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Introduction
Welcome to our July edition of Keeping up with
Alternative Investment Funds. As was at the time of our
previous edition, we continue to see the lifting of certain
lockdown measures by Government, and the economy
and wider environment begins to head towards some
form of normality, we continue to live in unpredictable
and challenging times. We hope you and your families
continue to remain safe and well.
As various new measures are being announced by
government in response to the pandemic, our COVID19 website will be updated regularly with the latest
guidance, updates, and details of how we can offer help
and support to businesses, from crisis scenario
planning, to cashflow management and cyber security.
On tax matters, the chancellor delivered a “Summer
Economic Statement” on behalf of the Government on 8
July 2020, which provided some key announcements for
employers and employees. See the News Bulletin on
page 2 for more detail.

We hosted our latest virtual client roundtable on 1 July,
where we covered the following areas:

Our July newsletter covers a wide variety of topics
including corporate governance and broader workforce
issues in light of COVID-19, as well as a refresher on
where things stand on Brexit. Also, similar to our May
edition, we have another overseas deep dive into areas
that are topical in the US.
See the full list of articles in this newsletter below:
•
•
•
•
•

•

VAT – focus on savings and efficiencies
The benefit of real-time R&D claims
EU Mandatory Disclosure Rules/ DAC6 – UK
reporting dates deferred for six months, but the time
to act should still be now
UK & EU – No deal preparedness rising back up the
agenda
Senior Accounting Officer and Tax Strategy:
ensuring ongoing compliance for alternatives
Overseas Deep Dive – USA

Please do continue to reach out to your usual PwC
contacts if you would like to discuss any of the above,
and please do share your feedback with us if there is a
particular topic or issue you would like us to cover.
Kind regards,

1.
2.
3.

Transaction workflow and operating model review;
NewLaw - Using advancements in technology to
optimise your legal function;
Operate - How technology can enhance the way
you operate

PwC Alternative Investment Funds team

Our next roundtable event for clients will be held in
September; this will focus on the current tax landscape
and what's on the horizon and we very much hope you
are able to join us then.

Looking ahead, we are still keen to hear feedback from
clients on the virtual client roundtables held to date
regarding frequency (bi-monthly vs monthly), content,
format and any suggested topics to be covered at future
events. Please contact richard.madden@pwc.com or
Robert.mellor@pwc.com if you have any feedback or
suggestions.

Marc Susgaard-Vigon
Partner

Robert Mellor
Partner

M: +44 (0) 7795 222478
E: marc.susgaard-vigon@pwc.com

M: +44 (0) 7734 607485
E: robert.mellor@pwc.com
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News Bulletin
Proposed German Financial Transaction Tax

are deemed to be at risk of long term unemployment.

Initial information has been released on what a German
Financial Transaction Tax could look like. It is expected to
differ in multiple ways from the existing regimes of France
and Italy. Subject to various political approvals the new
regime could be effective from 2021.

Traineeships

The tax rate would be a 0.2 percent tax on the purchases of
shares in companies with a market capitalisation in excess
of EUR 1bn, with initial share offerings excluded from the
tax.
UK – Mini Budget
The chancellor delivered a “Summer Economic Statement”
on behalf of the Government on 8 July 2020. As expected
this was not a full Budget statement but it did instead set
out a broad roadmap. This meant there were a number of
key announcement for employers and employees,
including:
Coronavirus Job Retention Scheme (CJRS)
The Chancellor reiterated previous announcements that the
CJRS will close at the end of October 2020. However, in
an announcement that will be welcomed by both employers
and employees, he also announced that the Government is
to make a new Job Retention Bonus (JRB) available. The
one-off JRB of £1,000 will start to be paid from February
2021 to employers for each previously furloughed
employee who remains continuously employed to 31
January 2021.
Kickstart Scheme
The Government is to launch a new Kickstart Scheme (KS)
to provide more jobs for young people. The KS will
subsidise six month work placements and is aimed at those
young people aged 16-24 who are on Universal Credit and

The Government has stated that it will provide an additional
£111 million this year to triple the take up of traineeships in
England, in order to fund work placements and training for
16-24 year olds. The Government will fund employers who
provide trainees with work experience, at a rate of £1,000
per trainee.
Apprenticeships
The Government will introduce a new payment of £2,000 to
employers in England for each new apprentice they hire
aged under 25, and a £1,500 payment for each new
apprentice they hire aged 25 and over, from 1 August 2020
to 31 January 2021.
Next steps

While we are waiting for more information from the
Government, later this month, on the details behind each of
these initiatives, we are encouraging employers to have
health checks now in respect of the claims they made
under CJRS1 and before they start to claim under CJRS2.
Cayman Islands Investment Funds Private Funds Law,
2020 and Mutual Funds (Amendment) Law, 2020
On February 7, 2020 the Cayman Islands enacted new and
revised legislation for collective investment vehicles. This
legislation includes revisions made to Cayman's existing
Mutual Funds Law (“MFL”) for open ended funds and the
passage of a new Private Funds Law (“PFL”) for closed
ended funds (together, the “Laws”). All entities that fall
within the scope of the Laws will need to register with the
Cayman Islands Monetary Authority (“CIMA”) by 7 August
2020. More information can be found here.

Marc Susgaard-Vigon
Partner

Robert Mellor
Partner

M: +44 (0) 7795 222478
E: marc.susgaard-vigon@pwc.com

M: +44 (0) 7734 607485
E: robert.mellor@pwc.com
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VAT – focus on savings and efficiencies

The current economic downturn resulting from the
Covid-19 pandemic has led many Alternative Fund
Managers (“AFM’s”) to look at cash-flow, and the
management of costs, with a view to identifying areas in
which savings can be made. VAT is often a real, and
potentially significant, cost to AFM’s and therefore
careful management of this tax can lead to savings and
efficiencies, not necessarily just for the immediate to
short term, but in ways that have a lasting impact.
In this article we seek to explore some areas where
AFMs can potentially manage their VAT throughput and
generate cost savings. The areas highlighted are based
on our practical experiences with clients and, although
not exhaustive, may be of broader relevance to other
AFM’s. We do note that the specific cash saving
opportunities for AFMs will very much depend upon their
facts and circumstances, and current VAT profile.

