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Changes to treatment of financing
arrangements

« Announcement of Cyprus tax authorities in February 2017
« Circular issued on 30 June 2017
« Abolishes the acceptable minimum margins (0.125% to 0.35%) on back to

back financing from 1 July 2017

+ Effective from 1 July 2017 for all existing and future financing
arrangements that fall within the scope of the Circular (back to back loans
and certain other types of financing arrangement)

« Going forward must be supported by transfer pricing analysis.

HoBble 0COBEeHHOCTM HaNoroobnoxeHumd
COENOK NO BHYTPUTPYMNMoOBOMY
(MHaAHCUPOBAHUIO

+ O npeacrosawmnx naMmeHeHmnax obbvasneHo B pespane 2017 roaa;
* Uwunpkynap onybnukosaH 30 mnioHa 2017 roaa;

« OTMeHa MMHUMaNbHOW BENYUHBI NPOLEHTHON MapXxu (B pa3Mmepe oT
0,125% po 0,35%) B OTHOWEHUM BHYTPUIPYNMOBbIX NapasnfenbHblX 3aMMOB
c 1 monsa 2017 roaa;

* [MpumeHseTca ¢ 1 nona 2017 roga B OTHOLWEHNU BCEX CYLLECTBYOLWNX U
6yAyWmnxX BHYTPUIPYyNnoOBbIX 3aMMOB, COOTBETCTBYIOLIUX KPUTEPUSM,
yCTaHOBJMIEHHbIM LInpKynsapoM (BHYTpuUrpynnoBbie napannefbHble 3anMbl U
WHble BUAbl CAENOK NO BHYTPUIPYNnoBoMYy (OMHAHCUMPOBAHUIO);

« BbllWeykasaHHble cAenkun, 3akatodaemble ¢ 1 uona 2017 roga, 6yayt
noanexaTtb aHann3ly CorslacHo npaBuiaM TpaHCHEpPTHOro LleHoo6pa3oBaHMs

(TLO).



Circular on intra-group financing LInpKyndap o BHYyTpUrpynnoBoMm

Scope and approach (prHaHCMpoBaHUM
O6nactb NPUMEHEHUSA U MOAX0A

MpPUMEHSIETCS K BHYTPUTPYNMOBbIM 3aiMaM

Applies to intra-group financing transactions

- Granting of loans or cash advances * Bblgaya 3anMMoB nnu ccya,;

- The funding is provided to related companies (“related” as defined in * 3aliMbl BblAAOTCA B3aMMO3aBUCMMbIM KOMMaHuAM (B NoHMMaHun Pasgena 33
Section 33 of Income Tax Law) 3aKkoHa «O Hanore Ha nNpubbINb»);

« Loans are financed by borrowings from related or unrelated parties, cash * 3aiMbl NPEAOCTAB/IEHBI 3a CYET CPEACTB, NPUBJIEYEHHbIX B BUAE 3aIMOB,
advances or debentures AEHEXHbIX CCYA WKW AONTOBbIX LLEHHbIX 6yMar oT B3aMM03aBUCUMbIX U

HE3aBUCUMDbIX NNL,

PbIHOYHbIN XapaKTep ueHoobpa3oBaHUs

Arm'’s length principle

» Necessary to determine whether remuneration complies with arm’s length « Heo6X0AMMO OnpenensTb COOTBETCTBME BO3HArPaXAeHUs No caenkam
principle. pPbIHOYHOMY UHTEpBany;

» Does it correspond to price which independent parties would apply in * COOTBETCTBYET NN BO3HArpaXJeHue ypoBHIO LIeH, YCTaHaB/IMBAEMOMY
comparable circumstances? He3aBMCMMbIMU CTOPOHaMM B aHaNormyHbIX 06CcTosATENbCTBAxX?

« Comparability analysis required. » TpebyeTca aHanM3 conoCTaBMMOCTH;

Functional & risk analysis OYHKUMOHANbHbIA @aHanNM3 1 aHann3 pMCcKoB

« Determine characteristics of financing transaction. « onpeaeneHne xapakTepmucTUK caenkn rno npeaoctaBNeHno 3aMMoB;

« Relevant characteristics are terms, functions of parties, assets used and * K/IIOYEBbIMU XapaKTEPUCTUKAMU CAENKU ABNAITCA YCNoBUSA, DYyHKLMUU
risks assumed. CTOPOH, UCMONb3YyeEMble aKTUBbI U MPUHUMAEMbIE PUCKU;

« Establish the appropriate level of equity at risk. + pacyeT Heo6X0AMMOro YPOBHSA COBCTBEHHOIO KanuTana noj pMckom.
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A simplification measure will be available for group ANnsa KOMNaHWN, OCyLWeCTBASOWMNX UCKITYUTENBHO

financing companies which perform a purely nocpeaHnyeckne GyHKLMN N He Xenatowmx
intermediary activity and which do not wish to NpoOBOANTb MOJTHOLEHHbIM aHann3 TpaHchepTHOro
undertake the required TP analysis. neHoobpasoBaHus, 6yayT NpeayCMOTPEHDI

YMNpoLweHHbIE Mpoueanypbl.

