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Imagine you’re buying your next 
Mercedes S-Class. You think you’d 
like the wheelbase to be 10 cm 
longer than standard, so that you can 
fit your longboard windsurfer on the 
top … and so that you can give your 
mother in law a little more legroom 
in the back. And you would like 
bigger wheels, because your front 
drive is steep and can get rather 
muddy in the winter.

Would this be possible? Of course it would. 
No doubt you can find a workshop which 
could make those changes for you. But 
you would be likely to sacrifice a great 
deal in terms of reliability, safety and fuel 
efficiency. Because when you buy a car 
like an S-Class, you benefit from hundreds 
of thousands of hours – and perhaps 
decades – of research and development, 
and any complex product is an ecosystem of 
interrelated functionality. (See the back page 
for an infographic of the history of Daimler 
AG and the Mercedes brand.)

The same principle applies to other 
products such as software. When new 
versions are released by even the best-

resourced developers like Apple and 
Microsoft, many users prefer to wait until 
the new release has been tested in the 
community before clicking the button to 
install it.

Legal agreements and legal structures 
are very similar – and this is one of the 
secrets that most lawyers won’t tell you, 
because most of them are in the business 
of selling hours. Legal agreements rarely 
work in isolation, and in a group context 
the provisions of one agreement will often 
have implications for a range of related 
agreements and structures. Although it may 
seem like you are getting a premium service 
by hiring an army of lawyers to create a 
bespoke or novel structure, the end result 
can actually be less robust. This is simply 
because the more bespoke an arrangement 
is, the less it benefits from previous 
experience and incremental improvements 
over time, and the more it is at risk of human 
error. And of course, the risk of human 
error increases exponentially when the 
“bespoking” is done by junior lawyers late 
at night or in the early hours of the morning. 
This kind of scenario gives rise to classic 
blunders, such as securitizations with no 
security granted, and Eurobond listings 
where the bonds are not validly issued.

This is why at LCN Legal we pioneered the 
publication of template intercompany agreements 
back in 2013. (And why we are now taking a step 
further by making available a “toolkit” of resources 
for intercompany agreements – see the back 
page of this newsletter for further details.)

Of course, no product or system is perfect. And 
we are certainly not advocating a “one size fits all” 
approach. But, all other things being equal, a set 
of documents which benefits from the feedback 
over time of a community of professionals and 
users, is likely to be more robust and fit for 
purpose than one which hasn’t.
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won’t tell you

International 
Corporate Structures 

June 2017
The monthly newsletter for clients and friends of LCN Legal
and for anyone involved in creating and maintaining corporate structures.

Paul Sutton is co-founder of LCN Legal 
and a corporate lawyer with over 20 years’ 
experience of international corporate 
structures, including as a Director of KPMG’s 
law firm in the UK and as a corporate partner in 
international law firm Pinsent Masons. He has 
lead the legal aspects of group reorganisation 
projects involving assets totaling over US$25 
billion and is a contributor to the LexisNexis 
online Transfer Pricing resources.

    Paul Sutton
    Co-Founder, LCN Legal
 



International Corporate Structures 

Will BEPS ring the end for tax planning By Ian Barron
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During my career, I have had great 
fun being involved in international tax 
planning initiatives, sometimes as the 
initiator but mainly as part of a global 
team. I say ‘fun’ because although we 
were dealing with complex tax and 
non tax issues, a sense of humour was 
essential to maintain focus and sanity.

For me, the best results were always achieved 
by working with others with a common aim 
of meeting commercial and operational 
practicality, as well as the crucial tax objective 
of substance over form.

Some of the planning areas which I have 
always enjoyed include: 
•    Permanent establishments 
•    Front office product support
•    Transfer pricing
•    Group reorganisations
•    Funding structures including hybrid entities 

and instruments
•    Optimising funding cost deductions
•    Maximising tax loss utilisation

Do I see an end to tax planning as a result of 
BEPS? My short answer is no, not entirely.
I do think some planning adaptations will be 
needed but its demise is unlikely unless tax 
laws are very tightly drafted, kept very simple 
and most importantly recognise commerciality.

The evidence so far suggests global 
legislators are moving in the opposite direction 
by drafting overly complex, ambiguous and 
very wordy tax law. Combining this with their 
continuing lack of commercial awareness 
gives, in my view, law that is open to 
interpretation … a tax adviser’s dream!