The basics

purposes and, therefore, suffer a restriction to the VAT
incurred by them. The calculation of the amount of
recoverable VAT for any such partially exempt business
can be an area in which VAT savings can be made, as
often inefficiencies exist. Some questions for reflection
here include:
1) Does the business directly attribute costs and the
related VAT to the greatest extent possible?
2) Does the business use the partial exemption standard
method to calculate the amounts of its recoverable VAT,
and has it analysed if a partial exemption special method
(“PESM”) could potentially achieve a more efficient and
supportable outcome?
3) If the business does operate a PESM, does the
accounting system allocate costs appropriately to each
of the PESM sectors, or could there be improvements
available to perform this more accurately, and potentially
result in VAT savings?

In any discussion about VAT efficiencies its worth
revisiting the basics of VAT accounting in order to
ensure that there are good VAT ‘housekeeping’
practices being maintained as it is often the case that
some easy wins can be secured if this is not the case. A
few simple examples include:

4) Does the PESM still reflect the current business
operations and the allocation of costs and associated
VAT, or would an updated PESM be desirable to capture
this more accurately and potentially secure a better VAT
result?

1) Does the business possess a valid VAT invoice for all
of the costs incurred by the business, and if so, are
those VAT invoices processed swiftly and appropriately
to enable VAT recovery at the earliest possible time?

Once again, the questions touched on here are not
exhaustive. Rather, they are indicative of the type of
questions that a business should periodically consider,
noting that each AFM will have its own VAT partial
exemption profile and accounting procedures.

2) Does the business recover VAT on all costs incurred,
including employee expenses?
3) Does the business ‘manufacture’ VAT costs on intergroup transactions and could this be addressed by
considering a different approach, such as VAT
Grouping?
Whilst the foregone are just examples, they do serve to
illustrate that its worth any business reassessing its VAT
accounting practices, as readily identifiable VAT savings
are often present.
As an initial step, we would suggest businesses identify
the areas in which they incur material amounts of
irrecoverable VAT and ensure that they understand the
basis of this, to assess whether this is reasonable or if
there may be scope to make improvements.

Partial exemption
Many AFM’s are partially exempt businesses for VAT
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VAT – focus on savings and efficiencies cont.

Transfer pricing
The VAT impact of inter-company transactions for
transfer pricing (“TP”) purposes has become more
relevant for AFM’s that operate on a cross-border basis,
particularly as the value of such TP related transactions
can be significant both in absolute terms as well as in
the context of the VAT return values. TP methodologies
can often be quite complex and can also generate
sizeable VAT costs. For this reason, it is worth
reassessing inter-company TP transactions to
understand if any corresponding VAT is being correctly
accounted for.
There can be a distinction between an allocation of
costs/revenue/profits for transfer pricing purposes, and
the value of any corresponding supply for VAT
purposes, or indeed, if such allocations represent any
underlying supply for VAT purposes. As such, it is
essential to understand both the basis and method of
calculation for the relevant TP charge or allocation, as
only by knowing this level of detail will the appropriate
VAT accounting position be properly assessed. By way
of example, we have recently encountered TP related
VAT issues in areas such as pooling of global resources
and where split profit/revenue methodologies seek to
address several activities or inter-company transactions.
Only by unpicking the arrangements, and considering
the finer underlying detail, could we assist in clarifying
the appropriate VAT treatment.

reverse charge procedure. Hence, no associated VAT
cost arises.
Even where such TP transactions are subject to VAT, it
is also worth exploring if the related VAT can be direct
attributable to an onward taxable supply by the business,
as this would in principle lead to no VAT cost arising. In
addition, it is also worth assessing if the ‘outgoing’ TP
charges (e.g. the relevant UK entity charges made by it
to related parties outside the UK) could potentially assist
in securing to a greater recovery of VAT in the
corresponding pro-rata calculation.
Within this article we can only seek to briefly explore a
few select areas to generate potential VAT savings
which we commonly find relevant to our AFM clients,
and we appreciate each business will have different
needs.

Where TP charges are made on an international basis
(e.g. the relevant UK entity receives a charge from a
related party outside the UK), it is also important to
assess the VAT liability of such flows, particularly as
there can often be a working assumption that such TP
charges are subject to VAT. This however may not
always be correct, as a UK VAT exemption could
potentially apply. If a VAT exemption does apply, no
VAT would need to be accounted for by way of the
Next steps for alternative investment funds
VAT is often a real cost to alternative investment funds
and therefore its detailed application can lead to
immediate and longer term cost savings and efficiencies.
In the context of the COVID-19 related downturn,
Daniel Evans

alternatives should assess (or reassess) their VAT
position to identify where savings can be made

Director

Neil Chalmers
Senior Manager

M: +44 (0) 7595 611440
E: daniel.evans@pwc.com

M: +44 (0) 7841 466758
E: neil.chalmers@pwc.com

PwC I Keeping up with Alternative Investment Funds

4

Introduction
Introduction

Italy
UK –– No
Theaccess
tocorporate
domestic
News
Bulletintax
exemptions
governancefor
and
transparent
funds
tax
documentation
challenges of
COVID-19

Lux- –Hybrids
Potential
UK
and
non-deductibility
other
VAT
–mismatches
focus on
for EU black-list
consultation
savings
and paper
countries
efficiencies

UK-–Finance
MTD Bill
UK
deferred
and
and
HMRC
The
benefit
of
support for
VAT
technical
real-time
R&D
under COVID-19
notes/consultation
claims
papers

UK- –
HMRC and
UK
HMRC’s
OECD
guidance
EU
Mandatory
post-Brexit
plans
onnon-UK
PE andfunds
Disclosure
for
residence
Rules/
DAC6 –
(COVID-19)
UK
reporting
dates deferred
for six months,
but the time to
act should still
be now

European
Sweden
–
UK
& EU –Court
no
Investor
Supreme
deal
reportingon
Decision
preparedness
challenges tax on
withholding
rising
up
underback
COVID-19
dividends
suffered
thenon-UCITS
agenda
by
funds

Global
–
Irish update
Senior
Automatic
Accounting
exchange of
Officer
and Tax
Information
Strategy:
reporting update in
ensuring
light of COVID-19
ongoing
compliance for
alternatives

