LincoLn CorPorATION, A U.S. CorrPoraTION, OwWNs 50%
OF THE STock OF A CoNTROLLED FOREIGN CORPORATION

(CFQ).

UNDERSTANDING LINCOLN CORPORATION'S OWNERSHIP OF A CONTROLLED
ForeioN CorporATION (CFC)

LincoLn CorPorATION, A U.S. CorPorATION, OWNS 509% OF THeE STock OF A CONTROLLED FOREIGN CORPORATION
(CFC). THIS OWNERSHIP STRUCTURE HAS SIGNIFICANT TAX IMPLICATIONS AND COMPLIANCE REQUIREMENTS UNDER U.S.
INTERNATIONAL TAX LAWS. As A U.S. MULTINATIONAL CORPORATION, LINCOLN CORPORATION MUST NAVIGATE COMPLEX
REGULATIONS ESTABLISHED BY THE INTERNAL REVENUE SERVICE (IRS), PARTICULARLY THOSE RELATED TO CONTROLLED
ForeioN CorPorATIONS (CFCs). UNDERSTANDING THE NATURE OF CFCS, THE RULES GOVERNING U.S. SHAREHOLDERS’
RESPONSIBILITIES, AND STRATEGIES FOR COMPLIANCE IS ESSENTIAL FOR LINCOLN CORPORATION TO OPTIMIZE ITS TAX POSITION
AND AVOID PENALTIES.

IN THIS ARTICLE, WE EXPLORE THE LEGAL DEFINITION OF A CFC, THE TAX REPORTING OBLIGATIONS FOR LINCOLN CORPORATION,
AND BEST PRACTICES FOR MANAGING FOREIGN INVESTMENTS IN COMPLIANCE WITH U.S. TAX LAWS.

WHAT Is A ConTrOLLED ForeigN CorporaTION (CFC)?

DeriNITION oF A CFC

A ConTroLLED ForeigN CorrPoraTION (CFC) IS A FOREIGN CORPORATION WHERE U.S. SHAREHOLDERS OWN MORE THAN 509%,
OF THE TOTAL COMBINED VOTING POWER OR VALUE OF THE STOCK DURING A SPECIFIC TESTING PERIOD, TYPICALLY AT LEAST
30 DAYS DURING THE YEAR. OWNERSHIP IS DETERMINED BASED ON THE RULES OF ATTRIBUTION, WHICH INCLUDE OWNERSHIP BY
CERTAIN FAMILY MEMBERS AND ENTITIES CONTROLLED BY THE U.S. SHAREHOLDERS.

GIVEN THAT LINCOLN CORPORATION OWNS 50% OF THE STOCK, IT IS ON THE THRESHOLD OF QUALIFYING AS A U.S.
SHAREHOLDER OF A CFC, PROVIDED THE OWNERSHIP IS AGGREGATED WITH OTHER U.S. PERSONS OR ENTITIES. |F LINCOLN OWNS
EXACTLY 50%, IT MAY ALSO BE CONSIDERED A U.S. SHAREHOLDER UNDER CERTAIN CIRCUMSTANCES, DEPENDING ON THE
ATTRIBUTION RULES AND OTHER OWNERSHIP INTERESTS.

IMPLICATIONS oF CFC STATUS

BeING cLASSIFIED AS A CFC TRIGGERS SPECIFIC TAX REPORTING AND COMPLIANCE REQUIREMENTS FOR U.S. SHAREHOLDERS.
THESE INCLUDE:

- SUBPART F INCOME REPORTING: U.S. SHAREHOLDERS MUST INCLUDE CERTAIN CATEGORIES OF INCOME EARNED BY THE CFC IN
THEIR CURRENT-YEAR TAXABLE INCOME, EVEN IF THE INCOME IS NOT DISTRIBUTED.

- GLogAL INTANGIBLE Low-Taxep INncoMe (GILTI): INTRODUCED TO TAX U.S. SHAREHOLDERS’ GLOBAL INCOME, GILT| RULES
REQUIRE INCLUSION OF A PORTION OF THE CFC’Ss INCOME.

- Tax CrebiTs AND DeDUCTIONS: U.S. SHAREHOLDERS MAY BE ELIGIBLE FOR FOREIGN TAX CREDITS TO MITIGATE DOUBLE
TAXATION.

