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1. Introduction and Executive Summary

1. Background
This policy sets out the government intentions in relation to the development of the Company Registry
and administration services in St Helena.

Many jurisdictions work to provide competitive Company Registry services to attract international
revenues. By offering international businesses company incorporation and administration services in
and from St Helena, new taxation revenues would be available to St Helena.

St Helena Government, in developing its Company Registry, follow the principles of:
e Openness and transparency
e Sound Business Practice
e Non-discriminatory taxation
e Anti-tax avoidance

This policy has been formulated to consider how St Helena could develop its Company Registry to
provide a better, more transparent and more attractive service to customers whilst ensuring that
registry services are provided in accordance with international requirements and without creating
harmful or abusive taxation regimes (thus preventing St Helena from becoming a ‘tax haven’).

Given that foreign businesses looking to use St Helena as a jurisdiction will be operating globally, they
will require administration and assistance with opening of bank accounts and facilitation of payments
internationally, and/or may be involved in the provision of financial services themselves to some
extent. In looking at providing Company Registry and administration services to foreign businesses
therefore, it is also crucial to look at the provision of these services in the context of international
financial services regulation and some of the issues in connection therewith. This note sets out the
headline issues that St Helena would need to consider to be able to effectively use its Company
Registry for entities involved in the global financial system.

2. lssues
In the development of the policy a number of issues and problems with the current system were
identified:

e Lack of ability to tax companies on their worldwide income

The current Income Tax Ordinance does not require companies working globally to pay tax on income
derived outside of St Helena. The Ordinance states that taxable income is the total amount 'earned,
accrued or derived during that tax year in or from St Helena’. However, as of 2018-2019, all of the
companies, bar one, primarily operate in St Helena, and therefore the amount of revenue St Helena
is currently losing from this omission may not be significant. But a change to this would be required
to ensure that income earned abroad is in some way taxed and so that revenues can be raised. See
below for further detail of the taxation and legislative changes that are proposed by this policy.

¢ Limitation of existing Company Registry system capability

The current Company Registry facility is basic and limited. The Company Registrar is also the judicial
services assistant. As such, there is no single dedicated resource to company affairs. Companies are
administered on the basis of an excel spreadsheet which has limited capability. There are also no
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published guidelines or standards for how the registry undertake ‘know your client’ and due diligence
information on those looking to incorporate companies. This poses a risk in terms of the facilitation of
money laundering.

o Lack of direct regulation of company incorporation or administration

While the current Companies Ordinance does set out the legal basis on which companies may be
incorporated in St Helena, as noted above, other than the Money Laundering Ordinance, St Helena
has not enacted any anti-money laundering handbooks or other regulations governing the operation
of companies. Furthermore, there are no restrictions on the types of business that may be undertaken
by St Helena companies or the ways in which they may conduct business. There is therefore a risk that
St Helena companies could become engaged in practices which would be deemed illegal elsewhere or
alternatively, may be used for tax aggressive purposes.

A raft of new legislation will be required in order to develop a Company Registry and financial services
industry in St Helena. Further details of this are set out below.

¢ Lack of ability to allow companies to be continued in St Helena

The current Companies Ordinance does not allow companies to be ‘continued’ (i.e. migrated) to St
Helena in a way that is seen in many other jurisdictions. This allow the company to be legally
transferred to a new jurisdiction and for them to therefore retain their name and legal entity. An
absence of this under the law in St Helena may be problematic for companies otherwise wishing to
register themselves in St Helena. More information is set out below.

