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. Economic Update | 1. Germany within the European Union Attractive investment location

GB many - Economic Overview (1/2)

An

KPMG

economy focused on global growth

4th largest global economy by GDP and
largest market in Europe by GDP and
population.

Strong focus on industry and construction
with SMEs being the back bone of the social
market economy and major driving force
behind growth and employment.

Foreign direct investment (FDI) of
920 billion USD in 2018 (6th highest globally)
reflects Germany's powerhouse status.

3rd largest exporter after China and the US
with leading export goods being machinery,
vehicles, chemicals, and equipment.

As an export-oriented country, Germany
benefits from global economic growth and
further liberalization of trade within the EU.
Its specialization in high-technology capital
goods, gives the country a unique
competitive position. It is expected that this
will be challenged by emerging market
manufacturers in the future.

2018 exports reached new record of over

1.5 trillion Euro, an increase of 1,6%.
However, the Eurozone crisis as well as the
slowdown of the Chinese economy represent
a risk to the future development.

Largest Economies by Real GDP, current

prices, 2018 (in billion USD)

UsA I 20.494
Cchina [N 13.608
Japan [ 4971
Germany [ 3.997
UK Il 2825
France [l 2.778
India [l 2.726
ltaly [l 2.074
Brazil [l 1.869
Canada [l 1.709

Source: World Bank, 2019

Germany Foreign Trade of Goods and

Services (In billion EUR, at constant 2010 prices)

2200
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1200 —#— Exports —e&— Imports
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Economist Intelligence Forecasts
Source: EIU, 2019
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Real GDP Growth Rate
(in percent)

05 —@— Euro area —— Germany

Source: IMF 2019 Estimates (May 2019))

Largest Investment Destinations, 2018
(FDI inward stock, in billion USD)

I 7465
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China [ 1890
UK I 1674
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Germany [l 920
Ireland [ 909
France [ 875
Spain [l 648
Mexico [l 491
Russia [l 407

Source: OECD, 2019
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GB many - EConomIc DVerview (/¢

Inflation Rate Unemployment Rate
(Annual change in percent) (In percent)

A strong foundation promotes competitive
advantage

— The weakness of the Euro since mid-2014
will start to feed through to higher import
costs, while robust domestic demand is

expected to put upward pressure on inflation.

— Past labor market reforms contributed to
strong resilience of employment during the
crisis by raising work time flexibility and
reducing structural unemployment, resulting
in a historic low of 3.4% in 2018.

— Cooperative approach of German industry
relations and wage bargaining resulting in an
moderate increase in unit labor costs in
comparison to the rest of the EU.

— Consequently labor productivity constantly
ranks above EU average, thus promoting
competitiveness and attractiveness as a
business location.

2.3

1.8

1.3

—#— Euro area —¢— Germany

0.8

0.3

026 © A ® 9 O N A D o
N N N NN 9O OO
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Source: IMF, 2019 Estimates (May 2019)

Unit Labor Costs
(OECD Base 2010 = 100)
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EU '0pean Union - EConomic Overview

Structural reforms and fiscal discipline to
boost confidence for sustainable growth

— Unique economic and political partnership of
28 member states with 513.4 million citizens.
With an estimated GDP of € 15,877 bn, it is
one of the largest economic regions in the
world.

— Operating as a single market, the EU-28
accounts for around one sixth of the world’s
trade in goods.

— Under the EU's Stability and Growth Pact
(SGP), Euro member states have pledged to
keep deficit and debt below certain limits:
government deficit may not exceed 3% of
GDP, debt may not exceed 60% of GDP.

— The GDP of the euro zone is expected to
grow by 1.5% in 2019 and by 1,7% in 2020.
GDP growth rate in 2018 was 1.9%, all of the
five biggest economies (Germany, France,
UK, Italy and Spain) contributed to this
growth.

— According to the manufacturing purchasing
managers' indices (PMI) published by Markit
in April 2019 the bloc's composite PMI was
51.3 (anything above 50 indicates
expansion).

KPMG

European Union GDP Share by Country, 2018

(100% = € 15,877 bn )

Central Bank Interest Rates
(In percent)
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Gross government debt (as a % of GDP)
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General government net lending/borrowing
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I. Economic Update | 1. Germany within the European Union Attractive investment location

(sermany - Factors or Distinct Competitive Advantage(1/3)

Favourable Geographic : _

— Centrally located in Europe — Germany is a world leader in wind energy, in terms of both installed capacity
and the design and manufacture of turbines. The government plans to build
14 gw of wind turbines off the North Sea and Baltic coasts by 2023, to
provide about 9% of the country’s electricity needs.

— Decentralized geographical
distribution of economic power

— Goal to close all nuclear power stations by 2022.

— Governmental promotion of forward-thinking industries (e.g. solar and
biotech)

— Europe’'s leading patent applicant and a leading global force in high-tech
solutions

— Excellent production standards

— In Innovation performance, Germany scores 8th place in the 2019 European
Innovation Scoreboard (IUS) and 4th in the iit-Indicator ranking (2018)

— According to WEF’s Global Competitiveness Report 2018, German
companies are among the most innovative in the world, Companies spend
heavily on R&D (10th) and can rely on an institutional framework, including
collaboration with universities (4th) and quality of research institutions (4th),
to support their innovation efforts. Innovation is also supported because
companies often operate in niche markets and are located in close
geographical proximity to each other (2nd on cluster development).
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I. Economic Update | 1. Germany within the European Union Attractive investment location

(sermany - Factors or Distinct Competitive Advantade (2/3)

Economic Powerhouse SEE|ES NS Highly Skilled Workforce
Infrastructure

— Leading economy in Europe with — Global logistics hub — Highly motivated, qualified,
robust growth and low inflation conscientious workforce; skilled

. - — Sophisticated energy and
despite Euro crisis P 9y talent pool

communications infrastructure
— Lowest labour cost growth within
EU in the past ten years

— Large domestic market and easy

: . — First-class transportation networks
access to growing markets in the

| 4 EU ensure

eniarge on-time delivery — High labour productivity
o H!ghhly |nd|ufstr|allze|d ar(ljd d'VerS'T'Ed ~ — No. 1 performer in the 2018 World

wit q equja tqcus placed on services Bank's Logistics Performance Index

and production. (LPI) (since 2014), up from rank
— Leadership in building of machines 41in 2012.

and automotive industry — Overall ranked 3th in the World
— “Made in Germany” label stands for Economic Forum (WEF) Global

innovation and excellent quality Competitiveness Report 2018 and

7th for quality of infrastructure,
boasting first-rate facilities across
all modes of transport.

— Credit ratings: AAA (S&P), Aaa
(Moody “s), AAA (Fitch)
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I. Economic Update | 1. Germany within the European Union Attractive investment location

(sermany - Factors or Distinct Competitive Advantage (3/3)

Attractive Business Climate High Standard of Living

— Sound legal and social environment with predictable and reliable political — Modern, tolerant, cosmopolitan
institutions society

— Professionally regulated judiciary and civil service institutions. Secure — Superior health and education
contractual agreements and property strictly protected provision

— Free and open markets — Wide range of sports and

— No restrictions or barriers to currency transfers or capital transactions, real recreation facilities

estate purchases, repatriation of profits, or access to foreign exchanges — Vibrant cultural environment

— Competitive corporate tax at about 30—-33% (including a municipal trade tax
and a solidarity tax)

— The UNCTAD World Investment Report 2017 ranks Germany as the 3rd of
most promising investor home economy for FDI in 2017-2019 and 8th for top
prospective host economies for 2017-2019.

— The WEF Global Competitiveness Report 2018 acknowledges Germany’s
competitiveness strengths, which include high business dynamism (2rd) and an
innovation ecosystem that is conducive to high levels of R&D innovation (4th).
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LEFRRFYIT—N 2. RAYICBIF D REBINEAF

HR{¥(CLZ108 A 1-0%BZ3R(YTHOEUN:
2016 — 2019 (1/4)

BR{EE (G : KAt 124E) RAYER

Kb m I3 Proseat GmbH & Co. KG SEIERIT )>|(,J|I</‘)7|,Ij”5:> =77
"H Terex Cranes Germany GmbH AR YA 1y
NILIR Biofrontera AG ch S LIN=H—-E> 2019
ACCESS NetRange MMH GmbH VIho1r7 I\>TIVY
BBh-R> COBEX HoldCo GmbH TOAthER S J4—ZN-F>
L>d— TRICOR Packaging & Logistics AG JOVT 4R }7(‘1_\/'\. ERA
ggfrie ?22&2?%3?02??&2151 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
KBIAG e e o eberent emoer s ffated wih KPMG nemationsl Cooperaie (PG ntemational). Suss
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. Economic Update | 2. Acquisitions in Germany

J@DHHBSB Acquisitions Exceeding 10 Milon Euro In Germany:
016~ 2018 (1/4)

Japanese Group German Company Industry
- . Automobil Morfelden-
Sekisui Plastics Co., Ltd. Proseat GmbH & Co. KG utomobiles & orfelde
Components Walldorf

Tadano Ltd Terex Cranes Germany GmbH Machinery Zweibricken
Maruho Co., Ltd. Biofrontera AG Pharmaceuticals Leverkusen 2019
ACCESS CO., LTD. NetRange MMH GmbH Software Hamburg
TOKAI CARBON CO., LTD. COBEX HoldCo GmbH Other Material Wiesbaden
Rengo Co., Ltd TRICOR Packaging & Logistics AG Pulp and paper Bad Wadrishofen

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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HR{¥(CLZ108 A 1-0%BZ3R(YTHOEUN:
2016 — 2019 (2/4)

BR{EE (G : KAt 124E) RAYER

IXERE H.C. Starck Tantalum and Niobium GmbH |t =IO
AAL GRS Dws Group Gmbh & Co Kgaa ERIY—-EX V2PN
2018
VI -E23> - TR AUTO1 Group GmbH BE&hEakm N>
e _ P 7=\~
BAIOZTAT JH Ziegler GmbH ;IS NP =N
ARSI
Notes: Announced and Completed
Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

J@DHHBSB Acquisitions Exceeding 10 Milon Euro In Germany
J016-2018(2/4)

Japanese Group German Company Industry
JX Nippon Mining & Metals Corporation H.C. Starck Tantalum and Niobium GmbH | Pharmaceuticals Minchen
Nippon Life Insurance Co Dws Group Gmbh & Co Kgaa Financial Services Frankfurt
Aut bil d 2018
f i utomoDbiles an .
Softbank Vision Fund LP AUTO1 Group GmbH Berlin
Components
. . . Achern-
Teijin Frontier Co Ltd JH Ziegler GmbH Textiles & Apparel
Oberchern
Notes: Announced and Completed
Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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HR{¥(CLZ108 A 1-0%BZ3R(YTHOEUN:
2016 — 2019 (3/4)

BR{EE G : &EXStt1e468) R
BEESHIAF -T1-IXIATN Harmonic Drive AG MR E >IN
INIESYY) Orizon Holding GmbH AMOE TIHRT IV
2017
BHAEE Secop Holding GmbH T ILZTIVI
FJ7A3 OVALO GmbH ZOf IR —BEE >V

Notes: Announced and Completed
Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

J@DHHBSB Acquisitions Exceeding 10 Milon Euro In Germany
016-2019(3/4)

Japanese Group German Company Industry
Godo Kaisha HD Management Harmonic Drive AG Machinery Limburg
Outsourcing Inc. Orizon Holding GmbH Employment Services Augsburg
2017
Nidec Corp. Secop Holding GmbH Machinery Flensburg
Nabatesco Corp. OVALO GmbH Other Energy & Power Limburg
Notes: Announced and Completed
Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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LEZFRRZYIFT—F 2. RAYICBIFBR3EEINENS
HR{TPECLBI0BA1-0%2BZ3RMYTOEYR:
2016 — 2019 (4/4)

BREE CF: kA2t 124E8) RAYiRSE
Bz TH Metabo AG R E ZaATAITY
INFIZW) NVRTTR=IVT42T R Bayer AG-Diabetes Care fEREIEHES - B EEm LIN=H—-t>
oN- Terex Corporation SRS AR IS L
“_ .\ ‘_ o ~
REE TS Hay Holding GmbH BB SR
JZHhzIIA Mobotix AG TFIVT1 - BEIATA G
2016

BARRAYNR=ILT1>I R Bollig & Kemper GmbH & Co. KG £Z vi1%%
DMG#RAEH DMG Mori AG Tt E-LJ1b
VATIARIE Ganymed Pharmaceuticals AG A AFH./0>— NA2Y
BRFIEE T SGL GE Holding GmbH XTU7I NATAT >
CITICO I -TRUMPEEE RS OWP Butendiek GmbH & Co. KG BN J=Z1

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

J@DBHBSB Acquisitions Exceeding 10 Milon Euro In Germany
016-2019(4/4)

Japanese Group German Company Industry
Hitachi Koki Co. Ltd. Metabo AG Machinery Nuertingen
Panasonic Healthcare Holdings Bayer AG-Diabetes Care gﬁsgpgsre Equipment & Leverkusen
Yanmar Co. Ltd Terex Corporation Construction Crailsheim
Musashi Seimitsu Industry Co. Ltd. Hay Holding GmbH Automobile & Components | Bad Sobernheim
Konica Minolta, Inc. Mobotix AG Security & Safety Systems | Langmeil
2016

Nippon Paint Holdings Co., Ltd. Bollig & Kemper GmbH & Co. KG Chemicals Cologne
DMG Mori Co., Ltd. DMG Mori AG Machinery Bielefeld
Astellas Seiyaku K.K. Ganymed Pharmaceuticals AG Biotechnology Mainz
Showa Denko K.K. SGL GE Holding GmbH Materials Meitingen
CITIC Group Corp. and Itochu Corp. | OWP Butendiek GmbH & Co. KG Power Husum

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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FEPECLZ1I08 A 1-0%2BA3R(YTOEYR:

2016 — 2019 (1/4)

hER{ER RAYiEs EEREDE 1P FE
Zhejiang Hailiang Co Ltd Kme Ag-Brass Rods Bus EEMUILEE -

Fuyao Europe Glass Ind Co Ltd SAM Automotive Prdt GmbH-Asts fev) - 2019
Alibaba Group Holding Ltd Konux Gmbh YINITY AN

Zhuzhou Cemented Carbide HPTec GmbH A 5-J1>7IW0

Kaizhong Deutschland GmbH Smk Syse Metall Kunststoff BEE NV T4VI= 29y h

Jiye Auto Parts GmbH Grammer AG BEERUEm 7oIN=5 2018
Zhejiang Tieliu Clutch Co Ltd Geiger Fertigungstechnologie BEE AU M TLyyITILh

Bohai Automotive Sys Co Ltd Trimet Automotive Hidg Gmbh EBRUILZE -

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

GHIHBSB Acquisitions Exceeding 10 Millon Euro In Germany

016~ 2018 (1/4)

Chinese Group

Zhejiang Hailiang Co Ltd

German Company

Kme Ag-Brass Rods Bus

Industry

Metals & Mining

Components

Bohai Automotive Sys Co Ltd

Trimet Automotive Hidg Gmbh

Metals & Mining

Fuyao Europe Glass Ind Co Ltd SAM Automotive Prdt GmbH-Asts Construction Materials - 2019

