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Overview: Pillar 2 - Background and development
Pillar 2 introduces a global minimum tax rate of 15% for multinational enterprises (MNEs)

©)
©)
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Scope of application: Pillar 2 applies to all corporate groups that have at least one subsidiary or permanent establishment
outside the country of domicile of the parent company and have a consolidated annual turnover of at least EUR 750 million.

Supplementary tax: In countries where an MNE has an effective tax rate of less than 15%, the payment of a supplementary
tax is required. This regulation is intended to ensure that MNEs do not benefit from particularly low tax rates in certain
countries.

Reporting obligations: MNEs affected by Pillar 2 must follow comprehensive reporting rules. Companies must either
calculate the additional tax liability or demonstrate that they do not fall within the scope of application.

Implementation in national legislation: Pillar 2 will be implemented in the participating countries by incorporating the
relevant provisions into national tax legislation.




Minimum Tax Adjustment Act: developments and outlook

The MinBestRL-UmsG was passed by the German Bundestag on November 10, 2023 and came into force on December 28, 2023. The Federal Ministry of
Finance has announced that it will implement further simplifications to the MinStG through an amendment act by the end of 2024. An initial discussion
draft of the MinStAnpG was published on August 20, 2024.

Model rules on the
global minimum tax
(Global Anti-Base
Erosion Rules; GloBE)

OECD commentary with
examples

Implementation

package with Publication Publication of the Publication Publication
simplifications (Safe  of the first second guidance of the third of the fourth
Harbors and Penalty  guidance (Safe Harbor) guidance guidance Further guidance if necessary
elief)
2022 01.02.2023 17.07.2023 15.12.2023 /I\17.06.2024
M M\ ()
-/ —/
20.03.2023 07.07.2023 16.08.2023 28.12.2023 20.08.2024
T T T 31.12.2024
Publication of the Publication of the Publication of the Entry into force Discussion BMF letter Entry into force of the
discussion draft draft bill government draft of the draft Draft bill Amendment Act
MinBestRL-UmsG MinStAnpG
Approval
Bundestag

& Bundesrat

Implementation laws worldwide: Pillar Two Legislative Tracker >> »
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Pillar 2: System of legal regulation
The Model Rules, the EU Directive based on them and the German draft law set out the systematic procedure for the analysis and calculation system.

@

Constituent Entities

MNE Group
> £ 750 million

Identification of Constituent Entities
(CE) (i.e. Legal Entities & Permanent
Establishments (PE))

Excluded companies

(e.g. pension funds)

Identification of residency
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Per business unit

GloBE Income

Reporting Package Net income

Additions/settlements
(e.g. dividends, n/a BA etc.)

Allocation GloBE for PE &
transparent companies

Covered taxes

|dentification of the
Covered Taxes

Adjustments to deferred taxes on
temporary differences
differences & loss carryforwards

Allocation of covered taxes
(e.g. CFC, withholding taxes, hybrid
entity, transparent entity, etc.)

Prior year adjustments
(e.g. tax audit, corrections)

Pro jurisdiction

ETR & Top-Up Tax

Calculation of the ETR and the
Top-up tax (x % vs. 15%) with
consideration of a domestic top-up
tax and carve-outs

Allocation of top-up tax to
constituent entities
(exception: de minimis)

IIR & UTPR

Identification of the UPE
(observe top-down and POPE,
among others)

(Proportionate) allocation of top-up
tax to UPE, POPE etc. (take into
account crediting, among other

Backstop: Identification of the
residual value according to UTPR

Allocation of the UTPR




Pillar 2 | Effective Tax Rate Calculation
Pillar 2 follows a different approach to the calculation of other income taxes. Instead of applying a tax rate to an assessment basis, the adjusted taxes are
divided by the amount of GIoBE as an income figure in a fractional calculation in order to determine an effective tax rate.

@

Constituent Entities GloBE Income Covered taxes ETR & Top-Up Tax

I Top-Up Tax = Top-Up Tax Perc?wtage x Excess Profit
| y-
i \
Adjusted covered taxes < - ETR Excess Profit = Globe Income - Substance-based
bty GlOBE Income I Income Exclusion
‘ Jurisdictional Top-Up Tax = Top-Up Tax + Additional
15% - ETR = Top-up tax Top-Up Tax - Domestic Top-Up Tax

Percentage

Does not start with the calculation of the ETR, but only with the top-up tax amount

Substance-based carve-out: 5% payroll and 5% carrying value of tangible assets

Calculation based on (start of year value + end of year value) / 2 *  Substance is taken into account

. Total additional tax consists of
consists of three elements

*  Subsequent adjustments (e.g. tax
audits, MAPs) lead to adjustments

______________________________________________________________________________________________

Subsequent adjustments to the covered taxes

1
|
1
Standard case: Taken into account in the year in which the adjustment is carried out !
1
1
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Pillar 2: Significance for the legal department



Pillar 2 - Legal advisory fields with Pillar 2 effects

Financing structures within the Group

- J

§ 26 MinStG

Group-internal financing agreements

(1) Expenses from intra-group financing agreements
are not taken into account for the purposes of
determining the minimum tax profit or minimum tax
loss of a business unit. This only applies if, during the
expected term of this agreement, it can be
reasonably assumed that the income corresponding
to the expenses will not lead to a corresponding
increase in the taxable profit of the highly taxed
creditor.