 Lack of ability for certain company types to be incorporated in St Helena

Similarly, the current Companies Ordinance restricts the types of company that may be incorporated
in St Helena. Other jurisdictions allow a much broader variety of corporate structures, such as
protected cell companies, hybrid companies as well as allowing well-established foreign corporate
structures to be recognised in other jurisdictions (such as GmbH, Sarl etc). This policy proposed an
extension to the types of corporate vehicle that may be offered under the Companies Ordinance in St
Helena to as to widen the appeal of St Helena as jurisdictions in which to incorporate. More
information is also found with regard to these below.

e United Kingdom’s requirements with regards to the publication of registers of beneficial
ownership

The Foreign and Commonwealth office (the FCO) has already announced that it will require all
overseas territories to publish their registers of beneficial ownership by 2023. Although under the
current Companies Ordinance, the Registry is reviewable by the public in person (upon payment of a
fee), a requirement will be to digitise the Company Registry so that this can be searched by the public
online. The FCO has already facilitated an introduction with an organisation known as ‘Open
Ownership’. Developments to the Company Registry will enable any partnership with open ownership
to be easier facilitated so that the FCO requirements can be complied with, but also so that St Helena
will be able to illustrate compliance with best international transparency standards (see below).

e Revenue raising opportunities

It is noted that the current Company Registry does not yield much in terms of revenue to SHG. In 2018-
19 the Registry yielded £2,440 and in 2019-20 it yielded £3,353.
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St Helena is in the unique position of being a British Overseas Territory without any existing financial
services industry. This means that St Helena has the ability to develop its services in a way that will
not be akin to other offshore financial services centres which have been labelled as ‘tax havens'. It is
submitted that St Helena’'s selling points for future financial services work are as follows:

1. It is a politically secure British sovereign territory with a good legal system
2. It has no negative reputation as a tax haven and does not plan to become a tax haven

3. Itis within the GMT time zone, thus being attractive to businesses in a number of time zones around
the world who wish to be able to liaise with their company administration and service providers

3. Rationale for intervention and creation of this policy
Given the potential for revenue raising opportunities, it is proposed that St Helena has the chance to
move forward and offer company incorporation and administration services on a fully transparent

basis and with developing tax laws which are not abusive in any way or typical of ‘tax haven’
behaviour. Cemmentson-thisfollow:

The incentives for a Company to register in St Helena will be

a) Reputational - St Helena is not blacklisted and without a tarnished reputation and

b) A fair tax regime — St Helena will charge a relatively attractive tax rate for businesses.

Tax haven considerations

Although there is no one accepted definition of what constitutes a tax haven, the most significant
issue with regard to the activities of the tax havens is that by offering zero or very low taxation for
non-residents, they benefit individuals and businesses who are not resident in their territories and
provide for discriminatory tax systems in order to maintain their financial services industries. St Helena
is in the unique position of being able to develop an alternative source of revenue from foreign based
businesses and without discriminating against St Helenians or offering a dual taxation regime.

The other aspect to tax haven activity is in terms of their inclination towards financial and banking
secrecy. St Helena does not have any banking secrecy laws. Furthermore, given the FCO’s requirement
for all British Overseas Territories to publish details of the beneficial owners of companies (and for
that matter trusts) under their administration, as well as the growing pressure on certain governments
to move away from banking secrecy laws (such as those in Switzerland), this policy has therefore been
developed to inform the ways in which companies registration and administration can be performed
in St Helena thus diversifying the local economy and in an attempt to raise revenues for the benefit of
the island while also explaining how these activities can be undertaken in a way that is transparent
and in accordance with best international standards, thus avoiding the island being drawn into any
criticism of tax haven behaviour and avoiding any secrecy issues.

Executive Summary of St Helena’s way forward

Significant transparency and intergovernmental measures will need to be taken by St Helena if it is to
operate an enhanced Company Registry system working as part of an international financial services
capability and it must be admitted that there are significant steps to take with regard to liaison with
the FCO and the OECD in implementing some of the international transparency standards set out in
this policy document. A significant amount of legislative work will also be required. However, St
Helena is very much in a position to benefit from new revenue streams as well as an ability to diversify
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its economy and its opportunities for St Helenians and to benefit from participation in international
financial services activity in a way that will not be tax abusive or frowned on from an international or
transparency perspective. The benefits can be summarised in this executive summary as follows:

New tax rate of 20% of a St Helena company’s global profits to be taxed at existing St Helena tax
rate, meaning that global companies will pay an effective tax rate of 5% in St Helena.