Alibaba Group Holding Ltd Konux Gmbh Software Munich

Zhuzhou Cemented Carbide HPTec GmbH Machinery Ravensburg

Kaizhong Deutschland GmbH Smk Syse Metall Kunststoff Automobiles & Filderstadt
Components

Jiye Auto Parts GmbH Grammer AG Automobiles & Amberg 2018
Components

Zhejiang Tieliu Clutch Co Ltd Geiger Fertigungstechnologie Automobiles & Pretzfeld

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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2016 — 2019 (2/4)

hERESR RAViES EEDET 1P FE
Creat Group Corporation Biotest AG Lich S RS1474E
Zhengzhou Coal Mining Machinery Group P
Co. Ltd and China Renaissance Capital Robc_art Bosch Starter Motors Generators EEE RS, /“ELUf N=F1>

Holding GmbH g
Investment Inc
Jason Furniture (Hangzhou) Co., Ltd. Rolf Benz AG & Co.KG SHERRUL Sv— FIILR

2018

Tenaclou3 Prospect Investment Ltd Daimler Ag SEJE] SaboyhgILk
Goodix Technology (HK) Co Ltd Commsolid Gmbh VINII7 RLZAT>
Ic\ltl(?gLi)(;) Junsheng Automotive Electronics Quin GmbH S ERUES W=F2 AL
Ningbo Lehuin International Engineering e -
Equipment Co Ltd NSM Packtec GmbH e NIR
Beijing BDStar Navigation Co., Ltd in-tech GmbH Az1=7-23> -ty 2017

PIA Automation Holding GmbH

Preh IMA Automation GmbH

BB

N=h-J1219yb

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

GHIHBSB Acquisiions Exceeding 10 Milon Euro In Germany

J016-2018(2/4)

Chinese Group

Creat Group Corporation

German Company

Biotest AG

Industry

Pharmaceuticals

Dreieich

Zhengzhou Coal Mining Machinery Group
Co. Ltd and China Renaissance Capital
Investment Inc

Robert Bosch Starter Motors Generators
Holding GmbH

Automobile & Components

Schwieberdingen

PIA Automation Holding GmbH

Preh IMA Automation GmbH

Machinery

Bad-Neustadt

Jason Furniture (Hangzhou) Co., Ltd. Rolf Benz AG & Co.KG Consumer & Leisure Nagold
2018
Tenaclou3 Prospect Investment Ltd Daimler Ag automotive Stuttgart
Goodix Technology (HK) Co Ltd Commsolid Gmbh Sotftware Dresden
IC\I:I;gL?(;) Junsheng Automotive Electronics Quin GmbH Automobile & Components |Rutesheim
Nlngbo Lehuin International Engineering NSM Packtec GmbH Machinery Ahaus
Equipment Co Ltd
Beijing BDStar Navigation Co., Ltd in-tech GmbH Communications Garching 2017

Notes: Announced and Completed
Source:

KPMG

Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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2016 — 2019 (3/4)

hER{ER RAYiEs EEREDE 1P

HNA Group Co., Ltd. Flughafen Frankfurt-Hahn GmbH finze N=>

Fuxin Dare Automotive Parts Co. Carcoustics International GmbH B#ERUEm L—I7—9—-t>
ga(rstaoeurg, T,Cpégd CITIC Capital China Formel D GmbH SEJES] ~OAZRILD
Harmony Mingn (Yo PROIOVOHSIC | ooy g AG-Assets T

Chengdu Techcent Environment Co., Ltd. thﬁeigouP PLC & Co. KG —Recycling K-REEHE ~NIW>
o
Changsha Truking Investment Co., Ltd. Romaco Holding GmbH R h=IA—-T
JAP Capital Ltd. Grammer AG BEERUER TIN5
Shenhua Group Corp., Ltd. Manz CIGS Technology GmbH RENIRILF— ilrj\l_t“\y:/l}\
Wus Printed Circuit (Kunshan) Co., Ltd. Schweizer Electronic AG S SECLEN 215NV

FE

2017

Notes: Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

GHIHBSB Acquisitions Exceeding 10 Milon Euro In Germany
016-2019(5/4)

Chinese Group German Company Industry

HNA Group Co., Ltd. Flughafen Frankfurt-Hahn GmbH Aerospace Hahn

Fuxin Dare Automotive Parts Co. Carcoustics International GmbH Automobile & Components | Leverkusen

3 Group Plc and CITIC Capital China Formel D GmbH Automotive Troisdorf

Partners, L.P. a

Harmony Mingxin (Yiwu) Photovoltaic Osram Licht AG-Assets Industrials

Technology Co., Ltd.

Chengdu Techcent Environment Co., Ltd. ALB.A Group PLC & Co. KG — Recycling Water and Waste Berlin
Business Management

Shepyang Blue Silver Industry Automatic DUErr-AG Machinery B!etlghe|m-

Equipment Co., Ltd. Bissingen

Changsha Truking Investment Co., Ltd. Romaco Holding GmbH Pharmaceuticals Karlsruhe

JAP Capital Ltd. Grammer AG Automobiles and Amberg

Components

Shenhua Group Corp., Ltd.

Manz CIGS Technology GmbH

Alternative Energy
Sources

Schwaebisch Hall

Wous Printed Circuit (Kunshan) Co., Ltd.

Schweizer Electronic AG

Semiconductors

Schramberg

2017

Notes: Announced and Completed
Source:

KPMG

Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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2016 — 2019 (4/4)

hEREFR RAYiESR EENE 1P FE
Hainan Shuangcheng Pharm Co Lyomark Pharma GmbH R e AC N7 n.a
Guangzhou CANUDILO Fashion Dirk Bikkembergs IHRUINE FIvEILRILD n.a
Jiangsu Hengli Highpressure HAWE InLine Hydraulik GmbH BB N>

Shenyang Blue Silver Industrial NN

Automation Equipment Co. Ltd. Duerr Ecoclean GmbH T IRT>

IDG Capital Partners Ledvance GmbH I ey

Luye Pharma Group Ltd. Acino AG RUE =—2ZJ)U\

Dalian Energas Investment Co. Ltd. RMG Messtechnik GmbH S JT—=Y){w)\

China Three Gorges Corporation WindMW GmbH IRIF— JLI—-I\-J1>

Anhui Zhongding Sealing Parts Co. Ltd. | AMK Holding GmbH & Co. KG SEEWSINSEER I ;\J\JI;]U b5~

Fujian Grand Chip Investment Fund LP Aixtron SE FE(K NIYA—=5F 25—k

Midea Group Co., Ltd. KUKA AG BEENVBEEESR 7992T I 2016
(L%[Léangzhou Pearl River Piano Group Co. Wihelm Schimmel Pianofortefabrik GmbH | 2238& 739231947

Shimge Pump Industry Group Co., Ltd. WITA Wilhelm Taake GmbH I1-74U71 {/\_ hI-2N\TE
Shangdong Kingenta Ecological . ~—~a

Engineering Co., Ltd. COMPO GmbH & Co. KG =3 1>RA

Shanghai Electric Group Company Limited | Manz AG FtmaxiE O4 ~N>5>

Chengdu Techcent Environment Co. Ltd.  [Bilfinger Water Technologies GmbH =& T=IRIG>

Tianjin Keyvia Electric Co. Ltd Rail Power Systems GmbH B AN

China National Chemical Corporation KraussMaffei Technologies GmbH MR E TN

Notes:  Announced and Completed

Source: Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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. Economic Update | 2. Acquisitions in Germany

GHIHBSB Acquisitions Exceeding 10 Milon Euro In Germany
016- 2019 (4/4)

Chinese Group German Company Industry

Hainan Shuangcheng Pharm Co Lyomark Pharma GmbH Pharmaceuticals Oberhaching n.a
Guangzhou CANUDILO Fashion Dirk Bikkembergs Apparel Retailing Dusseldorf n.a
Jiangsu Hengli Highpressure HAWE InLine Hydraulik GmbH Machinery Berlin

Shenyang Blue Silver Industrial : .

Automation Equipment Co. Ltd. Duerr Ecoclean GmbH Industrials Esslingen

IDG Capital Partners Ledvance GmbH Industrials Garching

Luye Pharma Group Ltd. Acino AG Pharmaceuticals Miesbach

Dalian Energas Investment Co. Ltd. RMG Messtechnik GmbH Industrials Butzbach

China Three Gorges Corporation WindMW GmbH Energy Bremerhaven

Anhui Zhongding Sealing Parts Co. Ltd. AMK Holding GmbH & Co. KG Automobile & Components _I}§|ergrk1he|m unter

Fujian Grand Chip Investment Fund LP Aixtron SE Semiconductors Herzogenrath 2016
Midea Group Co., Ltd. KUKA AG Automobile & Components | Augsburg

Guangzhou Pearl River Piano Group Co.
Ltd.

Wihelm Schimmel Pianofortefabrik GmbH

Consumer & Leisure

Braunschweig

Shimge Pump Industry Group Co., Ltd.

WITA Wilhelm Taake GmbH

Utilities

Bad Oeynhausen

Shangdong Kingenta Ecological

Engineering Co., Ltd., COMPO GmbH & Co. KG Agrochemicals Muenster
Shanghai Electric Group Company Limited | Manz AG Machinery Reutlingen
Chengdu Techcent Environment Co. Ltd. |Bilfinger Water Technologies GmbH Manufacturing Aarbergen
Tianjin Keyvia Electric Co. Ltd Rail Power Systems GmbH Electronics Munich
China National Chemical Corporation KraussMaffei Technologies GmbH Machinery Munich

Notes:
Source:

Announced and Completed

KPMG

Thomson ONE Deals, August 2016, July 2017, July 2018 , August 2019; Merger Markets (August 2016, July 2018, August 2019)
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UVB VIEW

A significant increase in US American protectionism ...

KPMG

Trump pulled the United States out of the Trans-Pacific Partnership
with Japan and 10 other states on his first day in office in January
2017 and has pushed to renegotiate NAFTA with Canada and
Mexico to the new agreement USMCA in October 2018.

The US tariffs rose from 10% up to 25% on $200 billion of Chinese
goods in May 2019.

The US proposes $4 billion in potential additional tariffs over EU
aircraft subsidies on July 1st 2019.

A CNBC analysis of data from the Treasury Department in May
2019 ranks the combined $72 billion in revenue from all the
president’s tariffs as one of the biggest tax increases since 1993.

Japan and the European Union signed a wide-ranging free trade
deal that both sides hope will act as a counterweight to the
protectionist forces unleashed by U.S. President Donald Trump.

In 2018, Trump’s actions combined with already existing tariffs have
resulted in 14.9 percent of US goods imports covered by some form
of trade protection. Trump’s actions alone covered $303.7 billion, or
12.6 percent. Some products are being hit by multiple tariffs. China,
Canada, the European Union, South Korea, and Mexico are the
biggest targets.

. Economic Update | 3. American protectionism vs free trade

.. paves the way for free-trade deal between Japan and the EU

— The pace of the talks between the EU and Japan has increased
after the election of Donald Trump as the president of the US. The
urgency was even greater for Japan after the US pulled out the
Trans-Pacific Partnership, to which Japan was aligned to.

— On July 17th 2018 the prime minister of Japan, Shinzo Abe, and the
president of the European Council, Donald Tusk, signed an
Economic Partnership Agreement (EPA), which creates the world’s
largest open economic area.

— The main elements of the deal include the near elimination of tariffs
on Japanese goods entering the EU, but those applied to EU goods
by Japan will be reduced in a phased manner.

— The deal removes EU tariffs of 10 percent on Japanese cars and 3
percent on most car parts. It would also scrap Japanese duties of
some 30 percent or more on EU cheese and 15 percent on wines,
and secure access to large public tenders in Japan.

— The two leaders also signed a Strategic Partnership Agreement that
aims to promote non-trade co-operation, such as in combating
climate change and data protection.

— The EU and Japan's Economic Partnership Agreement entered into
force on 1 February 2019. EU firms already export over €58bn in
goods and €28bn in services to Japan every year.

.. also drives further EU negotiation on free trade agreements, e.g.
the Free Trade Agreement and Investment Protection Agreement
with Singapore, signed in October 2018 and is now in ratification
process
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UVB VIEW

The impact of Brexit on non-EU companies in UK

KPMG

Following the UK'’s Leave vote on June 23, 2016, negotiations about the
future relationship between the UK and the EU are still lasting.

Additionally, any treaties between the EU and third countries will lose their
validity for the United Kingdom and will need to be renegotiated between
the UK and those countries. This process will take several years, as has
been the case with current negotiations between the EU and Canada
regarding CETA and the USA regarding TTIP.

Traditionally, the UK has been one of the most attractive destinations in the
EU for non-EU companies for establishing a European holding company.
Regarding business activities, headquarters have ranked fourth in non-EU
greenfield investments to the UK since 2003.

However, this will likely change after Brexit, causing a shift in investment
towards the remaining EU member states.

For example, financial institutions will require a subsidiary in an EU
member state in order to operate within the EU after Brexit. Three
Japanese banks (Daiwa Securities, Nomura Holdings and Sumitomo
Mitsui) have already announced they would be moving their European
headquarters or subsidiaries from London to Frankfurt.

Some of the UK’s current advantages might not only disappear, but
actually become disadvantageous:

- The introduction of withholding taxes on dividends, interest, and license
fees may result in higher overall taxation in the UK versus EU member
states, as EU directives that avoid withholding taxes on dividends,
interest and royalties received from EU subsidiaries would no longer be
available.

- Increasing costs for financial services might also put pressure on profits,
while restrictions on the free movement of labor could cause additional
administrative expenditures in terms of managing European operations
and related processes.

Germany: a new hub for Japanese companies in Europe

— The surprise UK vote to leave the EU is said to have limited impact on the

German economy as business expectations among entrepreneurs
remained strong.

More firms are relocating their operations in Germany than ever before: A
record 2,062 foreign companies either set up shop or expanded their
operations in Germany in 2018.

Japanese Firms are especially strong in industrial sectors like machinery,
automotive, and electronics. These sectors have accounted for more than
40% of all Japanese greenfield investments in Germany since 2008.
Moreover, the strength of the German economy lies in the same industries.

Companies require short distances to suppliers and consumers, for which
Germany has the best geographical position infrastructure in Europe.

Japanese corporates hence find an excellent environment of suppliers,
research institutes and skilled workers in Germany.

However, Japanese firms are not rushing to exit the UK. Instead, they are
making limited, defensive moves while they wait for clarity to emerge from
the chaos caused by Brexit. These include relocating headquarters to EU
countries and moving where they legally base financial transactions. When
they know more about critical aspects of the post-Brexit trade and
investment relationship between the UK and the EU they will determine the
pace at which they will shift operations to the EU or back to Japan, or leave
them in the UK.

m‘“’.
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a telephone survey of 529 CFOs of private German subsidiaries of foreign parent corporations.
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(a) Forthe KPMG publication Business Destination Germany 2018 the research institute KANTAR Emnid conducted
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UVB VIEW

LAs a result of Brexit, it is
not only Japanese banks,
but also industrial
companies, that are
looking to Germany with
great interest. This is
because the
conurbations of
Frankfurt, Hamburg,
Munich and Dusseldorf in
particular have well-
developed infrastructures
for Japanese companies,
including Japanese
schools and day care,
and also offer (direct)
flights to Japan. As a
result of the new double
taxation agreement
between Japan and
Germany, which has
been in force since the
beginning of 2017,
Germany has again
become more attractive
as a location, also from a
taxation perspective.”

