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P Corporate tax considerations PKF
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P Corporate tax considerations

Tax treaties

Most tax treaties the UK has with other counties
are based on OECD Model Tax Convention.

\ /
Withholdings tax g

UK Parent Co

& . ZON .
Dividends (article 10) MM Interest (article 11)

= Royalties (article 12)
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‘Tax treaty’

HHHE Overseas subs

*  Set potential rate
*  Set tight parameters
for the transactions

Treaty considerations

Are there any specific Are there any ‘anti
conditions in the avoidance provisions’
relevant article which which prevent recipient
need to be met? from reduced WHT?
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P Transfer pricing

Global tax, transfer pricing
and regulatory landscape

Upstream

Midstream

PKF

Downstream

Understanding value
chains

Acquisition &
Exploration

&

Construction &
Development

ol

Mining &
Concentration

Trucking/Railing Port
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Transport:

& Shipping

&0

/il

Smelting &
Refining

-

O O

Trading, Marketing &
Sales

Intra-group cross-border
support = Transfer pricing /
tax efficiency implications

The transfer pricing policy
challenge

The implications of greater
scrutiny
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Corporate

Services

Each Natural Resources business has its own value chain, which should be mapped

Marketing
Hub

Intra-group cross
border support

Engineering,
Science and
Technical
Hub

to critically evaluate the business, tax and regulatory implications.
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P Flows of VAT
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P Set up

Initial funding

to parent

* Set up costs
* L&P Feesetc.

UK Parent co

Loans vs Capital Loans vs Capital

Africa USA
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P Extraction and production PKF

UK Parent co

Ongoing business / tax arrangements

Loans vs Capital

* Loan

+ Services, e.g. management,
technical

* IP licensing

* Asset leasing

» Personnel provision

v
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—> G— —V'ﬁb — T
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!

Europe USA

Start-up losses
Bearer of market risk
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P Commercialisation
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Dividend Payment

v

UK Parent co

PKF

* Ongoing initial tax structure impacts

+ Potential business and tax structuring
options e.g. HQ / operations hubs for
procurement, sales and marketing

£
- . AN
Ed
Africa Europe
= —  I|ncome/
Income /
oy profit 20 °)l  profit

Profit generation
Entitlement to market reward
Supply chain optimisation

USA
— Income/
profit

Key:

w Sale of subsidiary
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Y Shut Down
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Africa

Closing down
Decommissioning

A

UK Parent co

= Income/

profit

Profit repatriation / cost allocation

4_
USA
= Income/
profit

Post-trading costs
Income and cost allocation

PKF
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P Alternative approach
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Africa

— |ncome /

profit

Flow of funds

—> UK Parent co

Substance (boots on the ground) is required

-

New Dubai co

ws {,
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Europe

— Income/

° 0 profit

\

Sales function for extracted assets into the market

USA

= Income/

profit
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P International expansion

Head Office

company
e.g. UK

International Hub company
e.g. EU (Ireland), Middle East

(Dubai), Asia-Pac (Singapore)

Double tax agreement between the management and relevant operating companies

Optimising the intra-group support / key value contributions across the companies,
resulting in business and tax aligned profit / loss outcomes

Intra-group support and key value contributions
* Management/ support services

* Financing

* Engineering, science and technical

+ Distribution

PKF

All provisions should be priced at “arm’s length” under global

transfer pricing rules

v

- -
[
Africa

operating
company

Profit or loss

s -
_wﬁi_

Europe
operating
company

Profit or loss

Sales of finished products External

customers

USA operating
company

Profit or loss ——

Upstream / Midstream / Downstream activities by intra-group entities across the NR value chain
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Business and tax considerations

* Business case

* Economic substance requirements
*  Exit tax

+ Supply chain management, etc

Potential benefits

» Proximity to operating and sales markets
» Tax efficiency

» Access to talent pools, etc

Each natural resources business has its own value
chain, which should be mapped to critically
evaluate the business, tax and regulatory
implications.
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Any questions?
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