Design of stock option programs

- J
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Joint venture formation/
Contract design

- J

W
GENTIT D

Share-based payments

(1) At the request of the reportable business unit,
the expenses reported by a business unit for a
financial year in the minimum taxable profit or
minimum taxable loss for the year that were paid for
share-based payments may be replaced by the
share-based payments permitted as operating
expenses under the tax regulations of the state in
which the business unit is located.

- J

N J

§ 67 MinStG

Joint venture

(1) The tax increment of the joint venture and its
subsidiaries shall be calculated in accordance with
Parts 3 to 7 and §§ 84 to 87 as if the subsidiaries
were business units of an independent group of
companies and the joint venture were their ultimate
parent company

N\ J
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Pillar 2 - Legal advisory fields with Pillar 2 effects

%o

Structuring an inbound investment

. J

§§ 3, 4, 5, 7 MinStG

(20) A controlling interest is an interest in an entity
that results in the holder of that interest being
required, or would be required if consolidated
financial statements were prepared, to consolidate
the assets, liabilities, income, expenses and cash
flows of the entity in accordance with a recognized
accounting standard. In the case of a parent
company, it is assumed that it holds the controlling
interests in its operating facilities as a shareholder
belonging to the group.

. J
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Change of legal form, in particular of
the parent company into a partnership

\_

W
L sevminse

Transparent ultimate parent company

(1) The minimum taxable profit determined for the
financial year of a transparent entity that is the
ultimate parent company of the corporate group
shall be reduced by the proportion of the minimum
taxable profit attributable to the shareholders of the
equity investment,

(Intragroup) purchase/sale of

assets
. J

§ 66 MinStG

(1) A business entity that transfers assets or
liabilities (transferring business entity) shall include
the gains or losses on the transfer in the calculation
of its minimum taxable profit or minimum tax loss. A
business entity that acquires assets and liabilities
(acquiring business entity) shall include the carrying
amounts of the acquired assets and liabilities in the
calculation of its minimum taxable profit or
minimum tax loss based on the accounting
standards applied by the ultimate parent company
in the consolidated financial statements.

. J
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Pillar 2 - Legal advisory fields with Pillar 2 effects

I8

Restructuring within the Group

W

(2) By way of derogation from para. (1), the following
shall apply to the transfer or acquisition of assets and
liabilities as part of a minimum tax reorganization

1. the result from the transfer of assets and liabilities is
not taken into account when calculating the minimum
tax profit or minimum tax loss of the transferring
business unit, and

2. the calculation of the minimum tax profit or minimum
tax loss of the acquiring business unit is based on the
book values of the assets and liabilities of the transferring
business unit at the time of the transfer (book value
continuation).

- J
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Restructuring gains in the Group

§ 41 MinStG

Qualified restructuring income

(1) At the request of the reportable business entity,
qualified reorganization income included in the
minimum taxable income or minimum taxable loss
of a business entity shall be excluded from the
determination of minimum taxable income or
minimum taxable loss.

Data quality/regulations on fines

\_ J

§ 98 MinStG

Paragraph 5 implements the internationally agreed
temporary relief in the event of irregularities and
criminal offenses. Appropriate measures within the
meaning of this provision have been taken, for
example, if corresponding compliance systems have
been established within the Group. If the
requirements of paragraph 5 are met, paragraph 1
does not apply from the outset. Furthermore, in this
case, there is an indication that, with regard to the
general taxation procedure and Part Eight of the
German Fiscal Code, the due diligence required in
dealings has been observed and therefore there can
be no recklessness as a rule.

N J
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Pillar 2 - Impact on M&A transactions

Pillar 2 in the transaction phases
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</

Pre-deal

Determining the scope of Pillar 2

Identification of price-relevant Pillar 2 features
Supplementing the DD questionnaires

Pillar 2 compliance in the past

Setting up and preparing Pillar 2 reporting;
ensuring compliance

Post-deal

Risk limitation in the transaction: via SPA -
purchase price and tax clause or otherwise
Identification of liability-related risks

Procurement and exchange of information

Potential for optimizing the Pillar 2 position
Use of Pillar 2 elections

Fulfillment of tax compliance obligations
Treatment of Post-Closing Reorgs according to
MinStG
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Q&A
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Thank you very

much
for your attention

16



Deloitte Legal

Deloitte Legal 2024

17



Experience the future of law, today
Experience the future of legal advice now

Deloitte Legal, that is

more than @ Lawyers
in Countries

who work closely together
across national borders and together with
other Deloitte business units

We create (added) value

Services from Deloitte Legal

Our three overlapping service areas enable us to advise our clients when and where needed and in the most suitable form to realise their
visions.