A transaction is deemed to comply with the arm’s Cpaenka 6ypeTt npM3HaHa COOTBETCTBYOLLEN
length principle if there is a minimum return of 2% NpUHUMNAM PbIHOYHOIO LeHoobpa3oBaHMsa nNpu
after-tax on assets.? nokasaTtensx peHTabenbHOCTU akTMBOB OT 2% nocne

Hasloroob6noXxeHuq.1

1 Ratio will be regularly reviewed by the Tax Department 1 YpoBeHb Mapxu peryasipHo nepecmaTpuBaeTcsa HanorosbiM
based on relevant market analyses. ynpaB/ieHNEM Ha OCHOBAHUU TeKYLWNX MHPOPMALMOHHbIX
AAHHbIX O pblHKE.

© 2017 PISC Deloitte and Touche USC TP for Financing Companies



Regulated financing and treasury ®nHaHCOBbIE N Ka3Ha4Yenckme KOMMnaHum,

companies perynnpyemMble rocyaapCcrsoMm
/4
Arm’s length return PbiIHOYHasa peHTabenbHOCTb
« For companies performing functions similar to those of regulated financing « [Ana KOMNaHWK, OCYLLECTBAIOWNX AeATe/IbHOCTb, COMNOCTaBUMYIO C
and treasury companies, a return on equity of 10% after-tax can be AesATeNbHOCTbIO PUHAHCOBbLIX U Ka3HaYeMCKNX KOMMNAHUN, N KOTOpble
observed in the market and can be considered as arm’s length. noanajarT Noj peryimpoBaHue rocyaapcTBOM, XapakKTepHa Mapxa

peHTabenbHOCTM KanuTana B pa3Mepe 10% nocne HanoroobnoxeHus,
KOTOpasi U MOXET CYMTATbCSA PbIHOYHOMN.

» This % to be regularly reviewed by the tax authorities.

* YpOBEHb Map>Xwu NOAJSIEXUT peryisapHoMy rnepecMoTpy HasoroBbIMun

opraHamu.

« HOWEVER not expected that many financing companies will fit the above

profile. « C 60nbwon aoner BEpOATHOCTM MOXHO OXUKAATb, YTO HEMHOIME KOMMaHuu,

y4yacTBYHOLLME BO BHYTPUIrPpYyNnnoBoM MHaHCMpoBaHuu, 6yayt
COOTBETCTBOBATb BbilLeyKa3aHHbIM KPpUTEPUSAM.



Substance TpeboBaHUSA K YPOBHIO MPUCYTCTBUS
Presence in Cyprus [TpucyTcTBMe Ha Kunpe

« "..it is imperative that a group financing company must have an * «..KomnaHus rpynnbl, y4acTByroLasi B CAE€JIKax rno BHyTPUrpyrrnoBoMy
UHaHCMpoBaHUIO, 4O/IKHA UMETb

« "“..the group financing company must have the to * «.. KoMnaHus rpynnsl, y4acTByoLas B CAEJ/IKax Mo BHyTPUIrpyrinoBoMy
control the transactions performed”. UHaHCMpoBaHUIO, 4O/IKHA UMETb

« A group financing can outsource the daily activities of risk mitigation. It + BblweykasaHHble KOMMaHWK BNpase nepeaasaTb PYHKLUIO MO MUHUMMU3ALUN
must however be able to: PUCKOB, peanm3yeMyto Ha exeaHEeBHOW OCHOBE, NOAPSAAHbIM OpraHu3aumsMm.

I'Ile 3TOM, KOMNaHMA AO0/1PKHA MMETb BO3MOXXHOCTb:

— determine the objectives of the outsourced activity; — onpenenaTb Lenu AeaTenbHoCTU, NnepegaBaeMonr Ha noapsaa;

— decide to use the services of a risk mitigating provider; — MPUHMMaTb peLleHne O NpUBJEYEeHUN NOAPALAHON OpraHM3aunm;

— assess whether the objectives are properly met; — oueHuBaTb cobsitoaeHne NOCTaBNEeHHbIN Lenen;

— decide to modify or terminate the contract with the service provider; — NpUHUMaTb pelleHne 06 N3MeHeHUn UNmM pacTopXXeHun Aorosopa c
noapsAYMKOM;

— actually perform these functions. — CaMOCTOSATENbHO OCYLWECTBAATb AaHHYIO (PYHKUMIO.

