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Advantages of Investing In
Infrastructure

= |nvestors are generally seeking investments which: will provide
competitive and consistent annual returns and which are not

dependent on an exit strategy.

= Strong demand. Constantly rising population means there is need

for essential infrastructure even in times ofi slow economic growih
= OECD: report publishediin 2007 estimated the fellowing glohal
Infrastructure costs:
= $1 trllion annually for water services (by: 2025)
= $250-350 hillion annually:en read and rail services

= $10 trillion cumulative investment regquired: to meet
electricity demand untilf 2030

= |mportance to the community: means infrastructure Is a low! risk
[nvestment




Advantages of Investing In
Infrastructure

= Predictable income streams, due. to

= High initial capital costs, but relatively low operating costs
(generally around 30% of revenue)

Operating inareas with low: levels oft competition (infrastructure
assets — particularly utilities - are often regulated monopolies
supervised by the government)

High barriers to entry Which may discourage competition
(particularly: significant itiall capital eutiay, environmental
ISsues and leng term| contracts)

= |nflatien-linked returns and! predictable consumer demand

= Steady returns ever a leng peried ofi time are highly: attractive to
PENSIoN funds and life Insurance: companies Wie: can|maitch these
returns to leng termi liabilities




What's drving private imfrastructure
Investment in the UK?

Traditionally, investment in UK infrastructure has been facilitated by
the government — either by directly providing funds for construction
or by subsidising oether parties

In recent years, government investment in infrastructure has
declined: frem 12% of general government outiay in 1970 te 3% In
2000, and private investment has increased, due to:

Pressure on government to reduce taxes, combined with increasing
demands on the budget frem ether areas requiring investment

lncreasing costs ofi infrastructure projects

Success of real estate and similar investments has enceuraged
INVEestors to seek alternative investments

IHigh returns poested by existing infrastructure funds are attractive te
[NVestors seeking returns

Eewer restrictions in the UK on buying utilities; than' ether European
countres




What's driving private infrastructure
iInvestment in the UK?

The creation off PEI (Private Finance Initiative) in the early 1990s
created a form of public/private partnership, under which: private
iInvestment in UK infrastructure became much easier. Hundreds of
projects have been completed in transportation, and the fecus has
now moeved to hespitals and schools

= Along with traditionall participants like construction companies,
pension fund trustees have become keen investors in PEIl projects —
long term steady cashfiews are seen as a positive way: in Which te
plug deficits in thelr fiunds

Between| 2003 and 2005, pension funds invested £2 billion in PEI
Investments, With investments being managed: by Barclays 12,
IHenderson,, 3i, Prudential andl the Secendary Market Infrastiucture
Fund




WhY Invest through' an
Infrastructure fund?

EXisting vehicles and structuring processes “tried and tested” in private
equity and ether investment schemes can be adapted for use in
Infrastructure investment

Political risk inherent in Infrastructure investment can be managed by fund
structure and diversification in the portfelio

Infrastructure investment requires specialist knowledge of the industry and
specific management skills — this expertise can be moere easily obtained (on
a Imore cost efficient basis) by Investing through an infrastructure fund

Timelrame for Investing in ani infrastructure asset cani e veny short
considernng the scale of prejects andi the amoeunt off due diligence: involved —
a specialist fiund has the reseurces te investigate and commit funads; guickly.




Typical Structure —

Inward investment in UK

Infrastructure




Limited
Partnership

Holdco

UK Acquisition Co

UK Target Co

Infrastructure
Assets




= \When examining how to structure an
Infrastructure Investment, the most
Important tax considerations are:
= Obtaining deductibility: for costs of acquisition finance

= Smooeth running ofi the Infrastructure asset and the
fiund threugh the asset life

= Minimisation of taxes upon exit fkem the structure




UK resident and non-resident investors invest through a
tax transparent or exempt entity which pools the capital

Capital raised by the poeoling vehicle is pushed down the
structure through the “blocker” helding company: (possibly
as debt te gain Interest deductions), for example a
company. tax resident in Luxembourg

May be combined with third party delbt in the UK
acguisition;venicle (for which the UK acquisition company/
can receive a tax deduction)

UK acquisition company: purchases the entine
shareholding of the UK target company. Which helds the
desined infrastructure asset




