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Entrepreneurship and
tax consulting

Founding member of the EVCA Luxembourg Committee April 2011
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Me

1. Gerard Lopezi Luxo-Spaniard
2. 39

3. Founder of Icon Solutions, Pro Lease, Mangrove

Capital Partners, Genii Capital

4. Ex-CEO of Securewave,Chairman of Lotus Renault
GP

5. Board member of a number of companiesand Miami

University

6. Believerin entrepreneurship
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8




Definition of the entrepreneur

An entrepreneurs a personwho haspossessionf a newenterprise,
venture or idea and is accountablefor the inherentrisks and the
ouctome

New enterpriseyentureor idea

Focus is on value creation, speed of execution, market share
grabbing,quality hiring, revenuescashflow, IP

Inherentrisks
NegativeCashflow, competition technology

Outcome
Exit

M ANGROVE CAPITAL P AR
9




Definition of tax consulting

The tax consultant'sgoal is to help keep their clients' taxesto a
minimum Tax consultants review financial records and make
adjustments,deductionsand credits They provide their clients with
Informationon how to properlycompletea tax form.

Taxesto a minimum

Tax deductions,cross border optimization, personaloptimization, IP
optimization

Reviewandadjust
ReviewP&L andbalancesheettems,review contractscompanyholdings

Provideinformationandfile:
Timely file, full informationandcompletion

M ANGROVE CAPITAL B
10



Why Is there gap?

Entrepeneui busywith creatinga companynot busywith him/herself
orthec o mp afatyredssues

C o mp a maindssueis cashflow andsalesnotlosses
EXit is the goalbut cannotbe planned

Businesgplanalwayswrong

Tax planningand consultingcostsand addsno valuewhenthereareno
taxes!

M ANGROVE CAPITAL PARTN
11




Where does the value lie for the entrepreneur? [&a

ngrove
pitdl Partners

Understand that personal taxes are a key component when starting «
company.

There is quickly a dangeruous grey zone on use of assets, but also s
very basic mistakes done by the entrepreneur

Understand that IP can have major negative but also positive tax
Implicationsi most tech start ups have this as their only asset:

Cash is king, use taxes to bettefmeest your cash

Understand that exit planning is a way of DRAMATICALLY increasin
your ROI

On Mangrove deals alone, these last 6 months, tax planning has
generated an additional 158 Mio Euros to entrepreneurs in terms of
return

M ANGROVE CAPITAL
12




How to communicate that value?

Speakentrepreneurio

Understandthe issuesdiscussedi not the same as a mature
company

Understand the character1 usually creative, driven but not
organized

Planyour fees

If a big exitis in line i big feesare ok, moneyconsideredi| ost 0
anyhow If notadaptfeesandcomplexityof offering

Useexamples
Thisis keyT asvery oftenpeoplearenovices,showby example

Createor useanexistingtemplate

M A NG R GOGVE CAPI T AL S

13



Mangreve

Invest Manigrove

Would yvyou have invested?

|

Microsoft Corporation, 1978

M ANGROVE CAPITAL PARTNERS
14




Mangreve

Questions?

M ANGROVE CAPITAL PARTNERS
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Speaker Detalls

Gerard Lopez

E. +3522625341
T. gerard@mangrove-vc.com

Gerard is a businessman and serial entrepreneur from Luxembourg. He is the Chairman of the
Renault F1 Team and a director and founding partner of its majority owner Genii Capital. He is
also the co-founder and Managing Partner of Mangrove Capital Partners, a leading venture
capital firm specialising in technology and is also the founder of Skype. His unique
entrepreneurial perspective means he is ideally placed to provide expertise on how Taxanders
can succeed in building the Taxand business, worldwide.
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Walcorme
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good braak.

2
Y
J‘

Coffee Break

Salon Ravel
0915 - 0945
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Welcome & Introduction

Welcome to our 11 Taxand Global
Conference

Today

France

E Paris Highlights

E Event Programme

E Thank you




Welcome To Our Guests

D
Nearly 200 key Taxand clients

International Tax Review




Welcome To Taxanders

# Argentina
# Austria
# Belgium
¢ Brazil

% Canada
# Chile

¢ China

% Colombia
# Cyprus
% Curacao
# Denmark
# Finland
# France
% Germany
% Greece

# Hungary

% India

% Indonesia
% Ireland

& ltaly

% Japan

% Korea

# Luxembourg
# Malaysia

% Malta

#  Mauritius
% Mexico

# Netherlands
% Norway

% Pakistan

% Panama

% Peru

# Philippines
# Poland

# Portugal

¢ Puerto Rico
# Romania
# Russia

¢ Singapore
# Spain

# Sweden

# Switzerland
% Thailand
@ Turkey

= UK

% Ukraine

@ USA

% Venezuela

Over 250 Taxanders from
every Taxand country




Welcome To Our Speakers

e
il
Taxand

Aapka swagat hal
Biesnwairiurtos
Bl=nmwenido
Bls=nsenue

Dobro pojalovat

Dzlefi dobry
Huan ying
Irasshal
EQMOC ODITEC
Wil Ko ITImEn
Welcoms
Welkom
Wik omneen

Frederic Duponchel, Accuracy

Serge Grudzinski, Humour Consulting

Group

Jonathan Leigh Pemberton, OECD

Arthur Pleijsier, Medtronic

Yves Groffillier, Danone

José Luis Migoya, |Iberdrola
Karen Vinh, TNS

Europe, Asia & Americas Taxand

ers




Taxand Today: In Just 6 Years

9
2,OOO+ 500+ 48 global service
(Eetling e tax partners countries Ines <

advisors Taxand VAT
Compliance
Vision:
34 95% 1 to be the first
ITR Awards ranked in global Choicg for clignts
2010 ITR World Tax brand seeking quality,
Guide 2011 integrated, tax
advice, worldwide




