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Step 1

Determine the assets attributable to the PE

Step 2

Risk weight those assets

Step 3

Determine the equity capital that the PE would require if it were a distinct and 
separate enterprise engaged in the same or similar activities under the same or 
similar conditions 



Step 4

Determine the loan capital that such an enterprise would have had if it had the 
equity capital determined under step 3 [INTM267770]

Step 5

Determine the capital attribution tax adjustment to be made, based on the 
difference between the PE’s actual funding costs on the combined amount 
representing the equity and loan capital determined under steps 3 and 4 and 
the notional funding costs (which will include a rate of nil in respect of the 
equity capital) to be taken into account
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Key changes:



Practical considerations:
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