Jorg Griinenberger

Partner, Head of Country
Practice Japan, KPMG

Notes:

Benefit from the safe haven of Germany

Trump, Brexit and the like — in times of increasing
protectionism, Germany proves itself to be a safe
haven for foreign investors. Two out of three
subsidiaries® assess the current economic
situation as good or very good. 95 per cent of
those questioned intend to invest in Germany over
the next three years.

67% of the subsidiaries assess their current
situation as good or very good.

The largest Japanese community in Europe is
located in Dusseldorf. By now, approximately
1,000 Japanese companies employ approximately
115,000 employees in Germany.

Japanese banks have already announced that they
intend to relocate business areas from London to
Frankfurt/Main as a result of Brexit. Not only more
banks, but also Japanese companies from other
sectors could follow.

(a) Forthe KPMG publication Business Destination Germany 2018 the research institute KANTAR Emnid conducted

a telephone survey of 529 CFOs of private German subsidiaries of foreign parent corporations.

KPMG

Drive digialisation forward

Digitalisation is taking place in Germany. Besides the research
landscape, the excellent infrastructure and highly qualified, specialist
personnel, for example in engineering, also play an important part in
Germany’s leading role. Accordingly, the country forms a key element
in digitalisation strategies for a majority of foreign companies.

67% of the foreign corporations affected by digitalisation view
Germany as playing a central role in the digitalisation of their
companies.

If digitalisation is at least ,somewhat important* for the parent
corporation, what role does Germany as a location play in this
context?

Information in percent (n=398)
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. Economic Update | 6. Start-Up scene in Germany

THB Lermanstart-up scene

Key takeaways

— German Start-Ups with innovative and scalable business ideas
increasingly attract foreign investors

— Investments in German Start-Ups is at an all-time high with a total of
EUR 4.4 billion invested in 2018 and is largely driven by a dramatic
increase of mega-rounds into “Growth Equity” and “Series A”

— Investments are driven by foreign direct investment (FDI) into Germany
over the past year: Investment from the U.S. and Asia alone was EUR
1.8 hillion in 2018 compared to EUR 0.4 billion in 2016.

— The latest data shows that Germany — which overtook France in
2016 to become the No.2 tech hub in Europe after the U.K. —
significantly improving its position in the Start-up solar system.

— Seed and Series A funding rounds in Germany are bigger than in the
U.K., France or the rest of Europe — an indicator of future success
and perhaps a shifting center of gravity to mainland Europe.

— The most popular business models of German Start-Ups focus on
digitalisation: Software services, software development and other
digital services amount for half of top business models.

— Analog business such as stationary trade becomes less appealing
for Start-Ups, which emphasizes the importance of digital economy.

— The main driving forces for high-tech Start-Ups are emerging
technologies such as Artificial Intelligence and Blockchain.

— 31.6% of German Start-Ups operate in the ICT sector, while 9.7%
focus on consumables, 8.5% on health and pharmaceuticals and
5.2% on automobile and logistics.

KPMG

Start-Ups in Germany: A success story
& v G

€4.4bn €106bn

Total investment in Combined value of
German Start-Ups Germany's 28

in 2018 unicorns created
since 2000

€1.8bn

Total investment in

German Start-Ups

from the U.S and
Asia in 2018

€1.7bn

Value of mega-
rounds (over $100m)
in 2018 (more than
double 2017)

Source:  MarketsGermany.com

Top business models

Software as a service 23.8%

14.0%
12.9%

Software development
Other digital services
E-Commerce

Online business

Social networks

Digital business

Sharing
11.4%
10.0%

Hardware
Other analog services
Stationary trade

Other 7.8%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

Analog business

Source:  Deutscher Start-Up Monitor 2018
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KEy drvers and notspoLs

Key drivers for the German Start-up scene 5 German hot spots for Start-Ups

— One driver is technology: The increasing interconnection between
mobile devices and cloud computing enables scalable digital Hamburg (7.2%) =\
business models to expand more easily. Decreasing costs for new
technologies result in further opportunities to focus on high-tech
Start-Ups.

— The solid economic climate, especially in Germany, fosters the Rhine-Ruhr (11.2%)
expansion of a global middle class and multinational corporations,
thus leading to increased demand for digital services. As a result,
high-tech companies have better chances to establish themselves
in new markets.

— To compete globally, the German government is aiming to
proactively foster entrepreneurship and innovation. One initiative is
».go-digital“ by the German ministry of economics
~Bundeswirtschaftsministerium*, which aims to strenghten Start-Up
culture by providing better infrastructure and venture capital.

— While Brexit has already destabilized the U.K.’s dominance in the
sector, the stability of Germany’s political system as a free market
is a cornerstone of the E.U. and facilitates trade and investment
worldwide, enabling upcoming German tech hubs to pick up the
pace.

— Start-Ups are concentrated in 5 hotspots: These are large, globally

connected cities that offer sufficient infrastructure and financing
opportunities, such as Berlin, Hamburg, Stuttgart and Munich

— An exception is the Rhine-Ruhr metropolitan area, which comprises
60 cities, including Dusseldorf, where 380 japanese companies and

A -~

iii& Berlin (15.7%)

Munich (5.9%)

Stuttgart (6.1%)

,»46.1% of Start-Ups in Germany are located in 5 hotspots.“

the 3rd largest japanese community in Europe are located. Source:  Deutscher Start-Up Monitor 2018
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Hnaﬂ@\ng and Partnersnips

Cooperation and raising capital

— In order to prosper and thrive, Start-Ups are reliant on raising a sufficient
amount of capital and entering partnerships that offers knowledge,
improved efficieny and access to potential customers and suppliers. In turn,
established companies are in need to understand and react to market
trends and gain access to new technologies.

— Start-Ups in Germany use a variety of options to receive financing, often
deciding on a hybrid solution by using both equity and debt.

— As shown in the upper right graph, the majority (80.4%) of entrepreneurs
use their own funds for financing. One 3rd of Start-Ups raise capital through
public funds or borrow money from friends and family.

— Business Angels are an attractive source of financing due to their ability not
only to provide capital but also knowledge and connections.

— Venture Capital comprise public investors such as government owned
banks, Private Equity and strategic investors that aim to establish
partnerships with the business they invest in.

— Traditional sources of financing such as bank loans are becoming less
important.

— As seen in the lower right graph, 71% of Start-Ups are engaged in a
partnership. They mainly cooperate with established companies (50%)
mostly due to their longterm and stable planning horizont. Shared R&D and
marketing strategies further emphasize the value of such a partnership.

— Although to a smaller extent, cooperation with other Start-Ups from the
same industry, consulting firms and scientific institutions is sought after.

— While only 5% of Start-Ups are cooperating with accelerators or incubators,
this form of partnership is likely to become a more viable option in the future.

— 29% of Start-Up’s prefer not to cooperate at all.

Common sources of capital for German Start-Ups

Equity financing 80.4%

Public funds
31.3%

Family / friends

Business Angels 21.1%
Cashflow financing 19.5%
Venture Capital 15.3%
Incubators / Accelerators 13.6%
Bank loans 12%
Other 8%
0% 26% 46% 66% 86% 106%

Source: Deutscher Start-Up Monitor 2018

Partnership

Established companies 50.0%

Start-Ups from the same industry 16.0%

Consulting firms 15.0%
Scientific institutions 13.0%
Start-Ups from other industries 11.0%
Strategic investors 11.0%

Public institutions
Accelerators / incubators

No cooperation 29.0%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Source: Start-up-Unternehmen in Deutschland 2018
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D88| Aavisory - Valation und Financlal Due Diigence

Dealing with Start-Ups with new and unique business models can be risky for investors. Therefore, it is crucial to assess all potential risks and

opportunities prior to an investment. With extensive expertise in valuation and Financial Due Diligence, KPMG can provide all services related to a
transaction process.

PRl E O ER R R e A D Gl U=s R KPMG offers all services related to financial and liquidity planning.

company strategy?

— Analysis of business model and integrated financial planning — KPMG supports you with the analysis of key value drivers of the target and creates a
model for financial planning based on the findings.

— Liquidity planning — KPMG creates a short- and mid-term liquidity plan for the implementation of a ,,Cash-culture®.
— Scenario analysis — KPMG evaluates and quantifies potential courses of action to aid in your decision-making process.

Do you know the cost of capital, terminal value and

enterprise value of your target? KPMG offers all services related to the valuation of a company.

— Valuation — KPMG determines the peer group and cost of capital and calculates the enterprise value of your target as a basis for purchase negotiations.

Do you know all key opportunities and risks of the Within the course of a financial Buy-side Due Diligence, KPMG supports you by
transaction? identifying opportunities and risks of a transaction.

— Financial Buy-Side Due Diligence — KPMG processes and analyses all data and information provided by the target and determines potential opportunities,
risks and deal breakers. The core analysis includes adjusted EBITDA, working capital and net debt. This analysis can be used as a basis for the calculation of
a purchase price.

Do you know all the pitfalls of Asset/Share Purchase KPMG supports you with the identification of relevant topics for the purchase
Agreements? contract and purchase agreement.

— APA/SPA Advice — KPMG advises with the design of purchase contract and agreement.
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. Economic Update | 6. Start-Up scene in Germany

KPMG March Maker

Single source solution for business transactions and Private Equity

\/ Independent platform for entrepreneurs, investors and consultants
\/ Conveniently connects relevant market participants
\/ Accelerates the search for business partners for scenarios such as:
— Capital investment/Private Equity
— Business acquisitions/-sales
— Growth financing & expansion of shareholders

1. Register 2. Create asearch 3. Find a partner 4. Get in touch
profile

— Easy access and free to use — the registration process only takes 5 — 10 minutes

— Required documents include, amongst others, personal ID and excerpt of the
commercial register

— While Match maker is only available in German, KPMG can take over the application
process on behalf of the client, if required.

— Matchmaking is ongoing as new matches are continuously created by new registries
— Participants remain anonymous within the database until they are matched.

— KPMG can provide further support during the negotiation process if requested by the
client.

8 O B oM Matchmaker

@ Matchmaker

Gelangen Sie schneller ans Ziel lhrer Suche.
Und bewegen sich dabei sicher auf dem Parkett.
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. Alle Informationen 2.
Matchmaker als PDF

o) Wekhe Informatonen
werden bendtigt?

www.kpmg.de/matchmaker
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II. Audit and Accounting Update | 1. Major differences between IFRS and German GAAP f

Major differences Detween s and German GAAP Lofa

Goodwill

Under the German GAAP, Goodwill is amortised over its expected useful life. Under IFRS, Goodwill is not amortised and an
impairment-test needs to be conducted in accordance with IAS 36, at least on a yearly basis.

Accounting for available-for-sale securities

German GAAP does not contain the classification as available-for-sale securities. Under German GAAP, available-for-sale securities
are classified as either current or non-current in accordance with one-year rule. If classified as long-term asset, the securities are
valued at cost unless an impairment has to be recognized. Under German GAAP for long term assets an impairment has to be
recognized in the profit and loss account and if it is presumably permanent. Under IFRS (IFRS 9), the change in fair value on
available-for-sale securities is basically recognised in other comprehensive income.

Revenue recognition for long-term construction contracts

' . /~ Long-term construction contracts are accounted for generally using the completed contract method under German GAAP. Under
LZ—___| IFRS 15, long-term construction contracts revenue recognition is recorded overtime, if one of the criteria stipulated in IFRS 15.35 (a),

(b) or (c) is fulfilled. The concept and calculation method of revenue recognition over time in accordance with IFRS 15 is superseding
| IAS 11 (Percentage of completion method).

I Inventories

} Under German GAAP, the measurement of inventories is performed at cost or lower value depending on the inventory type
— (replacement value, net realizable value, lower of replacement or net realizable value). Under IFRS, inventories are generally
wm (/] measured at the lower of cost and net realizable value. Under IFRS the LIFO cost formula is not permitted, which is allowed under
| German GAAP.
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Major diiferences between R and German GAAP

2 of 3

|
=

Deferred taxes

Under German GAAP, a deferred tax asset can be recognised only to the extent that it is probable that tax loss carry forwards or
other temporary differences will be utilized against taxable profit for the next five years. Under German GAAP an accounting policy
choice to capitalize deferred tax assets which exceed deferred tax liabilities exists. Deferred tax liabilities, which exceed deferred tax
assets, have to accounted for. Under IFRS, a deferred tax asset shall be recognised to the extent that it is probable that taxable
profit will be available against which tax loss carryforwards can be utilised (generally also on a period of five years). Furthermore, net
deferred tax assets have to be capitalized under IFRS.

i

Pension obligations

Under IFRS, the liability and expenses are measured actuarially using the projected unit credit method. Under German GAAP the
method should be economically reasonable but no specific method is determined (the project unit credit method is a possible
method). The discount rate for German GAAP to calculate pension obligations has to be the historical average market rate of
government bonds published by German Federal Bank. The discount rate is decided under IFRS by reference to a high quality
corporate bond. Under German GAAP, the possibility of deferred recognitions of actuarial gains and losses does not exist. All
changes have to be recorded immediately in profit or loss. Under IFRS, it is also not allowed to delay the recognition of actuarial
differences but the fluctuation of actuarial difference is recorded in Other Comprehensive Income.

»

Non-current provisions

Under German GAAP, a non-current provision is discounted using the average market rate of government bond with a maturity over
the remaining years of the provision published by a German Federal Bank. Under IFRS, a non-current provision is discounted with
the interest rate applicable to the company if the effect of discounting is material.
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Major differences Detween s and German GAAP 2ot

Revaluation gain/loss on foreign currency denominated monetary assets and liabilities

Foreign currency denominated receivables/payables to be settled within one year from the balance sheet date are revalued at the
closing rate and foreign exchange gains/losses are recognised. Long-term foreign currency denominated receivables/payables are in
general not revalued at the closing rate, but only will be revalued in case FX-losses will increase liabilities or will decrease assets.
On the other hand, IFRS generally requires foreign currency revaluation at the closing rate and gains/losses have to be recognised.

Hedge accounting

Under German GAAP, a hedged item and a hedging instrument could be accounted for as a single valuation unit to the portion that

the hedge is effective. The ineffective part of a hedge is not recognised on the financial statements if the ineffectiveness portion is a
gain. A loss is recognised immediately in the income statement. Under IFRS, financial instruments are basically assessed at the fair
value and it is possible to adopt the hedge accounting.

Leases

Lease transactions are classified in general based on the guideline of the tax regulations under German GAAP. Under the new IFRS
16 basically all lease transactions are accounted on balance resulting in a right of use asset and a lease liability. IFRS 16 needs to
be applied for accounting periods starting as of 1 January 2019.

©:

A lot of lease transactions classified as operating lease under German GAAP with limited balance sheet impact contrary to the new
IFRS 16, which will have a significant impact the balance sheet in case of significant lease-transactions.

