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On March 19, 2014, the United Kingdom Chancellor of the Exchequer announced that legislation will be introduced in 

the Finance Bill 2014 to ensure regulations can be made to set out the tax treatment of Solvency II compliant capital 

instruments in advance of the agreement to Solvency II. 

Subject to the outcome of the Organisation for Economic Co-operation and Development’s (OECD) Base Erosion and 

Profit Shifting project, the United Kingdom government intends to make regulations to ensure that insurers’ Solvency II 

instruments which are issued in the form of debt are taxed as debt instruments. 

As discussed in our article in the 2013 Year in Review – Recent Developments and Current Trends in Insurance 

Transactions and Regulation, the tax treatment of these instruments, including in particular the tax deductibility of the 

interest payments, under current United Kingdom tax law, is uncertain. 
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