- REPORTING REQUIREMENTS: FORM 547 1 MUST BE FILED ANNUALLY TO DISCLOSE OWNERSHIP AND FINANCIAL DETAILS OF THE
CFC.

UNDERSTANDING THESE IMPLICATIONS IS CRUCIAL FOR LINCOLN CORPORATION TO REMAIN COMPLIANT AND OPTIMIZE ITS TAX
POSITION.



OWNERSHIP STRUCTURE AND |ITS IMPACT ON TAXATION

OWNERSHIP THRESHOLDS AND ATTRIBUTION RULES

OWNERSHIP IN A FOREIGN CORPORATION IS DETERMINED BY THE IRS BASED ON DIRECT, INDIRECT, AND CONSTRUCTIVE OWNERSHIP
RULES. KEY POINTS INCLUDE:

- DIRecT OWNERSHIP: IF LINCOLN OWNS 509% DIRECTLY, THIS COUNTS TowARDS CFC STATUS.

- INDIRECT OWNERSHIP: |F LINCOLN OWNS A SUBSIDIARY THAT OWNS STOCK IN THE CFC, THIS CAN BE ATTRIBUTED TO
LINCOLN.

- ATTRIBUTION RULES: FAMILY MEMBERS, ENTITIES CONTROLLED BY LINCOLN, OR PARTNERSHIPS MAY ALSO BE ATTRIBUTED
OWNERSHIP.

IF LINCOLN'S COMBINED OWNERSHIP (DIRECT AND ATTRIBUTED) EXCEEDS 50%), IT WILL BE CLASSIFIED AS A U.S. SHAREHOLDER
ofF THeE CFC.

IMPLICATIONS OF 509% OWNERSHIP

OWNING EXACTLY 509% RAISES QUESTIONS ABOUT WHETHER LINCOLN QUALIFIES AS A U.S. SHAREHOLDER. GENERALLY,
OWNING 50% OR MORE OF THE STOCK (BY VOTE OR VALUE) QUALIFIES AS A U.S. SHAREHOLDER OF A CFC. THEREFORE,
LINCOLN'S OWNERSHIP STAKE IS CRITICAL IN DETERMINING ITS TAX OBLIGATIONS.

FURTHERMORE, IF LINCOLN 0WNS EXACTLY 509%, AND THE REMAINING 50% IS OWNED BY OTHER U.S. OR FOREIGN ENTITIES,
THE OVERALL OWNERSHIP STRUCTURE MUST BE CAREFULLY ANALYZED ToO DETERMINE CFC STATUS.

TAX REPORTING AND COMPLIANCE FOR LINCOLN CORPORATION

ForM 547 1: THe Key FILING REQUIREMENT

U.S. sHAREHOLDERS oF CFCs ARE REQUIRED TO FILE FORM 547 1, INFORMATION RETURN OF U.S. PErsons WITH RESPECT To
CerTAIN FOREIGN CORPORATIONS. THIS FORM DISCLOSES:

- OWNERSHIP DETAILS

- FINANCIAL STATEMENTS oF THE CFC

- INCOME AND EARNINGS

- TRANSACTIONS BETWEEN THE U.S. SHAREHOLDER AND THE CFC

FAILURE TO FILE FORM 547 1 CAN RESULT IN SIGNIFICANT PENALTIES, INCLUDING MONETARY FINES AND INCREASED AUDIT
SCRUTINY.

SuBPART F INcoME AND ITS TAX IMPACT

SuBPART F RULES REQUIRE U.S. SHAREHOLDERS TO INCLUDE THEIR PROPORTIONATE SHARE OF CERTAIN TYPES OF INCOME
EARNED BY THE CFC, SUCH AS:

- INSURANCE INCOME
- FOREIGN BASE COMPANY INCOME
- SALES AND SERVICES INCOME

THIS INCLUSION IS REGARDLESS OF WHETHER THE INCOME IS DISTRIBUTED, LEADING TO POTENTIAL CURRENT TAX LIABILITIES FOR
LiINcoLN CORPORATION.



GILTI Provisions

THe GILTI REGIME AIMS TO TAX FOREIGN INCOME THAT EXCEEDS A CERTAIN DEEMED RETURN. UNDER GILTI:

- LINCOLN MUST INCLUDE A PORTION OF THE CFC’S INCOME IN ITS TAXABLE INCOME.
- THE CALCULATION INVOLVES SUBTRACTING A DEEMED 109, RETURN ON TANGIBLE ASSETS.
- FOREIGN TAXES PAID CAN BE CREDITED AGAINST GILT| INCLUSION, REDUCING OVERALL U.S. TAX LIABILITY.