R
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EXemponTuies regarding consolidated Statutory financia

statementsin Germany (/)
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II. Audit and Accounting Update | 2. Exemption rules regarding consolidated statutory financial statements in Germany

EXemponTuies regarding consolidated Statutory financia
Statements nGermany (2//)

Consolidated financial statements of the shareholder in Japan can exempt the German company

from preparing consolidated financial statements, if the following prerequisites are met:

— The consolidated financial statements of the shareholder in Japan and the audit opinion of the Group auditor in Japan
are translated into German language and are being published by the German company according to the rules in
section 325 et seq. HGB (German Commercial Code) within 12 months after the closing date of the German company
in the electronic register in Germany; Certification of the translation into German language is not required; also
currency translation from the currency used in the consolidated financial statements in Japan to EUR is not required

— The German company is actually included in the consolidated financial statements in Japan

— The German company is not a listed entity. For listed entities the exemption rules are not applicable as per section
291 1l German Commercial Code (HGB)

— The consolidated financial statements in Japan were audited by a member of the Japanese Institute of Certified Public
Accountants (which is a member of IFAC)

— Japanese generally accepted accounting principles are deemed to be equivalent to IFRS for the
purposes of preparing historical financial information

— The fact that the Japanese authorities do not demand any reconciliation accounts for EU issuers
who prepare their financial statements in accordance with IFRS also indicates that there is
equivalence between consolidated financial statements prepared under the two accounting
systems
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II. Audit and Accounting Update | 2. Exemption rules regarding consolidated statutory financial statements in Germany

EXemponTuies regarding consolidated Statutory financia
Statements nGermany (5//)

Further prerequisites (continued from previous slide):

— The notes of the individual financial statements of the German company include the following information:
- Name and seat (“registered office”) of shareholder in Japan that prepares the consolidated financial statements

- Note that the German company makes use of the exemption rule
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II. Audit and Accounting Update | 2. Exemption rules regarding consolidated statutory financial statements in Germany

EXemponTuies regarding consolidated Statutory financia
Statementsin Germany (4//)

The consolidated financial statements in Japan must either include the following information or

itis added in the version that is published in Germany:

— Afair review of the development and performance of the business and of the position of the undertakings included
in the consolidation taken as a whole, together with a description of the principal risks and uncertainties that they
face (including financial and non-financial key performance indicators) and including information relating to
environmental and employee matters; all those information are usually presented in the consolidated management
report (“Konzernlagebericht”) in Germany

— Any important events that have occurred since the end of the financial year (subsequent events)
— Likely future development as a whole for the next two business years
— Activities taken as a whole in the field of research and development

— Financial risk management objectives and policies including the policies for hedging each major type of forecasted
transaction for which hedge accounting is used

— Exposure to price risk, credit risk, liquidity risk and risks from fluctuations in cash flows

— Description of the main features of the Group’s internal control and risk management systems
in relation to the process of preparing consolidated accounts
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II. Audit and Accounting Update | 2. Exemption rules regarding consolidated statutory financial statements in Germany

EXempionTuies regarding consolidated Statutory financia
Statementsin Germeny (o//)

In case the Parent Company is a publicly listed company in Germany the consolidated financial
statements in Japan must in addition either include the following information or it is added in the version

that is published in Germany:

— Key features of the internal control and risk
management system in relation to the group’s
accounting process if the parent company is a
publicly listed company
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II. Audit and Accounting Update | 2. Exemption rules regarding consolidated statutory financial statements in Germany

EXempionTuies regarding consolidated Statutory financia
Statementsin Germany (6//)

Limitations and disadvantages to be considered:

— Consolidated financial statements in Germany can exempt the included German subsidiaries from preparing and
auditing of its individual financial statements (par. 264 sec. 3 HGB). If however no consolidated financial statements are
prepared in Germany the individual financial statements must be prepared and audited. This is only relevant in case of
more than one entity in Germany

— Branches are an integral part of a legal entity and therefore must be ,consolidated” in the individual financial
statements of an entity; the exemption rules only relate to legal entity subsidiaries and thus only to the consolidated
financial statements of a German entity

— Missing information in the consolidated financial statements of the shareholder can be added in the translated version
which is to be filed in Germany. Since that information is sensitive from a Group’s perspective (esp. information
about principal risks and uncertainties) the Group management must be involved

— The content of the translation into German could often not be fully controlled by the Japanese management due to
missing German language skills

— The translation causes additional expenses

— The Group’s management in Japan should consider the impacts from filing its complete group
financial statements and the additional information in the electronic register in Germany in
German language (from a competitor’s as well as from a customer’s perspective)
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II. Audit and Accounting Update | 2. Exemption rules regarding consolidated statutory financial statements in Germany

EXemponTuies regarding consolidated Statutory financia
Statementsin Germany (///)

Support offered by KPMG Germany:

— Assessment whether the prerequisites for the exemption
rules are satisfied; Assessment of additionally required
information

— Providing a written expert report regarding the results of
the assessment

— Translation services into German language

— Assessment of the completeness and correctness of
the translation

— Preparation for electronic filing but not the filing itself
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II. Audit and Accounting Update | 3. Overview of Global Assurance Services —with a focus on Compliance

Hovernance o Assurance - fhe German story

Clients Needs

— Assurance for stakeholders
(e.g. investors, clients)

— Support regarding Compliance,
Ethics, Sustainability

— Documentation

— Transparency

— Efficiency

— Reduction of management risks

— Being top employer

G&A Germany

Locations:

— Hamburg — Essen

— Bremen — Frankfurt

— Hannover — Stuttgart

— Berlin — Mannheim
— Dusseldorf — Nirnberg
— Kaoln — Minchen

1 & ‘ h=
uw 1 u i i S
\ t-k 5 5? t""
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Service Approach

— Huge variety of services
regarding Corporate
Governance

— Innovative solutions
(Benchmarking/ trends)

— Road to assurance: Analysis,
Implementation, Optimization,
Assurance

— Service portfolio following
market and client needs
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II. Audit and Accounting Update | 3. Overview of Global Assurance Services —with a focus on Compliance

| KPMG Glonal Assurance Services core (1/3)

Assurance

Compliance Assurance Internal Audit

— Compliance Management System (“CMS”) — Quality assessment

— Readiness Check — Establishing and transforming Internal Audit functions
— Audit — Data Analytics enabled Internal Audit

— Coaching — Sourcing

— Forensic — Internal Audit

Tax Compliance Assurance Internal Controls Assurance

— Tax CMS — Assurance on internal controls

— Readiness Check — Assurance on risk management systems
— Risk assessment — Assurance on Shared Service Centres
— Implementation — Digital ICS

— Test of design and effectiveness

Sustainability Assurance

— Information System Assessments

— Corporate Responsibility Reporting

— Climate Reporting and Integrated Sustainability Reporting
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II. Audit and Accounting Update | 3. Overview of Global Assurance Services —with a focus on Compliance

| KPMG Global Assurance Services Core (2/3)

Assurance

Shared Service Centre (SSC) Assurance Forensic

— Inventory taking of audit elements — Forensic Investigation

— GAP-analysis — Fraud Risk Management and Remediation
— Best-practice recommendations — Corporate Intelligence

— Readiness Check of ICS environment

— Auditing the implementation and appropriateness at a
certain point in time (Type A/Type 1)

— Auditing the implementation, appropriateness and
effectiveness within a certain period of time (Type
B/Type II) — Data Analytics and Litigation Readiness

CERT GmbH
— Accredited certification and auditing firm of KPMG in
Germany

— Independent from KPMG AG
Wirtschaftsprifungsgesellschaft

— Scope: Energy and Quality Audits or ISO standard
certifications

— Furthermore questions related to management systems
for safety at work, IT security or emission trading.

— Forensic Due Diligence
— Data Protection

— Incident Response, Cyber Crime Investigation and
Digital Evidence Recovery
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II. Audit and Accounting Update | 3. Overview of Global Assurance Services —with a focus on Compliance

| KPMG Global Assurance Services Core (3/3)

Assurance
Risk Management Regulatory & Contractual Assurance
— QuantRM — performance-oriented risk management — Certificates in accordance with German Renewable
— RMBasicplus — design, implementation and optimization Energies Act (EEG)

of risk management systems — Certificates in accordance with German Cogeneration
— Credit Risk — end-to-end process optimization of the Act (KWKG)

credit risk process chain — Certificates in accordance with German Packaging
Ordinance (VerpackVO)

— Assurance on regulations regarding energy sector

Healthcare Assurance

— Modern financial processes and IT-based control and
reporting systems for the healthcare industry

— Transparent Company structure (benchmarking, market
and environment analysis, 821 KHEntgG analysis)

— Reassurance within the complex German health care
system

— Accounting-related auditing and special advisory for the
healthcare industry

— Questions related to hospital planning

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 80
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential



Il BEE -5 7PYIT—b | 3. 90-NI-P31FPS5OAY—EADME -IAVITFATIAICEREYTT

i. KPMG J0—-/)L7>31 750X —EX New

PRELREE (P>217352R)

HaEs FEJ)OIIIMTS1TP5OR

— RHEBOYTSAFI-VICHBIIDHRNEECEITZ 717 — FEBE. JANMNEINCHAREEZ OIS 2L 2RITRELE
IR 1>7770>198, Zi&J0D1I8 I1>2Z70) 70210

“ — T EEAS

— EBIRSTEE=SUS T T B DOERSRT AORIT NOPUESEE

— HAYH &S ITN+-EE

— O-F5 — EU Eff.RILI. Certification of Energy MS and DIN EN

e R 16247(CED W72 2175>0R (B IRILF-J0-EN52

TFIIN-FPSI1TFIVR DEEZS)

— FTIAAT4TTOCRETOI S AICET 721750
— Y=SVIATAT P21V IR

— FTIANC-INRT2I1T7IR

— I2J04V=-03>574>9 - 721750

— JOtAR1=>)

— HARSDFT S -3

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“‘KPMG International”), a Swiss 81
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential



II. Audit and Accounting Update | 3. Overview of Global Assurance Services —with a focus on Compliance

| KPMG Giopal ASsurance services New

Assurance

Social Audit Major Project Assurance

— Assurance on social standards in the Company and its — Internal Audit of projects in infrastructure, construction
supply chain and engineering to prevent cost overruns, cost

— Implementation of management system for monitoring increases and exceeding of deadlines
Compliance Energy Audit

— Quick Scan — Based on EU Eff.RIiLlI. Certification of Energy MS and

— Coaching DIN EN 16247 (e.g. audit of energy flows and balances)

Digital Assurance

— Assurance to digital media processes and programs
— Social Media Assurance

— Digital Sales Assurance

— Employer Branding Assurance

— Process Mining

— Digitialization of guidelines
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| BasIc Components of a Gompiiance Management system (GMS) -
Verview

@ Compliance monitoring and improvement @ Compliance culture

— Monitoring of appropriateness and effectiveness — Awareness of the importance of rules and
— Prerequisite: sufficient documentation willingness to compliant behaviour as basis for

— Reporting of weaknesses and offences CMS appropriateness and effectiveness

. . - — Essential factor: attitude and behaviour of
— Management is responsible for remediation i
. ) o management (,Tone at the Top®)
and sanctions compliance violations

e Compliance communication

— Information of employees involved
(and third parties) on compliance
program and roles/responsibilities

— Determination of reporting lines for

compliance risks and allegations/
indication about offences

e Compliance objectives

— Determination of key CMS
objectives based on corporate goals
as basis for risk assessment

— ldentification of relevant compliance
areas and the related laws &
regulations

e Compliance risks

— ldentification of relevant compliance risks
under consideration of compliance

@ compliance program

— Introduction of policies and procedures
designed to mitigate risks and thus prevent

non-compliance (Risk-based approach, objectives
includes entity-level and process-level — Introduction of systematic procedures for
controls) _ o risk identification and reporting
— Measures in the event of ° Compliance organization
non-compliance — Determination of organization and processes
— Adequate documentation — Definition of roles, responsibilities and reporting lines

— Availability of resources

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential

84



=

H-S25t7vI7-

@E/ 2 %B3

CMSK3&

e —
BANDERNSE
— RAYRE ;B AR T SIS R0
T 2
o 0 REIELTIBERI-OU T OStEEZOMzFRIET 2
EECETEES

— SHRUE=ENSOSHHEMZOMEFRIEI SHEEC
X9 HEEOHIECBIITIER

— UK BIEEETBINEEITAILE (FCPA) REDEF
BITRAR S CECESRM (LS

BIREIHE

— AA-SOBL

— ES{EIZb

— YLFIER
ITh

KPMG

Document Classification: KPMG Confidential

b3.90-NI-P31FP5AY—EADME -IAVITFATPIAICEREHTT

_/707’(1 SAIAIAINS AT (CMS) —

S |

ERADENZE

— [Class Finesl&UTHISN . [FANILLTIEBAI-OMUT
0. SHHRBZOMZRIE S 2EECEINBICTEERILE
EITAOSIE

— AERFIBERETDRDKZIN
— B=ENSOIBEICEISEK

— UKBEUBEERUNBINEBUIT AR LIEE (FCPA) (C&3
s

s

YNE E 101173

— HERRT . EEEREIRVRFBEIOSIIMOSE
HB5DERSH

— BRONEERERIRIT B RN R VRS
J0Z1I M OSEHS ORI

— Ry AvES NI VRS =TI R NI =L,
N=F>=02FoNNI, \DTNIEBREEFETORER
AYINDBECARIEYZ MRE ;

EFRAERT

© 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

85



II. Audit and Accounting Update | 3. Overview of Global Assurance Services —with a focus on Compliance

i Comp
MISSING GV

Legal consequences for persons acting

German criminal law: fines and imprisonment for up
to ten years for bribery in especially serious cases

Fines for corporate organs and others responsible for
supervision in principle up to EUR 1 million

Claims for compensation in damages by company
and third parties against corporate organs and others
responsible for supervision

Imprisonment or fine under special regulations such
as UK Bribery Act and Foreign Corrupt Practices Act
(FCPA)

Collateral damage

Reputational damage
Costs of clarification

Costs of consultants

KPMG

ance Management System (CMs) - Gonseauences of

Legal consequences for companies

Fines for crimes or offences by corporate organs and
others responsible for supervision (known as ‘class
fines’) in principle up to EUR 1 million

Skimming-off profits, seizure, forfeiture
Claims for damages by third parties

Fines under UK Bribery Act and Foreign Corrupt
Practices Act (FCPA)

&S

Exclusion from (public) award of contracts

World Bank: exclusion with regard to direct financial
aid and participation in projects financed by the bank

EBRD (European Bank for Reconstruction and
Development) : exclusion with regard to financial aid
and participation in projects financed by the bank

Germany: almost all West German ‘Lander’ already
have corruption registers, including Hessen, Berlin,
North Rhine-Westphalia, Baden-Wuerttemberg,
Hamburg; no national regulation (yet)
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Hot Topics
New ISO 19600

Extension of legal
areas

Recurring audit
plans

Role of internal
audit

Recent Projects

ance Assurance: Current Trends Compliance (1/2)

Provides guidance for establishing, developing, implementing, evaluating, maintaining and improving an effective
and responsive Compliance Management System

Based on the principles of good governance, proportionality, transparency and sustainability

For a long time, compliance in Germany was largely geared at corruption and anti-trust

Recently, areas like export controls, money laundering, data security and taxes are receiving more attention

Assurance on compliance management systems are always limited to a certain point in time or a period of time. As
such the value of the assurance report significantly decreases over time and a renewal seems to be necessary

Companies are looking for a package to obtain recurring assurance at lower cost and efforts

Internal audit to work together with the external auditor to maximize efficiency in a PS 980 audit

Audit of the Compliance Management System in accordance with Assurance Standard PS 980 for anti-
trust and anti-corruption. The risk assessment (also relevant for the sample selection of local audit) was
based on the internal audit risk assessment for investigations.

