











[nvestment Funds in Guernsey

This information has been prepared for
the assistance of clients considering the
formation of an investment fund company,
unit trust or other form of collective
investment scheme in Guernsey. It is
intended to provide a summary of the
options available and the main legal
requirements and general principles
applicable to the establishment and
operation of such vehicles. It is not intended
to be comprehensive in its scope and it
is recommended that clients seek further
advice on any proposed transaction prior
to taking steps to implement it.

Introduction

The investment funds industry in Guernsey
has achieved significant growth in recent
years, with closed ended funds registered
in the Island as at 31 December 2010
having a total of £109.5 billion and opened
ended funds of £57.9 billion. The island
has developed into a leading jurisdiction
for the establishment of investment funds
and a large number of Guernsey funds

are listed on the London and other stock
exchanges, including the Channel Islands
Stock Exchange.

The growth of the investment funds
industry in Guernsey is attributable in part
to the policies of the Guernsey authorities
and the flexibility of the requlatory system.
Growth is also attributable to the high
quality of services available in Guernsey in
relation to fund administration and custody.
The Protection of Investors (Bailiwick of
Guernsey) Law, 1987 as amended ("POI
Law") sets up a modern statutory structure
for the requlation and administration of
collective investment schemes in Guernsey.

The Guernsey Financial Services
Commission (“the Commission”) has
published new rules (the "New Rules")
to govern:-

1. Authorised closed-ended funds - The
Authorised Closed-Ended Investment
Scheme Rules 2008.

2. Registered Funds - The Registered
Collective Investment Scheme Rules
2008.

3. The issue of prospectuses by Registered
funds, Guernsey registered issuers and
non-Guernsey issuers of fering securities
or other interest to the Guernsey public
- The Prospectus Rules.

The Commission is the requlatory body

for the finance sector in Guernsey.

The Commission's primary objective is to
requlate and supervise financial services in
Guernsey, with integrity and efficiency, and
in so doing help to uphold the international
reputation of Guernsey as a financial
centre. This is reflected in its approach to
requlation. There is a policy of selectivity
which means that great weight is given

to the status of the intended promoters.
Normally a demonstrable and favourable
track record in the promotion of established
collective investment funds is required.

Guernsey is a member of OECD and has
also obtained designated territory status
under the UK Financial Services and
Markets Act, 2000 (“the FSMA"). Guernsey
has a number of bilateral public market
access treaties and has signed 20 more
with other jurisdictions. Guernsey's low tax
status, proximity to the financial markets
of Europe and a sophisticated banking

and professional infrastructure have also
contributed to the success of the island as
a base for investment funds.

In April 2009, Guernsey was included on
the enviable "white list" of jurisdictions
by the G20, thus further enhancing the
[sland's reputation.

Authorised vs Registered

The Commission will subject authorised
investment funds to closer supervision
than registered investment funds although
in practice there is little of substance to
distinquish between the two in respect of
closed-ended funds.

The most significant difference is the ability
to 'fast-track' the approval of registered
investment funds whereby the Commission
undertake to approve a fund within three
days of submission of all final documents.
Approval of Authorised funds is a much
lengthier process.

Reqistered funds are not permitted to be
offered directly to the public in Guernsey
but may be offered to requlated financial
services businesses in Guernsey or of fered
to the public by entities appropriately
licensed under the POI Law.

Companies

Investment Funds may take the form of a
company. The incorporation of a company
under the laws of Guernsey is by means of
reqistration under the Companies Law and
the process may be carried out while the
terms of the draft offering documents are

being reviewed by the Commission.

The introduction of The Companies
(Guernsey) Law, 2008 has provided
Guernsey with an up to date and flexible
framework under which companies are
incorporated.

Shares may be denominated in any
currency and different classes may be
issued, each capable of being denominated
in different currencies. Shares may also be
issued which have no nominal or par value
and fractional shares may also be issued.

A closed-ended investment company may
have any appropriate share structure from
one class to many classes having different
rights.

Guernsey has also pioneered the use of
the cellular company, enacting legislation
to create both the protected cell company
and more recently the incorporated cell
company. Such companies comprise a core
and a number of ring-fenced protected
cells and can offer a number of benefits
for investment funds.

