


THE ASIAN BUSINESS FORUM

Welcome to the latest edition of the PricewaterhouseCoopers Asian Business
Forum newsletter.

Starting a business presents enormous challenges, not only in terms of the
products and services being marketed but also more practical issues such as
the choice of premises, employees and funding. Once you have ironed out all
these matters, your business begins to grow and, in most cases, at a pace you
may not have expected. There will be an ever-changing dynamic around, for
example, people and space to service the growing demand. Manage these and
you are on the way to establishing a successful business with a strong market
reputation that delivers profits.

But it doesn’t stop there; any business that stands still will find it hard to survive, particularly in
today’s environment of fast change and consolidation. The challenges of maintaining growth and
flexibility to meet the demands of an uncertain market are not to be underestimated.

And, ultimately, having built up an exciting, growing, profitable business, how will you realise that
value — hand it on to the next generation or sell?

In this edition of the newsletter, we discuss some of these key issues and ways in which you can
prepare; whether you are growing your business or thinking of exiting.

The Asian Business programme has been running for 4 years. To help us tailor the programme to
meets your needs, we are carrying out a short survey and would be grateful if you could spare a few
minutes to complete this. If we have your email address, you will receive the survey by email, if not

the survey will be included with this newsletter.

Best wishes,

Ruby Parmar

Partner, PricewaterhouseCoopers LLP

_The future of the family business

The family firm is the most commonly
used business structure in the world and,
collectively, family businesses generate
a considerable amount of the world’s
wealth. In the EU for example, family
businesses contribute as much as 65%
of the gross national product (GNP) of
Member States.

According to the PricewaterhouseCoopers
UK Family Business Survey 28% of the
family firms surveyed expect to change
hands within the next five years and, of
these, 44% are expected to remain in family
hands. Just under half of the firms that
anticipate a change of ownership within

the next five years have drafted succession
plans, and only 30% of those have actually
chosen a successor.

Passing the family business on to the next

generation is difficult, and many companies
fail because of a lack of planning. However,
given the length of time it can take to

build a suitable new holding structure —
generally between three and five years — this
uncertainty can have a detrimental effect on
a company.

If you decide to sell your business, then
you will need to consider which exit route
will best suit the needs of the business and
most likely maximise its value.

The advantages and disadvantages of each
exit route can be seen in the report, along
with the other challenges faced by Family
Businesses, such as talent management,
recruitment, remuneration and tax planning.

To read the report in full, please download
your copy from from www.pwc.co.uk/abf.

Family Business
United Kingdom

Making a difference*

The PricewaterhouseCoopers Family Business Survey 2007/08




Lord Bhattacharyya

Lord Bhattacharyya, founder
of WMG and one of the most
influential Asian businessmen
in the UK today, talks about his
experiences in industry

Lord Bhattacharyya is one of the most
influential Asian businessmen in the UK
today. He is the founder of WMG, an
international research and education group
at the University of Warwick, a Government
adviser and, most recently, has helped bring
Tata to the Midlands, in a deal that saw the
Indian conglomerate pay $2.3b to acquire
Jaguar and Land Rover from Ford.

Margaret Thatcher described him

as an ‘academic entrepreneur’ and
Bhattacharyya has spent his career
combining academia with his first passion,
manufacturing, while advising successive
UK governments on the importance of
industry and the part it plays within the
economy. He was knighted for services
to industry and education in 2003 and
was elevated to the House of Lords the
following year. He has also been awarded
the Padma Bhusan by the Government of
India, one of India’s highest accolades.

Bhattacharyya arrived in the UK in 1960
with a mechanical engineering degree.

His first job was with Lucas Industries,

who later sponsored his masters degree
and PhD. He wanted to “get his hands
dirty” and learn as much as possible

about industry — how the products and
suppliers combined to create successful
businesses — but was shocked at the lack
of competitiveness and vibrancy he found
in the UK. In the late 1970s and early 1980s
the world was changing and British industry
was being eroded by innovation from
countries such as Germany and Japan.
Although good at high quality products,
Britain couldn’t compete with volume and
its industry was slowly fading.

“Universities were
accused of being

ivory towers and not
contributing towards
the economy. We
needed to connect
with industry to get the
skills base, train people
and build a first class
manufacturing sector,”

Bhattacharyya recalls.

The University of Warwick approached
Lord Bhattacharyya and, in 1980, WMG
(then called Warwick Manufacturing Group)
was established. Its aim was to revitalise
Britain’s manufacturing industry through

a combination of training and research.
Bhattacharyya realised a polarisation was

taking place between industry and academia.

In Britain few graduates were entering
manufacturing, while in Germany and

Japan manufacturing was recognised in its
entirety, encompassing concept and product
development, assembling the product in-
house, or managing suppliers, distribution
and after-care services. As a result,
graduates in other countries were entering all
areas of industry, providing a greater wealth
of skills. Bhattacharyya understood that
“people have to work together — we need
synergy to be competitive.”

