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To All States Members 15 November 2007

Qur ref: TLES/CFSD/IC

Dear States Member

You will recall that following a question from Deputy Baudains at the last States sitting |
promised to issue a letter regarding the zero/ 10 proposals, comparing the acceptability
of Jersey's Deemed Distribution Proposals (DDP) with the Isle of Man’s Distributable
Profits Charge (DPC). Please find below the details describing in order the Isle of Man's
DPC followed by the Jersey's DDP.

Isle of Man DPC

1. The critical point at issue with the DPC - as regards EU Code Compliance - was that
of the DPC being paid_by the companies on behalf of their Manx resident
shareholders.

2. In the explanatory booklet issued by the Isle of Man Income Tax Office in 2006,
under ‘Scope of Charge’, it read...... '...DPC applies to all corporate taxpayers and
for the purposes of the DPC, a corporate taxpayer will be classified as either a
distributing company or a non distributing company...". It continues...." The DPC is
only applicable to non distributing companies, which will be required to account for
the charge only in respect of the amount of total distributable profits attributable to

members resident in the Isle of Man'.

3. In other words, it is undeniable that the DPC was a charge to tax on companies.

4. In the words of the Isle of Man Tax Office when announcing the DPC had been
withdrawn ..."....We understand that as the DPC is paid by companies on behalf of
their Manx resident shareholders, it is viewed by the EU Code Group as
differentiating between resident and non resident owned companies and therefore
‘ring fencing’ the latter group from parts of the tax system. Ring fencing is

considered harmful in the context of the Code of Conduct...".

5. We in Jersey have always thought that the DPC was almost certainly non-Code
Compliant. We have never thought of going down that path. Events have proved that
we were correct in our judgement.

6. The new regime that replaces the DPC will introduce a charging provision that will, in
certain circumstances, attribute the profit of a company to its Isle of Man resident
owners. This attributed profit will be taxed as the income of the owners. The working
title for this new system is the Attribution Regime for Individuals (ARI). The ARI will