STRATEGIES FOR MANAGING CFC OWNERSHIP AND T AX OBLIGATIONS

ErFecTiIVE T AX PLANNING

PROPER PLANNING CAN HELP LINCOLN CORPORATION MANAGE ITS FOREIGN INVESTMENTS EFFICIENTLY. STRATEGIES INCLUDE:

- STRUCTURING OWNERSHIP TO OPTIMIZE TAX BENEFITS

- TIMING OF INCOME RECOGNITION AND DISTRIBUTIONS

- UTILIZING FOREIGN TAX CREDITS EFFECTIVELY

- CONSIDERING THE USE OF HYBRID ENTITIES TO MANAGE WITHHOLDING TAXES

ENTITY STRUCTURING AND USE OF SUBSIDIARIES

LINCOLN CAN CONSIDER ESTABLISHING INTERMEDIATE SUBSIDIARIES TO:

- MANAGE OWNERSHIP ATTRIBUTION
- OPTIMIZE TRANSFER PRICING ARRANGEMENTS
- FACILITATE REPATRIATION OF PROFITS WITH MINIMAL TAX IMPACT

COMPLIANCE AND DOCUMENTATION
MAINTAINING THOROUGH DOCUMENTATION IS CRITICAL FOR:
- SUPPORTING TRANSFER PRICING ARRANGEMENTS

- DEMONSTRATING THE ECONOMIC SUBSTANCE OF TRANSACTIONS
- ENSURING ACCURATE REPORTING ON FORM 547 1 AND OTHER DISCLOSURES

LEGAL AND REGULATORY CONSIDERATIONS

IRS REGULATIONS AND PENALTIES

NoN-coMPLIANCE WITH CFC REPORTING REQUIREMENTS CAN RESULT IN:
- SIGNIFICANT PENALTIES (UP To $10,000 PER VIOLATION)
- INCREASED AUDIT RISK

- POTENTIAL CRIMINAL CHARGES IN SEVERE CASES

LINCOLN MUST STAY CURRENT WITH EVOLVING REGULATIONS, INCLUDING RECENT UPDATES TO GILTI AND SUBPART F RULES.



INTERNATIONAL TAX TREATIES AND AGREEMENTS

U.S. TAX TREATIES WITH FOREIGN COUNTRIES CAN INFLUENCE WITHHOLDING TAXES, TRANSFER PRICING, AND DISPUTE
RESOLUTION. LINCOLN SHOULD REVIEW APPLICABLE TREATIES TO MAXIMIZE BENEFITS AND ENSURE COMPLIANCE.

Concrusion: NAVIGATING CFC OwNERSHIP FOR LINCcOLN CORPORATION

OWNING 50% OF A FOREIGN CORPORATION PLACES LINCOLN CORPORATION SQUARELY WITHIN THE SCoPE ofF U.S.
INTERNATIONAL TAX REGULATIONS CONCERNING CONTROLLED FOREIGN CORPORATIONS. PROPER UNDERSTANDING OF OWNERSHIP
ATTRIBUTION, REPORTING OBLIGATIONS, AND TAX IMPLICATIONS IS ESSENTIAL TO MAINTAIN COMPLIANCE AND OPTIMIZE TAX
OUTCOMES.

BY IMPLEMENTING STRATEGIC PLANNING, MAINTAINING DETAILED DOCUMENTATION, AND STAYING ABREAST OF REGULATORY
UPDATES, LiINcoLN CORPORATION CAN EFFICIENTLY MANAGE ITS FOREIGN INVESTMENTS WHILE MINIMIZING TAX LIABILITIES AND
AVOIDING PENALTIES. CONSULTING WITH INTERNATIONAL TAX PROFESSIONALS AND LEGAL ADVISORS IS RECOMMENDED TO
TAILOR STRATEGIES SPECIFIC TO LINCOLN’S OWNERSHIP STRUCTURE AND BUSINESS GOALS.

SUMMARY OF KEY POINTS:

- OWNERSHIP oF 509% OR MORE GENERALLY QUALIFIES AS A U.S. SHAREHOLDER oF A CFC.

