Cash Repatriation: Transfer
Pricing, Tax Treaties and
Debt Considerations

American Industrial Partners — Tax Director

Meeting

January 2025

g

Building a better .

: l working world
" : T i 4




Disclaimer

* Views expressed in this presentation are those of the speakers and do not necessarily represent the views of Ernst &
Young LLP or other members of the global EY organization.

e This presentation has been prepared for general informational or training purposes only and is not intended to be
relied upon as accounting, tax, legal or other professional advice. Please refer to your advisors for specific advice.

* Neither EY nor any member firm thereof shall bear any responsibility whatsoever for the content, accuracy or
security of any third-party websites that are linked (by way of hyperlink or otherwise) in this presentation.

* EY refers to the global organization, and may refer to one or more, of the member firms of Ernst & Young
Global Limited, each of which is a separate legal entity. Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

e This presentation is ©2025 Ernst & Young LLP. All Rights Reserved. No part of this document may be reproduced,
transmitted or otherwise distributed in any form or by any means, electronic or mechanical, including by
photocopying, facsimile transmission, recording, rekeying, or using any information storage and retrieval system,
without written permission from Ernst & Young LLP. Any reproduction, transmission or distribution of this form or
any of the material herein is prohibited and is in violation of US and international law. Ernst & Young LLP expressly
disclaims any liability in connection with use of this presentation or its contents by any third party.

2\

Page 2 21 January 2025 Cash mobilization



Contents/agenda slide

Introduction
Possibilities to circulate or repatriate cash within the group (‘cash mobilization®)
Key tax and non-tax items to consider before ‘pulling the trigger’

Specific US Tax Considerations

a > W b P

Approach and diagnostics

Page 3 21 January 2025



Introduction
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Introduction

What hasn’t changed?

» Access to free cash flow from operations is
critical for investment and efficient capital
structures.

Cash in King
What has changed?

Base Erosion Profit Shifting Actions
OECD TP guidelines

Local country laws and initiatives
Anti-hybrid provisions.

Anti-abuse treaty provisions
Determination of beneficial ownership

Past circulation and repatriation tax strategies
may no longer be as efficient.
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General approaches

e Lending

e Distributions / contributions

e Equity redemptions

e Debt related payments

e Intercompany transactions (asset purchases, loans)
e Cash pool arrangements (short term)

Specific approaches tailored to facts and circumstances

e Tax treaty benefits

e Controlled foreign corporation rules

e Foreign tax credits

e Legal entity substance

e Ancillary transaction (acquisition / divestiture)

e Indirect taxes / non-resident capital gain tax

e Local country regulatory requirements / exchange controls



Possibilities to
circulate or
repatriate cash
within the group
(‘cash mobilization’)
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Possibilities to circulate or repatriate cash within the group

P
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Key tax and non-tax
Iitems to consider
before ‘pulling the
trigger’
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Possibilities to circulate or repatriate cash within the group

Sale / transfer of assets to facilitate
subsequent cash distribution,
contribution

Complexity

Dividend distribution
Repayment of capital

Cash contribution

Short-term note (plain vanilla) with standard T&C’s
Cash pool

\4

Short- / medium- / long-term
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Key tax and non-tax items to consider before ‘pulling the trigger’

Detailed considerations listed on next slides

Non-income Withholding
taxes taxes

Taxation of
dividend and/or Transfer pricing
interest income

Non-tax Other (e.g.
considerations upstream loan
(legal, requalification,
regulatory, impact debt-to-
exchange equity ratio’s,
control, etc.) etc.)
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Key tax and non-tax items to consider before ‘pulling the trigger’

Non income taxes
Are there any indirect taxes associated with setting up loan agreements,
dividends distributions, equity contributions, etc. and if so, are there ways to
manage this

Stamp duties
Registration duties
Capital taxes / net wealth taxes

Taxation of dividend income / gains on the stock
Can | claim participation exemption? Do | trigger any CFC issues at parent level
when circulating cash amongst lower tier subsidiaries?

Withholding taxes
Is there any withholding tax exposure when making interest or dividend
payments?

Participation exemption rules
Subject-to-tax requirements
Anti-hybrid rules

Controlled Foreign Corporation rules
Recent develoments

EU ATAD

Treaty and European Directive withholding tax exemptions (or
reductions) under pressure due to various BEPS related measures,
including enhanced substance and beneficial ownership requirements,

Multilateral Instrument, etc. (and similar provisions outside of the EU).

Recent developments
Anti-hybrid provisions

Anti-triangulation provision in case of payments to low
taxed branches

Treaty anti-abuse provisions either in the form of a
Lmitation on Benefits (LOB) clause or a general Principal
Purpose Test (PPT)

EU case law (cf. ‘Danish’ cases)
Impact Brexit
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Taxation of interest income / gain on the loan
What is the ETR on the financing income? Can | support beneficial ownership
and residency status? Can | claim a foreign tax credit to avoid double taxation?

Corporate headline rate
Foreign exchange treatment
Basket approach or possibility to shelter with non-finance expenses

Ability to credit withholding taxes / availability of NOLs and tax
attributes

Tax efficient finance structures under pressure as a result of:

Anti-hybrid rules, preferential tax regimes, CFC impact at the
level of shareholder, MLI (anti-triangulation rules. PPT / LOB
provisions)

Substantial activity requirements no / only nominal tax jurisdictions




Key tax and non-tax items to consider before ‘pulling the trigger’

Non tax considerations
Do | have capacity to distribute dividends, can | distribute interim dividends, is
there a waiting period to consider, etc.

Transfer pricing
Can | rely on unilateral safe harbor rates, what are the requirements for short-
term lending, what is the impact on long term cash pool balances, etc.

Legal and regulatory
Distribution capacity

Final OECD TP guidelines for intercompany financing transactions
Use of unilateral safe-harbor rates
Debt covenants
Contractual obligations
Exchange controls
Timing
Approval and notice periods
Audit and valuation requirements

Other considerations
Consider optimal capital structure set-up, how do | manage my FX results, can |
rationalize my intercompany balances, etc.

Potential requalification of upstream loans into deemed dividend
distributions

Optimal debt / equity ratio

Impact thin cap ratio after equity distribution or impact earning
stripping rules after drop in EBITDA.

Rationalization of intercompany balances
Any adverse tax consequences upon debt waiver?
Mitigation FX positions
Eliminate tax exposures
Disclosure formalities such as e.g. EU Mandatory Disclosure Rules
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US Specific Tax
Considerations
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US Specific Tax Considerations

US Tax Profile Key Inputs

e GILTI e Earnings and profits determinations
 SubF e Tax basis determinations

* Previously taxed E&P

e Participation exemption for distributions

* Hybrid dividend

e Extraordinary disposition account

e Foreign tax credit
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Approach and
diagnostic
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Approach and diagnostic

Assess best cash mobilization
strategy, that is also feasible
from a non-tax perspective
(debt, equity or asset
transaction)
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Assess taxation of cash
mobilization steps (e.g.
withholding taxes etc.)
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Assess post-circulation and
post-repatriation impact on tax
profile of company (e.g. debt to

equity ratio)

Monitor and make changes if
and where needed
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