Taxand France: Hosts

/ years old

80 Taxanders

16 Partners

One of the leading tax advisory firms

Market strength
i Transactions

i Indirect tax

2 Transfer Pricing
:2 Tax Litigation
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Taxand Awards 2011
D

Brand

:2Winner: Taxand Indonesia

2 Runner-Up: Taxand Canada
Growth

:2Winner: Taxand Netherlands
:* Runner-Up: Taxand India
Referrals m

: Taxand Spain H

Taxander so Choil ce

#: Taxand France




Thank you

D
All for ioinina us Conference team
J - Ameélie Ait-Ouakli

. . Ann Bourdenet
e® Follow us on Twitter _
@GlobalTaxAdvice Francois Lugand

s Join our conversation Delphine Perrin
#TaxandConf Varsha Halley

\. J

Lynne Sandland
Taxand Board & Abbie Tarren
Taxand GEC Andre Fogarasi

David Murby

Harry Ruffalo

We hope you enjoy Paris




Speaker Detalls

Frederic Donnedieu
FRANCE

E. frederic.donnedieu@arsene-taxand.com
T. +33 170388801

Frederic Donnedieu de Vabres is the Chairman of Taxand. He is also one of the two founding
partners of the Taxand France practice, Arsene Taxand. Between 1999 and 2003, he was the
managing partner of Archibald Andersen. Most of his clients are international groups, whom he
assists by addressing the tax aspects of their national and international development:
acquisitions, reorganisations, optimisation of the effective tax rate and tax strategy assistance.
Fredericis a member of the IFA and the Orientation Committee for HEC students in the tax and
legal specialisation program at HEC (the leading French business school).
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Introduction

e Lessis
..
more

o, Show me
® " the money

o, Private taxes,
. . .
public morality

o
Taxand




Introduction

Response to global meltdown
Cut costs
Increase tax revenue

Reduce debt




India Tax Policy Mantra

Average
Average corporate tax

Rate of tax % GDP growth collections

Financial years

Domestic Co Foreign Co % USD Billions
1991-92 45 65 1.4* 4 x*
1995-96 to 1997-98 40 55 6.5% 4
1998-99 to 2002-03 35 48 5.1* 8
2003-04 to 2005-06 35 40 8.5** 18
2006-07 to 2009-10 30 40 8.4** 44




India Tax Policy: Collect More

Structural shift in tax collection
Specific anti avoidance measures

Technology i almost impossible to expand tax
base in a country of 1.2 billion people!

Phasing tax holidays

o
Taxand




India Tax Holiday: Impact Analysis

Export
oriented
undertakings

Software and
IT Industry 7
SEZ units

SEZ
developers

Power

Backward
areas

Aprl
1989

Aprl
1981

Feb 10
2006

Aprl
1991

Aprl
2004

Mar 31
2011

Mar 31
2014

Mar 31
2012

Mar 31
2012

Mar 31
2012

Export growth
1991-92: (-) 1.5% | 2010-11: 29.5%

Sector revenues as a proportion of GDP
1997-98: 1.2% | 2008-09: 5.8%

Export turnover of INR 2,20,711,39 Mn; 130 SEZs in

last 5 years
Growth rate: 121.4%

Power generation increased 191.2% in 2008-09
compared to 1990-91

Rise in state domestic product (2008-09 compared to
2004-05)
Assam 1 93.1% | Meghalaya 1 75.3% | Manipur i 53.2%




US Tax Legislation Assessment: Strategic Planning

Key tax proposals
Lower corporate and individual tax rates
Broaden tax base
Move to territorial tax regime
EI'i mi nate tax nNexpenc

Management and control provisions of
foreign corporations

Possible repatriation incentive

25-28%

Tax treaty limitations

O ° Broaden Tax Base ° ®
Eliminate Oil & Changes to R&D IP Transfer Interest
Gas Preferences and Section 199 Provisions Expense
Elimination
Repeal LIFO Limitationson FTC Eliminate Other VAT?

Tax Expenditure
Iltems




US Tax Legislation Assessment: Strategic Planning

g
Multi-Disciplinary Approach

Assessment

Current State Impact Tax Planning
Assessment Analysis & Strategy
Federal International State
Financial Cash Flow and Tax Planning

Statement & Reporting Financial Metrics and Strategy




EU Stock Incentive Plans: Changes

_owering corporate rates
ncreasing personal tax rates

France
40% to 41%

Spain

43% to 45%

UK
40% to 50%

Rate Increases for share schemes

France

8% for employer and
14% for employee




EU Stock Incentive Plans: What You Can Do
D

What is your peer group doing?
Energy
Financial

Use of key performance indicators




e® Show me
the money




Dealing With Increased Tax Risk
g

Advance Rulings (AAR)
Legal opinions to avoid penalty

Indemnity bonds / tax insurance during
transactions

Tax orders upfront from tax authorities
Detailed documentation
Robust change Iin law clause




Example

75% holding in
India Co transferred
by way of a gift

A\ 4

Singapore

Outside India

75%

Co

Whether gift of shares of an Indian
company, outside India, liable to capital
gains tax in India has been a matter of

recent tax controversy




China Holding Structure: Examples

US Entity

Hong Kong Entity
(with office)

