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STATUTORY INSTRUMENTS

2006 No. 964

The Authorised Investment Funds (Tax) Regulations 2006

PART 2
THE TAX TREATMENT OF AUTHORISED INVESTMENT FUNDS

Loan relationships and derivative contracts: exclusion of capital profits, gains or losses

General rule for loan relationships: exclusion of capital profits, gains or losses

10.—(1)  This regulation applies if any profits, gains or losses arising to an authorised investment
fund from a creditor relationship in an accounting period are capital profits, gains or losses.

(2)  For the purposes of Chapter 2 of Part 4 of FA 1996(1) (loan relationships) those profits, gains
or losses must not be brought into account as credits or debits.

(3)  Regulation 12 explains what is meant by “capital profits, gains or losses” in the case of
an authorised investment fund that prepares accounts in accordance with UK generally accepted
accounting practice.

General rule for derivative contracts: exclusion of capital profits, gains or losses

11.—(1)  This regulation applies if any profits, gains or losses arising to an authorised investment
fund from a derivative contract in an accounting period are capital profits, gains or losses.

(2)  For the purposes of Schedule 26 to FA 2002(2) (derivative contracts) those profits, gains or
losses must not be brought into account as credits or debits.

(3)  Regulation 12 explains what is meant by “capital profits, gains or losses” in the case of
an authorised investment fund that prepares accounts in accordance with UK generally accepted
accounting practice.

Accounts prepared in accordance with UK generally accepted accounting practice

12.—(1)  In the case of an authorised investment fund that prepares accounts in accordance with
UK generally accepted accounting practice, capital profits, gains or losses arising from a creditor
relationship in an accounting period, or capital profits, gains or losses arising from a derivative
contract in an accounting period, are such profits, gains or losses as fall to be dealt with under—

(a) the heading “net gains/losses on investments during the period”, or
(b) the heading “other gains/losses”,

in the statement of total return for the accounting period.
(2)  For the purposes of paragraph (1), the statement of total return for an accounting period is the

statement of total return which, in accordance with the Statement of Recommended Practice used

(1) 1996 c. 8.
(2) 2002 c. 23.
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for the accounting period, must be included in the accounts contained in the annual report of the
authorised investment fund which deals with the accounting period.

(3)  For the purposes of paragraph (2), “Statement of Recommended Practice” means—
(a) in relation to any accounting period for which it is required or permitted to be used, the

Statement of Recommended Practice relating to authorised investment funds issued by
the Investment Management Association on 21st November 2003, as from time to time
modified, amended or revised; or

(b) in relation to any accounting period for which it is required or permitted to be used, any
subsequent Statement of Recommended Practice relating to authorised investment funds,
as from time to time modified, amended or revised.

Loan relationships: treatment of interest distributions and deficits

Treatment of interest distributions for purposes of loan relationships

13.—(1)  Chapter 2 of Part 4 of FA 1996 (loan relationships) has effect in relation to an authorised
investment fund and to an interest distribution paid by that fund as it would have effect if the interest
distribution were interest payable on a loan to the authorised investment fund and were, accordingly,
interest under a loan relationship to which the authorised investment fund were a party.

(2)  For the purposes of these Regulations, an interest distribution is treated as paid if it is credited
to the capital part of the scheme property of an authorised investment fund on behalf of a participant
in respect of the participant’s accumulation units.

(3)  This regulation is subject to regulation 14.

Treatment of deficits on loan relationships

14. Section 83(2)(c) of FA 1996 (carrying back of non-trading deficit on loan relationships)
shall not have effect in relation to the loan relationships of an authorised investment fund (so that,
accordingly, if for any accounting period there is a deficit on the loan relationships of the authorised
investment fund, the deficit may not be carried back to be set off against profits for earlier accounting
periods).
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