EU
Contacts
and UK – A
round
of VAT
Deep Dive
–
updates
USA

Contacts
Contacts

The benefit of real-time R&D claims

The use and development of innovative technology in
the alternatives sector is key - particularly when looking
at the opportunities offered by Blockchain, Big Data and
AI to automate processes, provide more transparency
and ultimately, access to a broader base of clients. And
with any new or continuing technology investment, it is
important firms consider R&D credits which provide a
13% credit and 10.5% cash benefit (after tax) regardless of a company’s tax position. Whilst R&D
claims are only available to Corporate entities, it is
possible for groups with LLP structures to make claims
depending on the structure and circumstances - for
example where there is a corporate member of the LLP
or staff are employed by a corporate entity and are
undertaking R&D activities for the benefit of the
employing entity’s trade.
At a time when large technology investments are under
increasing scrutiny to ensure value is delivered, it is
increasingly important that companies look to optimise
their R&D credit claims - which can be accounted for
‘above the line’ and therefore directly offset the cost of
investment.
From our experience of supporting some of the largest
Financial Services businesses, the best way to make
sure claims are optimised is to implement a method that
allows ‘real-time’ or ‘in-year’ identification of R&D
activities and costs. Not only does a real-time method
make it easier for technical teams to identify the R&D
activities and provide the necessary details to support
the claims, but real-time claims are more robust to
HMRC scrutiny. In addition, by identifying the R&D
activities and costs in-year, it is possible for companies
to have a reasonable estimate of the claim value by the
year end and therefore book the R&D credit in their
accounts.

We understand that many businesses in the past have
looked at making claims on a historical basis (to align
with the tax return filings), however, given the potential
initiation or restart of large scale technology investment
programmes, such as Digitalisation, integration of
Artificial Intelligence and Machine Learning techniques
and process automation, we are encouraging clients to
look at the benefits of implementing a more real-time
claim approach to claims.
On large technology investment programmes, there are
generally multiple areas of qualifying R&D activity,
however, unless these are identified in real-time, it is
often the case that many qualifying activities or
workstreams are excluded as teams are unable to recall
the qualifying areas or time spent on R&D as they move
onto new projects.
Whilst in the past it may have been challenging to
implement real-time methods, given the availability of
simple technology tools to support the technical teams in
identifying R&D activities and costs in-year, and
evidence suggesting such methods increase the value of
claims, more claimants are looking to move to real-time
claim methods.

1

This is the position under the RDEC regime for large
companies. The R&D system operates differently for
small and medium sized enterprises.
This is a complex area and therefore we suggest
discussing your specific circumstances with our
specialists.
2

Next steps for alternative investment funds
In summary, our advice to companies is to make sure that
they consider the possibility of implementing real-time
R&D claim methods and in doing so, enable the value of
R&D credits to be incorporated into technology

programme initiation assessments.

Chrissie Freear
Director
M: +44 (0) 7807 105551
E: christalle.r.freear@pwc.com
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EU Mandatory Disclosure Rules/ DAC6 – UK reporting
dates deferred for six months, but the time to act should
still be now
HMRC has now exercised the option to defer the EU
MDR/DAC6 reporting deadlines by six months, in
accordance with the recent decision of the EU to permit
Member States to opt to defer. In summary the new
deadlines are:
•

Information on reportable cross-border arrangements
implemented in the transitional period (between 25
June 2018 and 30 June 2020) must be filed by 28
February 2021; and

•

For reportable cross-border arrangements on or after
1 July 2020, reporting deadlines commence on 30th
January 2021 (where the triggering event takes
place after 31 December 2020 reports are due within
30 days of the triggering event);

The UK Government have now amended the relevant
UK Regulations to give effect to this deferral. HMRC
have also now published their final EU MDR technical
guidance.
Most other countries have also opted to defer the
reporting dates (including the key fund jurisdictions
Ireland and Luxembourg). While it was expected that
almost all Member States would defer, several countries;
including Austria, Finland and Germany have decided to
not defer. Clearly, this presents a significant challenge to
businesses with transactions in any of these territories,
and a review of potential EU MDR reporting
requirements in impacted countries should be prioritised.
From a UK practical perspective, the deferral means that
HMRC will not be switching on the IT system that will be
used for reporting on 1 July. HMRC have said that the IT
system will be made available to taxpayers and
intermediaries to report arrangements ahead of the new,
deferred deadlines. In additional to the final technical
guidance, HMRC intends to publish guidance shortly to
help businesses in their preparations to meet their
reporting obligations.
The deferral does provide more time for alternative
investment managers to consider the potential reporting
requirements in respect of transitional period
arrangements and the impact more generally on their
business. However, we recommend this exercise should
not be deferred given the need to manage EU MDR
around a wide range of other obligations.
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EU Mandatory Disclosure Rules/ DAC6 – UK reporting
dates deferred for six months, but the time to act should
still be now cont.
We have been very busy working with many of our
alternative investment manager clients where we have
developed a structured approach to analysing and
managing the impact of EU MDR.
1. Backlog transaction analysis. Priority should be
given to forming a view on the likely transactions
subject to reporting in the transition period. This
involves forming an inventory view of business
areas /asset classes impacted, reviewing where
relevant arrangements exist, and undertaking a
hallmark analysis. This should consider who has the
intermediary obligation (including internal teams for
refinancing or structuring transactions) and
confirming that processes are in place to meet any
filing obligations, particularly considering legal
privilege aspects.
2. Ongoing impact assessment framework. Ensuring
that appropriate controls are in place to manage
reporting beyond the transition period. Typically
includes an impact assessment matrix covering
each transaction type in scope, hallmark
conclusions, and the governance around advisor
and internal teams reporting processes. In many
cases, the technical and operational aspects
supporting the matrix are set out in a policy
document that can be shared with advisors, tax
authorities, investors, or due diligence teams.

MDR to the business. The impact assessment and
policy workstreams should play a key role in helping
define this.
EU MDR represents a significant new compliance to
asset managers and needs attention in the short term,
regardless of deferrals. A structured and pragmatic
approach to working through the various states of
backlog reporting, policy and framework development,
and infrastructure choices is key to doing this in a
measured, and risk appropriate way. Equally, taking
advantage of emerging industry technical views and
implementation approaches, should help ensure an
effective and efficient implementation process.
It should also be noted that if it is determined that any
cross-border arrangement is reportable to HMRC in the
UK, it will be necessary to understand how the UK’s exit
from the EU will impact the process. Under the Brexit
Withdrawal Agreement, the rules continue to apply until
the end of 2020 as if the UK were still an EU member
state. It appears quite possible that, unless agreement is
reached with the EU, that duplicate disclosures may
need to be made in the UK and also in the relevant EU
member state involved in the arrangement.