- FILING REQUIREMENTS INCLUDE FOrRM 547 1, SUBPART F INCOME INCLUSION, AND GIL T| REPORTING.
- PROPER STRUCTURING AND DOCUMENTATION ARE ESSENTIAL FOR COMPLIANCE.

- STRATEGIC PLANNING CAN HELP OPTIMIZE TAX OUTCOMES AND MITIGATE RISKS.

- STAYING INFORMED OF IRS REGULATIONS AND INTERNATIONAL TREATIES IS CRITICAL.

MANAGING FOREIGN INVESTMENTS EFFECTIVELY IS VITAL FOR LINCOLN CORPORATION’S GLOBAL OPERATIONS AND FINANCIAL
HEALTH. \WITH CAREFUL PLANNING AND COMPLIANCE, LINCOLN CAN LEVERAGE ITS INTERNATIONAL HOLDINGS TO SUPPORT ITS
GROWTH AND COMPETITIVENESS IN THE GLOBAL MARKETPLACE.

FREQUENTLY ASkeD QUESTIONS

WHAT IS A ConTrROLLED FORrEIGN CorPoORATION (CFC) AND HOW DOES LINCOLN
CORPORATION'S OWNERSHIP OF 50% oF IT IMPACT U.S. TAX OBLIGATIONS?

A CFC IS A FOREIGN CORPORATION IN WHICH U.S. SHAREHOLDERS OWN MORE THAN 50%, OF THE VOTING POWER OR VALUE.
LincoLn CorRPORATION'S 509, OWNERSHIP MEANS IT MAY BE CONSIDERED A U.S. SHAREHOLDER, MAKING IT POTENTIALLY
SUBJECT TO SUBPART F INCOME INCLUSION AND GILT| TAXATION UNDER U.S. TAX LAWS.

How poEes LINcoLN CORPORATION'S OWNERSHIP STAKE INFLUENCE ITS REPORTING
REQUIREMENTS UNDER THE U.S. INTERNAL ReVENUE CODE?

WiTH A 509% sTAke IN A CFC, LiNcoLN CORPORATION IS REQUIRED TO FILE FORM 547 1 ANNUALLY, REPORTING ITS
OWNERSHIP, INCOME, AND CERTAIN TRANSACTIONS WITH THE CFC To coMpLY wWITH U.S. INTERNATIONAL TAX REGULATIONS.

\WHAT ARE THE TAX IMPLICATIONS FOR LINCOLN CORPORATION REGARDING GILTI
(GLoeAL INTANGIBLE Low-TAXED INCOME)?

SINce LiNncoLn owns 509 of THe CFC, 1T MAY BE SUBJECT TO GILTI INCLUSION, WHICH TAXES CERTAIN LOW-TAXED
FOREIGN INCOME AT THE U.S. SHAREHOLDER LEVEL, POTENTIALLY RESULTING IN ADDITIONAL U.S. TAX LIABILITIES.



CAN LINcoLN CORPORATION UTILIZE FOREIGN TAX CREDITS TO OFFSET U.S. TAXES
RESULTING FROM ITS OWNERSHIP IN THE CFC?

YEs, LINCOLN CORPORATION CAN GENERALLY CLAIM FOREIGN TAX CREDITS FOR FOREIGN TAXES PAID BY THE CFC, WHICH CAN
OFFSET ITS U.S. TAX LIABILITY ARISING FROM INCOME INCLUSIONS LIKE SUBPART F or GILTI.

W/HAT ARE THE TRANSFER PRICING CONSIDERATIONS FOR LINCOLN CORPORATION
OWNING A 509% sTake IN A CFC?

LINCOLN MUST ENSURE THAT TRANSACTIONS BETWEEN ITSELF AND THE CFC ARE CONDUCTED AT ARM'S LENGTH, AND
COMPLIANCE WITH TRANSFER PRICING RULES IS ESSENTIAL TO PREVENT ADJUSTMENTS AND PENALTIES FROM TAX AUTHORITIES.

How poEes LINcoLN CORPORATION'S OWNERSHIP AFFECT ITS ABILITY TO REPATRIATE
EARNINGS FROM THE CFC?

REPATRIATION OF EARNINGS MAY BE SUBJECT To U.S. TAX, ESPECIALLY IF DISTRIBUTIONS ARE CLASSIFIED AS DIVIDENDS OR IF
THERE ARE UNDERLYING SUBPART F INCLUSIONS. PLANNING CAN HELP MINIMIZE TAX IMPACT.