Unit trusts

In contrast to an investment company, a
unit trust is not a separate leqal entity as
such, but a trust arrangement whereby
legal ownership of the fund's assets is
vested in a trustee who holds the assets
of the fund on trust for the benefit of the
unit holders.

The unit trust will be constituted by means
of a trust instrument made between

a Guernsey trustee company and an
independent Guernsey management
company. Typically the management
company will be Intertrust Fund

Services (Guernsey) Limited which will
undertake promotion of the scheme by
means of publication of an explanatory
memorandum relating to the offer of

units in the trust. Intertrust Fund Services
(Guernsey) Limited will also undertake the
management and general administration of
the trust and arrange for the distribution
of units in the trust to investors. The
subscription proceeds will be paid to the
trustee which thereafter will act as the
custodian of the investment assets of the
fund. In addition the trustee will generally
supervise compliance by the manager with
its obligations under the trust instrument.
[t is usual for the trust instrument to
contain such provisions requlating the issue,
redemption and valuation of units.




"We are what we repeatedly do. Excellence,
therefore, is not an act but a habit."

In order to obtain requlatory permits the
explanatory memorandum in connection
with the offer of units and the trust
instrument and other constitutive
documents of the fund must be
approved by the Commission. The trust
instrument will also contain provisions
for the appointment and removal of the
trustee and the manager, their duties
and remuneration, borrowing powers,
investment restrictions and for the
windingup of the trust.

For most practical purposes a unit trust
scheme will operate and be requlated
in the same manner as a corporate
investment fund.

Limited partnerships

The Limited Partnerships (Guernsey)

Law 1995, as amended provides a
comprehensive statutory framework for
the establishment and operation of limited
partnerships in Guernsey.

A limited partnership may be an appropriate
structure for a number of different
purposes. A principal use will be to

provide an additional form of investment
vehicle for mutual funds, in particular for
the venture capital industry. A limited
partnership will also be an attractive
structure for various tax planning purposes.

Under Guernsey law a limited partnership
will not be subject to separate assessment
forincome tax and a non-resident partner
will not be liable to Guernsey income tax
except on Guernsey source income (other
than bank deposit interest),

The qgeneral partner will manage the
business of the partnership and have
unlimited liability for its debts. The liability
of investors taking interests as limited

partners (and who do not participate in
the management of the business) will

be limited as to the amount of their
investment. In recent years the limited
partnership has been particularly favoured
for use in venture capital projects as the
partnership is generally treated as being
fiscally transparent.

A Guernsey registered limited partnership
may elect to have separate leqal
personality. For the purposes of Guernsey's
Income Tax Law, a Guernsey redistered
limited partnership (meaning a limited
partnership either with or without legal
personality) is neither a "person” nor

a "company". Therefore, the partners
(whether limited or general) fall to be
examined for tax purposes in their own
right whether or not the partnership has
elected to have separate legal personality.

Selection of investment structure
Investment funds under management in
Guernsey take a number of different forms
and new types of fund structures are
constantly being developed. However, in
practice the types of investment vehicle
most often encountered are closed-ended
and open-ended companies and unit trusts
and closed-ended limited partnerships.

While requlatory and marketing
considerations are important in selecting
whether the corporate, trust or partnership
form is used, the fiscal implications for
investors will generally be the determining
factor. The promoters of the investment
fund will generally wish to ensure that,

at the least, the scheme achieves tax
neutrality, whereby an investor will be in
the same tax position whether he makes
his investment directly in the underlying
assets or through the medium of an
investment fund.

- Aristotle -

In most tax jurisdictions the corporate
form, by virtue of being a separate

leqal entity, is treated as being fiscally
non-transparent, the fund's tax position
being determined without reqard to its
shareholders. However, it has been possible
to structure companies as entities which
satisfy the relevant conditions within

other jurisdictions for fiscal transparency.

A limited partnership on the other hand
will for tax purposes generally be treated
as being transparent and the total tax

take will be determined by the partners'
individual circumstances. For fiscal purposes
a unit trust has mixed tax characteristics.
In certain jurisdictions it may be treated as
being transparent for income and non-
transparent for capital qains distributions.
The revenue authorities may regard income
in the hands of the trustee as the income
of the unit holder.