China Entity

Substance
Beneficial ownership

Goldman Sachs
Shuanghui case




FATCA Compliance: How To Prepare
D

Increase transparency for US taxpayers
Investing abroad
identify US taxpayers evading US tax
on payments originating from US
achieve goal through new 30%
withholding tax
potential impact to

non-financial multinational companies

[ ]
3
Taxand




FATCA Compliance: How To Prepare
D

Royalty / licensing IP

—lnance centers: payments to / payments out
Holding companies

Related party payments

Treasury payments

Payments to foreign persons




FATCA Compliance: How To Prepare

g
Impacted
areas Educating senior management
oy Tax ldentify Impacted group companies
Department Identify impacted business
divisions
o IT dentify impacted payment flows

Determine whether IT can handle
~FATCA reguirements

dentify legal issues by jurisdiction

o® Operations

Monitor IRS guidance
Taxand




o® Private taxes,
public morality




Private Taxes, Public Morality
g

Tax planning and reputational risk

Bank bonuses




The Media Effect
D

ExxonMobil uses Spain as a tax shelter,
pays zero Multinational giant has just
one employee in the country

The money is really net surplus; the company did not pay a single euro of taxes on the gains.

Action Aid report
slams companies

. . . for avoiding tax
Cit1 to be fined over transactions A roport from a UK dowiopmont charty

o d S ff h k d says that the billions of dollars 14 US and
U UK companies failed to pay in tax over the
aml O S Ore taX Crac Own last five years could have been used to
further the UN's Millennium Development
Goals (MDG)

Companies face the people’s fury over taxes




Planning & Reputation: Regional Variations
g

Asia more concerned that tax planning activity
has detrimental impact on company reputation

Americas Asia

No
Taxand Global Survey 20111 Taxand The CFO




PR Strategies for Tax
g

Key questions  # Articulate tax i Articulate tax
2 Whoos t hePYHIY ¢ policy
fighter? i Inventory of tax : Inventory of tax
2 Who do we fire?  contributions contributions
i ldentify i Integrate positive
spokesperson communication
i |dentify In overall PR
scenarios strategy

i Agree message ‘i Prepare reactive

and channels tactics >




NPol i ti ci sedo Taxati on

Special focus on bank bonuses i penalty taxes
up to 100%

NCl awback of bonuses f or
performanceo




Taxandos Take

i Lowering rates,
increasing rates B | - Review tax strategy
i Legislation and
enforcement against g |2 SuPstance, substance,

avoidance substance
2 Reputation a subset
of ’[I;X I'iSk . :° PR as part of tax team

4
Taxand




Speaker Detalls

(¥

Keith O6Don
LUXEMBOURG

14
Gokul Chaudhri
INDIA

E. keith.odonnell@atoz.lu
T. +352 26 940 267

Keith | eads Taxandds gl obal real estate tax
Taxand Luxembourg where he is Managing Partner of Atoz. Keith has advised many global
groups on the design and implementation of tax strategies and has been instrumental in

shaping legislative change in coordination with industry groups. Previously Keith has held

senior positions within Ernst & Young and Andersen. As a partner of Ernst & Young, he was

nhqu Pf the real estate industry for Continental Western Europe, as well as the tax leader for

the European asset management team. Within Andersen, he was responsible for the asset
management practice in Europe. He sits on a number of key international bodies including the
OECDG6s collective investment vehicle | CG.

E. gokul.chaudhri@bmradvisors.com
T. +91 11 3081 5000

Gokul Chaudhri is based in Taxand India where he is a partner at BMR Advisors, India's leading
independent firm of tax advisors, and is situated in New Delhi, India. He leads the firm's energy
and infrastructure industry practice. Gokul has more than 15 years of work experience i 12 of
those at Arthur Andersen, and thereafter at one of the Big 4 firms as tax partner, leading its
energy, chemicals and mining industry practice. Gokul has considerable experience advising
domestic and international energy clients, vertically integrated energy giants and aviation
groups. He is an acknowledged expert in the areas of upstream, mid-stream and oilfield
services taxation in general, and more specifically in the taxation

of farm-out transactions, engineering, procurement and construction arrangements
and natural gas/LNG contracting.

t

€



Speaker Detalls

E. eperez@alvarezandmarsal.com
T. +1305 704 6720

Ernesto R. ("Ernie") Perez is based in Taxand US where he is a Managing Director with Alvarez
& Marsal Taxand, LLC. He serves as National Practice Leader of the firm's Transaction Tax
Practice. With more than 14 years of experience, Ernie has specialized in advising financial and
strategic buyers and sellers on tax aspects of mergers and acquisitions, including
reorganizations, spin-offs, financings, repatriations and bankruptcies. Ernie has advised clients
on domestic and cross-border transactions across a wide range of industries such as consumer

Ernie Pérez o : . : . . .
US markets, telecommunications, financial services, real estate, industrial products, leisure and
distribution.
E. jamie.sol@garrigues.com
T. +349 1399 2408
(= Jamie is the global | eader of Taxandds compens

is Taxand Spain and is in charge of the Compensation and Benefits practice area at Garrigues
2 Human Capital Services. He has advised numerous Spanish and international companies from
a range of industries on the design and implementation of compensation schemes for
-'.-‘ executives, managers, and empl oyees. Jami e he
Resources and is a lecturer at Centro de Estudios Financieros. He is also the co-author of the

book, Factbook i Compensation and a contributor to The Reform of the Personal Income Tax
Law.