3. Reporting infrastructure. A wide range of tools are
available for reporting, from simple spreadsheets to
fully automated, integrated systems. The level of
sophistication of the tool should be driven by the
reporting level of complexity, volume, and risk of EU

Next steps for alternative investment funds
PwC has been working with many of our clients to
develop a structured approach to analyse and manage
the impact of the EU MDR.

Please see a link to our most recent EU MDR client flyer
for additional information.
https://drive.google.com/file/d/1G9QRKDqnMmtA9QbUCf
56mHi2hxVqmjzx/view

Any alternative investment fund who have had Austrian,
German or Finnish transactions should priorities these as
they have not been deferred.
Bradley Phillips
Director

Stuart MacPherson
Director

M: +44 (0) 7785 254944
E: bradley.s.phillips@pwc.com

M: +44 (0) 7703 562384
E: stuart.t.macpherson@pwc.com
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UK & EU – No deal preparedness rising back up the agenda

Equivalence assessments and the trade-deal
negotiations
The first round of the reinvigorated UK/EU negotiations
started on 29 June, and finished on 2 July (a day earlier
than expected). This round of negotiations was attended
by a restricted number of experts (from both Task
Forces).
The statement by Michel Barnier following the end of the
negotiations indicated that there were still some serious
differences between the positions of the two sides. The
EU is insisting on parallel progress on all areas which
effectively means that the negotiations will move at the
pace of the slowest moving aspect and imminent
breakthroughs would seem unlikely.
Away from the negotiations, Michel Barnier has rejected
the UK’s proposals for financial services as
“unacceptable”. The UK had proposed that there could
be some mutual access based on regulatory
cooperation, with oversight by an independent panel.
The EU rejected this on the basis that it would limit the
EU’s ability to establish its own financial safeguards,
whilst allowing UK firms to operate in Europe with
minimal operations and staff.

limited”.
Michel Barnier tweeted a statement that there were
significant differences between the two sides, that both
sides would work with “patience, respect and
determination”, but that regardless of the outcome there
would be changes from 1 January as outlined in this
Commission readiness publication.
Further to that, the EC issued an updated notice to
stakeholders on 7 July as a reminder to the industry of
the legal implications of the end of the transition period.
No-deal, or perhaps ‘no-equivalence’ (in the scenario
where a less comprehensive deal is secured which may
not accompany an affirmative equivalence decision)
outcomes should be amongst the variety of outcomes
being considered. Preparedness for these outcomes
should be rapidly rising back towards the top of the
agenda for alternative investment funds and their
managers.

He also rejected the suggestion that equivalence
decisions could be negotiated, as the Commission’s
view is that such decisions are unilateral. These
comments coincided with the 30 June deadline by which
both sides were to endeavour to make initial
assessments of the other’s regulatory regime to
determine equivalence.

Whilst this was not a hard deadline, the UK has been
criticised by Mr Barnier for not providing all of the
information requested by the EU, but there remains
hope for some sort of equivalence to be granted, with
Mr Barnier telling the House of Lords Select Committee
on the European Union “we are ready to grant
equivalence. The time for decisions is in the autumn, in
good time, in the global context of our negotiations on
many subjects with the UK”.
It may therefore be unlikely that equivalence decisions
will be made until there is broad political agreement in
the trade deal negotiations.
Whilst the official position of the negotiators is that there
is commitment to reaching agreement, German
Chancellor Angela Merkel has warned that the EU
should prepare for the possibility that a trade deal will
not be agreed, as progress to date has been “very

PwC I Keeping up with Alternative Investment Funds
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UK & EU – No deal preparedness rising back up the agenda cont.

FCA to re-open TPR notification window on 30
September
The window for EEA firms and fund managers to make
notifications under the temporary permissions regime
(‘TPR’) last closed at the end of 30 January 2020. At that
time, the FCA stated that it would confirm its plans for
re-opening the window later in 2020 to allow notifications
to be made before the end of the transition period.

equivalence, will have implications on the EU’s
equivalence assessments of the UK, given that the EU
last year removed its equivalence assessment of the
Swiss Stock Exchange.

The FCA announced on 1 July that it would re-open the
notifications window for the TPR on 30 September.
There will also be an opportunity for fund managers to
update their previously submitted notifications, if
necessary.

Further information on this is expected from the FCA in
September.
UK and Switzerland commit to develop mutual
recognition agreement (‘MRA’)
In a potential sign of the UK’s approach to post-Brexit
cross-border financial services market access, HM
Treasury and the Swiss Federal Department of Finance
announced on 30 June that they have agreed a shared
ambition to conclude an international agreement that is
intended to enhance the cross-border market for
financial services between the UK and Switzerland.
This will include working towards mutual recognition of
each other’s regulatory and supervisory regimes in the
field of asset management (amongst other financial
services).
It remains to be seen whether this, and UK/Swiss

Next steps for alternative investment funds
Ensure no-deal, or no-equivalence implications are fully
understood for your business.

Consider opportunities that may arise from improved
market access from the UK negotiation of MRAs with third
countries

Retain flexibility in Brexit scenario planning and
preparedness

Robert Mellor
Partner
M: +44 (0) 7734 607485
E: robert.mellor@pwc.com
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Tom Hone
Senior Manager
M: +44 (0) 7483 361658
E: tom.hone@pwc.com
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Senior Accounting Officer and Tax Strategy: ensuring ongoing
compliance for alternatives
In PwC’s latest online roundtable discussion we covered
the need to comply with these important UK governance
requirements, and specific impacts for alternatives
As many alternatives look towards their annual Senior
Accounting Officer (SAO) certification at 30 September
(the filing date for calendar year end filers), it is worth
taking a brief look at the regime’s key features for
alternatives. It’s also a good opportunity to recap how
the Publication of UK Tax Strategy regime can also
impact and some of the practical challenges this raises.
Background to the SAO regime and key thresholds:
The UK introduced the SAO certification regime in 2009
as a reaction to the various corporate governance
collapses in the early part of the decade. It was also part
of HMRC’s ongoing push to increase tax governance
and the visibility of tax in the boardroom.
The thresholds for the regime are turnover of £200m and
/ or a balance sheet total of £2bn of gross assets in the
preceding financial year. This is on a standalone or UK
aggregated 51% group. Most taxes and duties are in
scope of the regime (NIC is the main exclusion).
SAO requires an annual certification by the person who
has overall responsibility for the company’s financial
accounting arrangements, the SAO (typically the CFO or
FC, and ideally not the head of tax). The regime requires
groups to a notify the entities in scope and the name of
the SAO, who then has to submit an attestation as to
whether ‘appropriate tax accounting arrangements’ were
in place throughout the year. To the extent that this was
not the case, an explanation of the issues identified and
how these are to be/ have been addressed.
The notification and certification are due within the same
time period, and are due for filing in line with the time
limits for filing financial statements at Companies House
(being 9 months after the financial year end for limited
companies and 6 months for Plcs).
Penalties can fall due in a number of scenarios,
including:
-

£5,000 on the company for failing to notify the name
of the SAO

-

£5,000 on the SAO for ‘failing to comply with the main
duty’

PwC I Keeping up with Alternative Investment Funds

-

£5,000 on the SAO for failing to file a timely or
accurate certificate.