Funds are used for initial high construction and
operating Costs

Following construction, operation of infrastructure asset
can be funded using revenues from the asset (generally
]0)%)

Interest deductions can be surrendered to the UK target
company. by the UK acquisition company: under the UK
group relief rules Ifi the target company: is profit-making

SUurplus meney. IS upstreamed threugh the: structure: by
Way: off dividenal or Interest payments




Pooling venicle

Investors will invest either directly or indirectly (through parallel or
feeder funds) into. a tax transparent vehicle so investors are taxed
directly  on their investments rather than intreducing an additional
corpglrate level which will be opague for tax purposes and therefore
taxanble

One option Is to establish a UK Limited Partnership

A UK LP'can be either an English LP or Scottish LP. Once fermed,
it must be registered with the Registrar of Limited Partnerships in
either London or Edinburgh

Limited Partnerships are governed: by a relatively light regulatery
regime
The liability of the general partner is unlimited

The liability of the limited partners Is limited te the amount of capital
they have contributed to the partnership. In a practical sense,
capital contributions are usually'small andl tepped up by Interest-
free loans

It IS generally recognised as tax tiansparent In most Jurnsadictions




Englishi LP v Scottish LP

An English: LP. comprises one or more general partners
Who run the business, along with/ limited partners who
provide investment but do not play an active role

An English LP has no separate legall personality of its own

In| contrast, a Scottish LP. may only have ene general
parntner and must have its principall place ofi business in
Scotland

A Scottish LP does have a separate legal personality:
distinct frem that off its members, Whichiallows it ter held
and lease property inits own name: anadl alser allows easier
CaNges In partnership ratios




Advantages of a UK [P

Advantage of a UK LP'Is that it Is a tax transparent vehicle
WhICh Is not subject to Income tax, corporation tax or
capital gains tax in the UK

Depending on the circumstances of the transaction, it
could be substituted for another tax transparent venicle (ie,

US LP, etc.)

For UK tax purposes, the UK LP Is treated as a
partnership whichi IS In the business ofi Investing In
companies andi other assets, and monitorng the
develepment of these companies and assets

AniEnglishr LP willinet create a taxable presence in the UK
foritsiinvestors:. A Scottish LP may create a taxable
presence asi it has a separnate legal persoenality.




VAT at the level of UK LP

= \/alue Added Tax (VAT) Is a sales tax levied on
the sale of goods and services

= Businesses (hot individuals) canirecover the
\/ATT Incurred as long as they make enward

VVATable supplies

= n an infrastructure fundi, VAT may. be incurread
IN respect of charges, for professional Sernices
ielating te the transaction (fer example, legal
aavice)




VAT at the level off UK LP

" There should be no VAT costs assoclated with the
provision of management Services

[f the General Partner provides management services, it
will generally not receive a fee but will' receive a proportion
of the profits as remuneration. In this case, noe VAT will'lbe
payable

Previously, VAT was charged en management fees paid to
an Independent Investment manager. However, fellowing
the case ol JP Morgan Claverheuse, management fees
pald ter an Independent Investment manager should now.
penefit from' an exemption fiem VAT




VAT at the level of UK LP

Depending on any other supplies of services, the LP may be
subject to VAT at 17.5% In the UK or the eguivalent in other
jurisdictions

Given that the LLP.is involved: in investment activity, it Is unlikely to
recover the VAT andi so this will represent a real cost te the fund

I order te mitigate the VAT payable; it Is important that VAT Is
passed to the entities that are in the best position to recover the
VAT

[t may also e pessible te Set Up a Sernvice provision entity: Whichi IS
In & better position te recover VAT terwhich deal costs could be
charnged




Other pooling venicles

Other fiscally transparent vehicles are
commonly used in infrastructure funds, for
example limited liability partnerships in the
Cayman Islands and the British Virgin Islands

Exempt companies, suchias Jersey: or
Guemsey limited companies or Cayman
Islands limited liability' companies, can also e
used in these structures

AS there IS No corporate tax payable at the
level of tihe exempt company, there IS no: tax
leakage Iin the fund structure

US/LLCs can also e used as tihe pooling
Venicle In infliastructure funds




Holding Company

= A holding company Is necessary to act as a blocker between the tax
transparent LP and the ultimate infrastructure investment/UK
acquisition company.
= Most important elements of a holding company:
= |Vust be subject to a low: tax regime
= |Viust have a good network ofi treaties to allew: for upstreaming of
Inceme: from the investment without withhelding

= Alternatively, the holding company: may. have a demestic
exemption frem withhelding| tax on Interest and dividends

= Eor Eurepean Investments, a holding company: resident infan EU
country Is advisahle; as it can benefit flion EUldirectives on
withhelding| tax on Interest anadl dividenads




Holding Company.

