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Invest International — Tax Principles

What we expect from our clients and investees in terms of tax planning and tax compliance

Why This Matters

Invest International is committed to sustainable and responsible investment. As part of that
commitment, we do not support actions that contribute to tax evasion or aggressive tax avoidance
and cannot accept any involvement in tax evasion or aggressive tax avoidance (whether directly or
indirectly through our clients and investees). The principles below explain what we expect from you
as our client. Please see Annex | in respect of what in the view of Invest International constitutes
‘tax evasion’, ‘tax avoidance’, ‘tax optimization’ and a ‘shell company’ (as these terms are used in
this document).

1.

No Tax Evasion or Aggressive Tax Avoidance
You must not engage in any form of tax evasion — meaning you must not withhold information,
commit fraud, misstate facts, or take any other action to illegally avoid paying taxes.

You must not engage in aggressive tax avoidance — meaning you must not exploit mismatches
between tax systems, abuse tax treaties, or use artificial structures that are technically legal
but contrary to the intent of applicable tax laws.

As our client, you are asked — by way of signing the loan agreement or other investment
documentation — to confirm in writing that you do not perform any acts constituting tax evasion
or aggressive tax avoidance. This confirmation can be included in the transaction
documentation or provided as a separate statement.

Cooperation to Invest International’s assessment
In addition, you will cooperate to Invest International’s tax evasion or avoidance assessment
on your investment structure against internationally recognised standards, including:

» the OECD Base Erosion Profit Shifting (BEPS) project (Final Reports 2015 and subsequent
BEPS 2.0 agreements);’

+ the EU standards and requirements on aggressive tax planning and tax avoidance as
established in the EU’s Anti-Tax Avoidance Directive? and the European Commission
Communication (C(2018)1756, 21.3.2018)3, and

+ taking into account the regularly updated EU list of non-cooperative jurisdictions for tax
purposes focusing on tax transparency (beneficial ownership, effective exchange of tax
information), fair tax competition (no harmful tax regimes and economic reality and

' See: https://www.oecd.org/en/topics/policy-issues/base-erosion-and-profit-shifting-beps.html

2 See: https://taxation-customs.ec.europa.eu/taxation/business-taxation/anti-tax-avoidance-directive_en

3 COMMUNICATION FROM THE COMMISSION on new requirements against tax avoidance in EU legislation governing in
particular financing and investment operations



https://www.oecd.org/en/topics/policy-issues/base-erosion-and-profit-shifting-beps.html
https://taxation-customs.ec.europa.eu/taxation/business-taxation/anti-tax-avoidance-directive_en
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substance) and effective OECD BEPS minimum standards implementation (as monitored
by the OECD BEPS Inclusive Framework Peer Review reports).

This assessment includes the determination whether the EU Directive on Administrative
Cooperation (DAC6)* on mandatory disclosure rules for potentially aggressive cross-border tax
arrangements is applicable.

Key topics reviewed include hybrid mismatches, transfer pricing, shell company indicators, and
economic substance and is further briefly elaborated below.

2.1. No Shell Companies

Investments in structures that include shell companies (see Annex | for the definition of ‘shell
company’) are not allowed. Special Purpose Vehicles (SPVs) with a clear and legitimate
business rationale, appropriate governance, and full transparency are not considered shell
companies.

2.2, Effective Taxation of Profits
Profits realised and distributed to beneficial owners are effectively subject to taxation.
Structures designed to channel profits without them being taxed anywhere are not acceptable.

The identity of beneficial owners must be transparent and verifiable, as this is critical to
reducing tax avoidance risks.

2.3. No Artificial Structures

Investment structures must have genuine economic substance and a clear business rationale.
Arrangements put in place primarily to obtain a tax advantage — rather than to serve a real
commercial purpose — are considered artificial and will not be supported.

2.4. Tax Holidays and Incentives

Tax incentives and holidays are acceptable, provided that: (i) they are clearly and transparently
laid down in local legislation and (ii) they are not considered harmful by the OECD Forum on
Harmful Tax Practices® or the EU Council Code of Conduct Group on Business Taxation®.

2.5. No Operations in Non-Cooperative Jurisdictions

Entering into or renewing operations with entities established in jurisdictions listed as non-
cooperative by the EU are refrained from, unless the actual project and activities are physically
located in that jurisdiction and the investment structure contains no elements of tax avoidance.