The greatest focus understandably falls on those fines
levied on the SAO individually and can generate a
significant amount of senior concern, even if the fine is
not subject to public ‘naming and shaming’ provisions.
Impact for alternatives:
The regime only applies to UK incorporated companies,
meaning overseas entities which have UK tax residence
are not caught. Additionally, this means LPs are outside
of the scope of SAO, however it is key to establish what
entities are caught with the UK aggregated 51% group.
The description of ‘turnover’ for funds can also be more
complex as their income is not necessarily derived from
the provision of goods and services. Income derived
from the investment of capital does not constitute
turnover for SAO purposes in HMRC’s view.
Care should be also taken to identify any corporate
entities which may be caught. Equally, portfolio
companies may fall into SAO in their own right, so
management teams should be made aware of their
responsibilities.
What’s required for compliance under SAO:
SAO looks at whether the company has adequate
controls over its tax compliance processes. Ensuring this
on an annual basis requires a number of steps:
-

Undertaking a risk assessment of key finance
processes and identifying where tax risks may arise.
If inter company transactions or commercial flows
change, how does this impact transfer pricing and
VAT processes?

-

Documenting and testing key tax processes. How
does financial data flow through into filed tax returns?
Documentation is key, including process narratives,
risk and control matrices, and policies which are
reviewed and updated annually.

-

Ensuring appropriate management oversight.
Evidencing that the SAO has appropriately
challenged the certification process and taken active
steps to mitigate any risks is critical here.
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Senior Accounting Officer and Tax Strategy: ensuring ongoing
compliance for alternatives
-

Note that anything done now to improve the control
environment will benefit FY 2020 but not FY 2019
which is the period that any certificate due to be filed
this year relates to. Therefore, it is important to
assess what were the controls that were in place in
FY2019 to support the attestation in respect of that
period to prepare and provide support to the SAO for
making their FY2019 attestation.

A note on Publication of Tax Strategy for
alternatives
In 2016, as a follow up to SAO, HMRC also introduced a
requirement for large UK groups to publish a UK tax
strategy online. The thresholds for the regime followed
SAO in many respects but were broadened in some key
areas:

group’s:
-

Approach to tax risk management

-

Attitude to tax planning

-

Level of risk relating to UK tax planning it is willing to
accept

-

Approach towards dealings with HMRC

Publishing a tax strategy online is not common for
alternatives, as tax transparency has not traditionally
been a focus for the industry. The regime raises some
key practical questions to consider:
-

Is the strategy for just the fund caught by the regime,
or all funds and also the house?

-

Given the tax strategy must be published online, and
in English, should the publication have a wider global
application?

-

Entities that fall within the UK SAO regime

-

Entities that would fall within the UK SAO regime if
extended to UK permanent establishments

-

Entities which are covered by a global filing under
Country by Country Reporting (OECD BEPS CBCR)

What internal controls need to be put in place to
support public statements made?

-

Are any tax authorities likely to challenge any of the
statements made?

-

What does the publication mean for investors, or for
due diligence reviews as assets exit?

-

When considering the extended SAO tests for
alternatives, the balance sheet test is often the most
relevant. There will be some funds that meet the balance
sheet requirement, however offshore entities (i.e.
Cayman, Guernsey) will be excluded unless they are
considered to be body corporates and they have a UK
PE. As funds also generally hold their investment at the
net level (i.e. the value of the business less the
leveraged debt) this also reduces the chance of meeting
the £2bn balance sheet threshold. Care should be taken
however to look at whether there are either UK funds
that meet the balance sheet test, or offshore funds that
are considered to be a body corporate with qualifying UK
PEs.
Qualifying groups are required to publish their UK tax
strategy online by the end of the first relevant accounting
period. This requires publishing statements on the

Looking at tax governance through a wider lens:
SAO and Strategy were the first of many UK tax
governance requirements, including Corporate Criminal
Offence (CCO) and the broadening of the HMRC
Business Risk Review (BRR+). Equally, there are similar
regimes in other countries (such as the Irish Director
regime or German TCMS) and European / OECD
initiatives, such as BEPS Country By Country Reporting
(CBCR), and EU Mandatory Disclosure Reporting (EU
MDR). It might reasonably be expected that new
regimes will follow, so looking at this on a wider basis
surely makes sense.

Next steps for alternative investment funds

Alternatives should ask themselves some practical
questions around tax governance requirements:
-

Which regimes are we subject to, and are we making

sure we track any changes to pick these up?

-

How do we connect similar regimes and ensure that
whatever we do is efficient and connected to how our
business operates?

Stuart MacPherson
Director

Ben Proctor
Senior Manager

M: +44 (0) 7703 562384
E: stuart.t.macpherson@pwc.com

M: +44 (0) 7711 562040
E: ben.m.proctor@pwc.com
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Deep Dive – USA

Introduction
Over the years, the US has remained an attractive
investment jurisdiction for investors. Inbound
investments into the US are growing steadily, and this is
likely to continue. Given the influx of capital and the pace
of growth, the US tax system is constantly evolving to
address the changing needs of the market and
economy. In this article, we will explore the US tax
system through the lens of inbound alternative
investment managers (foreign alternative investment
managers, alternative investment managers) and their
investors with special consideration given to the impact
of COVID-19 on inbound deals, and some of the
economic initiatives taken to offset such impact.