+ Not entirely clear from the Circular what the substance requirements mean -« B Linpkynsipe oTCyTCTBYeT YUETKOE YKa3aHWe Ha TO, YTO BbllleyKa3aHHble
in practice — further clarity is required KpUTEPUM NPUCYTCTBUSA 03HAYAIOT HA NpaKTUKe, B CBSA3WN C YeM TpebytoTcs
[lONOJTHUTE/IbHbIE Pa3bSACHEHUS.



Substance TpeboBaHNA K YPOBHIO NPUCYTCTBUS
Criteria Kputepumu

AnpekTtopa
KOMMNaHumn MpoBeaeHne
AOMXKHbI 6bITb 3acenaHum
HaNoroBbIMMU npaBfeHns Ha
pe3ngeHTamu Kunpe
Knnpa

Cyprus tax Board meetings
resident directors in Cyprus

MpoBeneHne Hanunune
obwmnx cobpaHum KBanupuuym-
aKLMOHEPOB Ha pOBaHHOIO

Kunpe rnepcoHana

Shareholders’
meetings in
Cyprus

Qualified
personnel

Hannuve npaBa Ha nepenayvy QyHKUMA, HE MMEKOLLMX CYLLLECTBEHHOIO
B/IMSIHUSI HA yNpaBfieHNe PUCKaMK, Ha BHELIHWIA NoApsaA,

May subcontract functions that do not have a significant impact on risk
control

© 2017 PISC Deloitte and Touche USC 9



TP Analysis
Steps to be followed

« The Circular provides that a TP analysis should consist of the following
elements:

— Identify transactions.
— Functional & risk analysis.

— Comparability analysis.

© 2017 PISC Deloitte and Touche USC

AHanun3 TUO
HeobxoanMblie MeponpuUsTUS

« CornacHo TpeboBaHuaM Linpkynsapa, aHanu3 TLO agomxeH coaepxaTtb
cnepyoLwve 3/1eMEHThI:

— ornpeaeneHune caenok;
— aHanu3 GyHKUMA N PUCKOB;

— aHan3 CconocCctaBnMMOCTH.

10



TP Analysis

Minimum requirements

Computation of equity
allocation required to
assume the risks

List of searched
potentially
comparable
transactions

General description of
market conditions

List of all previous
agreements with
entities under analysis
still in effect

Description of group,
inter-linkages and
value creation within
the group

Rejection matrix for
rejected potential
comparables with
justifications

List of all previous TP

agreements with
other countries in
relation to the
transactions

Projection of income
statements for the
years covered

Precise scope of
transactions analyzed

Final list of
comparable
transactions used

AHann3 TUO
MuHMManbHble TpeboBaHUS

Pacuet HopmaTuBa
AOCTAaTO4YHOCTU
Kanutasaa Anda
NMOKPbITUA PUCKOB

Cnncok
noTeHLUMaNbHO
COMOCTaBUMbIX
COENOK, BKJIIOYEHHbIX
B MOUCK

OnuncaHmne cocTosHUs
pbIHKaA

Cnu1coK AencCTBYHOLWMX
CornallieHum c

KOMMNaHNAMMU,
BK/TOYEHHbIMU B
aHanaus

OnucaHune npoduns
rpynnbl, CBA3EN U
npoLecca co3gaHuns
CTOMMOCTH

Kputepun
VUCKIIOYEHUS

CAeNnoK u3s BbIboOpKkK C
060CHOBaHueM

Cnncok ncrekwmnx
cornalieHun o
LeHoobpa3oBaHuM C
ApPYrMMW CTpaHamMun B
OTHOLLIEHUN CAENOK

MporHo3 huHaHCOBbIX
pe3ynbTaToB Mo
COOTBETCTBYIOLLNM
rnepvoaam

YeTkne pamku
aHann3npyembIx
caenok

OKOHYaTeNbHbIN
CMMUCOK COMOCTaBUMbIX
CAENOK, BKJIIOYEHHbIX
B BbIOOpPKY

“"The Transfer Pricing Analysis should be prepared by a Transfer Pricing
Expert. It is expected that the transfer pricing analysis is submitted to
the Cyprus Tax Department by a person who has a license to act as an
auditor of a company according to the Cyprus Company Law and is
required to carry an assurance control confirming the quality of the
transfer pricing analysis.”

© 2017 PISC Deloitte and Touche USC

«AHanmns a5 yeneun TLO [osmKeH npoBoANTLCS crieymnaancrtom rno TLO».
O)knpaercs, 4to aHam3 TLO 6ygeT nogaBaTbCsi B HasioroBoe yripaB/ieHne
Kunpa nuyom, umeroLmm IMLEH3NK0 Ha OCYLLECTBIEHNE ayANTOPCKON
AESATE/IbHOCTN B COOTBETCTBUUN C KUTIPCKUM 3aKOHOM «O KOMMaHUsax» , B
0653aHHOCTN KOTOPOro byaet BXoANTb MPOBEPKa AOCTOBEPHOCTU M KaYeCTBA
aHasnnza».
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Simplification Regime
Details

CRITERIA FOR A COMPANY TO QUALIFY
« Must meet the substance requirements mentioned in the Circular.

