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IFSC, Dublin 1

Re: Inconsistent Global T_ Treatment of Irish Unde_akings for
,Collective investment in Transferable Securities

Dear Mr. IPalmer::

Further t,o our meeting witlh you on Friday, January 2:7, 2006,. and our leEeB dated June,

4, 200.4 and June 28, 200,5, to the Irish Revenue Commissioners ("IRC")on which you

were copied, we are writing on behalf of the, Association of Glob,al Custodians

("Associiation") to exFress views, regardling the current global tax treatment of irish

Undertakings fo, r Collective Investments in Transferable Securities ("UCiTs").

Introduction

Tlhe Association is an informal group of ten global custodian banks with affiliates and
branches in numerous countries that: provide global custody services to cross-border

institutional investors.. Members of the Association provide custody services to irish

UCIITs in jurisdictions around the world.. As discussed in the January 27 meeting and
our letters to the IRC, the eligibility for treaty benefits for these entities in local markets
is inoonsistent and needs to be addressed.

Data Gathered

!Durin,g our meeting on January 27, 2006, we agreed that in order to move, fo_ard, it
would be very useful if members of the Associatiion could provide the Dublin Funds

Industry Association ("DFIA") with ceRain data regarding the treaty benefits applicable
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to U,CITsiin various markets. Attached you wiill find data collectedl from Association

members regarding markets of investment in which relief at source or relief via reclaim
have been offered to irish funds.

in addition, we have also provided comparative information relating to Luxembourg

funds, given the simiilarity in the fund regime there and the fact that the Luxembourg Tax
Autlhorities have been proactively defining trea_ eligibilities of these funds eiither viia

foreign tax authority rulings requested by the Luxembourgt Funds Administration or by
exclusiion Articles c ontaiined iin the relevant double taxation avoidance treaty. 1

Data Results

The results of our survey demonstrate that irish funds are experiencing! unclear tax

treatment on, tlheir globall investments, as uncertainties iin treaty eligibility force custodian

banks to adopt different tax relief policies, in addition, the reactions of foreign
authorities to applllications for relief have also been inconsistent over tiime. This puts the

Irish funds industry at a competitiive disadvantage and hinders the marketing of such

funds from a pricing perspective, as investors cannot be certain of the tax impact of

these investments prior to iinvesting.

While some Association members are concerned that the arbitra_ filing of tax recilaims

could be considered as "bad tax practice," custodians generally are coming under

increasing pressure to make such filings in the absence of a clear policy. This is in part:

supported by foreign tax authorities choosing, from time to time, to honor such

reclaiims.

Co, ncJusi,on

We beliieve a consistent approac:h needs to be adopted to ensure that: Irish UCITs are

not foregoing treaty benefits to whiich they are entitled, part:ic:ulady with respect to VCCs

The guidance iissued by the Luxembourg Tax Auth_ority indicates that a

Luxembourg fonds commun de placement, which is a transpiarent entit:y, is not entitled

to treaty benefits, whereas a soci6t:6 d" investissement _ capiital variable, which is a
limited liiability company, can benefit from treaties in certain markets. The Luxembourg

Tax Authorities have issued guidance in this regard. See

http ://,_rww. impotsdirects, pu bl ic. lu/dossiers/conventions/opc/sicav/i nd ex. htm).
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as they are an established corporate form, exempt from tax. Having a clear cut and

predictabile policy in place will allow the Ilrish fund industry to retain a competitive stance

within the industry at I!arge.

The Association would appreciate t:he DFIA's support iin this matter and looks forward to

working together in urging the IRC to work with foreign tax authorities in developing a

clear policy for Irisih UCITs. Specifiic wording with regard to the inclusion or exclusion of
these entities is necessary, as the current: underlined treatment compromises the aim of

Ireland's expansive double taxation treaty network (Le., relief from dou_ble taxation).

We would be happy to discuss our position with you in more detail, and wii contact you

shortly to arrange .a conversation.

Sincerely,

Margaret R. Bllake
Counsel to the Association

Attaclhment- Chart llustrating Information Gathered Regarding UCIT Tax Treatment,
as of March 2006.

WASDMS-#7282192-vl



Association of Global Custodians - information Gathered Regarding UCIT Tax Treatment, as of March 2006

Australia 3 2 I 4
Austria 2 3 2 3

,i inllln

$iCAV/SiCAF I FCP I
Relief At Relief At
Source Reclaim None Source Reclaim None

Y Y
Y Y

1 - Domestic

relief on corp Domestic Domestic

int only; 1 2 - Dividends relief on corp relief on corp
Belgium RAS only; 2 2 3 int only int only

Canada 1 4 1 4 Y Y
Croatia 1 3 1 3 Y Y

Czech Republic 2 3 2 3 Y Y
Denmark 2 3 2 3 Y Y
Estonia 2 3 2 3 Y Y
Finland 2 3 1 4 Y Y
France 1 4 1 4 Y Y

Germany 3 2 1 4 Y Y
Greece 4 4 Y Y

Hungary 1 3 1 3 Y Y
Iceland 1 3 1 3 Y Y

1 - Domestic

relief on Domestic Domestic
interest only; relief on relief on

Italy 4 1 3 RAS 1 interest only interest only

Japan

1 - Domestic 1- Domestic

relief on Gov relief on Gov Domestic Domestic

int only; 2 - int only; 2 - relief on Gov relief on Gov

RAS 2 RAS 2 int only lnt only

Korea (R.O.K) 4 1 3 2 Y Y
Luxembourg 3 2 2 3 Y Y
Netherlands 1 3 1 2 3 Y Y

(Information reflects data collected from five Association members -- numbers represent those responding custodians that provide relief at
source, tax reclaims or neither for the instrument noted)



Association of Global Custodians- Information Gathered Regarding UCiT Tax Treatment, as of March 2006

Source Reclaim None Source Reclaim None

New Zealand

1 - Domestic t - Domestic
relief on relief on Domestic Domestic

interestonly; interest only; relief on relief on
2 -RAS 2 2 - RAS 2 interest only interestonly

Norway

Pakistan

Poland

Portugal

Spain
Sweden

Switzedand

2 3 1 4 Y

1 - Govtint
only; 1 - RAS 2 1 3

2 3 2 3
1 - uomestlc
relief on Gov
int; 1 - RAS 1 2 2 3

¥

uomestlC
relief on Gov Divand corp

int int

t - Domestic 1. Domestic
relief on relief on Domestic Domestic

interest only; interest only; relief on relief on Govt
3 - RAS 1 3 - RAS 1 interestonly interest only

! 4 i 4 Y

1 4 1 4 Y

1 - Domestic t- Domestic
relief on relief on Domestic Domestic

interest only; interest only; relief on relief on
USA 2 - RAS 1 2 - RAS 1 interestonly interestonly

Y

Y

Y

Y

Y

Y

(information reflects data collected from five Association members .. numbers represent those responding custodians that provide relief at

source, tax reclaims or neither for the instrument noted)


