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Verne, B. Michael L O
To:

Cc: Berg, Karen E.; Walsh, Kathryn

Subject: RE: Questions

Hi- here is our take — answers in [bold italic]

From:

Sent: Thursday, October 20, 2011 12:55 PM
To: Verng, B. Michael

Subject: Questions

Hello Mike,

Please see the questions below and let me know whether you agree with the
responses. Please assume that the filing party owns all of the plants that are mentioned.

1. A US engine plant sells engines to our car plant in Germany. The car plant
in Germany will sell some cars (with the US-made engines) to the US and
some to other countries. Also, some of these US engines are sold to third
parties and some are to a US car plant.

(@) Report the sales of all the engines made in the US plant under a 10-
digit mfr code (add a footnote that indicates that some of these sales
are intracompany and that some of the engines are incorporated in
the cars that are made/sold in the US). [agree]

(b)  Foracarsold to the US from a German plant, report the entire
amount of the car sales sold to the US under a 10-digit mfr code.

[agree]

(c) Fora car sold in Germany, do not report any of the car sales in ltem
5. [agree]

2. The Brazilian engine plant sells components to the US engine plant and the
parts are used to make the US engines.

(d) If the engine is sold to the car plant in Germany, it should be treated
the same way as the situation above. Is that correct? [same as

1(b)]



(e) The sales of the Brazilian component parts to the US are not
reported as revenue in item 5. [agree]

3. The Brazilian engine piant has an export office in Miami, FL. The Brazilian
plant sells an engine to the Miami office, who in turn sells the Engine to the
car plant in Germany. None of the cars with Brazilian engines are sold
back to the US. The engines never physically enter the US. Should any
part of this product transfer be included in the ltem 5 data? [Report the
transfer from Miami fo Germany as a wholesale code]

4. A US engine plant sells an engine to a US car plant, and the car is sold in
the US.

(f) The revenue of the engine plant will be eliminated (e.g., not
separately reported) so that it isn't double counted with the revenue

of the car plant sales in the US. [agree]

(g) The engine plant should still be included in the list of subsidiaries,
even though all of its reported revenue has been eliminated in
consolidation with the reported car mfr revenue. Is this treatment

correct? [agree]

5. Are there any other things to note or be mindful of? [can’t think of anything,
but if you run into other scenarios feel free to run them by usj

Thank you very much.
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To ensure compliance with Treasury Department regulations, we advise you that, unless otherwise
expressly indicated, any federal tax advice contained in this message was not intended or written to be
used, and cannot be used, for the purpose of (1) avoiding tax-related penalties under the Internal Revenue
Code or applicable state or local tax law provisions or (ii) promoting, marketing or recommending to
another party any tax-related matters addressed herein.
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