" The location of the investors and/or the infrastructure
assets can influence the location of the holding company.
In the fund structure

For example, If investors are lecated in a jurisdiction with

a Poor treaty network, they will' prefer torinvest through a

noelding company: Whichi impeses ne domestic withholding
taxes on interest or dividends

Possible jurisdictions for the location of the hoelding
cempany, Where iInvestments are being made in Eurepe,
Include Luxembourg, Cyprus and Malta




Luxembourg holding company.

Luxembourg Is a good jurisdiction ini many. transactions

General corporate tax rate ofi 29.63%, and costs
(Including Interest) are deductible. This means that
Luxembourg companies willlonly be taxed on the margin
petween thelr Income and expenses, which can be small

Luxembourg IS currently: party te: 39 deuble tax treaties
NO corporation tax on inbound dividends I cenditions
Uunder the participation exemption regime are met:

= the Luxembourg holding company: has a shareholding
off at least 10% In anether Luxembourg company, a
company. residing in an EU memioer state, or any: fully,
laxahle conporation

= WHICH It holds for at least 12 months




Luxembourg Holding Company.

Normal outbound dividend withholding rate is 15%, which can be reduced
by:

= the EU Parent/Subsidiary Directive, where the payee company:is in the
EU and certain conditions relating to ownership. are met; or

= an applicable double tax treaty.
Withhelding tax on dividend payments can be mitigated by:
The use of CPECs or similar instruments which: effectively turn

dividends into interest payments andi redemptions en cenvertible
honds

fiunding bends
liguidation
Ne withholding| tax on outhound interest payments

No tax on capital gains arising te the Luxemboeurg company. on the sale of
shares subject 1o participation exemption conditions; being met

User friendly: tax systen permits tax authonties to enter Into; agreements
andl clearances with individuall taxpayers




Altermative helding companies
- Cyprus

= Cyprus is becoming increasingly popular as a holding company.
jurisdiction, particularly as it no longer suffers from the problem of
being knewn as a “tax haven”

General:
Corporate tax rate ofi 10%

No specific limitation en deductibility’ ofi expenses (including
Interest)

Genereus participation exemption regime subject to conditions

Eull tax exemption en capital gains realised from the sale of
shares, bonds and ether secunities

Cyprus IS very: popular withr Australian Investors as there s noe
withhoelding tax on eutbhound dividends andiinterest payments (often
difficult terachieve due to the usuall previsions en interest and
dividends in  Australia’s: treaties with; Eurepean; countries)




Altermative helding companies
- Cyprus

= Cyprus has a reasoenably extensive double tax treaty
network (currently 33 treaties)

= As an EU member state, companies in Cyprus can
penefit from the parent-subsidiany: directive (allewing

dividends to be paid without withhelding) and the
Interest and royalties directive (allowingl interest to: be
paid without withhelding)




Altermative helding companies
- Malta

Malta has proved to be another popular jurisdiction, as it poSSesses
similar attributes to Cyprus

It has 46 signed tax treaties with most of the OECD countries
(Including one with Australia)

General:
= Corporation tax rate off 35%

= |f shareholders are non-resident a tax refund Is given upon
lecelpt of dividends, Which means the effective tax rate can
leduce to 0% inithe case of a Maltese' Internatienal IHelding
Company.

= No withhoelding taxes on Interest or dividends

As a new member of the EU, Maltese cempanies; also benefit from
the EU directives oni interest and dividends




Tax considerations associated

with UK infrastructure




= \lain considerations:
= UK corporation tax
= Capital allewances
= Stamp Duty Land Tax
= Stamp Duty.