« Acts as an intermediary borrowing funds from related parties which

are on-lent to related parties.
|

SAFE HARBOUR

« Deemed to comply with arm’s length principle if there is a minimum return
of 2% after-tax on assets in relation to the transactions in question.

+ This percentage will be regularly reviewed by the Tax Department based
on market analyses.

« The safe harbour only applies to funds borrowed from related parties and
on-lent to related parties - cannot be used for any other types of
transaction.

e
PRACTICAL ASPECTS

* No need for a transfer pricing analysis to be undertaken if the
simplification regime is opted for.

+ Use of the simplification measure will be indicated on tax return and
subject to exchange of information rules.

+ May weaken the beneficial ownership position as a company will be
indicating that it is a pure intermediary with no significant risks (and
normally no significant equity at risk).

© 2017 PISC Deloitte and Touche USC

YNpoLEeHHbIN peXxumMm
MoapobHass MHPOpMaUUS

Ana npuMeHeHUs YyNpOoLEeHHOro pe>xmMa KOMNaH1s AOoJHKHa:
e COOTBETCTBOBATb KPUTEPUSAM MPUCYTCTBUSA, YKasaHHbIM B Linpkynsipe;

s BbICTYNaTb B Ka4YecTBe NOCpPeAHMKA, 3aMMCTBYHOLLEro Yy
B3aMM0O3aBNCUMBbIX Nl ongd er,D,VITOBaHVIFI B3aMM0O3aBUCUMDbIX JINL.
|

«be3onacHas raBaHb»

* LleHbl cUMTaloTCA COOTBETCTBYIOLWMMMN PbIHOYHbIM, €C/IM HoOpMa
peHTa6eJ'IbHOCTM aKTMBOB paccMaTpuBaeMbIX CAeNOoK cocTtaBnseT oT 2%
nocne Hanoroo6s10XeHus;

HOpMa peHTabeNnbHOCTU NOANEXUT perysipHoMy nepecMoTpy Hanoroebim
ynpasneHneMm Kurnpa c y4eToM AaHHbIX O PbIHKE;

«be3onacHas raBaHb» MPUMEHAETCA UCKNTHOYNTENBHO K CPEACTBAM,
3aMMCTBOBAHHbLIM Y B3aUM0O3aBUCUMbIX TNL, B LIENAX KPpeaANTOBaHUA
B3aMMO3aBUCUMbIX JINL, HE NMPUMEHAETCA K UHbIM CAeJiKaM.
L.__________________________________________________________________________|

NMPAKTUYECKMUE BOIMPOCHI

e B CNly4yae npuMeHeHus ynpoLeHHOro pexuMa nposegeHne aHanusa
TpaHcdepTHOro ueHoobpasoBaHus He TpebyeTcs;

*  MNCNOJMIb30BaHWeE YMpoOLLEHHOrO peXxXnMa oTMeYaeTCs B AAeKs1apauum 1
nogymnHseTcs Tpe6boBaHnaM 06 o6meHe nHpopmaumen;

*  BO3MOXHbl PUCKN B CBA3U C NpUMeHeHneM KoHuenuum O, nockonbKy
KOoMMNaHua onpegenseTt cebs UCKIIYNTENbHO Kak NnocpeaHuKa, He
HecyLero cylwecTBeHHble puckn (0bbI4HO HE PUCKYOLWAa KanuTanoMm).



Impact of new rules

Financing company has the capacity to
perform significant functions and assume
significant risks and aligns with TP
principles of new Circular

AFTER 1 JULY 2017

EQUITY LOAN (FROM RELATED OR
THIRD PARTY)

LOAN (TO RELATED PARTY)

« Ensure have appropriate organizational substance.
« TP analysis to establish:

v Level of equity required to assume risks to ensure have
appropriate economic substance

v Arm’s length remuneration (Return on Equity?)

+ A pure intermediary financing company may wish to restructure to
introduce the necessary organizational and economic substance to align
with the Circular.

» Possibility to claim Notional Interest Deduction.

© 2017 PISC Deloitte and Touche USC

BnnaHme HOBbIX MnpaBwJi

[TocpeaHMK cnocobeH BbIMOSHATb
CyLLeCTBeHHble PYHKLUNN N HECTU
CYLLeCTBeHHble PUCKU, COOTBETCTBYET
TpeboBaHuaM Unpkynsapa

NMNOCNE 1 NKOJ1A 2017r.

