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FINANCE ACT 2014

EXPLANATORY NOTES

INTRODUCTION

Section 295: Tax Consequences of Financial Sector Regulation

Summary

1. This section makes changes to an existing Regulation making power to ensure that
it allows further Regulations to be made to deal with the tax consequences of future
European Union or UK regulatory requirements. In particular it will allow Regulations
to prescribe the tax treatment of insurer’s Solvency II compliant instruments issued in
advance of agreement to Solvency II.

Details of the Section

2. This section inserts new subsections (1) and (4A) into section 221 of                  Finance
Act 2012. These ensure that the Regulation making power in section 221 applies to
regulatory requirements which are likely to be imposed in the future.

Background Note

3. UK regulatory authorities may, for financial stability reasons, encourage financial
service firms to issue regulatory capital with certain features to comply with future
European Union or UK regulatory requirements. The power in section 221 Finance
Act 2012 allows the Treasury to make Regulations prescribing the tax consequences of
regulatory requirements which are in force at the date that the Regulations are made.
This change ensures that the power will allow the Treasury to make Regulations in
advance of the relevant legislation coming into force.
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