Jamie Sol
SPAIN




Speaker Detalls

E. kevin.wang@hendersen.com
T. +86 21 64477878

Kevin Wang is the key Chinese member of Taxanc
employment tax team. Kevin is based in Taxand China where he is a corporate tax partner of

Hendersen Consulting, Chinabés | eading indepenc
experience in local and international tax. Pri

Consulting, as partner in 2005, Kevin worked for a Big 4 firm in Shanghai. He has become an
. expert in all stages of doing business in China: planning; setting up various business vehicles;
Kevin Wang . . " :
advising clients on PRC corporate tax, transfer pricing, customs, labour, foreign exchange and
CHINA : _ Lt . . : :
regulatory issues; assisting in M&A transactions; and advising on the disposal of China
investment.
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Plenary Il International
Tax Structuring That Works;

Implementation Pitfalls To Avoid

Richard Baxter
Rutger Hafkenscheid
Christoph Kromer
Albert Liguori



Introduction

What can go wrong in implementation?
Battlefields for tax traps
How to fall to become a global player

Hidden tax traps in decision making

_essons learned: standard crisis management

Tax and commercial risk: unforeseen
conseguences

Unforeseen consequences of a TP decision

o
Taxand




Introduction

Unforeseen cash management problem
Pattern of common errors
Root causes

Common errors during planning

Common errors during execution and
maintenance

Taxandos T ake




What Can Go Wrong In Implementation?

Donal d Rumsfel dodos famous
Implementation in tax

66 There are known knowns:
there are things we know we know

There are known unknowns:
therearet hi ngs we Kk Row we

But there are also unknown unknowns;
theones we donot knlovm”w W €




Battlefields For Tax traps

ORGANISATION
OF THE TAX
FUNCTION
(NATIONAL +
GLOBAL)

EXTERNAL
REPORTING TAX
LOCAL GAAP / COMPLIANCE
IFRS / US GAAP

STRUCTURED
FINANCE
PRODUCTS

TAX RISKS:
IDENTIFICATION, TAX LITIGATION
VALUATION AND LOCALAND EU
MANAGEMENT

CORPORATE
GOVERNANCE +
BASEL Il

TAX PLANNING / TRANSFER WITHHOLDING
TAX OPTIMISATION PRICING TAXES

INDIRECT TAXES
CUSTOMS




How To Fail To Become A Global Player
g




Hidden Tax Traps In Decision Making

Market leader A for a specific sort of
household products

Euro-American group B acting in the
same business

A wants to become a global player




Hidden Tax Traps In Decision Making

Conversion to IFRS globally

NOL issues and DTA mismatches
Synergies failed

Finance centre

Licence centre




Hidden Tax Traps In Decision Making

+® The financial
model

+® The financial
centre

o® The licence
centre

A Virtual o

and liabilities

o
Taxand




Hidden Tax Traps In Decision Making

D
o® Month 1 o® Month 2
i Implementation of i Tax optimisation
a global database
o® Month 3 o® Month 4
i Scenario planning i Decision making
with existing and implementation
software

o
Taxand




Hidden Tax Traps In Decision Making

Shutdown of four countries and of the finance
centre

Relocation of licence centre into a loss making
country

Reduction of taxable profits in profit making
countries balanced with NOLS in two countries

CFO and tax director left

o
Taxand




Hidden Tax Traps In Decision Making

D
Managing ETR

Global Transfer Pricing
Global tax reporting system

Global tax risk management system




Lessons Learned: Standard Crisis Management

I International Tax Structuring That Works; Implementation Pitfalls To Avoid

Risk management

Balance sheet




Tax & Commercial Risk: Unforeseen Consequences

Simple scenario

Company A B had A wanted
buys commissionaire || to move to LRD
Company B structure structure

Change In transfer prices

New standards were uploaded




Unforeseen Consequences Of A TP Decision

System went live
No change occurred

nNParti al |l nterference wi




Unforeseen Consequences Of A TP Decision

What went wrong?
Incomplete communication plan
This was an unknown unknown

Risk management?




Unforeseen Consequences Of A TP Decision

Further unforeseen risk
Cash management
VAT liabilities 1 lumpy

Treasury impact




Unforeseen Cash Management Problem

I International Tax Structuring That Works; Implementation Pitfalls To Avoid

Before ...
January February March April

May
~ I I
- 1 I N I

Taxand




Unforeseen Cash Management Problem

D
After ...

January February March April May
1,000 -300 1,500 -500

 EIE

HH
Taxand




Pattern Of Common Errors

I International Tax Structuring That Works; Implementation Pitfalls To Avoid

Root causes

Planning errors

Execution errors

Maintenance
errors




Root Causes
g

Resources
Scope
Timing
Benefits

Communication




Root Causes

E One-country view

E Stakeholders not represented




Common Errors During Planning

Commercial impact 1 product flow
Other areas of tax

Geographical differences
Financial statement impact

IT requirements / impact




Common Errors During Planning

E Logistic costs

E VAT registration / costs
E Statuary accounting differences




Common Errors During Execution & Maintenance

Product flow compliance
Foreign exchange

Language Issues

Fatigue

Lost budget support

Moving parts T other changes

Follow-through on promises / operational




Common Errors During Execution & Maintenance

E Import / export regulations
E Hedging and P&L impact (Fx)
E Document translation / control

E Director travel / behaviour




Taxandos Take
D
Knowledge Active N Wh at
sharing management planning!