The compliance and documentation 
requirements of BEPS 13 will undoubtedly 
be a priority for multinationals and their 
in house tax teams and advisers for the 
foreseeable future. However, in keeping with 
other areas, compliance and planning are 
intertwined, so, I can see BEPS compliance 
going hand in hand with BEPS planning.

Going back to some of my favourite planning 
topics, here are two examples of how I see 
BEPS impacting tax planning: 

Permanent Establishments (PEs)
Today’s digital world was never anticipated 
when Tax Treaties defined what was 
and was not a PE. BEPS has led to a 
broadening of scope by including virtually 
any presence in a country e.g. salesforce or 
back office staff. 

Multinationals should be reviewing their global 
operational structure, including staff mobility 
programmes, to avoid any unexpected PEs 
arising with the consequential increased tax 
costs this is likely to create.

Funding Structures and Hybrids
Hybrid structures and hybrid financial 
instruments have long been a focal point 
in planning as they generated benefits as 
a result of tax laws in different jurisdictions 
treating the entity/instrument in differing ways. 

Hybrids are currently the target of extensive 
anti avoidance initiatives driven by the OECD 
and the EU under BEPS. Corporates that 
currently have hybrids within their group should 
be reviewing the structures and instruments to 
see what changes are necessary. 

Conclusion
BEPS seems to be aimed at curtailing 
international tax planning by promoting the 
introduction of overly complicated laws and 
regulations. For this reason, I do not see 
planning disappearing, as multinationals 
and all taxpayers should only be expected 
to pay the tax legally due. However, I would 
advise multinationals to review the scope 
and approach they apply to tax planning 
as anything that does not meet commercial 
reality and substance over form will 
undoubtedly fail in a challenge by global tax 
authorities.

Ian Barron is a strategic tax consultant to  
LCN Legal. Prior to this, Ian had a long tax 
career at American Express where he was 
Vice President and Head of Corporate Tax for 
the EMEA Region for 19 years.

What is BEPS?
Base erosion and profit 

shifting (BEPS) refers to tax 
avoidance strategies that 

exploit gaps and mismatches 
in tax rules to artificially  

shift profits to low or  
no-tax locations. 
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Which tax regulations 
are most complex?
You’re not alone if you find transfer 
pricing challenging. In the latest Global 
MNC Tax Complexity Survey, the area 
of tax regulation perceived as the most 
complex was transfer pricing. 

The survey was conducted by Prof. Dr. Caren 
Sureth-Sloane and Thomas Hoppe, Universität 
Paderborn and Prof. Dr. Deborah Schanz and 
Susann Sturm, Ludwig-Maximilians-Universität 
München. The survey’s respondents included 
221 tax practitioners across 108 countries, all of 
whom work with multinational corporates.

An executive summary of the results of the survey 
can be downloaded free at www.taxcomplexity.org.
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FIVE THINGS 
about LCN Legal that 
you may not know

1We’re one of the very few 
law firms internationally 

which has a dedicated focus 
on the legal implementation of 
intercompany agreements for 
multinational groups.

2We work for clients globally 
(including the USA, Europe, 

and the Far East), including big 
name multinationals.

3We regularly train tax and 
legal professionals on 

international group structures.

4 We generally deliver our 
services by phone and 

email, not in person.

5 Referrals are one of 
our biggest sources of 

business, especially tax 
advisers – perhaps because 
we don’t give tax or accounting 
advice, so we don’t compete 
with them.

Quote of the month
“I am rather like a mosquito  

in a nudist camp; I know what  
I want to do, but I don’t know  

where to begin.”
Stephen Bayne
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•  Imagine that all your intercompany 
charges were supported by easy-to-read 
intercompany agreements which reflect 
international best practice.

•  Imagine the peace of mind you will have, 
knowing that those agreements are 
robust and actually reflect the reality of 
how your group operates.

•  Imagine that you had instant access to a 
well-organised and comprehensive online 
archive of signed agreements, whenever 
you need to respond to requests from tax 
authorities, regulators or auditors.

•  Imagine having a clear roadmap to 
achieve all this, without unnecessary 
fuss or complication.

Our new toolkit is for international 
corporate groups which have the 
internal capability to review and tailor 
intercompany agreements themselves. 
It saves you hundreds of hours by giving 
you tried and tested documents to use as 
a starting point, plus telephone access 
to senior lawyers who specialise in 
international corporate structures and 
intercompany agreements.
A 20% discount is available for  
LCN Legal clients and subscribers.

