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FEDERATED HERMES LIMITED 

 

52 

 

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2022 

(continued) 

 
10. TAX ON PROFIT ON ORDINARY ACTIVITIES (continued) 

The UK corporation tax rate is 19%. The Group had an effective tax rate of minus 
81.4% (2021: 1.2%) mainly due to an increase in trading and capital losses, which 
resulted in an increase in DTA.  The capital losses mainly arose due to the disposal of 
Hermes European Equities Limited (see Note 14). 
 

c) Deferred tax position    
  2022  2021 

 Provided  Provided 
 £’000  £’000 
The Group    
Deferred tax (asset)/ liability:    
Fixed asset timing difference (1,349)  (1,742) 
Tax losses (16,273)  (8,816) 
Bonus and share based timing differences (8,426)  (10,793) 
Unpaid pension contributions (166)  (209) 
Unrealised gains/ (losses) on seed investments (203)  465 
Short-term timing differences (264)  (107) 
Deferred tax asset (26,680)  (21,202) 
    
Deferred tax liability on intangible assets 4,233  4,825 
    
The Company    
Deferred tax (asset)/ liability:    
Fixed asset timing differences (1,338)  (1,737) 
Tax losses (16,272)  (8,816) 
Bonus and share based timing differences (3,862)  (5,326) 
Unpaid pension contributions (166)  (209) 
Unrealised gains/ (losses) on seed investments (203)  465 
Short-term timing differences (278)  (215) 
 (21,940)  (15,838) 

 
Trading losses of £26,513,816 (2021: £26,638,352) have not been recognised as 
deferred tax assets as it is not probable that the Group will be able to recover those 
assets within the foreseeable future. The Group currently forecasts that the deferred 
tax asset will unwind by approximately £10.8m in the next 12 months. During the year, 
legislation was enacted such that the main UK corporation tax rate will increase from 
19% to 25% from 1 April 2023.  As a result, existing temporary differences on which 
deferred tax has been provided may unwind in periods subject to the 19% and 25% 
rate. This resulted in an increase in the deferred tax asset of £2.3m. 

The Company has a potential deferred tax asset in respect of future partnership 
distributions, however, there remains sufficient uncertainty as to when this asset would 
be utilised. As such, no deferred tax asset has been recognised.  
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