm nistration
Dvision G

| PT Branch

4t h Fl oor East

New King’'s Beam House
22 Upper G ound

London SEI 9PJ

17 May 1994
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Appendix 3

lnsurance Premium Tax

Key Dates

1993

30 November

December 1993- April *94

Chancellor announces the introduction of [PT

Discussions between the insurance industry and
Customs & Excise about the operation of the tax

1994
3 May

June

July

End July

July Onwards

End August
10ctober

10ctober -31 December

1994 Finance Act receives the Royal Assent

The regulations dealing the more detailed aspects of
the operation of the tax will be made

| FT Manual to beissued

Registration process begins and instructions &
registration forms wll be issued to all Managing
Agents by taxation department

IPTto be calculated on taxable policies incepting on
or after 1 Cctober 1994

Registration process nust be conpleted
Centrdl accounting starts to record IPT

First accounting period

1995

31 January

First return to be sent to Custons & Excise and first
tax paynment due

If you have any queries, please contact:

Maureen McLeod Ext. 6860

Roger Ramage Ext. 6852
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“Insurance Premium Tax

Questionnaire

1 Name

2 Address

3 Please list syndicate numbers with
a 1994 Year of Account for whom
you act?

4 Are all premiums placed through LPSO?
(Pleaset i ck)

Yes []
No [

(Goto 6)

(Go

to 5) ,

5 What is the approximate percentage (%)
of your premiums which are not
processed through LPSO. (Please
show a separate % for each
syndicateaffected)

6 If we require further information,
who should we contact?

Please return or fax the completed questionnaire by 8 July 1994 to:-

Roger Ramage

Corporation of Lloyd's
Taxation Department
One Lime Street
London EC3M 7HA

Fax Number -071-327-5559

If youhave any queries, please contact:

Roger Ramage Ext. 6852
Maureen McL eod Ext. 6860

G