Minimum tax charge for medium and large companies (as defined) to be at least 1 % of global
turnover (not profit) to ensure that all companies will pay tax in St Helena.

New economic revenue stream for St Helena, provided the legislative, transparency and
international requirements set out in this policy are complied with.

New employment opportunities for St Helenians and training potential to assist international
businesses with company administration, company secretarial work, preparation of accounts,
assisting with bookkeeping services, client relationship skills, international finance experience etc.
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2. Overarching Policy Framework

1. Links to Strategic Objectives
The Sustainable Economic Development Plan (SEDP) as endorsed by Economic Development
Committee, support growth of exports in order to attract more money to St Helena, thereby enabling
St Helena to become ‘Altogether Wealthier’.

The provision of Company Registry services to global businesses is an export business that will
facilitate the raising of funds, both in terms of Company Registry fees, but more significantly in terms
of revenue to St Helena Government. In order to move towards self-sustainability and to promote
economic growth, the endorsement of this policy can provide significant opportunities for St Helena.

This policy also supports the following National Priority: Sustainable and ethical economic
development.

2. Aims and Objectives
There are 5 overall objectives and aims of this policy. These are as follows:

Key issue 1: Broadening the St Helena taxation base

As noted above, the current Income Tax Ordinance does not require companies operating
globally to pay tax on income derived outside of St Helena. This needs to be changed as a first
step to being able to realise revenues from foreign owned companies who wish to set up a
company or an administration centre in St Helena.

Key issue 2: Becoming a ‘fair tax’ jurisdiction and possible tax raising options

There are various options for how St Helena could raise revenues from Company Registry and
administration work. This could be by deriving a % of world-wide profit as that deemed to be
taxable in St Helena, or by taxing an element of turnover of a Group’s company. See below for
details. It will be important to determine the tax rates in a way which allows businesses an
incentive to come to St Helena, but in a way that is not abusive or ‘tax free’ (like the ‘tax
havens’).

Key issue 3: Compliance with international standards of company administration and
financial services administration , including substance and transparency initiatives

In offering company registration and administration services to foreign owned businesses, St
Helena will effectively be embarking on engagement with international financial services
businesses. It will therefore be important for St Helena to demonstrate that it is understands
and complies with the best international standards in the performance of these services. It is
suggested that compliance with such standards will not only be a key selling point for St Helena
when marketing its services, but also will be very much expected by the UK Government and
the Foreign and Commonwealth Office. In addition to the various rules and regulations of
international bodies like the Financial Action Task Force (“FATF”) and the Organisation of
Economic Cooperation and Development (“OECD”), St Helena will also need to consider rules
of economic substance. Details are set out below.
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e Key issue 4: Effective regulation of Company Registry within St Helena

It will be necessary for regulation of the Company Registry to be put on a statutory footing. This
policy suggests that the most appropriate way of doing this would be for the current
department to formally report (on a day-to-day basis) to the SHG corporate finance team, but
in terms of regulatory oversight, into the Financial Services Regulatory Authority (FSRA), who
would have responsibility for all Company Registry and administration work under a revision to
the Financial Services Ordinance (which would create companies incorporation and
administration as a new class of regulated business). The FSRA will then need to issue Directives
and anti-money laundering handbooks to effectively regulate company incorporation and
administration. Further details of the legislation required are set out below.

In terms of human resource, there will need to be recruitment for a senior financial services
position to lead the department and an administrator, preferably with experience of accounts
preparation or bookkeeping given the need to have ‘four eyes’ control over the companies’
affairs and compliance with economic substance rules.

e Key issue 5: Enactment of legislative changes required to achieve the policy.

The extensive legislative steps needed to implement this policy are set out below.

3. Scope

While matters considered by this policy will only affect the operation of the Company Registry
department (which it is submitted should be separated from judicial services and should report into
the Financial Services Regulatory Authority), the decisions taken by St Helena Government with regard
to its Company Registry policy will obviously send out a message to the wider world with regards to
St Helena’s appetite for financial services business. As such, the scope of this policy is island wide.
There are also international aspects with regard to the way that St Helena may then position itself in
the wider international services industry.

