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1. Assume that a telecom company in India has a large stake held by a company (M1) based in Mauritius.  M1 is itself held by another company (M2) based in Mauritius. M1 and M2 both hold valid Global Business Licences (GBL1) and tax residency certificates (TRC) in Mauritius.  The last renewal of GBL1 and the TRC has been done in November 2006.  M2 sells its entire stake in M1 to a company based in the EU.  Would the exit attract Indian capital gains taxes?

2. An Indian company is borrowing in US$ 100 million equivalent in JPY for a period of 10 years from a Singapore based bank registered with the Monetary Authority of Singapore.  The financing parties who fund the bank and place liquidity at its disposal are US pension funds.  The bank has an asset denominated in JPY and a liability denominated in US dollar.  Would one say that the transaction passes the substance test?  

3. Assume that a private equity fund organized as a company is based out of Luxembourg.  It has a professional research team based in London.  Between 2002 and 2005, the fund has invested in Indian equities.  From early 2006 till June 2007, the fund has been liquidating its portfolio of investments by selling on the stock exchange either by way of ‘block trades’ or by way of small quantity sales which may not affect the market prices of the scrips.  The research team in London is compensated on the basis of profits made on sale.  Examine the Indian tax implications for the private equity fund.  Would the analysis differ, if the London based research office compensated on cost plus 10% basis?  If the research team is located in India would that make any difference?  If the investment advisory board of the fund (as opposed to the research team) were to be based in India would that change the analysis?

4. J, a US based bank has lent funds to its Japanese subsidiary at US Fed Funds rate less 20 basis points.  The Japanese subsidiary in turn lends to J’s Indian operations at the US Fed Fund rate less 25 basis points.  J’s Indian operations are rated AAA+ in India, its Japanese subsidiary is rated AA in Japan, whereas J is rated AAA in the US.  J is able to borrow in the US markets at Fed Fund rate less 10 basis points.  Can the US, Japanese or Indian authorities object to the pricing of funds in this manner?  If so, what could be J’s defence of these arrangements?

5. A manufacturer of luxury submarines sets up a special finance company, MS in Mauritius.  The parent company, S is based in and has manufacturing facilities in mainland Europe.  The paid up capital of MS is US$ 100 million and it borrows US$ 500 million at LIBOR from the parent.  An Indian buyer of the luxury submarine withholds Indian taxes on the financing arrangements for the purchase of the luxury submarine.  Examine the impact of taxes at the Mauritius level.  Would it make a difference, if the financing company were based in Singapore?

6. R, a bank based in mainland Europe has a home country tax rate of 26%.  Its UK branch faces a UK tax rate of 30%.  The UK branch has given a loan to an Indian corporate under the External Commercial Borrowing (ECB) route.  Under the terms of the loan, the Indian corporate is required to gross up for Indian taxes.  The loan is at a rate of LIBOR plus 50 basis points.  The borrower pays 66 basis points as Indian tax.  R’s cost of funding at the UK branch is at LIBOR.  Other expenses at the UK branch average about 12 basis points.  Incremental corporate expenses at the headquarters will be about 4 basis points.  Discuss the amount of tax credit available in each jurisdiction.  What would be the situation on the foreign tax credits, if R is incurring losses at the global level but has a profitable UK branch?

7. A Hong Kong based arranger, H Ltd. receives fees for advising a client, E Inc. and arranging funding in a Singapore based special purpose vehicle, B Pte Ltd.  E Inc is based in the US and is looking at a target company P Ltd. in India.  The shares in P Ltd. will be held in a new company, E Bv in the Netherlands.   Discuss with a view to determining which jurisdiction(s) will prima facie have the right to tax the fee. 

8. A UK based arranger, S plc receives a fee from a special purpose vehicle, T &Co based in the EU.  The funding arranged is by way of equity and debt for an acquisition transaction where the ultimate target is an operating company, N Inc. in the US.  The acquirer group, I Ltd. is based in India, the acquirer’s global holding company, IGHQ & Co is based in mainland Europe and the target’s holding company NHQ Pte Ltd. is in Singapore.  Which of the countries will have the right to tax the fees received by S plc?   

9. B Inc. is setting up a funding vehicle, M Ltd. in Mauritius.  It is expected that M Ltd. will have a Global Business Licence 1 (GBL1) in Mauritius.  With the relevant approvals in India, M Ltd. invests in a mutual fund scheme organized as a trust floated in India.  The mutual fund pays dividend to M Ltd. and other investors.  Is the dividend paid by the mutual fund to be treated as dividend for the purpose of Mauritius taxation?  Would the answer be different, if M Ltd. fails to get the GBL1?

*Note:
The above case studies have been extracted from Mr. Sunil Kothare’s paper on this topic which was presented at the ITF RRC organized by the BCAS in August, 2007.