General Background - How the US Tax System
Works
Inbound investment is a substantial contributor to the US
investment market both through direct investment as
well as through investment in capital markets.

royalties, is generally taxed on the gross amount, at a
flat withholding rate of 30% (unless reduced by treaty) at
source. In other words, the foreign person would receive
the net amount, after US withholding. Additionally,
various domestic measures including portfolio interest
exemption, may be applicable in order to reduce or
mitigate such withholding taxes. Being the recipient of
US FDAP would generally not subject the foreign person
to US income tax filing obligations.
In the sections below, we will dive into some key US tax
concepts which are particularly relevant for alternative
investment managers followed by brief discussion on
recently adopted changes in light of COVID-19 and their
relevance for alternative investment managers. These
concepts, if unmanaged, may limit/forego tax benefits
available on certain investments through measures such
as the denial of deductions, imposition of additional
taxes, or recharacterizations of transactions or entities,
which may increase the amount of ECI and FDAP
subject to US taxation.

The US follows two bases of taxation - residence based
taxation and source based taxation. While residents are
usually subject to tax on their worldwide income, non
residents are taxed only on the income that can be
sourced to the US. The source based taxation
predominantly follows two taxing regimes, a) income that
is effectively connected (ECI) with the conduct of trade
or business (USTB) within the US or b) income streams
which are considered to be fixed, determinable, annual
or periodic (FDAP) income.
ECI income depends on whether a USTB is present, and
is a factual determination similar to the concept of
permanent establishment (PE) in tax treaties. The
determination of such looks at the level of profit seeking
activities in the US, that are considerable, continuous,
and regular. Generally, USTB is taxable at graduated
rates on its income that is effectively connected with the
conduct of that trade or business and may be subject to
US income tax filing requirements (e.g., Form 1120-F).
This income may also be subject to an additional 30%
branch profits tax. Additional review may be conducted
to determine whether the PE provisions of various US
tax treaties may be utilised to alleviate ECI. Depending
upon the facts, it may be possible to structure
investment platforms that have access to US treaties to
provide more investment flexibility.

Section I - Key US Tax Concepts for Inbound
Alternative Investment Managers

There are a few key US tax issues that are generally
applicable to most inbound alternative investment
managers. These issues are important to consider as
they can have a significant impact on the tax result for
both the manager and the US investors, sometimes
unintended. Although not an exhaustive list, the issues
that we see having the most relevance and will discuss
in the following section include: debt versus equity, base
erosion and anti-abuse tax, IRC Section 163(j) interest
FDAP income (to the extent not ECI/USTB), on the other
stripping, and anti-hybrid regulations.
hand, commonly relates to US dividends, interest, and
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Deep Dive – USA cont.

A. Debt v Equity Considerations
Inbound investments made into the US, may either be
financed through debt or equity. The US has both
statutory (including Internal Revenue Service (IRS)
guidelines) and case law, that lay out the various factors
that determine whether a particular instrument will be
classified as debt or equity. While there is no bright line
test, substance over form often determines the
underlying nature of such instruments.
Given the above, debt or equity classification must be
reviewed carefully. The classification of an instrument
as debt for US tax purposes may result in the accrual of
phantom interest income to US investors and carry
holders, whereas the classification as equity might
create a withholdable dividend payment (ie FDAP) for
non-US investors and carry holders. Additionally the US,
in line with many other jurisdictions and Base Erosion
and Profit Shifting (BEPS) Action 2, has introduced antihybrid rules, meaning debt/equity characterization must
be monitored even more carefully to avoid unintended
consequences. It should also be noted that in some
instances the US anti-hybrid rules are broader than in
other parts of the world, e.g. the European Union’s Anti
Tax Avoidance Directive. If left unmanaged and debt is
reclassified as equity, non-US investors receiving the
payments may lose the benefit of US withholding
exemption for portfolio interest and be levied dividend
withholding taxes (may be reduced via tax treaties).

B. Base Erosion and Anti-Abuse Tax
To the extent investment into the US is made into the
US using debt, or through IP structures generating
royalties, alternative investment managers should
consider the potential application of base erosion and
anti-abuse taxes (BEAT) on any deductible payments
made. To limit tax erosion, and to ensure that US
parented companies and foreign parented companies
are at the same footing, the tax reforms at the end of
2017 (i.e., the Tax Cuts and Jobs Act (TCJA))
introduced BEAT. In order to curb the US tax base
reduction, the TCJA brought in a new alternative tax,
which is imposed mainly on large enterprises, i.e. those
with gross receipts of more than $500 million (averaged
over the prior three years). Within the alternative
investment sector, such concerns arise when US
companies make related payments to non-US
companies (i.e., foreign alternative investment
managers). Thus, alternative investment managers that
are non-US owned, must pay close attention to how
BEAT may be applicable to increase the USTB income
and the associated tax liability.
PwC I Keeping up with Alternative Investment Funds

That being said, given the difference in methodology in
the computation of net income (i.e. taxable income
determined without regard to certain deductible
expenses paid to related foreign parties as well as
portions of net operating losses (NOLs)) to which such
taxes may apply, taxpayers may be subject to BEAT,
even with low base erosion payments.

C. Section 163(j) Limitation
Similar to the BEAT regulations, the earnings stripping
rules under IRC Section 163(j) aim to prevent the
shifting of profit of US entities in the form of interest
payment, by imposing a limitation on debt payment
deductions, thereby increasing the portion of income
(including income from a USTB) subject to tax in a given
year. Section 163(j) works by limiting interest that a
taxpayer can deduct to certain business interest income
plus 30% of adjusted taxable income (ATI) (note this had
been increased to 50% of ATI for tax years 2019 and
2020), which can be calculated similar to EBITDA
through 2021 and EBIT for tax years following 2021 .
The excess business interest expense (i.e. the portion of
the interest deduction which is disallowed) is carried
forward to a subsequent year when there is sufficient
income to take the deduction. These rules can be
particularly complex in the AWM sector, where there are
many tiered partnerships together with various levels of
debt. In the private equity sphere, post the 2021
reduction of the 163(j) limitation to EBIT (as opposed to
EBITDA) together when paired with longer horizon
investments, may result in significant deferral of interest
expense for these periods.