Audit of the security management systems for 6 areas (ongoing project) which also included the element

“‘investigation”, and therefore areas of the internal audit work.

Examples for current projects
- Henkel
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Hot Topics

Tax compliance

EU GDPR

Digital
Governance

KPMG

ance Assurance: Current Trends Gompliance (¢/2)

For the first time the German tax administration publicly raised the issue of an internal control system for tax
purposes to ensure tax compliance

To be in accordance with current legal tax requirements a Tax Compliance Management System in accordance to
IDW AsS 980 should be implemented

The GDPR sets out the principles for data management and the rights of the individual, while also imposing fines
that can be revenue-based. GDPR came into effect across the EU on May 25, 2018.

The GDPR sets high governance standards that need to be implemented and enables subsequent tests of
effectiveness

Forensic Technology: Service offer from investigation, processing and structuring to the designation of digital
evidence

Digital Transformation with IBM Watson and KPMG
Risk Consulting 2020: Deployment of global RC solutions in Germany: Keystone, Cyber Security, Third Party Risk

Our Solutions for Sustainability Services and CSR Reporting: Sustainability Assurance, Sustainability Consulting,
Technical Assurance, Management system certifications

Various support and consulting services on strategic and operational challenges regarding CSR Reporting tasks
including governance and management systems and verification of emissions, energy and material flows
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V. J-oUX-a Shortoverview

J-SOX (Naibutousei) Requirements

The Japanese Financial Instruments and Exchange
Law require the following by all listed businesses,
their subsidiaries, their affiliated companies and
their external auditors:

NPNEIEY Wy SN S——— -

Management

— Examination of the effectiveness of ICOFR® at
the end of the fiscal year

— — Establishing a “report on internal control

— system” at group level, which will be attached to
— the annual report

— Annual Auditor

— Statement on adequacy of “the report on
internal control system”

— J-SOXis an unofficial designation, which refers to the
Japanese requirements similar to the Sarbanes-Oxley Act
section 302 (management certification) and section 404
(rating and reporting the IKS in the USA).

— The Financial Instruments and Exchange Law entered into
force in June 2006 and defined the standards for the rating
and examination of internal control over financial reporting.

Notes: (a) 24-4-4: Internal Control over Financial Reporting; 24-4-22: Disclosure controls and procedures
(b) ICOFR — internal control over financial reporting
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V. Implementation requrements of an Internal Control System

Framework of internal control Evaluation of the . .
. Effectiveness review
system effectiveness

— The control framework is given | — The approach to the — Indirect reporting
in the standards effectiveness assessment of | __ standards for evaluation
— Classification differences the ICS over financial and audit are set by the
within COSO®: rizpo(;tlng is specified in the corporate management
, standards . .

- ‘Protection of the assets’ has _ — Practical guidance no.82 for
been added to the control — Risk-based Top-Down- the examination of the
objective Approach internal control system over

- “The opinion of the IT’ has financial reporting (JICPA)

been added to the elements

— The management board — The supervisory board bears | — Controls on financial
indirectly bears responsibility direct responsibility for reporting are considered in
for the establishment of an monitoring the effectiveness the Financial Statement
Internal Control System (8107 (8107 AktG/5.) Audit
AKIG/S.) — No specifications regarding | — Elements of RMS and ICS

— No specifications regarding the the implementation — self- over financial reporting are
implementation — COSO is assessment and reporting considered in the
frequently used in practice are often introduced to the management report (8 289

management board and Abs. 5 HGB)

supervisory board

Notes: (a) COSO: Committee of Sponsoring Organizations of the Treadway Commission
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Il. Audit and Accounting Update | 4. Statutory audit requirement in Germany

Statutory audit requirement inGermany

Overview of thresholds post-BilRUG

Threshold values for balance sheet totals and sales revenues in § 267 HGB and 8§ 293 HGB were raised due to the transformation of an EU
Accounting Directive into German law (referred to as BilRUG). Mandatory application of the new thresholds is effective for fiscal years starting after
31 December 2015.

Individual financial statements

If at least two of the following criteria apply for two consecutive financial statement dates.

Small KapG Medium-Sized kapG Large KapG

Sales Revenues in m EUR <12.00 <40.00 > 40.00
Balance Sheet total in m EUR <6.00 <20.00 > 20.00
Employees <50 <250 > 250
Statutory Audit Requirement (8 316ff. HGB) No Yes Yes

Consolidation Financial Statements

Obligation to produce consolidated financial statements and management report for Parent companies, if on the closing date and on the previous

closing date 2 of the 3 following criteria have been fulfilled.

Balance Sheet Total in Sales Revenues in Emplovees
m EUR m EUR ploy

Not Consolidated > 24.00 > 48.00 >250
Consolidated > 20.00 > 40.00 > 250

And the consolidated financial statements should be audited. However there are exemption rules for the consolidation statutory financial statements
preparation in §291, 292. HGB.
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1. Tax Incentive R&D

Transferpricing & Tax Audit
update

3. —Taxenvironment for E-Mobility

4. Real Estate Transfer Tax (RETT)%
Update & Changes to RETT
Blocker in Share Deals

5. DACSG6 Notification Duties for
“Tax Structuring”
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lll. Tax Update | 1. Tax Incentive R&D

Jraltbilfor Ral) TaxIncentives

Research Allowances Act

(Draft Bill of 22. May 2019/upper house lectures & approval pending as of the date of this report)

Ambition

Eligible
companies

R&D projects
covered

R&D cost basis
for tax
incentives

Improving the attractiveness of Germany as investment location
Enhancing existing direct R&D subsidies & grants by tax incentives

Taxpayers in Germany irrespective of size and profitability
However: Originally focus on SME companies/start-up

Basic R&D, experimental R&D as well as project R&D
Only R&D activities that commence AFTER the law is enacted

Eligible are tax deductible wages and employee grants in connection with the
R&D project
Maximium 2 Mio. EUR calculation basis per fiscal year (FY)

Tax incentive/cash grant: 25% of the calculation basis x 1.2, but limited up to
maximum 500.000 EUR per FY

Precondition: Application for tax incentive (i.e. not automatically granted within
the course of Corporate Income Tax Declaration assessment)
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Ill. Tax Update | 2. Transferpricing & Tax Audit update

Management of German 1ax AuclS |
LUITeNt cases a experiences Irom German tax audits

Hot topics in German tax audits

Uselessness of Pressure build-up by the Losses at subsidiaries
documentation as trigger for tax audit (see following (especially routine
estimation (e.g. due to lack page re. international companies, such as
of budget info, incomplete environment) LRD in Germany/EU of
branch accounting etc.; see multinational JP

next slide) groups)

(Re-) classification of Trademark license/ Restructuring/
companies in light of R&F franchise relocation of functions

profile, profit situation and
total value attribution
(expect more international
information exchange; see
below)

Services/cost Notional
allocations (see below transactions
Excurse on CCAa)
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Ill. Tax Update | 2. Transferpricing & Tax Audit update

Management of German 1ax AuclS

eneral TP trends we See in Germany I tax audits

Renaissance of the
(global/total) Value
Chain Analysis:
Need to provide
more information
than in the past

Tax authorities want
to look at the ‘big
picture’ of the whole
value chain of a
business, not just the
specific transactions
of a legal entity

There is a greater
focus on people
substance/activities
(including asset and
risk management
activities) when
assessing value
contributed per
location

Emphasis on budget
planning and profit
outcomes being
closely aligned to
value creation ...
capturing the updated
IP and Risk
descriptions of how to
think about value

Especially for (foreign)
Branches:
Establish separate accounting

for tax purposes and determine
allocation parameter

Explain budgeting and IC
discount principles in TP
Documentation
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Ill. Tax Update | 2. Transferpricing & Tax Audit update

Management of German Tax Audis -
The International transfer pricing environment is Intensifying

Globalized value chains with complex cross-border business relationships meet ...

High public
awareness and
increase in
corresponding
regulations (local,
OECD, EU, UN)

Increasingly
IT-supported
analyses (data
access, e-balance
sheet, CbCR, ...

Increasing
number,
experience and
gualifications of
tax auditors

Increasing pressure on
results (aggravated by
financial/economic
crises etc.), which
makes it more difficult
to reach agreements

Increasing
exchange of
information
between tax
administrations
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lll. Tax Update | 2. Transferpricing & Tax Audit update

Management of German 1ax AuclS
0SSes I routine companies (1/2)

Losses in routine companies

— Is it arm’s length if routine companies suffer operating losses in economic stress situations?

— If losses are only incurred in one segment (sales), but service is a complementary sales activity, it may be necessary to
combine these two segments.

— Losses might be arm’s length, if
- Losses are compensated in the long run (Tz 1.131, OECD-RL 2017/OECD Guidelines)
- Agreement that losses will be born, but later profits will be planned
- Consideration of a total profit over a foreseeable period of time

- "Adecent and conscientious manager will [...] expect a reasonable overall profit [...] within a reasonable time [...]"
BFH v. 17.02.1993 - | R 3/92, BStBI. 11 1993, p. 45

- According to the relevant literature, the foreseeable period is between three and five years. A multi-year analysis can
be useful both internationally and nationally, VG procedure (para. 3.4.12.9) and OECD Directive 2017 (para. 3.75).

— Analysis of budgeted results (paragraph 3.69 ff., OECD RL 2017)
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[ransier Pricing In Turouient imes
|0SSES I routine companies (/)

Recommendations for action
Drafting of contracts Review Benchmarking Further tax aspects

— Do the agreements provide
sufficient flexibility to react to crisis
years? For example through

- Possibilities to adapt agreed
terms in the event of a
substantial change in the
economic framework

- retrospective year-end
adjustments

- Compensation only under
certain conditions

- Sufficiently flexible price
adjustments

- Clear delimitation of the
responsibilities of the transaction

partners
A
®
»

— The specific market situation may
lead to the need to adapt the
database analysis in order to
obtain comparability:

- Removal of companies not
affected by market
developments

- Update financial data to reduce
time difference between
reference values and period
under review

- Financial data from last
economic stress situation (e.g.
10 years back)

- Adjustment of financial
comparative data with the help

of regression .

— Timely documentation of taking
actions

— Documentation of price
determination
(sec. 4 (4) GAufzV) or positive
planning

— APAs and agreement with tax
authorities might restrict the range
of actions

— Management of loss carry forward
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Ill. Tax Update | 2. Transferpricing & Tax Audit update

Iransier Pricing In the era o Information Iransparency
Automatic Information exchande

Mandatory Disclosure of Tax Arrangements Transfer Price-Relevant Structures

— Draft law of 30 January 2019 implementing the EU Directive Indicator acc.
2018/882 EU (DAC 6) for taxpayers with tax residence in § 138e AO-E
Germany
— Aim of early identification of legal but undesirable tax Transfer of
arrangements intangible
o ) ] ] ] assets that are
— Intermediaries are subject to reporting requirements, i.e. hard to value
"where a cross-border tax scheme is marketed for third parties, Use of safe-
designed, organised or made available for use by third parties harbour rules
or where its !mplementatlon IS managed_ for_thlrd parties” Relocation of
(however, this does not apply to the liquidation or defence of functions with
any tax schemes). EBIT effect
This affects tax advisors, financial servi iders, but al Transfer of 0%
— This affects tax advisors, financial service providers, but also assets with Ean T
group companies with a tax department. different to low tax

valuation jurisdictions

— Transfer of the obligation to notify to users in the event of the E———

intermediary's obligation of confidentiality
— Existence of certain characteristics for the qualification as l N ,
"design®
— Some indicators already subject to notification requirements

— Other characteristics must also fulfil the so-called "Main Benefit
Test" in order to qualify as subject to averaging (i.e. the main f’f Also domestic German facts notifiable
advantage of the design is tax-related).

Without Main Benefit Test With Main Benefit Test

according to draft law
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Ill. Tax Update | 2. Transferpricing & Tax Audit update

PO0|/Cost Contribution Agreements (CCAS)
UECD Guideines

Requirements for CCA Arm'‘s length compensation

According to Chapter VIl of the OECD-GL 2017, ®\ Low Value Service CCA s
 E

participants in a CCA can only be those who oD — Allocation of contributions to costs OEED
1. Can expect benefits from shared usage, (without profit mark-up)

2. Can expect immediate benefits from CCA activity, — Ciriteria: generated benefit

3. Shares ownership or usage rights as well as risks with — Examples: IT, Legal, HR

the other participants, Development CCA

4. Has decision-making authority with regard to the
assumption or rejection of risk and actually exercises
this authority,

— Allocation of all (incl. past) contributions made at market
prices

. . i — Ciiteria: Share in future benefits
5. Has the financial resources to assume risks.

— Examples: Research & Development, Marketing

N\ _/
~

Differentiation between of service/group allocations (cf. Chapter VII. OECD-GL 2017)
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Ill. Tax Update | 2. Transferpricing & Tax Audit update

PO0l/Cost Contribution Agreements (CCAS)
mplementation

Administrative principles dated 05 July 2018
— Revocation of the administrative principles on cost allocation agreements dated 31 December 1999 (BStBI. | p.
1122) with effect as of 31 December 2018

— Pool allocations may no longer only be settled at cost (without profit surcharge).

— Transitory period until 31 December 2019 for existing cost allocation agreements.

Examine need for action

Example for calculation of compensation/adjustment payments (Development CCA):

— Identification of the expected benefit for the

companies IP Usage: 50% IP Usage: 50%
— Calculation of the corresponding target « EEEEEE. R&D EEEEEENN
share of contributions Pool E——
ABC GmbH R&D contrlbuuon R&D contribution:

— Calculation of the compensation paid by

ABC B.V. to ABC GmbH | 1 Mio. € 0.5 Mio. €

Compensation payment: 0.25 Mio. €

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 116
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential



. MEFYIT—N 2. BEMIGEHRERABTTYIT—H

ZBNEAICH T DI ER{TAS

— NA T ADIHIFIZADHER

— ZEFEICERTEIIN-TOBE . BB EMAEEFZSE (TNMM) (CEDVTERSTSAIEZEIO> MO—)LENTW3, JME8h5
DEEFHZEDIZE(CLD, EBITKECHBVTHMECEZEL TV, EBTKECHBVWTIEBEINFEETEEN DD, CDIE(E. BiFsH
B(CTHEZFE(CHPI O RER> TS,

BAEER

1.BE®REOBRHMRICET SRR 2G| DER
— [RALT, ERSHTOHEEFFRRNICERICERAZEOREZ — [—REBCEDEE S| BERERENBIFNIERS RV, IFIRDEIDCER
BACENTES, IBFH v. 05.0 2.1992, | R 127/90, BStBI.Il 1992, (CRET 3387 R B2 E3EREHLUE1EEE 16 ff. OECD 2017&EHA
S. 532-537; BFH v. 08.12.1997, GrS.1-2/95, BStBI.Il 1998, S. RS51>

193-200
— ICAMEESTIEOE AR SEREAL TED, BICHIRE 3. Flz 2Rk

RELTWS. (B 1 RAYVEABUESE8ak. R VYATSHUASE4hSE.
RAYPRISHESRA S8 4IRRE(CED<HIFFIFHIRR) — [EITEKERLNMEINR=Sv—(& [..] . RIENAHEEAKC [.]
BIENREAFIENHZE [...] T8I 3, BFH V. 17.02.1993 - IR
3/92, BStBI.Il 1993, p. 45
— BEENERCLDE. [FRIRTRRIREART 1 £(&3~58FLEN 5, EDIzH.
EFR - ENOEEEFEDTHMERITHS. VG procedure (3.4.12.9E%
&) and OECD 20174H4 R34 (3.75E8%).