COBCTBEHHbI 3AEM CPEACTB (Y
KAMUTAJ B3AMMO3ABUCKMOrO MU
HE3ABMCMMOIO JINLA)
BbIJAYA 3ANMA
KUMPCKASA KOMMNAHNA (B3AVMO3ABUCUMOMY 1MLLY)

+ Heobxoamnmo cobnogeHne TpeboBaHMIM OpraHM3auMOHHOIo NPUCYTCTBUS;

* aHanu3 TUO, no3sonstowmm onpeaenmTb:

v/ ypoBeHb CO6CTBEHHOIO KanuTana, Heob6xoanMbIn AN NOKPbITUS
PUCKOB, CBSI3aHHbIX C cobnogeHnem TpeboBaHun pakTn4eckoro
NpUCYTCTBUS;

v/ ypOBEHb PbIHOYHOIO BO3HArpaxaeHus (peHTabenbHOCTb
Kanutana)?

e KOMMNaHMS, BbINOJIHAKOLWAS UCKTIOUYNTENBHO NocpeaHuveckmne MyHKUun,
MOXeT NPOBECTU peopraHm3aumio B Lenax cobniogeHnsa tpebosaHum
(akTnyeckoro NpUCyTCTBUSA B COOTBETCTBUM C NONOXeEHNAMN Linpkynapa;

* BO3MOXHOCTb Bbl4E€TA YCJ/IOBHbIX MPOLIEHTHbLIX PpacXoa0B.
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Circular on intra-group financing

Consequences of not aligning with the
Circular

« Lack of clarity at the moment, but possibly:

>

Exchange of information that the company is not aligned with the
Circular in terms of organizational and economic substance?

Can create beneficial ownership of income and withholding tax
issues in the source country.

Adjustment of taxable income by the tax authorities.

Is there a risk of transactions being re-characterized e.g. as a fee
for intermediary services?

Existence of a TP/benchmarking analysis may be sufficient even
though company does not align with the organizational and
economic substance elements of the Circular?

© 2017 PISC Deloitte and Touche USC

LIpKynsap 0 BHYTPUrpynrnoBoMm
(dnHaHCMpoBaHUM

[Mocnencreusa HecobnwaeHnsa TpeboBaHUN
Linpkyndapa

«  ABCONOTHOM ACHOCTM HET, OAHAKO NOTEHLMAIbHO BO3MOXHbI cneaywoume
nocneacTeusN:

>

obMeH nHdpopmaymen o ToM, YTO KOMMAHUSA HE COOTBETCTBYET
TpeboBaHuaM Linpkynsipa B OTHOLWEHUN OPraHn3aLMoHHOIO 1
3KOHOMMWYECKOro NMpUCYTCTBUA?

NPMMEHeHne KoHuenuun pakTnyeckoro nosyydartens 40Xo040B U
Tpe6OBaHMl71 06 YAEP>XXAaHUWM Hanlora B CTpaHe NCTOYHUKa A0X0Aa,

AOoHauyncneHme Hanoroobnaraemoro 4oxoaa HasoroBbIMK OopraHamu,

CYLLLECTBYET /I PUCK NepekBanudukaumm caenok, HanpuMep, ans
Lenen ynnaTtbl BO3HarpaXkaeHus 3a nocpeaHndeckme ycnyrm?

ABNAETCS NV Hannume aHanmsa TLO/cpaBHUTENBHOMO
NCCNeaoBaHUA [0CTaTOYHbIM, AAXE eC/IM KOMMaHusA He
COOTBETCTBYeT TpeboBaHUAM Limpkynsipa B OTHOLLIEHUU
OpraHM3auUMoOHHOIro U 3KOHOMUYECKOIro NPUCYTCTBUS?

14



Takeaways BbiBOAbI
Key points KniouyeBble acneKThl

* Analyze impact and choose approach + lpoBecTn aHann3 BO34eNCTBUA U BblbpaTb NPUMEHUMbIA NOAXOA,;

[O]

o Simplified measures O YMPOLLEHHbIN PEXUM;

o Full TP analysis o MNONIHOUEHHbIN aHann3 TLUO;

+ Be aware that approach chosen may affect risks in other
jurisdictions

« [lpu BbIBOpPE NOAXOAA YUUTbIBATb BO3MOXHbIE PUCKU B APYTUX
IOPUCANKLMSX.

* [lpuBnekaTb cneunasancToB A8 COCTaBflIeHUS aHanmsa um

Engage experts to prepare TP Analysis and Documentation, as
gag P Prep Y AoKyMeHTauumu no TUO.

appropriate

* OueHnTb Heobxo0aNMMOCTb O6HOBNEHNS KOHTPAKTOB O

« Consider whether to update intercompany loans agreements !
BHYTPUIpynroBbIX 3aMMax.

000
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Services
What can Deloitte offer?

« Assistance with:
— TP analysis including functional and risk analyses
—  benchmarking

— TP documentation

© 2017 PISC Deloitte and Touche USC

Ycnyru
YeM Mbl MOXXEeM NMoMoYb?

