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»  This presentation is provided solely for educational purposes; it does not take into account any specific individual or entity’'s facts and circumstances. It is
not intended, and should not be relied upon, as tax, accounting, or legal advice. Ernst & Young LLP expressly disclaims any liability in connection with the
use of this presentation or its contents by any third party.

» 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.

»  The views expressed by the presenters are not necessarily those of Ernst & Young LLP or other members of the global EY organization or of any other
company or organization.
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Credit funds continue to weather the COVID-19 crisis During this session, we will discuss the latest trends and

and take advantage of the unique market opportunities, practical matters affecting credit managers including:
pivoting investment strategies as the market dictates.

As a result, credit funds must be more in tune than ever 01 Direct lending, 02 Secondary 03 Evolving

with the tax considerations presented in the existing special situations market structures and
environment. This session focuses on the business and and distressed strategies investment
tax issues presented across the spectrum of direct and strategies strategies

secondary lending strategies, and also highlights the
relevant state and local tax considerations.
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Alternative lending structures

Fund for US investors only
(base case)
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US-debt
portfolio
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Leveraged C-corporation

US taxable UBTI-
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Alternative lending structures

Treaty platform structure

Onshore/
offshore
feeders

Treaty company
(US treaty
jurisdiction)

Primary
US-debt
portfolio
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Fiscally transparent
treaty investor fund

us
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A investors
1
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S
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Investment ",
advisor .
Luxembourg
special limited
partnership (SCSp)

Primary
US-debt
portfolio

General partner

Business development company
(BDC), regulated investment
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investment trust (REIT)
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Secondary market strategies

LP fund
interests

Corporate
fund interests

Collateralized loan obligation
(CLO) and collateralized debt
obligations (CDO) investments

Secondary-debt
instruments

» Section 743(b)
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» Passive foreign investment
company (PFIC)

» Controlled foreign corporation
(CFO)

» Market discount

» Debt under partial prepayment
rules

» Sections 163(j) and 212, vs. PFIC
and CFC

» Purchase of vertical strips of CLO-
debt residuals and cancellation-of-
debt income (CODI) considerations

» Sections 165 and 166, bad debt
issues

» Market discount and cost recovery
methodologies

» Pool loan vs. individual loans

» Expectation of collection of
contractual interest
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Evolving structures and investment
strategies

» Considering the Section 475(f) solution
» Vetting debt to own opportunities
» Fielding board queries

» Revisiting COVID-19 impacts on direct
lending strategies
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Years of pent-up
demand has created a
wall of cash eager to

support companies on
the brink.

Brian Chappatta, “Distressed-Debt
Vultures Might Already Be Too Late,”
Bloomberg, March 31, 2020.



What are the key
takeaways from
today's session?

Recap and Q&A
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Special thanks to Alex Magee, Amanda Scheinson and Charlene Tsai.
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EY | Assurance | Tax | Transactions| Advisory

About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital markets
and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a
better working world for our people, for our clients and for
our communities.

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
Global Limited, a UK company limited by guarantee, does not
provide services to clients. Information about how EY
collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. For more information about
our organization, please visit ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

© 2020 Ernst & Young LLP.
All Rights Reserved.
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This material has been prepared for general informational purposes only and is
not intended to be relied upon as accounting, tax or other professional advice.
Please refer to your advisors for specific advice.
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