WMG trains post-graduates and managers
on secondment from major industrial
companies, to develop practical solutions,
bringing energy and creativity to the
process. There is an annual research
budget of £120m and there are currently
2,000 students on the programme. WMG
has recently completed the £72m Premium
Automotive Research and Development
programme, funded by Advantage West
Midlands, to improve the competitiveness of
automotive suppliers in the West Midlands.

Recently WMG has been involved in
advising the public sector, most notably
Network Rail and the NHS. The principles
of understanding competitiveness and
improving utilitisation of resources have
been transferable. “We have been able

to draw on the lessons we’ve learnt in
manufacturing — if you can transfer industry
ideas to improve the public sector, great.”

The flow of ideas also works across
international borders. The Tata deal
illustrates how cross-fertilisation can
benefit both parties. For Tata, there is the
pride in producing high quality, niche cars,
while in Britain, more can be learnt from
the Asian’s “can-do culture” and naked
ambition. Bhattacharyya is optimistic about
the opportunities he believes are available
from India and China for the UK to take
advantage of and he should know, as the
Group works with over 500 companies
around the world.

Bhattacharyya’s latest ambitious project is
the Warwick Digital Lab, a £100m research,
education and knowledge transfer facility
being built right next door to the Group’s HQ
— the International Manufacturing Centre.
The Lab will be dedicated to developing
innovative solutions for healthcare and
manufacturing using technologies such as
e-security, neuroscience, visualisation and
virtual reality.

Back at the start of this journey towards
a digital future, former Prime Minister
Tony Blair said: “When we talk about
ground-breaking science with practical
applications, we need look no further than
the West Midlands. The Warwick Digital
Lab will provide a high quality research
environment for multidisciplinary teams.
One aspect of this research is creating
realistic virtual environments for the
training of surgeons or the design of new
operating theatres. This is research which
will position the UK at the forefront of
medical technology.”

Bhattacharyya has since been recruiting ‘all
the talents’ to spearhead this cutting-edge
research. And at a ceremony to lay the
foundation stone of the new building, Prime
Minister Gordon Brown said: “This is a
superb personal achievement. Everywhere
| go, whether it’s India, China, Malaysia,
Thailand or South Africa, people talk to

me about the success of WMG, about the
links that it has built up around the world
as a result of the magnificent work that has
been done, the dynamism, the energy and
the brilliance of this one man.”

Bhattacharyya will be 68 this year, but
won’t think about retirement until his mid-
70’s. “As long as I'm fit, | will continue,”
he says. He talks with the passion and
enthusiasm that makes you believe he
has plenty of energy to continue for many
years yet.



How changes to residence and domicile rules may impact you

Following the uproar caused by the
Pre-Budget Report of October 2007,
taxpayers and practitioners alike awaited
the publication of the draft legislation

with baited breath and this was finally
made available in January 2008. Further
clarification was forthcoming during the
Chancellor’s Budget announcements in
March 2008 and now, as the dust settles,
we thought it would be worth stepping
away from the detail, and considering how
the proposed rule changes may affect you
at a broader level.

The key changes will affect:

those who are non-UK resident but
continue to visit the UK; and
non-UK domiciled, UK-resident
taxpayers.

Those who are non-UK resident
but continue to visit the UK

The rules in force until April 2008, outlined
that an individual who spent 183 days in
the UK in a tax year would be considered
to be a UK resident. It was anticipated
that this would be amended so that

days of arrival and departure were to be
included in this calculation. The Budget
2008 announcements were rather kinder
and a new statutory test will be applied
from 6 April 2008 accordingly. The new
test states that a person will be treated
as present in the UK for any day that the
person is present in the UK at midnight.

Non-UK domiciled, UK-resident
taxpayers

Under the rules which were in force

until April 2008, the remittance basis of
taxation applied for all non-UK domiciled
individuals who were resident in the UK.
As a result, UK tax was paid by these
individuals on their income and gains
from overseas sources only to the extent
that the income or gains (or assets
purchased using these funds) were
remitted to the UK.

From 6 April 2008, more restrictive rules
come into play for individuals who have
been resident in the UK for seven out

of the last nine tax years immediately
preceding the year of assessment.
Whilst there will be no change where the
unremitted amount of foreign income
and gains total less than £2,000 per year,
there will be a significant tightening of the
rules where overseas income breaches
this threshold. In brief, the previously-
applied remittance basis of taxation will
only be available if an election is made to

this effect, and the cost of doing so will be
£30,000 per year. The alternative is to pay
UK tax on all worldwide income and gains.

The draft legislation confirms that those
affected will be able to choose from one
year to the next whether they wish to be
taxed on the remittance basis. In addition,
should a person choose the remittance
basis, they will not be entitled to the income
tax personal allowance or the capital gains
tax annual exemption.

Taking into account these changes, it may
appear that if you are thinking of moving
abroad, this may be the time to do so. We
have worked with a number of clients who
like the idea of losing their UK tax resident
status, but fail to appreciate the practical
implications a move from the UK can have.
Some of the more popular destinations over
the recent years have included Dubai, Malta

and Gibraltar. Although these do sound great

in theory (after all who wouldn’t want to
move somewhere where the sun shines?) it
would be worth thinking about the following:

Selling any UK property that you
own and purchasing/renting under a
long lease in your new country
Making a will under the laws of the
new country

Disposing of UK investments and
closing UK bank accounts
Resigning as a trustee of any UK
trusts.