Taxandos Take

ANl ameo cul ture
Fast reaction times T emergency planning
Strategic use of advisors

Active advance management of key stakeholders

o
Taxand




Taxandos

o® Is not a funnel for
discontent

o® Does not absolve
project team of
responsibilities

T ake

o® Has no power to

manage the project

+® Does not apportion

praise or blame

o
Taxand




T
D

axandobdbs Take

Imperative on large projects

Sits parallel to engagement team
Acts as a funnel for information
Regularly meets with team leaders

Maximise what is known,
identify what was previously unknown,
minimise the level of risk in implementation




Taxandos Take

The Project Practice Director role is
fundamentally to maximise what is
known and identify as early as
possible what was previously
unknown or ignored thus minimising
the level of risk in Iimplementation




Speaker Detalls

Richard Baxter
UK

]
Rutger Hafkenscheid
NETHERLANDS

E. richard.baxter@alvarezandmarsal.com
T. +44 20 7663 0750

Richard is the | eader of Taxanddés gl obal i ndi

is a managing director with Alvarez & Marsal Taxand UK. Richard has more than 20 years of
experience leading global indirect tax assignments for multinational companies. As well as
advising on VAT planning and indirect tax compliance issues, Richard manages VAT
technology applications projects and has brought tax cases before the VAT Tribunal, High
Court and ECJ. Prior to joining the Taxand UK practice, Alvarez & Marsal Taxand, Richard led
the indirect tax compliance and risk practice of Deloitte and was head of the indirect tax team
with Arthur Andersen in the UK.

E. rutger.hafkenscheid@vmwtaxand.nl
T. +31 (0)20 301 66 33

Rutger is based in Taxand Netherlands where he is a partner with VMW Taxand in Amsterdam.
He advises companies on transfer pricing, tax structuring, strategy, decision-making and
valuation. Rutger lectures tax decision making at the Rijksuniversiteit Groningen and frequently
lectures at various universities in and outside the Netherlands on transfer pricing and tax
decision-making. He published a book on transfer pricing and regularly publishes on tax
strategy, transfer pricing and tax valuation. Rutger received his Masters degree in Tax Law from
the Rijksuniversiteit Groningen and has served as counsel to the Dutch Parliament, advising on

tax legislation and tax policy.

r



Speaker Detalls

Christoph Kromer
GERMANY

ia A

Albert Liguori
us

E. christoph.kromer@Iuther-lawfirm.com
T. +49 6195 592 24615

Christoph is based in Taxand Germany where he is a tax partner with Luther in Eschborn /
Frankfurt. Christoph has 20 years of professional experience as a tax director in large
multinational companies and tax partner in Big4 firms advising companies on tax accounting,
tax technology, tax risk management including transfer pricing and tax strategy. Before joining
Taxand Germany Christoph was leading the service lines for tax technology and tax
management services at KPMG Europe. Christoph has advised multinational clients on tax
strategy implementation, tax process optimisation and automation, the design and
programming of tax risk management systems as well as transfer pricing master file
documentation systems, global tax reporting and tax planning systems and tax assurance for
ERP systems.

E. aliguori@alvarezandmarsal.com
T. +1212 763 1638

Albert Liguoriis based in Taxand US where he is a Managing Director with Alvarez & Marsal
Taxand. With 18 years of international tax experience, Albert assists multinational organisations
to assess and improve their global tax profiles and functionality. He leads a New York-based
international tax team that supports clients on cross-border transactions to advance corporate
tax efficiencies. Albert was recently the interim head of tax of a $3 billion global financial
services company and led all tax aspects of a multi-billion dollar IPO. He also recently
redesigned the supply chain function for a $1.5 billion global manufacturer, and he has also

structured the acquisitions of various U.S. and foreign businesses. Albert
often helps companies to respond to tax demands from boards of directors and
shareholders, as well as in fostering cross-functional communication.
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Overview
D

In a surprise session well known corporate
comedian Serge Grudzinski of the Humour
Consulting Group, presented his observational
take on how Taxand is different and can deliver
practical and innovative worldwide tax strategies
for the future

Sergeds presentation was
iInterviews with key Taxand clients and Taxanders
from around the globe pre-event

Serge Grudzinski
Humour Consulting Group

T.+331.47.04.36.36
E. grudzinski@humour-consulting.com

www.humour-consulting.com
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Overview

Pressure on tax authorities worldwide to increase
revenue has put multinationals in the firing line

Taxand, the OECD and Taxand client, Arthur
Pleljsier of Medtronic, discussed the impact of
this change and the steps the OECD is taking
through its enhanced relationship model to
relieve some of the burden

The discussion opened with an agreement that
we are on the verge of real change for
multinationals, advisors and authorities alike

o
Taxand




Key points
D

There i1s a need for Boards to understand the tax
iImplications of all strategic decisions

The Idea that tax Is just for technical people Is
outdated; tax is now seen as critical to corporate
governance for any enterprise

Non-compliance is no longer the issue,
cooperation between tax administrations and
collaboration with multinationals are the now key

The OECD role is to provide a forum for debate
and influence change

o
Taxand




Key points
D

Dispute resolution Is growing In importance

There Is a need for consistency in the approach
taken by authorities across Europe and ideally
beyond

Concern was expressed around protecting the
confidentiality of shared information

Tax advisors should be business partners as tax
should be more aligned with business operations
and strategy

More speed in enhancing relationships

would be desirable

o
Taxand




Speaker Detalls
-D

s k T. +34915145200

Angel is based in Taxand Spain where he is with Garrigues. He joined in 1986 when it was
Arthur Andersen, and became a partner in 1997. Angel is an International Tax practitioner who
specialises in international taxation and cross-border issues with a particular focus on corporate
tax planning and transfer pricing. He has more than 20 years' experience advising major
ﬂv multinationals. He is responsible for the tax planning and structuring of the largest
investments abroad by Spanish enterprises, with a strong focus in Latin America and more
recently, in the US and in the EU. He is a member of the Business Advisory Group to the
OECD joint working group on transfer pricing and business restructurings.