For more information, email us at  
info@lcnlegal.com, or call us on  
+44 20 3286 8868.

New:  LCN Legal 
Intercompany Agreements 
Toolkit for Transfer Pricing

 I’ve realised that music can help me to release 
things that used to make me angry because once  
I write a song, the feelings I had go into it.”

LCN Legal has pledged to donate US$1,000 
to youth work charity XLP for every 
qualifying instruction in 2017 (see lcnlegal.
com/csr/ for details). Here’s an inspiring 
personal account from Tex, one of the 
young people XLP has helped.

“I first heard about XLP in 2013. I was on 
my way home and I bumped into Ethan, the 
youth worker on the X-Mobile van project. At 
the time I wasn’t really sure about music so I 
kept saying that I’d come the next week. One 
day I actually came and recorded something. 
That’s when everything started happening 
and me and Ethan have built up a positive 
relationship since then.

Before the van, I never really did anything. I 
was constantly in trouble at school and got into 
fights a lot because I had anger issues, but 
XLP has helped change that. The first time that 
I went to the van I recorded a song I’d written 
about my cousin who was murdered. Ethan 
heard the lyrics and we started talking about it. 
I’ve realised that music can help me to release 
things that used to make me angry because 
once I write a song, the feelings I had go into it. 
If anyone is feeling the way I was when I wrote 
the song, they can listen to it and relate to it. 
They know there’s someone out there who 
understands how they feel.

I’ve also started making more friends because 
of the van. When I first started going there was 
only me and four other people but the next 
time there were fifteen of us, and even more 
people have started coming now. It’s created a 

social network; we’re gaining new friends. Now 
I speak to people who I would not have spoken 
to before and when we see each other the 
first thing that will come up is “are you going 
to the van?” I see Ethan as a big brother and 
everyone who comes as one big family.

I’ve been given some amazing opportunities 
through XLP. I went to Abbey Road recording 
studios with some other young people which 
was an amazing experience. I was also part of 
the royal visit when the Duke and Duchess of 
Cambridge came to XLP – that was probably 
the best thing I’ve ever done! Around that time 
I was stabbed and I was experiencing a lot 
of changes and challenges in my life. I was 
sitting my mock exams but I was thinking of 
just quitting everything and then Ethan called 
me and said, “Tex, I’ve got an opportunity… 
to meet the Royal Family!” After that, I forgot 
about all the negative things and told Ethan 
that I wanted to be a part of the day. I met 
William and Kate when they came onto the van 
and William even wanted to record something!

If Ethan hadn’t called me that day I don’t think 
I’d be here; he literally called me at the right 
time. It shows that XLP really does care and 
want to give young people opportunities. I 
feel like the youth workers understand young 
people; that they know how we feel and know 
how to make our lives better. I’ve seen it 
change me and I know it can change other 
young people as well.

I’m very thankful to XLP for turning my life 
around and for always being there.”

Meet Tex

Testimonials for LCN 
intercompany agreements

“ I really like the format! It is very clear and 
easy to follow. Can you teach our lawyers 
to write so clearly? I wonder sometimes if 
they are being paid by the word.”
Director, International Tax and Transfer 
Pricing, Fortune 500 Company

1898 Austrian entrepreneur 
Emil Jellinek becomes an 
agent and distributor selling 
DMG automobiles 

1909 DMG first 
uses the three 
pointed star logo

2007 The Chrysler 
group is sold off to 
Cerberus Capital 
Management,  
a US private  
equity firm

Evolution of a Corporation: Daimler AG

1924 DMG and Benz  
& Cie sign Agreement 
of Mutual Interest, valid 
until year 2000

1886 Benz 
patents the 
first petrol-
powered car

1890 Gottlieb Daimler and 
Wilhelm Maybach set up 
Daimler-Motoren-Gesellschaft 
(DMG) in Stuttgart, Germany

1883 Karl Benz, b.1844, 
Germany, establishes  
Benz & Cie AG a company that 
produces industrial machines

1909 A Benz car achieves 
land speed record of  
125 mph (202 kph)

1998 Daimler-Benz and Chrysler 
Corporation announce world’s  
largest cross-border deal, valued at  
US$38bn, creating DaimlerChrysler AG

1926 DMG  
and Benz & Cie 
merge to form  
Daimler-Benz AG

1900 Jellinek commissions  
DMG to design a sports car, named 
“Mercedes” after his daughter