Legal Legal Legal

Advisory

Management Managed
Consulting Services

Legal advice Models, concepts and Outsourcing and legal
systems to increase managed services
efficiency

As part of the Deloitte global network, Deloitte Legal works with a wide range of other specialisms to provide multinational legal solutions and globally integrated service:

in harmony
with your company-wide vision

Deloitte Legal 2024

() m
oo

customised {l:r:"l"r‘s technology-supported harmonised
for your business units and branches for improved co-operation and to your regulatory requirements
transparency
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Why might you particularly want to call us?
Given changes in the market and our Deloitte business credentials, we see significant demand for our services in certain areas

Intangibles

... to manage assets —
helping to identify, understand,
protect, develop and exploit
significant data, software
technology, ideas, and IP business

We extend beyond the advisory core of today’s traditional law firms to implement and operate more effective legal solutions for our clients.

Exploring our Deloitte Legal Services

We partner ...

M&A Contracts People

... to grow the business - ... t0 increase control - ... to nurture the workforce -
ensuring end-to-end that helping manage all contractual putting in place robust
acquisitions and disposals are business relationships across the arrangements to attract, motivate
conducted swiftly and seamlessly lifecycle to improve effectiveness and and retain the best talent in a time
while avoiding legal pitfalls ... efficiency ... of growing social expectation and
legal protection ...

... to realise value for our clients.

Business Solutions Built On Legal Excellence




Deloitte Legal has a strong global
presence

It can be very challenging to coordinate a large number
of legal advisors around the world without losing sight of
individual aspects.

As one of the world's leading legal consultancies,
Deloitte Legal helps you overcome challenges and realise
your vision by being your single point of contact for your
global legal needs.

Key

. Deloitte Legal footprint

Deloitte Legal practices

1. Albania 15. Chile

2. Algeria 16. Colombia

3. Argentina 17. CostaRica

4. Australia 18. Croatia

5. Austria 19. Cyprus

6. Azerbaijan 20. Czech Rep.

7. Belgium 21. Dem Rep of Congo
8. Benin 22. Denmark

9. Bosnia 23. Dominican Republic
10. Brazil 24. Ecuador

11. Bulgaria 25. El Salvador

12. Cambodia 26. Equatorial Guinea
13. Cameroon 27. Finland

14. Canada 28. France
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29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.

Gabon
Georgia
Germany
Greece
Guatemala
Honduras
Hong Kong SAR, China
Hungary
Iceland
Indonesia
Ireland
Italy

Ivory Coast
Japan

43.
44,
45.
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.

Kazakhstan
Kosovo
Latvia
Lithuania
Malta
Mexico
Montenegro
Morocco
Myanmar
Netherlands
Nicaragua
Nigeria
Norway
Paraguay

57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.

Peru
Poland
Portugal
Romania
Senegal
Serbia
Singapore
Slovakia
Slovenia
South Africa
Spain
Sweden
Switzerland
Taiwan

71.
72.
73.
74.
75.
76.
77.

Thailand
Tunisia

Turkey

Ukraine
Uruguay

United Kingdom
Venezuela
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Deloitte Legal refers to the legal practices of Deloitte Touche Tohmatsu Limited member firms, their affiliates or partner firms that provide legal services.

This publication contains only general information which is not intended to address the specific circumstances of any particular case and is not intended to form the basis of any commercial or other decision.
Neither Deloitte Legal Rechtsanwaltsgesellschaft mbH nor Deloitte Touche Tohmatsu Limited, its member firms or their affiliates (collectively, the "Deloitte Network") are providing professional advice or
services by means of this publication. None of the member firms of the Deloitte Network is responsible for any loss of any kind suffered by any person in reliance on this publication.

Deloitte refers to Deloitte Touche Tohmatsu Limited ("DTTL"), a private company limited by guarantee, its network of member firms and its affiliates. DTTL and each of its member companies are legally
autonomous and independent. DTTL (also known as "Deloitte Global") does not itself provide any services to clients. A more detailed description of DTTL and its member firms can be found at
www.deloitte.com/de/UeberUns.

Deloitte provides auditing, risk advisory, tax advisory, financial advisory and consulting services to companies and institutions from all sectors of the economy; legal advice is provided in Germany by Deloitte
Legal. With a global network of member firms in more than 150 countries, Deloitte combines outstanding expertise with first-class services and supports clients in solving their complex business challenges.
Making an impact that matters - for Deloitte's approximately 415,000 employees, this is both a shared mission statement and an individual aspiration.
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