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 117
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential



Ill. Tax Update | 2. Transferpricing & Tax Audit update

Iransier Pricing In Turouient imes
Jelence of anegatve ebl

Background

In international groups, sales companies are often controlled using the transactional net margin method ("TNMM").
Depending on the degree of debt financing, it may happen that a routine company reports a low but stable margin at the
EBIT level but a loss at the EBT level. This is often criticised in the context of tax audits.

Defence strategies

2. Transactional consideration

1. Principle of freedom of financing

— “In principle, the shareholders of a corporation can choose the — "Records must generally be prepared for each business
form of financing freely”, BFH v. 05.0 2.1992, | R 127/90, BStBI. transaction", § 2 para. 3 GAufzV & para. 1.16 ff. OECD
111992, S. 532-537; BFH v. 08.12.1997, GrS. 1-2/95, BStBI. Il Guidelines 2017

1998, S. 193-200
— The legislature has the option of restricting the financing 3. Total profit period
freedom and has already done so, e.g. interest barrier in
accordance with § 8a KSIG, § 4h ESIG, § 4 (4) ESt — "A decent and conscientious manager will [...] expect a

reasonable overall profit [...] within a reasonable time [...]', BFH
v. 17.02.1993 - | R 3/92, BStBI. 11 1993, p. 45

— According to the relevant literature, the foreseeable period is
between three and five years. Both internationally and nationally,
a multi-year analysis can be useful, VG procedure (para.
3.4.12.9) and OECD Guidelines 2017 (para. 3.75).
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lll. Tax Update | 3. Tax environment for E-Mobility

Tax environment for E-Mobiity {1/2)

Ministerial draft bill for an ,,Act on further fiscal incentives for electric mobility and on the amendment of further

tax provisions* published on 8 May 2019

— The Act is intended to introduce in particular further fiscal incentives for electric mobility (e-mobility).

— Overview of the most important fiscal incentives for e-mobility:

Fiscal incentives Timing

Special depreciation allowance for e-delivery vehicles:
A 50% first-year special depreciation allowance can be claimed for certain new purely electric

delivery vehicles.

Applicable to purchases
between 2020 and 2030.

Company car taxation:

The regulations regarding the tax privileged usage of electric and plug-in-hybrid company
vehicles (assessment basis is halved) shall be extended beyond 31 December 2021.

A prerequisite is that either
1) the vehicle's emission of carbon dioxide does not exceed 50 grams per kilometer driven, or

i) the range of the vehicle, by exclusively using the electric engine, amounts to 60 km (for
purchases between 2022 and 2024) or 80km (for purchases between 2025 and 2030).

Two-step extension for
purchases between
2022 — 2024 and for
purchases between
2025 - 2030.
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lll. Tax Update | 3. Tax environment for E-Mobility

lax environment for E-Mobilty (2/2)

Ministerial draft bill for an ,,Act on further fiscal incentives for electric mobility and on the amendment of further

tax provisions* published on 8 May 2019

— Overview of the most important fiscal incentives for e-mobility (continued):

Fiscal incentives Timing

Electric charging and loading devices:
Extension of the tax exemption for benefits, granted by the employer, for

i) the electric charging of an electric or plug-in-hybrid vehicle on the premises of the employer
or an affiliated enterprise, as well as for

i) the temporary transfer of the company loading device to the employee, and

iii) the possibility of a flat-rate wage taxation on the gratuitous or discounted transfer of
ownership in a loading device to the employee.

Each of these benefits
shall be extended until

the end of 2030 (so far:

2020).

Trade tax add-back of rents for electric cars and bicyles

For trade tax purposes, 5% of the rental expenses (including leasing rates) for the use of
movable assets, owned by another person, are added back to the trade tax base (resulting in
an effective trade tax burden of approx. 0.8% of such expenses).

In the case of the rental of an electric or hybrid vehicle, the trade tax add-back shall be halved
if certain requirements regarding carbon dioxide emissions and/ or range are met.

For rental agreements
concluded after 31
December 2019 until
assessment period
2030.
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lll. Tax Update | 4. Real Estate Transfer Tax (RETT) Update & Changes to RETT Blocker in Share Deals

Enforcement of stricter (German) Redl EState Transfer Tax (RETT)
exemptionTuies

Main Changes Effectiveness KPMG Comment

1. Reduction of Threshold of share — Applied on any RETT relevant — No Escape Rules currently
participation from 95% to 90% restructurings, M&A, planned, i.e. no specific Group
according to 8 1 GrEStG, so that reorganizations, etc. that are Escape (8 6a GrEStG)
RET_TdBIoctkIer Sttrlu(;:g/urehs neﬁdk;(_) effected after 31. December 2019 — Need to establish long lasting
consider at leas o sharehoiding —__ However, holding periods may RETT-Blocker-Structures (“Anker-

2. Extension of minimum need to be checked also for Investors”)
shareholding periods for RETT previous years in order to apply T - .

. ) — To check holding periods and draw
Blocker from 5 to 10 years and in exemption after 10 or 15 years gp

attention in particular to planned

some cases even up to 15 years reorganizations

(8 1 Abs. 2a, 88 5 Abs. 3, § 6 Abs.
3 Satz 2, § 7 Abs. 3 GrEStG-E)
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lll. Tax Update | 5. DAC6 Notification Duties for ,, Tax Structuring”

Preparation of thelegally compliant and efficient feasioilty of possioie
Bporting requrements

Initial situation

— Council Directive (EU) 2018/822 concerning the requirement to report cross-border tax arrangements came into force
on 25 June 2018. European member states must transpose the directive into national law by 31 December 2019.

— The German legislature most recently presented a draft concept dated 30 January 2019 for implementing DAC 6 into
German law. This proposes that the implementation — together with a reporting requirement for national tax structures —
be carried out by extending section 138 ff. of the Abgabenordnung (AO — German Fiscal Code), among other things.

— The directive will be implemented in parallel in other EU member states, where it seems uncertain at the moment
whether the implementation will feature the same content as in Germany.

— Aot of application issues are currently still open
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lll. Tax Update | 5. DAC6 Notification Duties for ,, Tax Structuring”

[Neretroactive reporting requrement under DAG 6 also concerns [ax
drrangements that are areacy Implermented from 2o June 2016 onwards

Requirement for retroactive recording of tax

arrangements that are implemented from 25 June 2018

onwards
21 June 2017 25 June 2018 1 July 2020 31 October 2020
Dratft directive of the Entry into force of DAC 6 Initial application in the Exchange of information
Commission (was published on 5 June 2018) member states between the member states

25 May 2018 31 December 2019 31 August 2020
Adoption of the amended draft Implementation of DAC 6 in national Subsequent reporting of all cross-border
directive by ECOFIN law of the member states arrangements that are implemented after

DAC 6 comes into force

— Implementation of the disclosure obligations for cross-border tax arrangements in German law:
unpublished discussion draft of the Federal Ministry of Finance (BMF): “Draft bill on the introduction of a
requirement to communicate tax arrangements” of 11 September 2018 (“AO-E UmsG”)

— Non-coordinated draft bill on the introduction of a requirement to communicate tax arrangements last amended
on 30 January 2019, which, in addition to the requirement to communicate cross-border tax arrangements, now
also includes an obligation to disclose national tax structures based on the DAC.
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lll. Tax Update | 5. DAC6 Notification Duties for ,, Tax Structuring”

Helerogeneous Impiementation of DACBIN the 26 EU member States
extract romthe 'DAG & KPMG Country Reports by way of exampie)

KPMG DAC 6 Country Reports (2 July 2019)

— Austria: draft legislation expected summer 2019. Limited to cross-border and direct taxes. Legal
professional privileges upheld, however, advisors may still file information on reportable cross-
border arrangements if they are authorized by their clients. Penalty could be up to EUR 50,000.

— Czech Republic: In May 2019, the Czech Ministry of Finance issued the second version of the
DAC6 implementation bill. Mostly 1:1 implementation of DAC6; legal professional privilege
applies.

— Finland: draft DACS6 bill published for consultation. The major part of the draft mirrors the Directive.

— France: first draft circulated for comments (March 2019). The major part of the draft mirrors the
Directive.

— Germany: official legislative process has not started, but two unofficial drafts were under
discussion. A revised draft bill was (unofficially) presented by the German legislator on 30
January 2019. This third draft bill includes a reporting obligation for domestic arrangements.
Penalty up to EUR 25,000 for incomplete or late reporting is being considered.

— ltaly: draft law: Administrative penalty ranging from EUR 2,000 to EUR 21,000. The cross-
border arrangement is to be considered as reportable even when the tax benefit arises in a
third state, if effective exchange of information with Italy and provided that at least one of the
participants is resident in Italy.

— Netherlands: public consultation on draft law January 2019 — bill expected July 2019. Up to
intermediary to decide on ‘potential’ aggressive arrangements (avoidance of double taxation
not reportable). The firm, not the individual advisor, has reporting obligation.

— Poland: MDRs apply as of 1 January 2019. Significantly broader scope (includes domestic -
arrangements and VAT). Criminal penalty for failure to report or inform the taxpayer of up to
approx. EUR 4.6 million. Discussions on implementation guidelines ongoing. -

1:1 implementation closely following directive

Approach still to be established

— Portugal: draft DACS6 bill published for consultation. Scope to be expanded to certain domestic

arrangements, including those related to VAT. Expanded scope, e.g. including domestic
— Spain: First draft regulations for the implementation of the DAC6 Directive were made public on arrangements, additional taxes
20 June 20 2019 for public observations, prior to the legislative adoption. The major part of the

draft mirrors the Directive.
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HOZR=HF =TS NIEZHITIH

Section 138d AO-E Section 138d(2) no. 3 AO-E Section 138d(2) no. 2 AO-E

——-»

EUIESMIEEIVICEEEHDIERDSSB1DTHHETEES
Section 138d AO-E

Section 138e AO-E H + MB test C E E

Section 138e(1) AO-E Section 138d(3) AO-E Section 138e(2) AO-E

JRANELUTHRNMEMNRERFZEBLTHD, MiiE (Y-EXFAE) HRmN8
EHZEOTWS. (NENTIUEBZEIZHERE) RERBOEEZE
BT B HDFFRI BBHIFMRENEZIFEN TS,

Section 138d(1) AO-E
Section 138d(5), (6) AO-E
Section 138f(6) AO-E

> REFRCEIAEENAEAL-LETERE (RMYCAIEEE | IR0
REEFER OB, BA25,0000-0) 3. BISER(LE. LM TR
BRI S B A A BB B L T, SREANBIEE R,
Section 138f AO-E
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lll. Tax Update | 5. DAC6 Notification Duties for ,, Tax Structuring”

UAC G provides for afour-Stade examination of the reporting requrerment, which can
currently aiso be found inthe German implementation proposd (Sections 136 11 AJ)

Arrangement cross-border

Section 138d(2) no. 3 AO-E Section 138d(2) no. 2 AO-E

minimum of 1 hallmark pursuant to Annex IV of the directive

Section 138d AO-E

Section 138e AO-E H + MB test C E E

Section 138e(1) AO-E Section 138d(3) AO-E Section 138e(2) AO-E

The reporting obligation in principle has to be fulfilled by the intermediary,
subsidiarily by the taxpayer (user). Special rules and exemptions (e.g. for
Section 1380(1) AO-E people subject to professional secrecy) for avoiding multiple reporting may

Section 138d(5), (6) AO-E apply.
Section 138f(6) AO-E

-—--> Application rules for reporting as well as penalties (currently for Germany:
maximum of EUR 25,000 for a breach of the future reporting obligation) are
subject to the final implementing laws and necessary administration
regulations on the specification of the procedure in more detail

Reporting procedure

Section 138f AO-E
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lll. Tax Update | 5. DAC6 Notification Duties for ,, Tax Structuring”

UAC G 0efines (e opjective reporting oblgation based on acataogue of halmarks
(ogether with the manenefit test

Reporting obligation: minimum of 1 hallmark pursuant to Annex IV

Main benefit test (“MB test”) of the directive

is regarded as satisfied if one of the main benefits of a model -
# is the obtaining of a tax advantage. H + MB test © b =
Generic hallmarks Specific hallmarks Specific hallmarks

(fulfilment of the MB test required) (fulfilment of the MB test required) (fulfilment of the MB test not required)

— Taxpayer bound by a non- — Arrangement aimed at losses for tax — Deductible cross-border payments where
disclosure/confidentiality clause purposes for example the recipient is not resident

— Remuneration of the intermediary is — Conversion of income into assets or for tax purposesfis resident for tax
linked to the tax advantage revenue taxed at a lower level purposes in a non-cooperative state

— Standardised structure can be used for — Arrangement using circular transactions — Relief under a double taxation agreement
more than one taxpayer for non-tax purpose is asserted in more than one country

— Circumvention of the AEOI (automatic
exchange of information)/concealment of
the beneficial owner

— Deductible cross-border payments where
recipient is taxed at 0%/almost 0% or
there is another tax exemption or
preferential tax regime — Specific hallmarks concerning transfer

pricing

Section 138e(1) no. 1, 2 AO-E Section 138e(1) no. 3 AO-E Section 138e(2) AO-E

To assess the reporting obligation in accordance with the Directive, the catalogue of hallmarks is used, which it is important to check, together
with the main benefit test, in terms of whether a tax advantage is obtained as a result of the arrangement. The German implementation proposal is

also based on predefined hallmarks both for cross-border reporting facts and — clearly more narrowly — for national structures. Vague legal
concepts complicate the applicability of these hallmarks in the individual case.
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lll. Tax Update | 5. DAC6 Notification Duties for ,, Tax Structuring”

[Ne expanded reporting pigations present consultants and companies With a large
number of challenges (1/3)

Management of the security and cross-border complexity

The — where applicable, heterogeneous — implementation in national legal systems of
the EU states has not yet been carried out, relevant administrative opinions will
possibly be issued only when reports actually have to be submitted.

Availability of reportable information

Reportable data is not automatically available in systems (e.g. value of the
arrangement, national regulations, etc.).

CﬂalleﬂgeS Definition of responsibilities

Location of the responsibility between tax, compliance and business units

Scope and hierarchy of the reporting obligations

Identification and continual monitoring of reportable arrangements — this also
applies if the companies do not themselves have to submit the reporting.

Efficiency of the implementation

Tension between business, customer reputation and penalties
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[Ne expanded reporting opigations present consultants and companies With a large
number of challenges (2/3)

Impact analysis Organisation of the reporting process Communication
> > >
J 4 §
DAC
Kick-off Analysis Implementation  Establishment of a DAC 6 Training
workshops concept reporting process instructions
— Kick-off meeting to — Impact analysis — Implementation — Establishment of a — Support for the — Training documents
analyse the workshops according concept and plan for (potentially tool- creation of DAC 6 on topics relevant to
relevance of potential to the result of kick- company-specific supported) reporting instructions (if DAC 6 and on
case arrangements off meeting implementation of the process according to necessary) reporting process
and to subdivide the ' . regulatory specific — Carrving out trainin
group - Crtatgtlon of impact requirements relating requirements ying 9
matrix to DAC 6

— Specifying the project
(timeline, etc.)