Angel Calleja
SPAIN

Jonathan started his career as a Tax Inspector in 1982 and quickly moved to deal with large
corporates. In 1990 he joined the Inland Revenue's International Division, initially as a technical
specialist but later as a policy adviser. He was particularly involved in issues affecting the
financial sector. I n 1990 he joined the I nl anc
technical specialist but later as a policy adviser. In 2000 Jonathan was asked to lead the Capital
Jonathan Leigh Pemberton Ta?(es. busines; strgam_in thg Inland Revenge and later HMRC; while there he applied "Lean

OECD, TAX DIVISION Thinking" to drive S|gn|f|cant |mproyements in the way we worked. More recently, he has
returned to International Tax, leading work on the taxation of
Foreign Profits and CFCbds for Busines|d
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Introduction

M&A tax in the new environment

What does it mean for you?




Introduction
Substance: management and control of Holdcos
Case study introduction
Starting point
Target structure
Key challenges for Taxand
Global closing
India / Vodafone case
Global closing




Introduction

Local carve out

UK Turkey

Other tax aspects
Taxandos Take

Conclusions
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No place for purely theoretical tax planning

Tax advisor needs to understand business

ldentify more Safer
opportunities planning




Substance: Management And Control Of Holdcos

Walk the Talk eg Laerstate case

| was concerned my If Mr B had broken
phones were bugged a family holiday to go to
so | tried not to Netherlands on Easter
conduct business Monday he might have
from London been expected to
remember it

o
Taxand




Case Study Introduction

One of the most significant transactions in
Europe in the last two years

A two-step transaction

Acquisition of

100% of the Local share and
share capital of asset deals
the target

o
Taxand




Starting Point

JV Partner JV Partner
B
Target
I I HOLDCO LOCAL CARVE OUT

£ B .

Y v
/ e
; ' ; ;



http://fr.wikipedia.org/wiki/Fichier:Flag_of_Italy.svg
http://upload.wikimedia.org/wikipedia/commons/0/05/Flag_of_Brazil.svg
http://upload.wikimedia.org/wikipedia/commons/c/c3/Flag_of_France.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Belgium.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Canada.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_the_People's_Republic_of_China.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Switzerland.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_the_United_Kingdom.svg
http://upload.wikimedia.org/wikipedia/commons/c/c3/Flag_of_France.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Mexico.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Italy.svg
http://upload.wikimedia.org/wikipedia/commons/4/41/Flag_of_Austria.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Colombia.svg
http://upload.wikimedia.org/wikipedia/commons/b/ba/Flag_of_Germany.svg
http://upload.wikimedia.org/wikipedia/commons/b/b4/Flag_of_Turkey.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Spain.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Australia.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_the_United_States.svg

Target Structure

NAV/ JV
Partner A Partner B

Target
HOLDCO

-— il Sy

— - =y ==
— - T
= il

=E =2
| SE B Em



http://upload.wikimedia.org/wikipedia/commons/c/c3/Flag_of_France.svg
http://fr.wikipedia.org/wiki/Fichier:Flag_of_Belgium.svg

Key Challenges For Taxand

Due diligence
Structuring local carve outs
Closing

Post-closing




Global Closing

Review all tax assets and liabilities

ldentify NOLs / tax credit

Carve out costs

Loss of NOLs due to change in indirect control

Capital gains tax triggers eg India

o
Taxand




India / Vodafone Case

Acquisition of shares
Substance issues
Lower Court decision

Supreme Court decision awaited




India / Vodafone Case

Indian capital gains
Potential double taxation
Capital gains on subsequent transfer

Tax collection enforced

Vodafoneos plea and




Global Closing

Need to obtain tax indemnities from the seller

Timing for completing the carve out




Local Carve Out

Different concept means different tax impact
Base case versus alternative structure

What method to use and defend locally?

Consistency with the method applied at
global level?




UK Carve Out: Easiest Option

JV Partner JV Partner
A B
3. Ashares
cancelled
2. Transfer
shares <75% <75%
JV
UK A NewCo B

1. Transfer B

assets




UK Carve Out: More Complex Option

JV Partner JV Partner
A B
JV Sale of
guarantee
company
Sales of
shares Guarantee
Co
UK A NewCo B
1. Transfer
B assets




UK Carve Out: International Considerations

Concern French tax authorities would consider
that aggressive tax planning was being
undertaken

Higher scrutiny from French tax authorities

French more familiar with partnership

UK tax risk higher




Turkey Carve Out: Partial Demerger

JV Partner JV Partner
A B

Transfer of
NewCo B shares

JV

Newco B shares
owned by JV

Reductionin = TurkishCo

share capital A&B NewCo B

Tax free transfer of B
business

(B assets + B liabilities)




Turkey Carve Out: Partial Demerger

Need for capital increase before capital reduction

Source of Increase

Inflation |
Cash reserves => Retained
Injection o) earnings

o
Taxand




Turkey Carve Out

JV Partner
A

Transfer of
NewCo A

shares
JV

Dissolution of
Turkish Co

TurkishCeo-

Tax free transfer of
A & B business

. Full Demerger

JV Partner
B

Transfer of
NewCo B
shares

NewCo B




Other Tax Aspects

Tax leakage on cash repatriation

Managing local ruling request / relationship
with tax authorities

Post closing aspects: purchase price
allocation, goodwill amortisation




Taxandos Take

Global acquisition means
global tax structuring




Speaker Detalls

E. abhishek.goenka@bmradvisors.com
T. +91 80 4032 0000

Abhi shek is the key I ndian member of Taxando6s
b= Taxand India where he is a partner of BMR Advisors. He leads the firm's real estate and
. technology industry practices. Abhishek has more than 12 years of experience in the corporate
and indirect tax areas, as well as in the regulatory and policy area. He has advised a number of
international and domestic companies on a range of tax and regulatory issues. With his proven
. expertise, he has advised some of the largest companies in the technology sector on matters
Abhishek Goenka . . . -
UK ranging from entry strategy and business and transaction structures to mergers, acquisitions

and other business reorganisations.