D. Anti-hybrid Regulations
As briefly touched up on earlier, hybrid transactions are
a keen focus both at a domestic and international level.
The US in 2017 introduced a new Section 267A and in
2018 introduced proposed regulations for Section 267A
(final regulations issued in April 2020, see further details
below), which deny a deduction for certain related party
payments made pursuant to a “hybrid transaction” or by,
or to, a “hybrid entity”. As an example, Section 267A
eliminates tax benefits for certain hybrid debt
transactions that allow a US corporation a deduction for
interest expense while and where the related foreign
corporation does not include the item in income for
purposes of their domestic laws or have an income
inclusion because the payment is viewed as a dividend
(rather than interest income) and not taxed under a
participation exemption regime.
13
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Following the Proposed Regulations, the IRS on April 7,
2020 released regulations that finalize 2018 Proposed
Regulations addressing anti-hybrid rules under Sections
267A and 1503(d). While the final 267A regulations are
mostly in line with the 2018 Proposed Regulations, they
do deviate in a few places. Specifically, the final 267A
Regulations contain an expanded definition for fiscally
transparent entities which includes an entity that is set
up in a country that imposes corporate income tax but
neither the entity nor its investor is required to "take the
item into account in its income." Alternative investment
managers employing ICAV or RAIF structures should
pay particular consideration to these provisions. The
use of an ICAV structure, which generally is not subject
to tax on income and gains in Ireland may implicate the
anti-hybrid rules, when the ICAV is used to acquire US
debt, e.g. issued by related party US portfolio
companies.

Additionally, the IRS also issued additional 2020
Proposed Regulations under Section 881 (with respect
to the “anti-conduit regulations”). The Proposed
Regulations extend the application of the anti-conduit
regulations to situations where:(i) if the issuer of an
equity instrument is allowed a tax benefit in its country of
residence with respect to amount paid or accrued on
such instrument or (ii) a person related to the issuer is
allowed a refund (including a credit) or similar tax benefit
for taxes paid by the issuer to its country of residence.
For example, these rules may now treat profit
participating notes (PPNs) as a financing transaction.
As PPNs are typically treated as debt in non-US
jurisdictions and therefore may provide an interest
deduction in the jurisdiction of the issuer, such
instruments may therefore be treated as a financing
transaction under the proposed rules. Alternative
investment managers with structures that rely on US tax
treaties in order to limit withholding of FDAP payments
should consider the impact of these rules, which are
likely to have prospective effects in the year following
finalization.

Section II - CARES Act and the Implications for
Inbound Alternative Investment Managers
COVID-19 has brought the world to a standstill and the
US has seen its economy decline as extensive stay at
home/ lockdown orders which have been enforced
around the country. As many parts of the country now
start to open up, the US market is still coming to terms
with the economic consequences. The US government
as a way to offer relief to the people, and shift their focus
to not only health aspects, but also towards stabilising
the economy, has infused trillions of dollars into the
economy. The Coronavirus Aid, Relief, and Economic
Security (CARES) Act, and its follow-up supplementary
funding bill - Paycheck Protection Program and Health
Care Enhancement Act, are part of the multi step
process that aims to provide relief and stabilize and
stimulate the US economy, with nearly $2.5 trillion in
funding. The Health and Economic Recovery Omnibus
Emergency Solutions (HEROES) Act as written would
seek to infuse an additional 3 trillion into the US
economy.
These bills and their provisions have significant
consequences for alternative investment managers, and
their investors and careful attention should be paid to
ensure appropriate tax planning is undertaken.
Alternative investment managers may want to consider
modelling the outcomes to determine the optimal tax
strategy. While many provisions are applicable, some of
the key changes brought by the CARES Act that affect
alternative investment managers are described below:

As mentioned above, these key tax issues are present in
many inbound transactions. Thus, while structuring
transactions and considering targets, alternative
investment managers and their investors should
consider the effects of these provisions and the potential
for additional tax burdens to alter the economics of the
deal.
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A. Net Operating Losses
The change to net operating losses (NOLs) may impact
alternative investment managers and the portfolio
companies owned by funds they manage. Under the
previous rules, NOLs could offset only 80% of taxable
income and the rest of the NOL would have to be carried
forward to the subsequent years. As these NOLs may
now be carried backward, portfolio companies may be
able to increase liquidity through filing for tax refunds on
taxes paid in prior years.
Under the CARES Act, NOLs can now offset 100% of
taxable income and be carried back from 2018 up to 5
years. This can result in additional cash inflow, with
relatively quick refunds, injected back to the portfolio
companies to maintain liquidity. Companies now need to
consider the benefits generated by carrying back NOLs
to prior years where the corporate tax rate was higher at
35% than its current 21%. That being said, NOL usage
needs to be carefully monitored and modelled as there
may be potential drawbacks to carrying back the
additional NOLs, including any potential increase in
BEAT liability to offset some of the benefits. Where
BEAT applies, the additional deductions for losses may
generate an increased BEAT liability as the base erosion
percentage of any NOL is added back to modified
taxable income when calculating the beat liability.

B. Interest Deductibility
As discussed above, prior to the CARES Act, Section
163(j) limited an entity’s deduction for net business
interest expense to 30% of the business’ ATI and
allowed for unused interest expense to be carried
forward indefinitely. The CARES Act now has raised the
interest deduction limitation from 30% of ATI to 50% of
ATI for the 2019 and 2020 tax years. Taxpayers can also
elect to use ATI from 2019 for the 50% test in 2020. This
is expected to allow a benefit for entities with higher
earnings in 2019 compared to 2020 to take advantage of
the increased interest expense deductibility. These
provisions would reduce a portfolio company’s USTB
income and tax liability which in turn may help stabilise
liquidity within certain portfolio companies.
However, to the extent that BEAT applies to the
taxpayer, the benefit of the additional interest expense
may be reduced by the additional BEAT liability. The
ability to make an election to stay with the 30% limitation
for purposes of Section 163(j) is likely to be beneficial for
taxpayers in managing their liability under BEAT.
Taxpayers can avoid BEAT minimum tax by keeping
deductible interest expenses paid to affiliates low. For
portfolio companies where BEAT comes into play,
PwC I Keeping up with Alternative Investment Funds

modelling should be considered to determine which
elections maximize/ optimize overall the overall tax
benefits available.

C. State Nexus Issues
Given the various mandatory shelters in place orders or
voluntary work from home mandates, alternative
investment managers may need to monitor complex
issues relating to state nexus in light of the travel
restrictions placed on employees. Generally, states
impose a corporate
income tax or business activity tax on every corporation
having nexus or is doing business within the state.
Nexus can be created either through a physical
presence or through a company's economic activity.
Payroll tax withholding, state income tax liabilities and
filing obligations could be potentially impacted due to
employees working remotely in another state or local
authority other than their designated work location.
For example, if employees of a NY Based alternative
investment manager are working remotely from a home
office in Connecticut, an alternative investment manager
would potentially need to determine if the employee’s
presence creates nexus with the state of Connecticut
and if the alternative investment manager is required to
comply with payroll tax requirements on behalf of the
Connecticut employees.
The dislocation of workers may create complex nexus
issues at the state and local level that should be
monitored. While the US federal changes may result in
favourable tax treatments, alternative investment
managers may want to consider modelling the outcomes
to determine the optimal tax strategy. There could be
potential state tax benefits if a company decides to
relocate their operations or a reduction of taxes if
employees are performing services outside their
principal office location (e.g., NYC Unincorporated
Business Tax).