Impact matrix DAC 6 tool

DAC 6 f
Training —

Implementation
concept and policy
et : DAC 6 Instructions )

; instructions

Relevance
analysis of
hallmarks
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lll. Tax Update | 5. DAC6 Notification Duties for ,,Tax Structuring®

[Ne expanded reporting opigations present consultants and companies With a large
number of chalendes (3/9)

— Different from their original goal, the mandatory disclosure rules (MDR) lead to a potential reporting
requirement for a high amount of day-to-day transactions — and not only tax avoidance schemes.

— The reporting deadline requires a full scope change management process — not only the tax
function will be affected, but a number of additional divisions (treasury, procurement, legal, ...).

— The uncertainty around the interpretation of the MDR is high — and is likely to continue to be high
for the next years.

— Due to the complexity and scope of application for many multi-national companies (MNCSs) it will not
be possible to cover the reporting requirements via an Excel-based (or similar) approach — a more
elaborate workflow tool is required.

— Any tool is only as good as the process around it — a thorough impact analysis and
implementation concept as well as training is necessary for a successful deployment and use of a tool
to supplement the MDR process.

— The KPMG tool MDR Processor is unique in the market - the flexibility and scope are significantly
higher than competitive approaches.
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IV. Advisory Update | 1. Integration/Reorganization/Centralization aspects

Centralzation & Business Integration (1/4)

— Historically, many Japanese multinational companies have grown their business operations in Germany and Europe starting from
branch set-up, upgrade to subsidiary, establishment of more subsidiaries (depending often on the JP HQ operated business
division concept), followed also by later acquisitions of target companies in Germany and Europe.

=T
€ €

— Accordingly, many redundancies through parallel administration functions, existence of various headquarters, increased overhead
costs, material amount of entity maintenance costs including legal, tax and audit expenses can be seen, leading to comparatively
low EBITDA.

— Consequently, recently more and more Japanese multinationals in Europe have initiated projects to improve this situation by
setting up e.g. shared services centers (Centralization) and reducing the number of operating companies (Business Integration).

* 4 In this respect we would like to outline a few high level considerations on the following slides where KPMG has
¢ recently provided business advisory services and accordingly recognized certain movements in the market ...
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IV. Advisory Update | 1. Integration/Reorganization/Centralization aspects

Centralzation & Business Integration (¢/4)

— Shared Service Center are typically organized either as ,,Center of Scale” (CoS) or as ,Center of Expertise“ (CoE)

Center of Scale Center of Expertise

— Process Orientation: Transactional — Process Orientation: Transformational

— Centralization Level: European wide — Centralization Level: Nation

— Organization: Line function — Organization: Staff function

— Tasks: Invoice verification, payroll activities, etc. — Tasks: Year end closing, human resources development

— Strategic considerations (beyond mere cost saving of shared services):

High 10% 15 - 20% 20 - 25% 25-30% 30 - 40% 40 - 50%
19 : ,
— Potential depends on maturity level
— Payback period: average 2 — 3 years /
0 / Outsourcing
g / Optimized Shared | towards low-cost
3 ____—"| Shared Services | Services countries
2 / . — New structures — Stable structures
8 service Level | 5 iimized — Global Servicee
S / Standardization Agreements & processes provision
° o Restructuring of | Performance — Strategy — Long-term
Q. | Centralization | the organization Management improvements
Low Level of change High
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IV. Advisory Update | 1. Integration/Reorganization/Centralization aspects

Centralzation & Business Integdration (3/4)

— In the course of reorganization/centralization/business integration in multinational companies, involving European
operations and Japanese management, from our experience we have seen the following cultural differences, which
need to be managed:

1 2 3 4 5 6

Individual e

® Team

Centralised o

o Decentralised

Slow integration approach e

Integrated within short period of time

People (Employee-friendly) Task (results count most)

Informal e

Formal

Consensus decisions

Small-group decisions

Short-term shareholder value Long term perspective

Competition @ Cooperation
Quality e Efficiency
Key: ®——® Typical Germany @@ Typical UK ®——® Typical Japan
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IV. Advisory Update | 1. Integration/Reorganization/Centralization aspects

Lentrdization & Business Integration (4/4)

=S =00 0

— Perform robust analysis of synergy and performance — Do nothing and plan to integrate later (you have a short
targets. Be confident about what is achievable before grace period when change is expected — trying to integrate
including them in the ‘purchase price’ years later is much harder)

— Balance focus on delivering incremental value with the — Underestimate integration work (part-time resources driving
need to keep an eye on the day-to-day performance an integration will deliver less value) and one-off costs
delivery — lIgnore “people issues”. They are the main cause of

— Plan to exceed the original synergy and performance integration failures
targets — Delay integration decisions because they are hard.

— Use the time wisely — start post deal management work Employees and major stakeholders prefer a clear plan
prior to completion including honest communications (even if they are difficult

— Obtain control over the finance and reporting systems as ones) rather than lack of transparency

early as possible after close — Incentivise the wrong behaviours (e.g. victory behaviour

— Anticipate and plan for management and leadership issues from buyer, anti-integration behaviours from targe)

early, then monitor them closely after completion — Underestimate tax aspects. Even if reorganizations &
integrations can be implemented at book value transfer, e.g.tax
losses may be forfeited, real estate transfer tax betriggered
double tax risks increased without careful planning
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IV. Advisory Update | 2. Post Deal Integration Topics

Verview

Set up/Integration of the finance function into a new Typical work streams after being acquired by a
Group structure Japanese company

Possible new company structure ‘
pany Example

Governance,

Mother company

QELED)! Risk &
Compliance
New Co GmbH
Sales Department | | Production Site | | Production Site
UK G G ,
(UK) ( errrany) H( ermany) Information

Technologie

Factory (France)

i

Project Management

Post Deal Integration Support — Integrated Governance, Risk & Compliance (GRC)
— Identification of requirements from Purchase Agreement — Identification of all areas and persons affected by the
— Alignment of accounting policies & Mapping of project

different chart of accounts/reporting structures
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IV. Advisory Update | 2. Post Deal Integration Topics

Finance

Key — Great variety of parallel and not fully aligned long-term projects
OUEULHTIEIN —  Time-consuming, manual preparation of required reporting

— Transparency regarding deadlines and (quality) requirements

— Alignment of reporting formats, P/L structures and group chart of accounts

— High quality automated IFRS/J-GAAP and management reporting in spite of
shortened processes

— Commitment and acceptance of all involved parties

Governance,
Risk &
Compliance

Information
Technologie

Project Management

Ideas and Finance Organization:
Clol ol e a[S8 — Develop target operating model to align prerequisites

Accounting and Reporting:

adjustments) & Mapping of different chart of accounts/reporting structures
— Development of automated “bridge” to new reporting
Closing Processes:

— ldentification of critical closing processes & materiality limits

— Perform shared service feasibility study to evaluate potential and business case for bundling of processes
— Process outsourcing of some finance processes to realize a higher amount of saving potentials

— Harmonization of accounting policy gaps (e.g. impact analysis due to IFRS conversion and identification of IFRS

— Implementation of Fast Close in order to meet the requirement for the reporting deadline from the parent company

— Adjustment of existing closing calendar to consider new requirements and reconcile new calendar with auditors
— Development and documentation of procedures to bring forward closing activities for selected challenges
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IV. Advisory Update | 2. Post Deal Integration Topics

HUMaN ReSoUrces

Key — Proper involvement of works council(s) and labour unions

OUEULTTIEIN — Review and re-adjustment of standardized compensation & benefits Go‘é?;lagce'

(if necessary) Compliance

— Implementation and/or improvement of system of incentives
— Provide comprehensive education measures for integrated organization

— Assuring a broad acceptance of new processes by the stakeholders

Information
Technologie

Project Management

Ideas and Employee point of view:
ISl \aintenance of employee motivation in order to retain key people and talents

— Management of uncertainties by continuous communication

— Personnel development plans to have transparency about employees capabilities and interests
— Talent management to create career perspectives for high potentials

Employer point of view:

— Strategic Workforce Planning

— Effective recruiting platforms to find additionally required specialists

— Reduction of employee redundancy in order to manage proactively restructuring
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IV. Advisory Update | 2. Post Deal Integration Topics

LOrporate Governance a Risk Management

Key — Definition of meaningful KPIs/KRIs
O L [ETale[SS8 — Proper handling of risks along the transition period and after integration
— Full transparency, correct aggregation and reporting of key risks

— Key to success is to find the right balance between harmonization and integration
of GRC functions

— Commitment of management and key personnel
— Cultural change to a clearly performance-orientation

Governance,
Risk &
Compliance

Information
Technologie

Project Management

Ideas and Process Performance & Controls:
approaches — Agree on a strategy and priorities for process controls

— Build framework for operational process controls (eg. J-SOX documentation)
Risk Management:

— Agree on and quantify a risk strategy and guiding principles

— Define a risk management framework and future risk policy

Integrated Governance, Risk & Compliance (GRC):
— Develop a common vision and clear targets for GRC

— Integrate and/or harmonize processes and roles & responsibilities

— Develop a harmonized GRC methodology (definitions, assessment criteria, steering concepts,...)

— Enable continuous monitoring and stakeholder-oriented reporting including lean IT solutions

— Define the relevant process scope, individual process performance goals and suitable ways to control achievement

— Perform a risk analysis for selected areas or specific questions to visualize performance and non-performance
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IV. Advisory Update | 2. Post Deal Integration Topics

LOrporate Governance a Risk Management

Key — Comparing complex system landscapes
(OUEUCHESIN — Complexity of trans-national harmonization or migration G%?;';ag"e'
— Choosing the right software Compliance

— Master Data Management

— Defining a clear road map for the complete system landscape

Information
Technologie

Project Management

Ideas and Short-term:
approaches SRRV feasibility and cost study on the following perspectives to define a roadmap

- Systems used in Client Offering and Business Solutions

Align template and reporting needs (eg. P/L structure)

Harmonization of data and interfaces

- System migration, implementation of one system for the reorganized entity
Interim to mid-term:

— setup a Business Intelligence System for all information and reporting needs
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IV. Advisory Update | 2. Post Deal Integration Topics

Project Management

Key Identification of all areas and persons affected by the project

Challenges Get an understanding and the acceptance of project's goals from all related parties Go‘ggllagce’

Compliance

Achieve an understanding and a sustainable application of the changed processes
and approaches

Early identification and effective risk management is crucial for project's success

Information
Technologie

Project Management

Sponsoring for the project by management (especially CEO and CFO)
Early communication of project’s background and goals to all affected parties

Define responsibilities within the company as well as KPIs to measure and communicate the project success Participation of
all affected areas from the beginning (especially regular reconciliation of tasks and results)

Central support of involved departments in implementing required measures (coaching, helpline)
Development of a budget, status and risk reporting

Possible Stakeholder matrix — Escalation concept, Fall-back scenarios wn
Deliverables Communication concept and newsletter (strategy, — Budget, status and risk reporting g
addressees, schedule, infrastructure) — Proposal and issue management T:
r% Self assessments — Feedback and review loops %

KPIIG e e e et remeer s flted i KPHG ntemaionl Cooperatve (PG nemational). » Swss 162
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IV. Advisory Update | 3. Regulation in Europe (GDPR)

What IS General Data Protection Reguiation(GOPR)?

The General Data Protection Regulation(GDPR) in the European Union(EU) is new rules relating to the privacy data
protection of EU citizens and residents. Currently the protection of personal data is strictly required under the EU Data
Protection Directive, but the GDPR will come into effect in May 2018 and the requirements as below will need to be met
under the GDPR.

1. The company shall designate the personal data protection officer with skills and rights defined by the guideline and
have organization for conducting of privacy impact assessment in case that the company needs mass processing
of personal data.

2. The company shall notify the personal data breach of EU citizens and residents to the supervisory authority not
later than 72 hours after having become aware of it.

3. The company shall document and keep certain records about the processing of personal data within the company.

4. In principal, the company are not allowed to transfer personal data of EU citizens and residents into the
countries outside EU under the GDPR as this is the same as under the current law.

5. The requirements for the consent from data subject and the archive of its evidence are more tightened.

In addition, under the GDPR,

— the rules above should be applied in case that the company provides goods or services to EU citizens and residents
even if this company is located outside EU.

— Infringements of the rules above shall be subject to fines up to 20,000,000 EUR, or up to 4% of the total worldwide
annual turnover, whichever is higher.
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Major fopic of GUPR(1/7

Definition of
personal data

Personal data means any information which can identify
data subject, directly or indirectly, in particular by reference
to an identifier or more identifiers, such as a name, an
identification number, location data, an online identifier or
to one or more factors specific to the physical,
physiological, genetic, mental, economic, cultural or social
identity of that natural person;

Examples of personal data

= Religious beliefs, physical and mental status, ethnic background,
biometric data, genetic data and online identifiers such as
location data (e.g. GPS), IP address or Cookie.

erase the personal data

Data subjects have the rights to restrict the processing of
their personal data.

Consent The consent for the processing of personal data shall be Requirements of consent
gained in an explicit way. 2 When the consent for the data processing is given, it should be
The data subject shall have the right to withdraw his or her distinguishable from other data processing activities clearly.
consent at any time. This means that it is restricted to gain the consent for a wide
range of data processing activities.
= Regarding the consent, the activities required for existing
contacts (first use) should be clearly distinguished from the
activities for sales activities(second use).
Data Su bject’s The rights of data subject have been widened Added rights
Rig hts Data subject has the rights to request data controller to Right to be forgotten

Right to data portability
Right to object against direct marketing
Right not to be subject to a decision based on profiling

vV vy

Data Transfer

In principle, the international transfer of personal data

Main conditions to enable the international transfer

outside EEA outside EEA are not allowed. In case that EU has decided that the third country ensures an
Under certain conditions, only in case that adequate adequate level of protection.
safeguards for personal data are ensured, the international | 3  |n case that the data subject has clearly given consent to the
transfer outside EU can be permitted. transfer of personal data
2 In case that Standard Contractual Clauses or Binding Corporate
Rules have ensured adequate safeguards
= In case that the transfer is necessary for the performance of a
contract between the data subject and the controller
m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss
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Major fopic of GUPR [2/2

Data Protection
Officer (DPO)

The Data protection officer shall be designated for
the public authority or the company who conduct a
large scale investigation or processes on a large
scale of special categories of data.

The data protection officer shall have independent
functions within organization and directly report to
the highest management level.