= VAT




UK Acquisition Cempany.

Corporation tax charged at a rate of 30% (28% from 1
April 20082 on any. income or capital gains of a UK
company. (for example on the sale of UK target
company)

Losses can be offset between greup cempanies

No corperation tax imposed on dividends received
fiom other UK cempanies. Individuals and trusts
ieceive dividends with a 1/9 tax credit whichi IS used
o settle seme of the tax liability

No withhoelding tax Impesed on outhound dividends

Debt finance can be introduced at theilevellofi the UK
acguisition compa_n?; and will give rise e a conporation
tax deduction (Which can be surrendered o the UK
target company. It IS profit-making)




Substantial Shareholaings
Exemption

= There is an exemption for certain capital gains made by
UK companies on the sale of shares

= Eor the exemption to apply:
= UK Acguisition Co would have to hold at least 10% of

the shares inl UK Target Co for 12 montns; and

= Both UK Acguisition Co and UK Target Co weuld
nave te be trading companies or part of a trading
group at the time of the dispesall and: aftenwvards

= UK Acguisitien Coe may benefit fiem the exemption If It IS
the holding company. of a trading greup




Capital allowances

= |n the UK, expenditure on capital assets Is not deductible
against trading iIncome

Capital allowances are the tax equivalent of depreciation,
and may be available in respect of seme capital assets

= \When a company purchases a capital asset on which
capital allewances are available, it can deduct a proportion

ofi the cost of the asset each year as an expense in the
calculation of Income profits

= Generally, allowances are usually claimed at a rate of 25%
PEr annumi 6n a reducing| halance: hasis (giving reliefi for 90%
off the' cost of the asset ever 7 years). This allewance Is to be
reduced to 20% frem 1 Aprilf2008

Eer assets with a useful lifie o over 25 years, the Writing
down allewance is 6% per annum. This will rnse te 10% fliem
1 Apnl 2008




Capital' allowances

= Other allowances are available in respect of specific capital
assets:

= |ndustrial buildings allewances

= Available on qualifying expenditure related tora building or
structure used for a ‘gualiiying trade” (including electricity,
water and transport)

= “Qualitying expenditure” includes construction costs and
capitallexpenditure on repairs, but not the cost of the land

0 Iél(())i/vlever, the government intends to phase out IBAS by

= Ephanced allowances te encourage certain types of
Investment

" Jlax reliefr available for 150% of the cost of remediation of
contaminated land

" EXpenditire onicertain specified items of eneroy-efficient
eguipment can ke witien off forr capitallallowances
PUPOSES NI the year it IS Incunred




Capital' allowances

From 1 April 2008, the UK Government will offer certain new capital
allewances: as part of the general everhaul of the capital
allowances regime:

= New Annual Investment Allowance — 100% allowance for the
first £50,000 of investment in plant and machinery.

Payable Enhanced Capital Allowances — where a company. has
Incurred losses relating| te expenditure on envirenmentally.
beneficiall eguipment, those losses can be surrendered to
HMRC in return for a payment of 19% of the surrendered Iosses
(subject te a cap)

Infrastructure Investments are often made under a PEl deal. \Where
a PEl deal invelves construction of an asset and eperation of a
Sernvice, the ewner/eperator may, for tax purpoeses, e viewed as
carying 0n a compesite trade and se can ehiain tax relieffior 100%
off capital expenditure




VAT — ‘opted to tax’

As discussed, VAT may represent a real cost to the
Infrastructure fund.

Grant of any interest in or right over land i1s generally an
exempt supply (I.e. ne VAT Is chargeable)

= Some supplies ofi lanadiare standard-rated (1.7.5%)

e.g. grant of the freehold interest in a new
commercial building

= Others are zero-rated

It IS pessible (o ‘opt te tax” supplies that Would ethenvise
fiall to be treated as exempt

TThe effect of thisis that VAT will'lbe chargeable on; most
supplies of opted land




VAT — ‘opted to tax’

= \Why would a business chooese to charge VAT on an exempt
supply?