Comment re trusts

It should also be noted that internationally, the incorporation and administration of trust structures
is something which operates alongside the incorporation and administration of companies. It is
common for many international businesses which are not public limited companies (plcs) to be
ultimately owned by Trustees of a trust, often set up for the benefit of the family members of the
founder of the business.

While many of the issues raised in this policy note will also apply to the establishment and
administration of trust structures, this note does not extend to trusts per se. If SHG wishes to offer
trust as well as company administration services, then it will be necessary for SHG to consider a new
trusts law to enable this business as there is no such law at present. To maximise revenue
opportunities, however, it is highly recommended that SHG look at doing this over the next 12 months
as many opportunities concerning company administration could operate in conjunction with trust
administration. As a result, SHG shall, through appropriate policy and legislation drafting, consider the
reference of Inter Vivos Trusts, Testamentary Trusts, Special Trusts, Charitable Trusts, Discretionary

Trusts and Non-discretionary Trusts.
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3. Policy Outline

1. Changing the St Helena taxation base for companies
There are two broad systems of taxation- (i) territorial, where only local income from a source inside
the country is taxed, and (ii) a residence-based system, where residents of the country are taxed on
their worldwide (local and foreign) income, while non-residents are taxed only on their local income.
Exceptionally, some countries (such as the US) also tax the worldwide income of their non-resident
citizens. Currently, St Helena uses a territorial system of taxation.

Given that St Helena has a territorial system, therefore, taxable income under the St Helena income
tax ordinance (for individuals and companies) is the total amount earned, accrued or derived during
that tax year in or from St Helena. This currently therefore provides companies with the ability to
establish themselves in St Helena and not pay tax on profits earned outside St Helena. This is therefore
the first and most important change that would need to be made to the St Helena taxation regime if
company incorporation and administration services are to be provided to international businesses in
a meaningful way which would contribute revenues to St Helena’s economy.

As it is important to not discriminate against locally owned companies in favour of lower taxation
regimes for foreign owned companies - for danger of being caught in tax haven activity by the creation
of alternative tax regimes - it is therefore proposed that this change apply to all companies -
irrespective of who they are owned by.

It is understood that presently, this should not cause too much of an issue for companies incorporated
in St Helena given that there may only be one St Helena company which makes profits from outside
of St Helena and should this policy be taken forward, early notice of the changes and consultation with
the affect company should be undertaken.

By changing the taxation of companies to include taxation on worldwide income, St Helena will
effectively be changing its corporation tax regime (but not its individual tax regime) to a residency
basis. To avoid residents paying tax twice on the same income, countries with a residence-based
system of taxation usually allow deductions or credits for the tax that residents already pay to other
countries on their foreign income. While the current St Helena income tax ordinance provides for this,
an imperative will be for St Helena to enter into Double Tax Agreements (DTAs) to avoid companies
paying double tax (on the basis they may be eligible for taxation in other jurisdictions in addition to St
Helena). In the case of corporation tax, some countries allow an exclusion or deferment of specific
items of foreign income from the base of taxation in their own country. However, given the proposals
below, St Helena would be looking to a ‘fair’ tax percentage from companies and providing DTA’s can
be entered into, on the basis that the Company will be based in St Helena, it should not be paying
double tax with other countries once treaties are in place; thus negating the need for a foreign tax
credit based system. |t is the intention for the St Helena Government to pursue DTA’s first with the
UK, South Africa and Gibraltar in the first instance. Further information this regard is set out below.