Section III - Other Considerations for Alternative
Investment Managers as a result of COVID-19
In addition to the matters covered in the previous
section, as a result of COVID-19, there are specific
issues for alternative investment managers that are
currently being considered as well as issues that were
addressed recently that are outside the scope of the
CARES Act. This includes considerations and
discussions to treat US loan origination as a non-USTB
activity as well as the IRS recently addressing USTB
concerns for foreign companies (e.g. alternative
investment managers) regarding their non-US
15
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employees stranded in the US. In the below, we discuss
two topics that are relevant to many alternative
investment managers.

A. US Loan Origination
Generally, a foreign person (i.e., non-US alternative
investment manager and the managed investment fund)
might not qualify for the protection of Section
864(b)(2)(A)(ii) ( the so called Trading Safe Harbour) if
the foreign person regularly ‘‘originates’’ loans in the
United States.
That is, if it regularly negotiates the terms of new debt
securities with US borrowers in the United States, and
directly purchases those securities from the borrower for
its own account. Such activity might constitute the USTB
of lending, and might fall outside the scope of the
Trading Safe Harbour. The Trading Safe Harbours are
statutory safe harbours pursuant to which certain trading
activities conducted by or for a foreign person that might
otherwise constitute a trade or business within the
United States are treated as not being a trade or
business within the United States.
As the US responds to COVID-19 and to stimulate
inbound capital, there are lobbying efforts to engage
policy makers to try to extend the Trading Safe Harbour
to loan origination and hope that it will be seriously
considered as part of the next economic stimulus
package (rather than for example through IRS
guidance). If successful, it can provide opportunities for
foreign alternative investment managers to make loans
directly, negotiate loan terms, and participate as the
original members of a loan syndicate within the US
without subjecting themselves and their non-US
investors to ECI and US taxation of USTB.

permanent establishment (PE). Since a corporation is
not a natural person, it can only act through its
employees and agents and can only be deemed to be
engaged in a US trade or business through the activities
of its employees and agents who are performing
services on its behalf. The FAQs also address how
COVID-19 travel disruptions impact whether a foreign
person (i.e., non-US alternative investment manager) is
engaged in a US trade or business (USTB) for US
domestic law purposes and whether a foreign person
eligible for the benefits of a US income tax treaty has a
PE in the US. Specifically, the FAQs provide that during
the COVID-19 Emergency Period (an uninterrupted
period of 60 days beginning on or after February 1 up to
on or before April 1, 2020), certain services or activities
that individuals conduct while temporarily present in the
United States will not cause companies such as
alternative investment managers to be treated as
engaged in a USTB.
Additionally, the FAQs provide that to the extent that a
company has a USTB but does not have a PE for treaty
purposes, then services and activities conducted during
the emergency period will not be considered for
purposes of determining whether the non-resident or
foreign corporation has a PE.

B. USTB/PE Concerns Arising from the Foreign
Persons Prevented from Leaving the US
As discussed in the beginning of the article, nonresidents are taxed in the US, only on the income that is
effectively connected (ECI) with the conduct of trade or
business (USTB) within the US. With several countries
imposing travel restrictions, the IRS and Treasury have
issued guidance in the form of Frequently Asked
Questions (FAQs) and Revenue Procedures which
provide guidance on the US federal tax implications of
inability to travel on US residents as well as non-US
persons.
The FAQs provide guidance on whether the continued
presence of employees in the US may create a USTB or
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Additionally, with respect to foreign employees (i.e.,
employees of non-US alternative investment
managers) who were unable to leave the US,
Revenue Procedure 2020-20 provides that travel
disruptions for up to a 60-day period will not be
counted for determining whether a non-resident has
become a resident for US tax purposes. Revenue
Procedure 2020-27 provides an election for US
citizens living abroad who are normally able exclude
their foreign earned income and housing cost amount
from gross income under Section 911(d)(1), to
continue to do so where the virus forced their return
back to the US.
Both the potential extension of the Trading Safe
Harbour as well as the exclusion period for USTB
may provide benefits and relief to foreign alternative
investment managers. To the extent that these
provisions apply to you, a more favourable US
federal tax outcome may be available.

how the 2017 Tax Reform interacts with the current and
planned changes. There are still significant regulations
to be released interpreting the TCJA provisions which
are relevant for alternative investment managers.
This could also be a critical year for tax policy depending
upon what happens in the November elections with both
the presidential race as well as the makeup of the House
and Senate. We would note that Joe Biden the
Democratic nominee for the 2020 US presidential
election has proposed various changes to the corporate
income tax to raise revenue for their policy proposals.
This includes increasing the corporate income tax rate to
28%, eliminating the step-up in basis for inherited capital
assets, and adjusting the capital gains tax to 39.6% on
income over $1 million. To the extent a shift in party
control, corporate and individual tax rates may increase.

Future Outlook
Tax Reform, the CARES Act, and guidance from the IRS
include a wide range of provisions that impact inbound
alternative investment managers. Various opportunities
exist for companies to limit their tax exposure and
possibly generate tax savings as a result of
modifications to existing tax provisions. Significant tax
opportunities will arise relating to COVID-19 and other
operational tax planning for the 2020 and 2021 tax year.
Loss planning strategies and minimizing taxable income
from a USTB will take on added significance. Alternative
investment managers should review and assess the
potential application of these changes to their investors,
general partners and investments, as well as reviewing
Next steps for alternative investment funds
Alternative investment managers should monitor the US
tax landscape for recent changes as these may impact
investments in the US. As discussed above, recent US
legislation in response to the COVID-19 has already
modified US tax provisions, in ways that are likely to
impact investment decisions by alternative investment
managers. Alternative investment managers will need to
actively review the tax landscape as these provisions

evolve and assess how tax reform impacts their US
business and US portfolio companies, while concurrently
monitoring guidance released in IRS notices and
Treasury Regulations. As the potential for a Phase IV bill
develops, alternative investment managers should
consider possibilities that the existing provisions may
change in favourable and unfavourable manners.
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