= The reason is VAT recoverability, I.e. VAT incurred in relation
tormaking taxable supplies Is recoverable, whereas that
whichiis incurred in relation to making exempt supplies Is not

Generally businesses will opt to tax either te recover VAT
Incurred on professional fees in relation: te the sale of the

property. or If there are substantial maintenance expenses
Invelved

Once an eption has been made it cannet be revoked for 20
years, With the exception of a three-month ‘coeling| off* peried
(provided nor VVATable supply has been made of the land or Input
/AT recovered in relation to It durng the three mentihs)




Stamp Duty: Land Trax

Introduced on 1 December 2003 to replace stamp duty on land

SDLT Is a tax on “land transactions” and' arises Irrespective of the
nature and: effect of any document

SDLT Is chargeable on the acquisition of:
= an estate, interest, right or power in or over land in the UK; or

= the benefit ofi an obligation, restriction or condition affecting the
value ofi any such estate, interest, rnght or power

The charge Is drafted widely and includes the purchase of land and
builldings, the entry Inte a lease of land or buildings and the transier
of a partnership interest that holds land or buildings

Special rules for calculating SDLIF en leases




Stamp Duty: Land Trax

Slab system of taxation i.e. entire consideration is charged at the
applicable rate

SDLT is usually charged at 4%, (depending; on the amount paid for
the property)

There Is a specific SDLT relief which applies to transactions
Invelving public er educational boedies, which potentially applies te

most PEl transactions providing specific conditions are met. The
reliefi does not provide complete reliefifreny SDLT, but excludes
certain types ofi consideration from the charge te SDLT

A new wide-ranging anti-avoidance provision was intreduced 1n
December 2006 ini relation tor scheme transactions

\Where the provisions apply, the scheme transactions ane
disreganded and SDLT Is calculated on the notienal lanad
ransaction




Stamp: Duty

= Stamp duty Is a statutory tax on
Instruments which, from 1 December 2003,
IS chargeable on shares, other marketable
securities and transactions Invelving
partnerships

= \Where a company. purchases the shares of
a UK Company, a charnge te stamp duty (at
0.5% ofi the consideration) will arise




Non-tax considerations

assocliated with UK
Infrastructure




UK goevernment regulation

= The UK imposes a relatively light regulatory regime whichris mainly aimed at
combating abuse and promoting competition

= Ownership of utilities:

= |n the telecommunications sector, there are no rules restricting direct or indirect
foreign ownership interests in electronic communications companies

Inirelation; ter gas regulation, however, the Secretary of State holds a nen-voting
redeemable preference share of £1 inf Natienal Grid withr attaching rights ofi veto

fior certain actions whichs are: effective: only with the written consent of the hoelder
of that share (although this has not been; used to limit the acquisition ofi Interests
Py outside Investors)

= Operation of utilities

= Utihtres regulaters have powers under various statutes, including Utilities Act
2000

= Regulaters eversee particular areas ofi infrastructure: Ofcom (Communications),
Ofwat (water), Ofgem (gas and electricity), Office of Rail Regulation, etc.

= Regulaters can Impose fines and Sanctions 6n cempanies, whe fail ter meet
largets or perom adeguately.




Taxation of Investors




Investor level taxes

= |nvestors may be UK tax residents or non-
residents

= |deally, investors should either be tax exempt or
e subject to low tax regimes. UK pension

funds are tax exempt. Reliefi may also be
avallable under the terms of bilateral tax treaties

= |nvestor taxes might alse e aniissue in relation
[0 the nature of the returm,, depending en Where
the investors arne locaied




Traxation of UK tax resident Limited
Partners - Income

Income arising to UK LP'is treated for UK tax purpeses
as Income arising directly to each Limited Partner in the
proportions in which that income Is shared by the
Limited Partners under the Partnership Agreement

Similarly, expenses will' be apportioned between the
Limited Partners in the same way as: profits

Tothe extent that a Limited Partner is liable to UK tax
OR INcome,;, the gress' ameunt ofi this iInceme: Is liable te

UK tax

The Limited Partners will alseibe liable tor UK tax on any.
Interest INcome received




Taxation of UK tax resident Limited
Partners - Income

= Certain Limited Partners (including insurance
companies and companies with investment
pusInesses) may be able to obtain tax reliefi for thelr

share of certain of the management expenses of
UK LP

TThe UK P may have to file a partnership tax returnm
to assist in the assessment to tax of the Limited
Partners