For the avoidance of doubt, it must be reiterated that the proposals to tax companies on worldwide
income has no impact on the taxation of individual persons under the St Helena income tax ordinance.
While St Helena may wish to consider the implications of moving to a residency based system of
taxation for individuals in due course, this is beyond the scope of this note, which applies to
corporation taxation only. It is not unusual for countries to use different systems of taxation for
individuals and corporations; for example, Singapore uses this proposed system of a residence-based
system for corporations but a territorial system for individuals - i.e. the same as the proposal for St
Helena.
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2. Becoming a fair tax jurisdiction and possible tax raising options
2.1 Corporate income taxation as a percentage of worldwide income

In order to avoid St Helena becoming classed as a ‘tax haven’, it will need to ensure that its taxation
of companies is not zero or at a nominal rate. While this is the model for many offshore tax centres,
revenue for those countries is made indirectly by the provision of jobs within a financial services
industry, and therefore locally paid income tax paid by employees in that sector.

Here is a table of those countries that do not charge any corporate income tax:

Country Region
Anguilla North America
Bahamas North America
Bahrain Asia

Bermuda North America
Cayman Islands North America
Guernsey Europe

Isle of Man Europe

Jersey Europe

Palau Oceania

Turks and Caicos Islands North America
Vanuatu Oceania

Virgin Islands, British North America

St Helena will not charge zero corporate income tax. Given the unique selling point referred to above
and the opportunities that may present themselves to St Helena by being quite different from the tax
havens, the proposal is to tax St Helena companies on a percentage of their worldwide profit by
deeming this to have been locally derived profit, and therefore taxed at the typical St Helena income
tax rate of 25%. It will be necessary for St Helena to decide on a fair tax rate, given its proposal to tax
a percentage of worldwide income as local income for the purposes of assessment in St Helena.

10| 33



By way of comparison, here is a table showing the countries with the twenty lowest corporate income
tax rates in the world (excluding those without any corporate income tax which are set out above):

Country Rate Region
Cyprus 12.5% Europe
Ireland 12.5% Europe
Liechtenstein 12.5% Europe
Macao 12% Asia
Moldova, Republic of 12% Europe
Andorra 10% Europe
Bosnia and Herzegovina 10% Europe
Bulgaria 10% Europe
Gibraltar 10% Europe
Kyrgyzstan 10% Asia
Macedonia, The Former Yugoslav Republic of 10% Europe
Nauru 10% Oceania
Paraguay 10% South America
Qatar 10% Asia
Timor-Leste 10% Asia
Kosovo, Republic of 10% Europe
Hungary 9% Europe
Montenegro 9% Europe
Turkmenistan 8% Asia
Uzbekistan 7.5% Asia
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Worldwide Average 23.03% N/A
Worldwide weighted average (by GDP) 26.47% N/A
It must also be recognised that the basis of computation from one jurisdiction to another varies

significantly, so direct comparisons are difficult. However, this may assist St Helena in deciding on an
appropriate rate.

So for instance, if St Helena was to levy a tax charge of 20% of global profits as deemed local to St
Helena (then chargeable at 25%), this would result in an overall tax take of 5%. This would not change
the basis of income earned from or within St Helena (which would be taxed at the full 25% rate or 15%
concession rate). Given the deemed basis of the charge, this is still not a zero tax rate or indeed a
nominal charge.

If St Helena were to also introduce a minimum tax charge (either for medium or large business, or
more generally (see below) then this could further enhance revenue opportunities, while still
remaining competitive for businesses looking to set up administration and headquarter arrangements
on the island. More importantly, introducing a minimum tax charge also reiterates the message that
St Helena is not looking at becoming a tax haven.

As an example therefore, if a company declared its worldwide profits to be £1,000,000, using a rate
of 20% deemed taxable in St Helena at 25%, this would result in a tax charge of £50,000 (indicating an
overall tax charge of 5%). However, this would not account for any foreign account tax charges that
may be available under the law as it stands, and which would need to deleted - on the basis of agreed
Double Taxation Agreements being implemented. }
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Overall tax charge for St Helena

St Helena should position itself at making an overall tax charge of 5% of foreign income. This means
charging between 20% of global profits. While this is low, given that there is no proposal to
discriminate between locals and foreign owners of companies in taxing their foreign income St Helena
should be able to avoid allegations of abusive tax practices.