E. ifleming@alvarezandmarsal.com
T. +44 (0)20 7663 0425

l an | eads Taxanddés gl obal transaction tax seryv
" Managing Director with Alvarez and Marsal Taxand UK. He has 15 years of experience in
L S corporate and international tax advisory, with deep expertise in mergers & acquisitions and

transaction tax for private equity firms. Prior to joining the Taxand UK practice, Alvarez & Marsal
' Taxand UK, lan was with the Private Equity Tax group of KPMG and before that, was Head of

. Tax at a FTSE company.
lan Fleming

UK




Speaker Detalls

Laurent Partouche
France

Meral Ucar
TURKEY

E. laurent.partouche@arsene-taxand.com
T. +33170 394352

Laurent is based in Taxand France where he is a partner at Arsene Taxand. Laurent focuses
on corporate tax management and strategy, mergers and acquisitions, private equity, tax audit
and litigation. Before joining Taxand France Laurent worked as a Tax Associate for Baker &
McKenzie.

E. meral.ucar@erdikler.com
T. +90 212 337 00 00

Meral is based in Taxand Turkey where she is one of the partners of Erdikler YMM Ltd. Meral
has been advising many local and multinational clients on Turkish and international tax matters
since 1989. She began her career with Arthur Andersen and joined Ernst & Young after the
merger of Andersends Turkish practice with
Erdikler YMM Ltd., at the beginning of 2006. Meral has extensive experience in a broad range
of domestic and international tax matters, including tax laws, incentive legislation, capital
markets legislation, foreign investment legislation, exchange control regulations, tax treaties,

other financial laws and regulations, and tax restructurings. Her particular
fields of expertise are VAT, tax planning and inflation accounting.

E &Y
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Accuracy - Germany

Economy and M&A market in Germany

= GDP: -%99%,9

2 M&A 1T n Q1

70 Gbn -
60 Gbn -
50 dbn -
40 Gbn -
30 Gbn +
20 Gbn +
10 dbn -

Ubn -

Sources: M&A Database-HSG, Thomson Reuters, Bureau van Dijk

610 +3.6%, O011F
2 Growth driven mainly by export and fiscal stimulus
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Accuracy - Germany

Trends for Corporates

i Strategic investors accumulated cash, but few very
good targets, increasing competition from PEs and
prevailing uncertainty

2AMI ttel stando bears high
passive), but not everyone wants to grow
Trends for PEs

i FInancing: size of tickets increasing, however, still
restricted access to financing

2 High pressure to invest: more competitive auctions
and rising multiples 33
Taxand




Accuracy - Germany

Accuracyos Vi ew

i Activity is increasing, but will all the deals really be
closed?

i Cross border transactions into emerging markets
growing, but acquisitions not always first choice

2 PPP still below expectations

i Thorough due diligence and strong SPA
mechanisms are key to prevent post-deal litigation

2 Lack of transparency on deal rationale (e.qg.
Tognum, ACS / Hochtief) expected to drive

regulation s
Taxand
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Dutch Economic Moves & The M&A Market

6,0 % - 124.,6 r 150
509% - 1161 1202 116,
4,0 % + - 100
3,0 % -
2,0 % ~ - 50
1,0 % ~
T T T 0
2010Q1 2010Q2 2010Q3 2010Q4
GDP —=— Unemployement —o— GDP Growth

834
772

441

2006 2007 2008 2009 2010
Bl Number of deals Val ue of deal s

GDP 2010 © 1.8% -> 0 478 bhillion
In 2010: still not on the level of
2008

Unemployment remained stable,
showing increase in Q1 2010
followed by a decrease

GDP growth is export driven,
iInternal economy still slowing down

The financial and economic crisis
as of Q3 2008 heavily impacted
M&A activity small recovery shown

Average deal size ¢ from 0108
million in 2009 to U 147 milki
2010

IN

I T TriroTrr




Dutch Cross Border Activity & M&A Trends
g

Other, 18

hy Activity in 2011 by sector
Belgium, 8

Switzerland, 5
, eland.4 Pharma Colgate-Palmolive buys Sanex from Unilever

United France, 8
Kingdom, 25

Johnson & Johnson buys Crucell

Mainland
Europe; 55

weden 4

Talpa and Sanoma buy SBS Netherlands

orway 3

Industrial Prysmian buys Draka

'Cross border activity 42 % of M&A activity in the Dutch market
2010

Biggest players: Mainland Europe, UK, USA -> Increased activity
French corporates ->BRICS do not show much activity in Dutch
M&A

2009 difficult not problematic -> 2010 actual impact of 2009
realised ->Slight recovery Q3/4 2010

Trend of sale of carve out by Corporates and "forced" sale |




Accuracyos Anal ysi s

Accuracyos Vi ew
i Significant M&A opportunities in financial services and real

estate sector, but low interest due to 'unknown' risks

i Preferred targets are carve-outs of large (listed)

companies i more opportunities due to focus of large
companies on core business (e.g. Ordina)

iz Preferred sector are industrial and consumer goods

sector, however, many competitors (both corporate and
PE) expected

# PE's 'forced' to exit (as they has already postponed exits

iIn 2009) will provide new opportunities

iz Patience in deal environment brings less issues and lower

i Maintain focus on purchase price mechanisms and

price, however, pressure of investors or shareholders to
be dealt with

potential earn-outs to ensure limitations of risk
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Accuracy - ltaly