Accordingly, for certain types of
investments in certain jurisdictions it may
be advantageous for investors to use a
trust vehicle. However, by virtue of the
greater flexibility provided by the corporate
form for listing on stock exchanges and
the wider acceptability of companies

for marketing purposes, the majority of
investment funds established in Guernsey in
recent years have been closed-ended and
open-ended investment companies.




Taxation and charges

Guernsey offers a location for investment
funds which does not impose its own

tax burden on an investment fund or its
investors.

Under current leqgislation in Guernsey, there
is no capital qains tax, capital transfer

tax, wealth tax, estate or inheritance tax
payable in respect of the issue or realisation
of shares in a closed-ended or open-
ended company, units in a unit trust or
interests in a limited partnership. There is
no Guernsey corporation tax, profits tax or
withholding tax applicable to or payable by
a closed-ended or open-ended company,
unit trust or partnership or their respective
shareholders, unit holders or partners
(except in respect of Guernsey resident
investors who will be subject to withholding
tax). No stamp duty is payable on the
transfer of shares or units in an investment
fund and Guernsey levies no annual taxes
or charges by reference to a company's
authorised or issued share capital.

A Guernsey investment fund company will,
upon application to the Administrator of
Income Tax in Guernsey, normally qualify
for exempt status for income tax, whereby
the income of the investment fund arising
outside Guernsey (and by concession

bank interest arising in Guernsey) will

not be liable to income tax in Guernsey.
Accordingly, distributions made by a
Guernsey investment fund company may
be paid to residents outside Guernsey
without deduction of any Guernsey tax,
notwithstanding that central management
and control of the company is exercised
from within Guernsey. The manager of the

fund will, however, be required to deduct
Guernsey income tax from distributions
made to any holders who are resident in
Guernsey and to account to the Guernsey
Administrator of Income Tax for the same.

The conditions for the grant of tax exempt
status are that the company files the
appropriate election to be exempt from
tax and pays a flat rate annual charge,
irrespective of the level of its profits. If an
exempt company election is made there is
no requirement on the company to file tax
returns.

As there is no capital gains tax in Guernsey
it is possible to accumulate income and
realised qains tax-free in Guernsey.

Neither the trustee nor the assets of a unit
trust will be liable to Guernsey income tax
on the income of a unit trust arising outside
of Guernsey (including by concession

bank interest arising in Guernsey) but

the manager will be required to deduct
Guernsey income tax from distributions
made to any Guernsey resident unit holders
and to account to the Administrator of
Income Tax for the same.

Although no stamp duty or similar tax

is payable on the issue, transfer or
redemption of shares in a company, units
of a unit trust or partnership interests, a
Guernsey grant of probate or administration
may be required to deal with the shares,
units or partnership interests of a deceased
holder.

Guernsey is free from all exchange control
restrictions.

The next step

We are confident that Intertrust in
Guernsey can deliver the fiduciary services
you need and would encourage you to
make contact. You will want to get to
know us. We need to get to know you.
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Intertrust Fund Services (Guernsey) Limited Intertrust Fund Services (Guernsey) Limited Intertrust Fund Services (Guernsey) Limited

Melanie Dugquemin - Manager -
Intertrust Fund Services (Guernsey) Limited

Intertrust Fund Services (Guernsey) Limited (Registered Number: 34447) is licensed by the Guernsey Financial Services Commission under The Protection of Investors (Bailiwick of Guernsey) Law, 1987 as amended.

This document is provided by Intertrust for information purposes only and does not constitute an offer, invitation or inducement to contract. The information herein does not constitute legal, tax, requlatory,
accounting or other professional advice and therefore one should seek appropriate professional advice before considering a transaction as described in this document. No liability is accepted whatsoever for
any direct or consequential loss arising from the use of this document. The text of this disclaimer is not exhaustive, further details can be found at: http://www.intertrustgroup.com/disclaimer.html

Our clients come from every corner of the globe. Different countries,
different cultures. Just like us. We have more than 1,000 professionals in
more than 20 countries worldwide. So we have the local knowledge and
sensitivity to see things from your point of view.

www.intertrustgroup.com




