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Case study

Aumento Growth Fund (AGF) is a private equity fund which focuses on high-growth
sectors such as technology, healthcare, and consumer goods. AGF is currently
evaluating the acquisition (and growth) of the organic skincare business of one of the
largest and most diverse consumer products groups in the world (the Target). Having
carried out an initial assessment and pre-feasibility study of the project, AGF has
defined and identified the following pillars and challenges for its execution:

. Raising funds from different investors in different jurisdictions: AGF needs to
decide where to incorporate the company that will channel all the resources for the
investment. This jurisdiction must not only be tax-efficient, but also easy to manage
from a business and operational perspective.

. Setting up tax compliance processes: The business AGF will be acquiring is very
decentralized and historically AGF prefers centrally managed businesses where
there is one entity that oversees the whole operation. AGF would like to think
through how to manage tax compliance processes and tax risks in the new
organization.

. Creating a simple operating model: The last time AGF acquired a business like this,
it inherited a complex operating model that proved difficult to manage. Once the
acquisition is completed, AGF expects to structure a much simpler operating model,
where the profiles of the businesses are clearly defined and identified.

Other information

>

While Target's organic skincare products are sold in many countries around the
world, it only has subsidiaries in 20 countries. In countries where Target does not
have a subsidiary, it operates through third-party distributors. Going forward, if
there are advantages from the perspectives of operations, direct taxes or indirect
taxes in any particular country, AGF is willing to establish a subsidiary there.

Target has substantial sales in countries without tax treaties with Malaysia and is
trying to navigate what impact the current and future operating models may have
on withholding tax implications.
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» Following the acquisition, AGF intends to invest USS20 billion in research and
development as well as technology. This investment aims to enhance the
manufacturing operations. AGF is exploring taking up a large loan to fund this
investment.

Requirement:

The CFO of AGF has requested for a meeting with you to discuss the issues raised.
However, he has only three minutes to meet with you. As such, prepare a presentation
on the issues raised by the CFO, covering two specific matters on which the CFO would
like your advice.
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