Italilan economy

2 IMF: GDP 2010 +1,3%, 2011F +1,1%

2 90% of GDP made by SMEs < 10 employees
i 6,5m registered companies

i Issues. geography, infrastructures, tax burden, HR,
gearing, governance, grey market

M&A mal’ket (source: Mergermarket)

2 FY11Q1: 8,4bn (LVMH- Bulgari 3,9, First Reserve PE-

Ansaldo Energia 1,1, Lactalis-Parmalat (15%) 0,7, Investindustrial
+ Palladio PE-SNIA 0,5)

2 Average multiple: 10,1 x Ebitda
2 No mezzanine, 7-year senior bullet 4-500bps Kk




Accuracy - Italy
g

Trends for PEs

i 2011/2012: years for equity M&A and/or capital
Increase to strengthen portfolio companies

;2 Differentiation through specialisation/abllity to
support international development

#Repricing of prior LBOOS
Trends for Corporates
2 Opportunities for defensive/offensive M&A

2 Focus on targets which could represent a
saving/accelerator in R&D

#FI Il (NAsovereign fund(+
Taxand




Accuracy - ltaly

Accuracyos Vi ew

;2 300.000 companies will face generational issues in
the next 10 years

2 M&A potential: consumer goods, leisure, mech.
equip., packaging, utilities (privatisation),
renewables (Italy is n°3 in Europe with 5.000 Mw)

:2 Distressed opportunities: construction, leisure,
textile, shoes, home furnishing

2 Requirements: selective targeting, collaborative

approach, industrial partnership, generational

Issue (earn-out formula), knowledge of the
busi ness environment

[ ]
3
Taxanc
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Accuracy - Spain
g

Spanish economy

i IMF: GDP 2010 -0,1%, 2011F +0,8%

i 600,000 unsold residences

i Financial sector in harsh restructuring

i Public sector deficit at 5,1%.... From 9,4% in 2009!
i Good news in tourism (10% of GDP)

M&A mal’ket (source: Mergermarket)

i Corporates mainly involved in minorities or partial deals:
Smithfield T Campofrio (50%), EDP - Genesa (20%), Axa PE- CLH
(10%). Some exceptions: Amrest T Restauravia

 PE slow despite expectations: Clece i Permira
& Mercapital, Capio Spain - CVC

2 |PO & privatisation (Loterias, Talgo, Atento, Dia, Aena)



Accuracy - Spain
g

Trends for PEs

i 2011/2012: urge to rotate portfolio

i Some difficulties to raise new funds

i Expected but difficult secondary buy-outs

2 Need to find gems to be bought with little or no debt

Trends for Corporates

 Spanish corporates looking abroad
i Large corps have refinanced huge amounts of debt
2 Small but healthy corps look for business opportunities
i Distressed corps look for foreign buyers

2 Bankruptcies push market concentration
2 Led by sound corporates, foreign players and PE




Accuracy - Spain
g

Accuracyos Vview

i Some M&A potential in niche, build-ups (synergies),
Internationalised corps or resilient sectors. Some
regions better than others: Basque country, Madrid,
Catalunya

i Review Spanish PE portfolio for opportunities

i Distressed opportunities: construction-related,
automotive, tourism, textile

i Requirements: selective targeting, collaborative
approach, industrial partnership, generational issue
(earn-out formula), knowledge of the business

environment, patiencee
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On Track For A Sustained Economic Recovery

French economy:

2 GDP growth: 2010 1,6%, 2011F 1,6% (IMF)
2 Unemployment rate 2010: 9,5%

i Population 2010: 65,3m and growth 0,5%

i Aging: 16,8% more than 65 years old

i Public debt: 83,5% of GDP 2010

2 Public administration spending: 52,7% of GDP
2008

[ ]
3
Source: Insee, IMF, CIA World Factbook Marcam




A Rally In Deal activity (542 deals worth 1U36.4bn)
D

2010 saw a 40.1% deal count increase from 2009,
and an impressive 97.6% rise in deal value
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Mid Market Engine
g

A few exceptional mega deals in 2010 (Gdf Suez
Energy Intl / International Power, Genzyme /
Sanofi Aventis) e

éand a mi d maulk3bertie.89%pf n ¢
total market)

Debt financing easing, stagnant IPO market, and
valuation pushed upwards by Private Equity

[ ]
3
Source: Mergermarket Taxand




Private Equity Take Off

A solid PE activity in 2010:
3 06.6bn in value versus U4.1bn in 2009 (+61%)
2 1 685 deals versus 1 469 in 2009 (+15%)

On a macro perspective:

i Investments of U6.6bn were higher than fund
raised of U5.0bn, meaning a decrease of investing
power

2 FInancial services contribution to raised funds has
decreased by 82% due to restrictive regulation
(Solvency Il and Basel Ill)

Source: AFIC

%
Note: AFIC methodology and scope of deals differ from Mergermarket ones Taxand




M&A Trends
D

Domestic growth will be impacted by austerity
programs (to reduce debt), so M&A activity will be
supported by areas with intrinsic growth potential

Cross-border deals and private equity investment
should support the market in the near future

In France there are around 5,500 companies that
have private equity funds in their capital,
including 2,000 through LBOs. That means that
roughly 200-300 companies will be sold in the
next five or six years. A trend that will maintain an

increase in M&A activity
Taxand




Conclusi on: Accuracyo0 s

Selective targeting : Energy, Telecoms & Medias,
and Health Services most attractive

Local PE funds (Astorg, Rothschild, Atria, Activa)
have significant portfolios that represent
Investment opportunities

Knowledge of French business environment :
ocal debt market, restructuring environment,
ocal lawyers

Be ready for long processes : regular review of
current trading, return of earn out clauses

o
Taxand
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