\WHAT REPORTING THRESHOLDS TRIGGER ADDITIONAL DISCLOSURES FOR LINCOLN
CORPORATION REGARDING ITS OWNERSHIP IN THE CFC?

OwWNERSHIP EXCEEDING 109% GENERALLY REQUIRES FILING FORM 547 1, AND OWNING 509% INDICATES SIGNIFICANT REPORTING
OBLIGATIONS, INCLUDING DETAILED DISCLOSURES ABOUT THE CFC’S INCOME, ASSETS, AND TRANSACTIONS.

ARE THERE ANY STRATEGIC TAX PLANNING OPPORTUNITIES FOR LINCOLN CORPORATION
RELATED TO ITS OWNERSHIP IN THE CFC?

YES, OPTIONS INCLUDE STRUCTURING INTERCOMPANY TRANSACTIONS, UTILIZING TAX TREATIES, AND PLANNING FOR
REPATRIATION STRATEGIES TO OPTIMIZE TAX EFFICIENCY ACROSS JURISDICTIONS.

\WHAT ARE THE POTENTIAL PENALTIES FOR NON-COMPLIANCE WITH CFC REPORTING AND
TAX OBLIGATIONS FOR LINCOLN CORPORATION?

FAILURE TO FILE REQUIRED FORMS LIKE 547 1 OR TO REPORT INCOME CAN RESULT IN SUBSTANTIAL PENALTIES, INCLUDING
MONETARY FINES, INCREASED AUDITS, AND POTENTIAL ADJUSTMENTS TO TAXABLE INCOME.

ADDITIONAL RESOURCES

LincoLn CorporaTION, A U.S. CorrPoraTION, OwWNs 509%, OF THe STock OF A CONTROLLED FOREIGN CORPORATION
(CFC) — THIS SCENARIO PRESENTS COMPLEX TAX, LEGAL, AND STRATEGIC CONSIDERATIONS THAT U.S. CORPORATIONS MUST
NAVIGATE IN TODAY’S GLOBALIZED ECONOMY. UNDERSTANDING THE NUANCES OF OWNING A CFC, ESPECIALLY WHEN HOLDING A
SIGNIFICANT STAKE SUCH AS 50%, IS CRITICAL FOR COMPLIANCE, TAX PLANNING, AND OPERATIONAL EFFICIENCY. THIS GUIDE
PROVIDES A COMPREHENSIVE BREAKDOWN OF WHAT IT MEANS FOR LINCOLN CORPORATION, A U.S.-BASED ENTITY, TO OWN
HALF OF A CFC, EXPLORING THE RELEVANT LEGAL FRAMEWORKS, TAX IMPLICATIONS, REPORTING OBLIGATIONS, AND STRATEGIC
CONSIDERATIONS.

INTRoDUCTION TO CoNTROLLED ForeigN CorporaTIONS (CFCs)

WHAT Is A CFC?



A ConTroLLED ForeiaN CorroraTION (CFC) IS A FOREIGN CORPORATION IN WHICH MORE THAN 50% oF ITs sTock (BY
VOTING POWER OR VALUE) IS OWNED BY U.S. SHAREHOLDERS. THE CONCEPT ORIGINATES FROM THE U.S. INTERNAL REVENUE
Copk (IRC) AND IS DESIGNED TO PREVENT U.S. TAXPAYERS FROM DEFERRING |U.S. TAX ON INCOME EARNED ABROAD BY SHIFTING
PROFITS TO LOW-TAX JURISDICTIONS.

WHY Does OWNERSHIP MATTER?

OWNERSHIP PERCENTAGE DETERMINES THE LEVEL OF CONTROL AND THE APPLICABILITY OF SPECIFIC U.S. TAX RULES. WHEN A
U.S. corPorATION 0WNS 509, OR MORE OF A FOREIGN CORPORATION, IT IS CONSIDERED A CFC, TRIGGERING CERTAIN
REPORTING AND TAX OBLIGATIONS THAT DO NOT APPLY IF THE OWNERSHIP IS BELOW THE 50% THRESHOLD.