Traxation off UK tax resident Limited
Partners - Capital

As the LP'is fiscally transparent, each Limited Partnher will be treated
for the purposes of UK tax on chargeable gains as having a direct
share in each of the assets of UK LP as determined in accordance with
the provisions of the Partnership Agreement

Consequently, where there Is a change In the entitliement of a Limited
Partner — for example, its share under the partnership agreement
decreases and the share of another Limited Partner increases — it may.
e treated as a dispesall of anasset with capital gains, censeguences

HMRC practice Is that Iff no consideration Is paid (fox example, if a new
limited partner Is admitted) and partnership assets are not revalued
prior to the change in raties, the dispesal is treated as made: for a
consideration equal to the partners’ capital gains tax cost and no tax Is
payable

[Hewever, When partners contribute assets to partnerships, fer example
O the fermation of a partnership or When a new. parner is admiited 1o
the partnership, partners may. be tieated as making a part disposal of
the asset egualitol the fractienal share in'the asset that passes o the
Otier partners




Traxation ofi UK tax resident
Limited Partners - Capital

= When a UK P disposes of an asset to: a third: party,
each Limited Partner will' be treated as disposing ofi its
share in such asset. Any gain (or loss) arising should
be treated for UK tax purposes as a capital gain (or
loss) and each Limited Partner's share of any.
dispesal proceeds should be determined in
accordance with the provisions, of the Partnership
Agreement

On the dispesal ofi its interest in UK LP; a Limited
Partner making| the dispesallshould e liakle te tax on
chargeahle gains as I it had dispesed of its
apprepriate proportien off UK LP's assets




Jraxation oft UK tax resident
Limited Partners —
Tax-exempt investors

It Is often advisable to set up a UK unauthorised unit
trust In which UK tax-exempt investors, such as
peR.SIPﬂ funds, can hold their interests in the pooling
vehicle

T he trustee of the unit trust will hold the various
shares for the benefit of such Investors and will pay.
tax at 22% (20% from 6 April 2008)

The tax-exempt Investors are_able to reclaim the tax
paid by the trustee from HM Revenue & Custems

T'his structure eases the administrative. burden for:
such tax exempt investors, as. thelr entire investment
will be heldiin ene unit iInstead! of 1n Various
shareholdings, necessitating enly: ene filing




Taxation of non-UK resident
Limited Partners

A Limited Partner not resident inthe UK which: helds its interest inf UK LP
as part of a trade may. be treated as carrying on that part of the trade inithe
UK threughra permanent establishment, and could be assessed to tax on
its profits properly attributable to that permanent establishment

Inithis case, the manager oft UK LP should have the right te retain an
amoeunt equal to such Limited Partner's liability to: UK income tax or
corporation tax and te submit suchramount toe HMRC

[ the Limited Partner holds its interest inithe fund as an investment and Is
resident in a territery with: whichithe UK has a deulble tax convention similar
to the OECD Model Convention, HMRC willfgenerally net treat it as a
partner in an enterprise Which carries on business in the UK threugh a
permanent establishment (for the purpeses of the relevant double tax
convention) merely hecause of its investment holding

Inithis case, the Limited Partnerwill not be liable for UK inceme: or capital
gains tax (altheugh it may: have a tex lrability i 1ts ewn jurisdiction)




Stamp Duty and Stamp: Duty.
Land Trax

= SDLT (at up to 4%):is payable on the transfer of
partnership interests (even where documented as
retirement and accession) where the LP holds UK
land or property. As such, a UK P is not suitable
Where new: investors are to be admitted or where
Investment proportions will'change: as there will be an
SDLT charge in these circumstances

Where UK LLP directly helds “stock or marketable
securities”, stamp duty. (at a rate of 0.5%) may: be
payable on the transfer of an Interest In that
partnership. “Steck or marketahle secunties” include
any/ secunties whichrare capanble of being| seld inany/
stock market in the UK




UK outbound investment




General

= UK Investors may: also choese toe invest in
global infrastructure for the follewing reasons:

= Greater opportunities for investment

= |nfrastructure investment costs in the UK are
nighi at the mement as It IS a popular
Investment for which there Is a great deal of
competition




INTERMEDIATE FUND

Local holding
company

=lobal
Infrastructure
asset




UK outward investment
considerations

When investing abroad, UK investors will want to:

= Find a suitable jurisdiction and tax transparent
vehicle in which to poeol funds with ether investors

= Eind a holding cempany: jurisdiction with a low.
conporation tax rate (er Which Is tax exempt)

= Ensure dividends and interest payments are received
from the helding company without Withiolding tax

= Enpsure that there IS ne capital gains tax en exit frem
the structure




UK outward investment —
holding company.