What happens if issues are identified

If an unbalanced or potentially harmful tax structure in connection with your investment is
identified, you will engage to bring the situation in line with our Responsible Tax Principles (as
set out and referred to in this document). If no progress is made, Invest International may

4

See: https://taxation-customs.ec.europa.eu/taxation/tax-transparency-cooperation/administrative-co-operation-and-

mutual-assistance/directive-administrative-cooperation-dac/dacé _en

5 See: https://www.oecd.org/en/topics/sub-issues/harmful-tax-practices.html
8 See: https://www.consilium.europa.eu/en/council-eu/search-the-list-of-council-preparatory-bodies/code-conduct-group/



https://taxation-customs.ec.europa.eu/taxation/tax-transparency-cooperation/administrative-co-operation-and-mutual-assistance/directive-administrative-cooperation-dac/dac6_en
https://taxation-customs.ec.europa.eu/taxation/tax-transparency-cooperation/administrative-co-operation-and-mutual-assistance/directive-administrative-cooperation-dac/dac6_en
https://www.oecd.org/en/topics/sub-issues/harmful-tax-practices.html
https://www.consilium.europa.eu/en/council-eu/search-the-list-of-council-preparatory-bodies/code-conduct-group/
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decide not to invest and/or explore other (legal) steps as set out in the relevant transaction or
investment documentation.

4. What Is Allowed: Tax Optimisation
For the avoidance of doubt, it should be noted that Invest International fully respects your right
to organise your affairs in a tax-efficient manner, provided this is done within (the intent of)
applicable laws and tax treaties, including those set out above, and is driven by genuine
business rationale — not predominantly by the pursuit of tax advantages.

For questions about these principles, please contact Invest International.
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ANNEX | — Definitions

This Annex sets out the views of Invest International on what constitutes ‘tax evasion’, ‘tax
avoidance’, ‘tax optimization’ and a ‘shell company’.

Definition of tax evasion

Tax evasion relates to the unlawful act of withholding information, fraud, misstatement or any other
action by persons / entities aimed at evading tax obligations. Tax evasion is considered a predicate
offence to money laundering, because it leads to the generation of illegal income. Although tax
evasion and money laundering are operationally distinct processes, they share similar
sophisticated obfuscation techniques, and the success of each crime depends on the ability to hide
the financial trail of the income. Money launderers seek to transform illegally gained proceeds of
crime into legal forms, while tax evaders seek to conceal income and assets, either legally or
illegally earned or derived, from detection by the tax authorities.

Definition of tax avoidance

Tax avoidance, or aggressive tax planning, refers to taking advantage of the technicalities of a tax
system or of mismatches between two or more tax systems for the purpose of drastically reducing
tax liabilities. Tax avoidance also includes tax treaty abuse, whereby the intentions of such bilateral
treaties are ignored. Although tax legislation is not legally violated, corporate structures or activities
are not in line with the spirit and objectives of tax laws and regulations (fraus legis). The
consequences of Tax Avoidance include double deductions (e.g. the same loss is deducted both
in the state of source and residence) and double nontaxation (e.g. income which is not taxed in the
source state is exempt in the state of residence).

Tax avoidance includes artificial financial or organizational structures as well as structures that do
not follow logically economic substance or business rationale. Although tax avoidance is to the
largest extent related to corporate income tax, structures may also serve to avoid capital gains tax,
withholding taxes, VAT, private income tax, inheritance tax, real estate transfer tax or other forms
of taxation.

Definition of a shell company

In the context of abovementioned tax avoidance, a shell company is considered a legal entity that
is interposed in a tax structure in order to obtain a tax benefit (e.g. reduction of withholding tax via
double tax treaties) while having no (or little) substantive economic activity, genuine business
operations, employees, or physical presence. Indicators (non-exhaustive) for such shell companies
could be outsourced administration, lack of meaningful decision-making capacity, absence of
premises or staff, and income streams disproportionate to actual functions performed, risks
assumed, or assets used. Shell entities can also be used in order to obfuscate beneficial ownership
in tax structures. Investment structures can sometimes include special purpose vehicles (SPVs),
with limited substance, established for legitimate commercial, financing, investment, or risk-
management purposes. These SPVs will not be considered shell companies if there is a clear
business rationale reflecting economic substance appropriate to its function, and such SPV
operates in compliance with applicable tax laws and internationally accepted standards, does not
facilitate tax evasion, aggressive tax avoidance, tax treaty abuse, or artificial profit shifting,
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maintains an appropriate level of governance and decision-making capacity, and ensures
transparency regarding its ownership, activities, and financial flows.

Definition of tax optimization

Tax optimization is described as identifying, assessing and applying the best tax solution for a given
economic or financial situation, that takes into account, amongst other things, income and
expenses, the tax regimes applicable to the specific case, and the circumstances and obligations
of the taxpayer. Acceptable tax optimization involves organizing affairs in the most tax efficient
manner within the intent of legislation (including tax treaties) and, typically, with an honest belief
that it is a legal and responsible method of reducing a tax liability that would result from the absence
of such tax planning.

In the light of the aforementioned, Tax optimization is considered a right that any (legal) person has
and is therefore still allowed and an acceptable practice, provided that it is following economic
substance and is not predominantly aimed at gaining tax advantages rather than serving a business
rationale.