¢ Mbl MOXEM OKa3aTb COAENCTBUE B:
— noarotoBke aHanusa TUO;
—  NpoBeAeHUn CPaBHUTENbHOIO NCCea0BaHNS;

—  cocTaBfneHun gokyMmeHTauum no TLO.
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AnekcaHap Amnonbckuin / Oleksandr Yampolskyi
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[loaroToBKa
AOKYMEeHTauum no

T

Preparation of TP
documentation



CoaepxaHue aHanmsa no TU

OnuncaHue pacyeTa YpoBHS Heobxoammoro cob6CTBEHHOro KanuTana

OnuncaHue rpynnbl, pbIHOYHbIX YCﬂOBMVI M MeXxaHu3Ma Cco3gaHus
CTOMMOCTUN Ha OCHOBE CDYHKLI,VIOHaJ'IbHO-pMCKOBOFO aHaJln3a

OnucaHune ycnosmm KOHTPOSIMPYyEMON onepaumm

CTpaTeFVIFI MOUCKa COMOCTaBUMbIX onepau,mﬁ

Cnuncok gorosopos no TLl, 3akNto4YeHHbIX C APYrMMKU CTpaHaMm

=l

Cnuncok 4oroBopoB, 3aK/KOYEHHbIX C aHanM3nMpyemMon KoOMnaHuemn

QO0®IO0DO

MporHo3 oTtyeTa 0 PUHAHCOBbLIX pe3y/ibTaTaX 3a OTYETHbIN rog

© 2017 PISC Deloitte and Touche USC

The TP analysis should include

Description of the computation of equity allocation required to assume the
risks

Description of the group, market conditions and value creation, based on
functional-risk analysis

A full description of terms of the controlled transactions.
Search strategy of comparable transactions

A list of all previous agreements on TP concluded with other countries

A list of all the previous agreements concluded with the entity/ies under
analysis

A projection of the income statements for the year covered by the request

QO0HOODO
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PacueT ypoBHS He06X0AMMOIro
cobCTBEHHOro Kanutana

ConoctaBuMbl N1 PyHKUNMU
KMANPCKOW KOMMNAHUN C
KOMMaHUsAMU, AesATeNIbHOCTb
KOTOpPbIX perynnpyeTcsi COriacHo

4 )

\ PernamenTty EC?

/ﬂa
YpoBeHb Cco6CTBEHHOrO
KannTtana AO0J1>KEH
COOTBETCTBOBATb

KpUTEpUsaM, yCTaHOBJIEHHbIM
B PernamenTe

N\ J

© 2017 PISC Deloitte and Touche USC

J
Het

T~

Mcnonb3oBaTb UHbie METOAbI
Mpu OUEHKE YPOBHS
cobcTBEHHOro Kanutana,
HeobxoamMmoro ans
NPUHATUS PUCKOB

N\ J

Computation of equity required

4 )

Does Cyprus company perform
functions comparable to the
functions of the companies, which

fall under the Regulation of EU?
Yes

/

-

~

Equity level of Cyprus
company should comply

with criteria specified by the

\

Regulation

J

J
No
\

-

\

Refer to other methods in
order to access the equity
level required to assume
the risks

~

J




Bo3MOXHble noaxoabl K aHan3y
(pMHaAHCOBbLIX onepaunn

Moaxon K
aHanM3y no
AHanus
AHanus
MPOLEHTHbIX
MapXxu
CTaBOK
MHOoCTpaHHas
KOMMNaHu4
=P _—7,00%

=) 0,25%
<I/‘ °
= ~~7,25%
YKpauHckas
KOMMNaHus
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Possible approaches to TP analysis of debt
transactions

Approach to
TP analysis

Analysis of Margin
interest rates analysis

Foreign company

Cyprus company

Ukrainian company
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CpaBHMTeﬂbeIVI dHaJIn3 Npun noaxoae Ha
OCHOBAHWUWN aHaAJ/IN3a MPOLEHTHbLIX CTAaBOK

AHann3
NMPOLEHTHbIX

CTaBOK

PelTuHr

[aTta Mpoune
BblAauu yCnoBus

CpaBHUTENbHbIA aHaNu3

Bantota

©
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Comparability analysis for interest rates
analysis approach

Other
factors

Maturity Collateral
date

Currency
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CpaBHUTENbHbIN aHaNM3 Npun noaxoae Ha Comparability analysis for margin analysis
OCHOBAHWUWM aHasiM3a Mapxu approach

AHanus
MapXxu

Komuccus

CpaBHUTENbHbIA aHaNu3 Comparability analysis

Industry

OTpacnb

AHanu3 Mapxwu 6asmpyeTtcs Ha MHpopMaunm o Analysis is based on information about bank fees for
BO3HarpaxaeHumn 6aHKoB 3a aAMUHUCTPaTUBHOE administration of loan
COMpOBOXAEHME KPeAUTHbIX onepaumi
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Cnepywowme waru Next steps

Does the company fall under the provisions
of the Circular?