= A holding company. for eutward investment will need the following
attributes:

= A low corporation tax rate

= A comprehensive double tax treaty with the UK previding zere
withhoelding| tax on interest and dividends

= Alternatively, a doemestic exemption en withhoelding tax on
Interest and dividends

= A comprehensive deuble tax treaty with the jurisdiction: in which
the inflriastructure I1s lecated

= Popular jurisdictions I Which te Incerperate the intermediate funad
and/oer holding cempany: iInclude Cyprus, Mauritius and the: British
\irginiIsles




UK outward investment -
Mauritius

= Corporation tax Is imposed at a rate of 15%, but
offshore companies (known as Category 1
global business licence companies, or GBIL_1)
pay tax at an effective rate of 3% (due to

deemed credit received for tax paidien iIncoming
dividends)

Mauntius has entered into a large number of
doulle tax treaties, and Is particularly: usefuliin
relation to Investments in China and India due
to beneficial double tax treaties




UK outward investment -
Mauritius

Dividends paid to residents and non residents
are exempt frem withholding tax

Interest payments and royalties are exempt
fremiwithhoelding tax where they: are paid from
a GBIL1 company. to a nen-resident

No capital gains tax
Good business, Infrastructure




UK outward ivestment -
Cyprus

Corporate tax rate off 10%
No withhelding taxes on outheund interest and dividend payments

No specific limitation; on; deductibility of expenses (including
Interest)

Generous participation exemption regime subject to conditions

Eullltax exemption on capital gains realised fromi the sale of shares,
PoENds and other secunties

Reasonably extensive double tax treaty network (currently: 33
treaties)

As a EU member state, it benefits from the EU directives on interest
and dividends




UK outward investment - BVI

= Fstablished business centre
= No corperation tax
= N o taxation of dividends

= No withholding tax en ocutbeund
dividends, royalties or Interest payments

= No capitallgains taxation

= However, BVIihas few: signed deuble tax
treaties




Traxation of UK Investors. In
non-UK Infrastructure
(anti-avoidance)

= The UK has certain anti avoidance rules (known as the Offshore
Funds rules) which have the efiect of penalising demestic investors
Investing ini certain foreign funds

The rules may be relevant where a UK investor invests in a non-UK
resident company Which satisfies the definition ofi an “open-ended
[AVestment cempany”

[ the UK Investor has a “material interest in'a nen-qualifying
offshore fund®, any gain made en the dispesal ofi an interest in the
fitnd will be taxed as income and net as capital (at Iess favourable
tax rates)




Taxation of UK investors In non-UK
Infrastructure (anti-avoidance)

A shareholder will not have a "material interest” in an offshore fund if each of the below
apply:
= the holding of shares Is necessary or advisable for the maintenance and
development of the shareholder's trade;

= the shares confer at least 10% of the total voting rghts inithe overseas company.
and confer a right to at least 10% of the distributable assets of the overseas
company onia winding-up;
not more tham 10 persons hoeldishares in the overseas company and all the
shares confer voting rights and rights te participate in the assets on a winding-up;
and

at the time it acguired the shares, the shareholder had ne reasenable expeciation
ofi beinglable to realise their value within Seven years of the date of acquisition

I any event, a fund will enly be a nen-gualifying effshere fundifit fails te distrhbute at
least 85% of IS profits In any given; accounting period. Therefore, these rules will enly: e
relevant where there Is ani intention that the holding cempany: will'roll up and net distribuie
the inceme! it receives fliomiits subsidiares




Brier update oniother UK tax
ISSUEes

= REITS
= Eoreign Profits Consultation
= UK Anti-aveidance




Any guestions?




THE END




