%\ Crowe Clark Whitehill LLC.

TAX PLANNING FOR MANX COMPANIES - UPDATE

In the Manx Budget 2011 it was stated that the Attribution Regime for Individuals (ARI) would be abolished
for accounting periods beginning on or after 7 April 2012, so that we initially recommended our client
companies to consider changing their accounting date to take advantage of the abolition of ARI earlier
than otherwise would be the case.

We said that we would review this a little nearer the time.

Late last year the Government announced that the abolition of ARI will take effect in respect of
distributable profits arising or accruing to a company on or after 6 April 2012.

The result of this is that no changes of year end are now necessary. Instead the distributable profit of any
accounting period straddling 6 April 2012 will be apportioned for the purposes of calculating those profits
falling within the ARI regime up to 5 April 2012, and those outside the ARI regime from 6 April 2012.

These changes affect all Manx resident shareholders of Manx companies which do not pay tax at 10%.

The abolition of ARl means that distributable profits arising on or after 6 April 2012 will only come into
charge when dividends are paid out. These will be taxable on any Manx resident shareholders. Income
accumulated will not suffer tax and will only become taxable in the hands of the Manx shareholders when
distributed by way of dividend.

Planning opportunities

Prior to the abolition of ARI it may be tax efficient to pay out dividends from those profits in reserves which
arose during the ARI regime.

After the abolition of the ARI regime, if income arising in the company does not need to be paid out to the
shareholders to fund their normal expenditure, then it can be retained tax-free in the company, whether it
is a trading or investment company.

The converse of this is that all dividends paid out will be taxable on the Manx resident shareholders in the
tax year in which they are paid.

Accumulated Income Reserves

We understand that it is the Income Tax Division’s view that on the eventual dissolution or liquidation of a
company, any income which has been accumulated post 6 April 2012 will then come into charge, because
the distribution of such reserves would constitute a dividend under company law. Thus, the abolition of
ARI could result in a deferral of tax on subsequent income, which will come into charge at some stage in
the future. This view is not yet enshrined in legislation or a practice note, however, and may be subject to
challenge. If a company is sold, however, then the proceeds of the sale of the shares are a capital receipt,
not taxable in the Isle of Man.
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Credit Loans

Where a director or shareholder’s loan account is in credit, this can be drawn on after 6 April 2012 without
incurring a tax charge, as this is a capital transaction.

Debit Loan Balances

Be aware that where a loan account goes into debit, the Loans to Participators Charge will still apply. This
is a tax charge on the company at 20%, which will be repaid when the loan is repaid. It may be possible in
some limited circumstances for the company still to lend to participators without a tax charge, but this will
depend on the amount of reserves in the company relating to the years in which ARI applied.

If you would like to know more then please contact
Evelyn Corrin : evelyn.corrin@crowecw.im , John Cowan : john.cowan@crowecw.im
Clare Cooper : clare.cooper@crowecw.im , or Elaine Rudge : elaine.rudge@crowecw.im

Crowe Clark Whitehill LLC, 6" Floor, Victory House, Prospect Hill, Douglas IM1 1EQ
Tel: 01624 627335; Fax: 01624 677225; Web: www.crowecw.im

Crowe Clark Whitehill LLC does not accept any liability for any action taken or not taken on the basis of this Note. Crowe Clark Whitehill is a registered Business
Name of Crowe Clark Whitehill LLC. Crowe Clark Whitehill LLC is a Limited Liability Company registered in the Isle of Man No. 719L.
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