2.2 Minimum tax payable based on a percentage of turnover

For medium and large businesses, as part of the positioning of St Helena as a fair tax jurisdiction, it is
also proposed that a tax be paid based on a percentage of turnover (as opposed to profit) to ensure
that any company registered in St Helena with a turnover in excess of £25,000,000 per annum should
pay tax at an amount more than or equal to 1% of turnover. This figure is based on an assessment that
20% profit is a reasonable profit margin and based on an assessment that 5% is the agreed overall tax
charge. So, the calculation would be turnover x (20% profit margin x 5%) = 1% minimum tax charge.

e Annual Turnover must be more than £36,000,000

e The balance sheet must be more than £18,000,000

e The average number of employees must be no more than 250

A medium business is defined as a company which meets at least two of the following

e Annual Turnover must be more than £36,000,000

e The balance sheet must be more than £18,000,000

e The average number of employees must be more than 250

Other countries in the world also have minimum tax requirements. As a minimum tax based on
turnover was a predecessor tax to VAT in many countries, many of the countries charging turnover
based taxes are developing countries (which have not introduced VAT). Examples at the time of writing
are as follows:

¢ Bangladesh - Minimum tax payable of 0.5% of turnover (0.1% our certain industrial undertakings)
where turnover exceeds 5,000,000 Bangladeshi Takas (c.£47,500)

e Chad - Minimum tax of 1.5% of annual turnover

¢ Djibouti - Minimum tax 1% of turnover exclusive of VAT, with minimum payment of DJF 120,000
(£500)

e Equatorial Guinea - Minimum tax payment of 3% of a company’s prior year turnover

e Gabon - Minimum tax charge of 1%
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® Gambia - minimum tax is 1% of gross revenue for audited accounts, and 2% for unaudited accounts

® Guatemala - 25% standard corporation tax rate applies to net profits under general tax regime.
However, there is an alternative, optional regime which charges either 5% or 7% of gross revenue.
per annum. Remittances by branch to foreign head office are treated as dividends and subject to 5%
withholding tax (see further below for potential tax charges for branches of companies located in St
Helena looking to remit dividends or other profits to other countries and away from St Helena).

* Morocco - Minimum tax payable is at least 0.75%, calculated on turnover, financial and noncurrent
income. Profits remitted abroad by branch in Morocco is 15% in addition to normal corporate rate.

* Panama - corporation tax assessed at greater of 25% rate on net taxable income or 1.17% on gross
taxable income. Additional 10% tax imposed on after-tax branch income.

* Senegal - 15% corporation tax rate applies to free export companies. Alternative minimum tax of
0.5% of prior year turnover. Under certain circumstances, VAT at 18% may be imposed on branch
remittances

e Uzbekistan - Micro firms and small enterprises pay unified tax on revenue at rate of 4%. Other rates
apply to larger enterprises.

Conclusion

While direct comparisons are not straightforward, it is proposed that St Helena is not economically
dissimilar to some of these developing countries, although it must be said that some of these countries
do however charge a higher general rate of corporation tax (between 25%-35%). While there may be
scope to lower the thresholds for when the minimum tax is to be charged, this would be a political
decision. Strictly with regard to the minimum tax charges, however, a proposed charge of 1% on a
company turning over £2536,000,000 would result in a tax payment of £256360,000 pa. As such, this
is a relatively good revenue opportunity for St Helena. From the above comparisons, 1% nonetheless
remains very competitive compared to other rates charged internationally (as seen from the above).
Thus a combination of charging (a) a deemed percentage of global profits as chargeable in line with
the existing St Helena rates and (b) also imposing a minimum tax charge based on a turnover figure
(levels to be decided) would seem to be both fair and also competitive.

2.3 Branch taxes

As can be seen from the above information, several jurisdictions also levy withholding or other
corporate income tax charges on branches of companies remitting profits away from the jurisdiction.
This tends to be between 10% and 25% of the branch profit. It is proposed that this also be
implemented in St Helena so that registered branches of foreign companies will pay 20% of their
branch profits on redistribu