MoxeT N1 6bITb MPUMEHEH

- Can the simplification measures
YNpPOLWEHHbIN peXum?

be applied and what are the
potential tax consequences of
their application?

MonagaeTt nn KOMNaHua noa Aencreme
nonoxeHun Unpkynsapa?

Kak paccuunTbiBaTb YPOBEHb
HeobxoAMMOro cobCTBEHHOIo
Kanutana?

How the equity allocation should
be calculated?

oo
oo

What approach should be selected to calculate
the arm’s length prices?

Kakoi noaxoa K pacyeTy pbIHOUYHbIX LEH crieayeT @
BbibpaTb?

© 2017 PISC Deloitte and Touche USC
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Deloitte.

Beneficial owner of
iIncome

daKTN4YeckKmnm
nosnyyartesnb
noxoaa

Hatanbs PyaeHko / Natalia Rudenko
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daKTUYecKkuun nonyyartesnb Beneficial owner of income
aoxona

Jinyo, npusHaBaeMoe paKTUUECKMM noJsiyyartenem goxoaa A person

CaMocToATEeNIbHOE UCMNO/1b30BaHUNE U/ Nnmn

Entitled to use and/or dispose of income
pacropsiXeHne A0X0A0M

received

JInuo, B UHTepecax KOTOPOro MHoe nuuo
pacrnopsaxaeTcsa A0XO0A0M.

YUnTbIBAOTCS BbINOAHSAEMbIE TAKUM NINLOM (PYHKLMK
U NPpUHUMaEMbIE UM PUCKU

A person, in whose favor the income is disposed
of by another person.

The functions performed and the risks borne
shall be taken into account

Jinuo, He Nnpu3HaBaeMoe

(baKTMUECKUM NoNyHaTENeM AoXoaa A person without beneficial ownership rights

Limited disposal powers with respect to income

OrpaHMYyeHHbIEe NOSIHOMOYMSA B NMpaBe .
received

pPacnopsiXXeHns A0X0A0M

Performs intermediary (conduit) functions

OcyLliecTBneHune nocpegHnyecknx dyHKUMn B towards another person and neither performs

MHTepecax MHOro NMua, He BbIMoNHSAKLWee any other functions nor bears any risks
WMHbIX PYHKUMIM 1 HE NpUHMMatoLee Ha cebs
PUCKOB Pays income, in full or in part, in favor of

another person that would not be otherwise
BbinsiaTta NONHOCTBIO UM YaCcTUYHO A0X04A B entitled to apply the double tax treaty

nosib3y MHOrro anua, He NMeKLWero npasa Ha provisions.
npuMmeHeHmne norot no KoHseHumm o6

YCTPaHEHUN ABOWMHOIr0 HanoroobnoxeHmns npum

NnpsiMOM NOAy4YeHUN
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daKTnyeckn nosiyyaTtesnb 4oxoaa

BO3MOXHbIA MUHUMANIbHbIN YPOBEHb
NPpUCYTCTBUA A1 PUHAHCOBOW KOMMNAHUN

CoBeT AnpeKkTopoB Ha Kunpe ¢ BbICOKOKBaANM@MULMPOBAHHbLIMU
y4YyacTHMKaMn (HanpmMmep, €O 3Ha4YMTEesIbHbIM OMNbITOM pPaboThl B
01 «pesutHO-PUHAHCOBON chepe u/vUnm PPUANHECKUM),
NoONy4YarLWMMN PbIHOYHOE BO3HArpaxaeHue n He 3aHMMatoWwmMmm
aHaNorn4yHble AOMKHOCTM B APYrMX KOMMNAHUSX rPyrnmnbl

Hannune meHeaxepoB Ha Kunpe, MMeLWnX onbIT B KpeaUTOBaHUM
02 TPETbUX UL (A0/KHBI MOYYaTb PbIHOYHOE BO3HArpaxXaeHue u
MCNONHATL CBOM 06513aHHOCTU Ha Kunpe).

03 Hanuume Ha Kunpe o6opyaoBaHHOro odpuca.

04 HeceHne peasibHbIX OnepaumnMoHHbIX pacxo4oB 3a cyeT
MOoNy4YEHHbLIX AOX0A0B

reHepupytoLme AoNONHUTENbHbIN (kenaTenbHo,
Hanoroobnaraembiin) Aoxoa.

