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Welcome to the April 2013 edition of the Argenta Tax & Corporate Services
Limited (‘ATCSL’) Tax Newsletter. The purpose of this newsletter is to keep our
clients informed of tax issues affecting the Lloyd’s market. Please write to us if
you would like to see particular issues covered in the Newsletter or have any
comments on the articles published. In this issue, we concentrate on issues
raised by the 2013 Budget, in particular those affecting Members at Lloyd’s.
Income tax relief restriction
In previous Tax Newsletters we have commented on the proposed income tax
relief restrictions which will apply from 5 April 2013 and the affect they may have
on Members of Lloyds.
Readers will be aware that the proposed restriction is a cap of 25% of income (or
£50,000), whichever is greater, applied to taxpayers seeking to claim relief of
more than £50,000 against their general income. Excess losses will continue to
be carried forward against future underwriting profits.
ATCSL has been working with Lloyd’s Taxation Department to put forward a case
directly to HM Revenue & Customs (‘HMRC’) for Lloyds Members to be exempt
from these rules.
Unfortunately, 2013 Budget documents and the 2013 Finance Bill (published 28
March 2013) confirm that there will be no exemption from these rules for Lloyd’s
unlimited Names or individual partners of SLPs and LLPs.
Partnerships
The Government announced that a consultation will commence in Spring 2013 to
consider the mis-use of Partnerships. Specifically the consultation will look at
measures to remove the presumption of self employed status for partners in
Limited Liability Partnerships (LLP) and the use of companies and trusts within
partnerships to manipulate profit and loss allocation.
It is too early to say how Lloyd’s Members will be affected but ATCSL will closely
monitor the consultation to consider how the interests of Lloyd’s Members (SLPs
and LLPs) will be impacted by any measures introduced. If necessary, we will
lobby HMRC to seek protection for Lloyd’s Members.

Inheritance Tax
The 2013 Finance Bill brings in restrictions and conditions that must be met before a
liability is allowed as a deduction from the value of an estate so as to remove the tax
advantage that is achieved by arrangements which exploit the current provisions.
Unfortunately the Government has not consulted on the changes. The main areas
affected are:
•

A deduction for a liability will only be allowed to the extent that it is repaid to the
creditor, unless there is a commercial reason for not repaying the liability.

•

No deduction will be allowed for a liability to the extent that it has been incurred to
acquire excluded property (broadly non-UK assets which belong to or were put
into trust by a non-UK domiciled individual). However, where such property has
been disposed of, or where the liability is greater than the value of the excluded
property, the deduction may be allowed, subject to certain conditions.

•

Where the liability has been incurred to acquire assets which qualify for UK
Business Property Relief (BPR), Agricultural Property Relief or Woodlands Relief,
the liability will first reduce the value of those assets. The Relief will be restricted
to the net value of the assets. Any excess liability will be allowable as a deduction
against the estate in general, subject to the new rule about unpaid debts.

The third area above is of particular interest to Members at Lloyd’s who have up to
now benefitted (where the investment has been appropriately structured) from 100%
Business Property Relief on their underwriting activities.
Those individuals who have borrowed monies secured on a residential property but
have invested the borrowed monies in business or agricultural property or, for non-UK
domiciled individuals, non-UK assets, appear to be affected.
The new rules appear to prevent the deduction of the liability from the value of the
residential property when the beneficial owner of the property dies. This is likely to be
an issue for those Members that have borrowed to fund the acquisition of shares in a
Nameco where the loan has been secured against other property. It is difficult to see
how the rules could be interpreted to disturb an arrangement where assets supporting
a Lloyd’s LLP or SLP are provided by guarantee or letter of credit (LOC) secured
against other assets. Our current interpretation is that the value of the guarantee or
LOC would continue to benefit from 100% BPR (provided that the level of Funds at
Lloyd’s is not excessive in comparison to the level of the vehicle’s underwriting).
The measure will have effect for deaths and other IHT events on or after the date the
Finance Bill 2013 receives Royal Assent.
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General Anti-Abuse Rule (GAAR)
The 2013 Finance Bill includes a GAAR that will apply to income tax, corporation tax,
capital gains tax, petroleum revenue tax, inheritance tax, stamp duty land tax and
the new annual residential property tax. Further legislation will be introduced later
this year to apply a GAAR to National Insurance Contributions.
The GAAR should not apply to normal commercial arrangements. Where GAAR
does apply, any advantage made will be counteracted by an adjustment on a ‘just
and reasonable’ basis.
The GAAR will apply to arrangements entered on or after the date of Royal Assent to
the Finance Bill 2013.
The exchequer benefit of this measure is expected to be £50 million per annum
which implies it is mainly being introduced for its deterrent effect.
Seed Enterprise Investment Scheme (SEIS)
The Chancellor confirmed that the capital gains tax relief on SEIS investments has
been extended. Any capital gains arising in 2013/14 and subsequently re-invested
in qualifying SEIS shares in 2013/14 or 2014/15 are eligible for relief . This relief is
subject to an annual maximum of £100,000 reinvestment and is limited to 50% of the
gains otherwise chargeable.
This is in addition to the other reliefs against income and on disposal of the
investment.
Pensions Tax Relief
From 2014/15 onwards the annual allowance will be reduced to £40,000 and the
lifetime allowance will be reduced to £1.25m. For clients that have pension funds in
excess of £1.25m and who do not already have fixed protection in place, a
transitional provision is available to retain the benefit of the higher allowance.
In addition, an ‘individual protection regime’ will be introduced in next year’s Finance
Bill. We will provide more details around this as and when they become available.
Corporation Tax
From April 2015 the main rate and the small profits rate of corporation tax will align
at 20%. From that date forwards there will therefore no longer be any requirement to
consider associated companies and no need to calculate the marginal rate of
corporation tax. This is particularly helpful to Lloyd’s Members who have structured
their investment with a holding company as the shareholder in a Nameco.
The reduced rate of corporation tax helps to make a Nameco an attractive
underwriting vehicle at Lloyd’s.
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Guernsey, Jersey and the Isle of Man
Following on from the agreement with the Isle of Man, from 2014 there will be an
information sharing agreement between the UK and Guernsey and Jersey. This
means that details of any financial assets or entities held by UK resident individuals
will be provided to HMRC.
There is a disclosure facility available for any persons with assets in Jersey or
Guernsey. The facility will be available from 6 April 2013 to 30 September 2016.
Cashflow Summaries
Many Members may have been surprised when their 2009 Year of Account
underwriting profit was held back due to the ‘Release Test’ consequent to losses
expected on the 2010 Year of Account.
In such circumstances it is invaluable to be aware of your likely tax liabilities and
timing to assist with cashflow planning.
ATCSL is able to provide our clients with summaries that forecast the upcoming
liabilities for up to 4 years in advance. If this is of interest to any Members then please
do not hesitate to contact either David Powell or Stephen Hopwood as below.

For further details on the taxation services provided by ATCSL or any further
information on the articles included in this newsletter please contact us:
David Powell
Managing Director
Direct tel: 020 7825 7265
E-mail: david.powell@argentaplc.com

Stephen Hopwood
Director
Direct tel: 020 7825 7255
E-mail: stephen.hopwood@argentaplc.com

Argenta Tax & Corporate Services Limited
Fountain House
130 Fenchurch Street
London
EC3M 5DJ

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that
such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should
act on such information without appropriate professional advice after a thorough examination of the particular situation.
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