HMRC will look at evidence to show your
intention to leave the UK permanently and
therefore it would be important to retain
evidence to back-up the steps which were
taken in making the decision to emigrate.
For example details of visit to that country,
viewing schools/properties, whether there
are any existing ties with the new country.

If this is something you have been
thinking about and you would like to
discuss in more detail, please contact
Leonie Kerswill on 020 7213 8588 or
leonie.kerswill@uk.pwc.com.




Capital gains tax - taper relief and the entrepreneurs’ relief

One of the key changes announced in the
Pre-Budget Report of October 2007 was

the overhaul of the UK capital gains tax
(CGT) system. Intensive lobbying from

the business community followed the
much-debated abolition of business asset
taper relief, indexation allowance and the
introduction of a uniform rate of capital gains
tax for individuals of 18%.

Whilst the new rules were confirmed by the
Chancellor in his Budget of March 2008,

a concessionary Entrepreneurs’ relief was
introduced. The relief is available from 6 April
2008 and, subject to certain conditions being
fulfilled, will mean that the first £1 million of
qualifying gains realised by some entrepreneurs
will continue to be taxed at 10%.

If you would like to discuss the affect of
the new rules further, please contact Nick
Hopkin on 020 7213 1662 or nicholas.
hopkin@uk.pwc.com.

Making acquisitions work

A good acquisition could provide
you with new customers, new
products or services, new
markets, new geographical
coverage, new management
and new skill base.

But, when 8 out of 10
acquisitions fail to meet their
objectives, how can you make
sure that yours works?

Firstly, you need to be clear about the
objectives and what you want to achieve
from the acquisition. You should also have
a realistic view of the post-deal actions

that will need to be taken, a sensible
consideration of the timescale in which you
can achieve the objectives and contingency
plans if things don’t work out.

Mergers and acquisitions (M&A) activity has
been strong in the past few years and prices
have been pushed up because of fierce
competition for assets and the easy availability
of debt to fund the acquisitions. However,
since the credit crunch, access to debt has
slowed, a phenomenon expected to continue
in the short-term. This means that prices for
businesses may fall a little, although quality
assets will continue to be sought after.

Over the last few years, debt has been relatively
easy to come by on fairly easy repayment
terms and competitively priced. A whole range
of institutions have been keen to buy debt
placed by banks, and the banks have lent
more and more debt in the knowledge that
there were other people they could sell it onto.
However, the credit crunch has slowed this
down enormously and whilst many of the high
street banks continue to want to support their
customers and win new ones, there has been
a correction in the market regarding the terms
on which the debt is offered.

What are the alternatives?

A number of private equity funds have
developed growth capital funds to

invest in growing businesses alongside
successful entrepreneurs to assist with
growth, both organic and by acquisition.
PricewaterhouseCoopers have recently
worked with Mezzanine Management on the
£120m financing of The Regard Partnership
and 3i on the £42m investment into Hayley
Conference Centres.

Some deals have been done to allow
entrepreneurs to de-risk by taking cash out of
the business whilst still retaining a significant
interest (careful tax planning is required to
maximise the benefit of this). However, a
reduction in such deals is anticipated until the
full effects in the credit crunch have finished.

For independent and objective advice on
all aspects of raising and financing debt
and associated structures, please contact
Andy Parker on 0121 265 5536 or andy.
parker@uk.pwc.com.




Asian Business Forum events

Asian Family Business Dinner

Thank you to everyone who attended the Asian Family Business dinner which was held
in London in February. Grant Gordon, Director General of the Institute of Family Business
was present and Danny Jatania of Lornamead spoke to us about the importance of
‘keeping the family together’.

The Asian Business Forum is committed to hosting events where members can share
ideas and views and engage in lively debates. We are planning to hold a number of
events and hope that you will find the topics of interest.

For further information or to suggest topics for future dinners, please contact Julie
Fewell on 020 7212 3350 or by email on julie.fewell@uk.pwc.com.

Supporting the Asian Business Community

As part of our commitment to the Asian business market, PricewaterhouseCoopers is once
again proud to be one of the leading sponsors of the Eastern Eye’s Asian Business Awards
which will be held in October 2008. In addition, for the fourth year running, we will be
supporting the Asian Women of Achievement Awards.

Update from Magic Bus

In an Olympic year, it is appropriate that Magic Bus can announce it has been
selected as an implementing organisation for International Inspiration; a programme
designed to ensure London’s 2012 Olympics leaves a lasting legacy around the
world. India is one of five countries that will benefit from the initiative, enabling
thousands of children to receive personal and social education programmes,
delivered through sport.

Its fund-raising efforts in the UK continue to grow, allowing the organisation to
expand as a whole. The Magic Bus Centre for Learning & Development has also now
been running for over a year with thousands of children and young people (including
drug affected youth, street children and children with terminal ilinesses) benefiting
from its outdoor learning programmes.

For further information please visit www.magicbusindia.org or contact Kate
Snow directly at kate@magicbusindia.org or by telephone on 0207 022 1980.
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