LeGAL FrRAMEWORK GoOVERNING CFCs
INTERNAL Revenue Cope (IRC) AND REGULATIONS

THE PRIMARY LEGAL AUTHORITY GOVERNING CFCs IS IRC SecTions 95 1-964, WHICH OUTLINE THE RULES FOR SUBPART F
INCOME, GILT| (GLOBAL INTANGIBLE Low-T AXED INCOME), AND OTHER RELATED PROVISIONS.

Key DEFINITIONS

- U.S. SHAREHOLDERS: U.S. PERSONS OWNING 109, OR MORE OF THE FOREIGN CORPORATION’S STOCK (BY VOTING POWER OR
VALUE).

- CONTROLLED FOREIGN CORPORATION: A FOREIGN CORPORATION WHERE U.S. SHAREHOLDERS COLLECTIVELY OWN MORE THAN
509, oF THE STOCK.

IMPACT oF 509, OWNERSHIP

OWNING EXACTLY 500/0 OF A FOREIGN CORPORATION’S STOCK GENERALLY MEANS THE U.S. SHAREHOLDER HAS SIGNIFICANT
CONTROL, AND THE CORPORATION QUALIFIES AS A CFC. THIS OWNERSHIP LEVEL TRIGGERS SPECIFIC TAX RULES DESIGNED TO
PREVENT DEFERRAL OF INCOME.

Tax IMPLICATIONS FOR LINCOLN CORPORATION
SUBPART F INCOME

- DerINITION: CERTAIN TYPES OF PASSIVE OR EASILY MOV ABLE INCOME EARNED BY A CFC MUST BE INCLUDED IN THE U.S.
SHAREHOLDER’S INCOME CURRENTLY, REGARDLESS OF WHETHER DIVIDENDS ARE RECEIVED.

- APPLICATION: SINCE LINCOLN 0WNS 50%, IT MUST REPORT ITS PROPORTIONATE SHARE OF THE CFC’s SuBPART F INCOME
ANNUALLY.

GILTI (GLoBAL INTANGIBLE Low-T AXED INCOME)

- OVERVIEW: GILTI IS A RELATIVELY NEW PROVISION THAT TAXES A U.S. SHAREHOLDER’S SHARE OF THE CFC’s INCOME
EXCEEDING A DEEMED RETURN ON TANGIBLE ASSETS.

- ReLevANCE: For LINCOLN, 0WNING 509% MEANS IT MUST INCLUDE ITS GILT| SHARE IN ITS INCOME, POTENTIALLY LEADING TO
CURRENT U.S. TAX LIABILITY.

EFFecT oF OWNERSHIP PERCENTAGE

- AT 509% OWNERSHIP: LINCOLN IS CONSIDERED A U.S. SHAREHOLDER WITH SIGNIFICANT INFLUENCE, RESULTING IN MANDATORY
REPORTING AND POTENTIAL TAX LIABILITIES oN CFC INCOME.

- BeLow 50% oOWNERSHIP: THE RULES ARE LESS STRINGENT; THE CORPORATION MAY NOT BE CLASSIFIED AS A CFC, AND
REPORTING OBLIGATIONS COULD BE REDUCED.



RePORTING AND COMPLIANCE REQUIREMENTS
ForM 5471

LINCOLN MUST FILE ForM 547 1, INFORMATION RETURN oF U.S. PErsONS W/ITH RESPECT To CERTAIN FOREIGN
CORPORATIONS, TO DISCLOSE OWNERSHIP, INCOME, AND OTHER RELEVANT DETAILS ABoUT THE CFC.

SCHEDULE | AND SCHEDULE |

- ScHeDULE |: DETAILS oF U.S. SHAREHOLDER’S STOCK OWNERSHIP.
- SCHEDULE J: INCOME STATEMENT AND BALANCE SHEET oF THE CFC.

ADDITIONAL DISCLOSURES

- FormM 8865: MAY BE REQUIRED IF LINCOLN HAS PARTNERSHIP INTERESTS RELATED TO THE CFC.
- Form 8938 (FATCA): REPORTING FOREIGN FINANCIAL ASSETS.

PeNALTIES FOR NoN-COMPLIANCE

FAILURE TO PROPERLY REPORT OR DISCLOSE OWNERSHIP CAN LEAD TO SIGNIFICANT PENALTIES, INCLUDING FINES AND INCREASED
SCRUTINY FROM THE IRS.