06 JocTaTo4yHbin 06beM co6CTBEHHOrO KanuTana Ans MPUHATUA Ha
cebs PUCKOB, B TOM 4YuUC/i€ KPEAUTHDbIX.

05 PEMHBECTMDOBaHMe nosy4eEHHOro Aoxoaa B MCTOYHUKMHU,

KOMMNMaHn n npouecc NnpunHATUA peUJeHMVI, B TOM 4ncCine B

07 AHokyMeHTO060pOT Ha Knnpe, NoATBEPXKAAOWMNA AeATENBHOCTb
OTHOLLUEHUN aKTUBOB U PUCKOB.

Beneficial owner of income

Possible minimum substance for a finance
company

Board of Directors in Cyprus including highly qualified members
(e.g. with significant experience in finance and\or law) who
receive remuneration from the company at the market level and
do not act in similar roles in other companies of the group

Managers in Cyprus with experience in granting loans to third
parties (they should receive remuneration at the market level 02
and perform their functions in Cyprus).

Equipped office in Cyprus. 03
Real operational expenses, paid from the income received. 04

Reinvesting income received into sources generating additional
(preferably taxable) income. 05

Own capital sufficient to undertake risks, including credit risks Q6

Documentation and paper work in Cyprus sufficient to

demonstrate the proper performance of the company and its 07
process decision-making process, including the decisions with
respect to the assets and risks.

Bo3mMoxxHble MUHMMAa/IbHbIE TPEOOBAaHUS K YPOBHIO NpnCyTCTBNS AJ14 [TOATBEPKAEHNA Possible minimum substance requirements to support the beneficial owner status are
akTndeckoro npasa Ha A0X0A B HEKOTOPOK CTEreHN COrnocTaBuMbl ¢ TPEGOBaHNSMU similar to some extent to the requirements stipulated in the Circular, but in practice
HOBOIro KMripckoro LIMpKyﬂFIpa, O/AHAaKO Ha rNpakKTnuKe X BbINNOJIHEHUE MOXXET 6bITh meeting those requ/'rements may be more difficult.

CJ/IO)KHeEeE.

© 2017 PISC Deloitte and Touche USC
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daKkTuyeckumn nonyyartenb 4oxona Beneficial owner of income
BivaHue HoBoro Lnpkynsapa Impact of the new Circular

S

Conducting the functional and risk
analysis may under certain
circumstances positively impact the
beneficial owner status of the company

B onpeaeneHHbIX ciy4vasx nposeaeHune
(dYHKLNOHAIbHO-PUCKOBOIr0 aHann3a
KOMMaHMN MOXET OKa3aTb MOSIOXUTENbHOE
BNIMSIHME Ha NpPU3HAHME KOMMNaHun
dakTnyeckmm nonyyatenem Aoxona

TP

Functional & risk analysis

A\
Simplification regime
Intermediary company

Acting as pure intermediary
financing company borrowing
and on-lending significantly
weakens the beneficial
ownership position

TLO
®yHKLNOHaNbHO-PUCKOBLIN aHann3

YNpoOLwEeHHbIN peXxxum
MpomexyTo4yHasi KoMMaHus

S

OcyuwectBneHne GyHKLUMIN
MPoOMeXyTOYHON (PMHAHCOBOW
KOMMNaHWM, nony4atouen mn
BblAaloLWeN 3anMbl
B3aMM03aBUCMMbIM KOMMNAHUAM
CYWEeCTBEHHO yBennymBaeT
PUCK NMPU3HAHNSA OTCYTCTBUS
dakTMyeckoro npaBa Ha A0X0A4
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dakTnyecknn nonyyartesnb Aoxoaa Beneficial owner of income

«TpaH3uUTHbIE» 3aUMbl VS. BblyeT no Back-to-back loans vs. Notional Interest
ycnoBHoMmy npoueHTy (NID) Deduction (NID)

«TpaH3uUTHbIE» 3alMbl/ BblueT no ycnoBHOMY npoueHTy/ Notional
Back-to-back loans Interest Deduction
) e \
NHKo/ NuKo/
Foreign company Foreign company
3aem/Loan g \ /
Bknag B kanuTtan/
2 \ 4 Capital contribution
[ KunpKo/ f KunpKo/ )
CypCo
yp ) CypCo
3aem/Loan \ J
N 3aem/Loan
YkpKo/ - \
YkpKo/
[ UkrCo J UkrCo
. J

lpy NpoyYmnx paBHbIX yCIIOBUSIX TPUMEHEHME BbIYETA 10 YC/IOBHOMY MPOLEHTY MOXET ObITb MEHEE PUCKOBAHHbIM PELUEHUEM C TOYKMN 3PEHUST KOHUENMUMU
dakTnyeckoro rosiydatesis 4oxoaa, YHeM UCrosib30BaHNE TPaH3UTHbIX 3arMOB. [lpyn 3TOM CiegyeT yYUTbIBaTb, YTO B TAKOM C/lydae rnepBoHayasibHbIM
UCTOYHUKOM (PMHAHCUPOBAHNS KUTTPCKOM KOMIMaHUW AOJIXKEH ObITb aKLUMOHEPHbIN Kanntasl

With all else being equal, the use of NID, rather than of back-to-back loans, may bear less risks from the beneficial ownership concept standpoint.
However, with NID, the initial source of funding is always capital
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