STRATEGIC CONSIDERATIONS FOR LINCOLN CORPORATION

TAX PLANNING OPPORTUNITIES

- INVERSION AND STRUCTURING: EVALUATE OWNERSHIP STRUCTURES TO OPTIMIZE TAX OUTCOMES.

- Use oF Tax CredITS: LEVERAGE FOREIGN TAX CREDITS TO OFFSET U.S. TAX LIABILITIES.

- REPATRIATION STRATEGIES: DECIDE WHEN AND HOW TO DISTRIBUTE PROFITS TO MINIMIZE TAX IMPACT.
OPERATIONAL CONSIDERATIONS

- TRANSFER PRICING: ENSURE ARMS-LENGTH PRICING FOR TRANSACTIONS BETWEEN LINCOLN AND THE CFC.
- REINVESTMENT: CONSIDER REINVESTING EARNINGS WITHIN THE CFC To peFer U.S. TAXATION.

- LocAL CoMPLIANCE: COMPLY WITH FOREIGN JURISDICTION LAWS AND REGULATIONS.

Risk MANAGEMENT

- CURRENCY RISks: HEDGE AGAINST FOREIGN CURRENCY FLUCTUATIONS.

- PoLITICAL Risks: MONITOR GEOPOLITICAL DEVELOPMENTS AFFECTING THE CFC’S OPERATIONS.
- TAax LAw CHANGES: STAY UPDATED ON U.S. TAX REFORMS AFFECTING CFC RULES.

PrRACTICAL STEPS FOR LINCOLN CORPORATION
1. DETERMINE OWNERSHIP AND CONTROL

- CONFIRM THAT LINCOLN 0WNS EXACTLY 50% oF THe CFC’s sTock.
- DOCUMENT OWNERSHIP STRUCTURE AND VOTING RIGHTS.

2. ConpucT DUE DILIGENCE

- Review THe CFC’s FINANCIAL STATEMENTS AND INCOME STREAMS,
- ASSESS THE NATURE OF INCOME (PASSIVE VS. ACTIVE).

3. ESTABLISH REPORTING PROCEDURES



- PREPARE TO FILE FORM 547 T ANNUALLY, ENSURING ACCURACY AND COMPLETENESS.
- MAINTAIN DETAILED RECORDS OF OWNERSHIP AND TRANSACTIONS.

4. DeveLor A TAX STRATEGY

- CONSULT WITH INTERNATIONAL TAX EXPERTS.
- EXPLORE OPPORTUNITIES FOR TAX DEFERRAL AND CREDITS.
- PLAN FOR POTENTIAL GILT! INCLUSIONS.

5. MAINTAIN COMPLIANCE AND DOCUMENTATION

- KEEP THOROUGH DOCUMENTATION OF ALL FOREIGN OPERATIONS.
- STAY CURRENT WITH IRS GUIDANCE AND INTERNATIONAL TAX TREATIES.

ConcLusioN: NAVIGATING THE CoMPLEXITIES oF CFC OWNERSHIP

OWNING 509%, oF A CONTROLLED FORrEIGN CORPORATION PLACES LINCOLN CORPORATION SQUARELY WITHIN THE SCOPE OF
U.S. INTERNATIONAL TAX RULES. |T NECESSITATES DILIGENT COMPLIANCE, STRATEGIC PLANNING, AND ONGOING MONITORING TO
OPTIMIZE TAX OUTCOMES AND MITIGATE RISKS. BY UNDERSTANDING THE LEGAL DEFINITIONS, TAX IMPLICATIONS, AND REPORTING
OBLIGATIONS, LINCOLN CAN MAKE INFORMED DECISIONS THAT SUPPORT ITS GLOBAL OPERATIONS WHILE MAINTAINING ADHERENCE
TO US. LAW.

IN AN ERA OF INCREASING INTERNATIONAL REGULATION AND SCRUTINY, PROACTIVE MANAGEMENT OF CFC OWNERSHIP STAKES IS
ESSENTIAL FOR U.S. CORPORATIONS LIKE LINCOLN. W/HETHER SEEKING TO MAXIMIZE TAX EFFICIENCY, ENSURE COMPLIANCE, OR
EXPAND GLOBALLY, A THOROUGH GRASP OF CFC RULES AND STRATEGIC PLANNING IS KEY TO SUCCESS IN TODAY’S COMPLEX
INTERNATIONAL TAX LANDSCAPE.
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