Obligations of the data protection officer

= To provide information and advice for employees responsible for the
processing of personal data and privacy impact assessments

To monitor the compliance with the regulation

To cooperate with supervisory authority

To act as the contact point for the supervisory authority on issues
relating to processing of personal data.

v ¥

Privacy by
Design/Privacy

The controller or processor shall implement
appropriate technical and organizational protection
measures(control) for the procession of personal

Cases where privacy impact assessments are required
= In case that a systematic and extensive evaluation of personal aspects
exists

Regulation may be subject to high administrative

fines.

v" Fines up to 20,000,000 EUR or up to 4% of the
total worldwide annual turnover

Impact data = In case that the processing on special categories of data(sensitive
Assessments The impact assessment of processing operations information) is executed
(PI1AS) shall be carried out in case that the processing of
personal data would damage the rights or
freedoms of natural persons
Breach The personal data breach shall be notified to the Items to be notified to the supervisory authority
Notification supervisory authority not later than 72 hours after | = The nature of the personal data breach
having become aware of it and could need to be = The name and contact details of the data protection officer
notified to data subject in the future. = The likely consequences of the personal data breach
= The measures taken or proposed to be taken to mitigate its possible
adverse effects
High Fines Infringements of General Data Protection Cases where administrative fines are imposed

= In case that the company uses personal data for marketing and send
the introduction of related goods without any consent from data subject
although it is obtained only for the specific services

= In case that the company provides the personal data for oversea group
entities without any consent from data subject or the conclusion of SCC

= In case that the company doesn’t notify the personal data breach to the
supervisory authority no later than 72 hours and this fact is detected
afterward
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bhalenges for Japanese companies

Scope of sensitive Personal Data

In contrast to the “Japanese Act on the Protection of
Personal Information” (PoPl) any information in regard t
sex life, sexual orientation or labor-union membership are

defined to be sensitive according to GDPR.

Scope of personal Data Inventory

Rights of the data subject, such as disclosure or
correction have to be answered within the time limit
for all personal data regardless of their age. In
contrast, the PoPI disregards personal data that
will be deleted within a period of six months.

Limitation of Purpose

N

The PoPI does not require a clear purpose for the
collection and processing of personal data, whereas

the GDPR clearly states that without a legally correct

purpose no processing is allowed.

Data Breach

Only the GDPR sets a deadline for reporting data
breaches with regard to personal data. This time
frame is 72 hours. If the company does not report
within the time frame to the authorities it will a direct
violation that can cause significant fines.

Data Transfer between Japan and the EU

Within the PoPI any form of data transfers outside of Japan
that include personal data are restricted. However, there are
not specified regulations like in the GDPR. The GDPR
requires an adequate level of data protection within the two
countries OR appropriate standard contractual clauses.

Anonymization processed Data

<

According to the PoPI personal data is
considered to be anonymized when it is stored
safely and separated from the original data.
The GDPR, however, considers the data not
anonymized as long as the company still has
the measures and techniques to de-anonymize
the personal data.

Portability and Erasure

There are no sections within the PoPI that
cover the aspects of data portability or erasure.
The GDPR includes these aspects within the
rights of the data subjects and has clear
deadlines when they have to be fulfilled.

Organizational Structure

&
8
8

The GDPR requires the appointment of an DPO
when companies meet certain requirements. The
DPO has to have a special knowledge and skillset.
The PoPI does not mention that.

Record of Processing Activities

The PoPI does not require a data inventory as
detailed and comprehensive as the GDPR (the so-
called “record of processing activites”). However,
the absence of such a record is a direct violation
and might cause fines.

Requirements of Consent

Within the GDPR there are detailed requirements
whenever a consent is valid and can be used to
process personal data. The PoPI does not include
such required details.
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Jata protection practices

Eleven Federal States have not yet
imposed fines on the foundation of the
GDPR.

Massive staff growth within supervisory
authorities imply the end of a
“reserved” course of action.

Many audits are currently being
initiated and conducted, i.e. 85 in
Bavaria and 50 in Lower Saxony.

German Data Protection Authorities
have issued a number of Activity
Reports according to Art. 59 GDPR,
which give insight into audit topics,
recommendations etc.

KPMG

IV. Advisory Update | 3. Regulation in Europe (GDPR)

Lurrent developments - status as of August 2019

2

Breach notifications

— Across all supervisory data protection
authorities of every Federal State,
written notifications, including
complaints and general requests for
advice, have risen sharply.

— Fourfold increase in complaints, i.e. in
Berlin: 2157 complaints in 2018
compared to 578 in 2017.

— Supervisory data protection authorities
must take action in case of complaints
by data subjects and will demand a
written statement from data controllers
and processors. Depending on the
statement, a comprehensive audit may
follow.

Fnes and penalties

— “Within 2019, extensive fines may be

imposed” — Dr. Stefan Brink, State
Commissioner for Data Protection and
Freedom of Information in Baden-
Wirttemberg.

Currently, fines vary strongly across
the EU, from 1000€ up to 50 million €.

The highest penalty to date of 50 million
€ has been imposed on Google Inc. by
the French data protection authority
“CNIL” (proceedings not yet completed).

Pending court decisions by UK
Information Commissioner (ICO) on
high penalties for British Airways with
an amount of £ 183 million and Marriott
International with an amount of £ 110
million for GDPR infringements.
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AUCIES By SUpervisory authortties - Current Tocus points

in
®’«

Accountanilty

— Art. 5 para. 2 GDPR stipulates that the

data controller must be accountable
and able to demonstrate compliance.

Assessing whether corporate
departments, such as the legal/
compliance department or IT, have an
action plan regarding data protection
requirements.

The following core processes must be
effectively designed: (1) data
protection compliant processing, (2)
handling the rights of data subjects and
(3) handling data protection violations.

— Focus on data protection breaches by

(sub) processors, particularly multi-
national and data-driven companies
working with service providers.

The aim is to gain further insight into
the fact that hardly any notifications
regarding data protection violations
have been triggered by (international)
service providers.

“Incident Response” is one of the focus
topics.

Jeletion process of ERP systems

— Deletion processes in large
companies, such as companies with
SAP systems, will be audited.

— The main goal is to ensure GDPR
compliant and timely deletion of
personal data in ERP systems.

— Includes controlling existing modules
or data deletion applications and the
assessment of required technical
deletion concepts.
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IV. Advisory Update | 3. Regulation in Europe (TISAX)

What s frusted Information Securty Assessment Exchande (TIAX) 7

— TISAX stands for Trusted Information Security Assessment Exchange and is a new accepted Cyber Security auditing standard, that
ensures save exchange of information within a cooperation between two parties in the automotive industry (Introduced in the beginning

of 2017)
— The standard is mandatory for all TISAX registered companies by the VDA (Verband der Automobilindustrie)

— First OEMs already require a valid TISAX certificate as a requirement of cooperation
— The standard is based on the ISO/IEC 27001 standard and security is assessed by the VDA ISA (VDA Information Security assessment

Major 10pICS

Trickle-down-effect Most of the OEMs (For example Audi, BMW and Volkswagen) require TISAX. Therefore, suppliers
are forced to implement the standard in order to stay in business.

Assessment Process — Supplier prepares its information security management system to be TISAX ready.

— Audit provider checks whether supplier's system fulfils a defined set of requirements based on
a standardized TISAX catalogue.

— Then supplier closes the gaps within defined periods.

— Audit providers then checks again whether supplier closed the gaps.

Validity The TISAX-certificate is valid for three years and needs to be renewed aftwerwards.
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MDR&(Fa]H ?
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MDROEE

dhnl

=18

Brexit

REDQEURERLICED. REFEUDSE=ELHBEN D, TOFER REN-ZADEAERICI O THRITINIZECEIBAZE OFAE
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Authorized
representative

EUBSM ORGSR E (T, EUICBIREEERIERALATNERSZL., MDR (5815%%) /IVDR (8813%%) (C&2E. COIEE
E3 RREOESME. FMiXEORHE. THIBEAR. BLUSKH I BRRH (R >3 T > MOIEADEHVREE T 2L EN
0o

STeD

BIENH@IE (Summarized technical documentation) :
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BEBoD7/NLAID (Unique device identification) :
AR ORIE T, TORBOEREAEHEAISTF TERVERBEOM S (C. B OEB O HEIES
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IV. Advisory Update | 3. Regulation in Europe (MDR)

What s frusted information securtty Assessment Exchande (MOR) 7

— MDR stands for Medical Device Regulation and is a new standard for quality assurance for medical devices sold in the EU. The standard came
into effect on May 26™ in 2017 and its transition period ends on May 26% 2020. After the end of the transition period only products, that
comply with the new standard can be sold in the EU.

— As a consequence manufactures that would like to sell their products on the European market are required to ensure that they themselves, as
well as their suppliers comply with the new standards.

— The compliance with MDR is ensured by obtaining a EC-certificate, which is issued by a EU-notified body.
— All devices, as well as their product description and traceable codes, are registered in a central database called EUDAMED

Major 1opics

Brexit

Due to the Brexit the UK will be a considered as a third country by the EU. As a consequence holders of EC-
certificates, that were issued by an UK-based notified body need to apply for a new certificate. Valid certificates
need to be obtained prior to the withrawal date by an EU-notified body.

Authorized
representative

Manufacturers outside of the EU must designate a representative within the EU-27. According to MDR (Article 15)/IVDR
(Article 13), this "responsible person" must ensure compliance with product conformity, up-to-dateness of technical
documentation, market surveillance and reporting of incidents in accordance with applicable regulations.

STeD

Summarized technical documentation:

In order to efficiently authorize medical devices internationally a detailed technical description of the product is necessary.
This might become especially important when releasing a product (Premarket Phase), after the product has been
released (Postmarket Phase) or when the regulatory authorities need to be notified about changes of the product

uDlI

Unique device identification:

The manufacturer of a medical device must assign its own unique device identification (UDI) to both the usage unit of
its product and to each packaging layer that is not a shipping container. The aim of this policy is to enable easy product
identification, traceability of medical devices as well as effective location of illegally marketed medical devices.
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IV. Advisory Update | 4. Digitalization

Jigital Finance - How 1o become a 1St oentury Ghier Financial Orficer
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@ DATA & ANALYTICS
— Real-time Business — Real-time Finance — Latest software & — Talent gaps
. . Al/COGNITIVE AUTOMATION
— Value-based — Data-driven/ Apps — Contingent
decision making simplified/ — PoCs & Partners workforces @ PLATEORM BUSINESS MODEL
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Jigital Finance - Our ision of a 1St Gentury Hnance Function
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IV. Advisory Update | 4. Digitalization

SAP Update - Business and technology chalendes

The Powered Enterprise Suite for SAP (PE SAP) offers preconfigured
process designs based on enhanced SAP standard releases with
enriched process documentations, user roles, controls, security and

) _ _ reporting dashboards featured by state-of-the-art user interface and
L. High Turnover and Solution access capabilities
‘-" "f Maintenance

The transformation journey is structured and guided by change
management and transformation procedures to reduce training efforts;

N(: z : : built-in security, compliance and maintenance features ensure a high
IIJ\,-/\-_ Increasing Back Office Costs degree of transparency for transformation costs and risks

PE SAP is addressing the latest innovations alongside the SAP
.(-3‘ SAP Upgrades & Legacy development roadmap for 2025 by offering a safe and robust
W

Systems Challenges transformation path addressing migration and upgrade requirements for
on- premise, hybrid and cloud integration scenarios whilst reducing
legacy system integration, migration and transition efforts

Need for Innovation to Meet

.. The PE SAP solution portfolio is constantly updated and offers solution
Increased Competition enhancements based on SAP’s newest capabilities and innovations
providing a safe and efficient S/4AHANA platform to address critical
business competitive requirements and challenges
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IV. Advisory Update | 4. Digitalization

SAP Update - Our Powered Enterpnse SAP Approach

The KPMG’s Powered Enterprise
Suite features:

— A comprehensive method and set
of assets based on decades of
business and technology
experience in business
transformation

— Tools that support organization,
operating model, and business
process design

— Accelerators to ensure integrated
business and technology value
delivery with leading practice
performance measurement, data
modelling/reporting, training, and
project delivery capabilities

Bullt on Experience & INSIgnts

BUSINGSS

Transformation @

Global leading practices and
localization skills for
Finance, Supply Chain, HR
and Organizational Change
Management

Functional
process

Target
operating
model

Performance Service
insights and delivery
data  Technology =~ model

Technology

SAP configurations and
methods

based on experience and
lessons learned on the latest
version of SAP S/AHANA

Unique Client
Business Needs
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IV. Advisory Update | 4. Digitalization

SAP Update - Overview of Transformation Methodologdies

ada ON\PAclvae

Underpinning implementation
method as a basis

Scope of pre-configured content

— SAP’s agile implementation
methodology

— SAP standard practices for
migration and integration and
initial customizing content
various functional areas

— Solution Builder and Solution
Manager toolset

Benefits

— Accelerated adoption of
S/4HANA in deployment

— Provision of functionally driven,
digitalized business processes
optimized for S/AHANA

— SAP conform initial
configuration as basis for
customization

4 SAP Model Company

Industry specific customizing approach

Scope of pre-configured content

— Step-by-step building blocks
including Foundation,
Accelerators, Business Content,
Engineered Services, Pre-
configured Solutions for specific
industries and lines of business

— Demo environments with reference
lookup for standard configuration

Powered Enterprise (PE)

Complementing business
transformation approach

Scope of pre-configured content

— Combines KPMG leading
practices to implement SAP
Activate

— Comprehensive method and set
of assets based on decades of
experience in business
transformation

— Assets & tools supporting
organization, operating model,
and E2E business process design
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IV. Advisory Update | 4. Digitalization

SAP Update - Guided pUsiness transiormation journey

The PE SAP Journey Map initiates early scoping of business and technology integration scenarios to tailor the corresponding
transformation approach based on enhanced preconfigured S/4AHANA process and platform solutions. Guided validation procedures
enable efficient requirement analysis and design configuration procedures. A variety of built-in assets alongside the guided journey
ensure the optimization of transformation efforts and to curb risks.

e}
o
=
o . .
= Vision > Validate > gonstruct > Deploy > Evolve >
ra" O O O

& \ 94 \ 9 \ 94 \ 94 O

The primary objective The primary objective of The primary objective The primary objective The primary objective
_5 of the Vision phase is the Validate phase is to of the Construct phase of the Deploy phase is of the Evolve phase is
S to launch the project finalize the design layer is to build and test the to conduct User to complete post go-live
‘S and confirm that the components of the TOM, technology solution and  Acceptance Testing support and project
@ high-level Target align and finalize the design layers of the (UAT), deploy the closure procedures and
2 Operating Model design layer components TOM using an iterative solution and its transition to manage
& (TOM) is aligned with of the TOM, develop a testing process and relevant components, service programs as
£ client strategy. plan for implementing the prepare for deployment.  and deliver training to applicable.

TOM, and finalize the end users.
solution design.

— Business strategy, — Validate TOM — Environments and — UAT; — Post go-live support
_E vision and scope; Design; Configuration; — End User Training; and stabilization;
o — Data collection; — Process/system — Testing; — Deploy to Production; — Manage project close
G — TOM Development; validation; — Integration and Data — Initiate Value and transition;
e — Discovery and — Validate roles; Migration; Tracking; — Establish continuous
3 workshops; — Validate gaps; — Prepare for — Transition to ‘Go improvement track;
@ — Powered Enterprise  — Validate integration/ deployment; Live’. — Transition to
o Demo. conversation — Develop Value managed service

approach; Tracking. program.

KPMG

— Project Management.
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Key benefits

Digital transformation jump-
start

Validation of pre-built
operating models

Immediate access to industry
insights, practices and
processes

Engagement of key decision
makers in the pre-configured
solution

Focus on critical business
technology integration
scenarios

High degree of transparency
for platform technology
features/readiness to meet
corresponding
transformation and change
requirements

Reduction and mitigation of
transformation risks
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IV. Advisory Update | 4. Digitalization

SAP Update - Powered Enterpnse oAP solution content Iems

OVEIVIEW

Pre-defined Business Functions
et all the components within our Powered Project

Layers Accelerators

Service Delivery
Model

People and
Organization

Functional
Process

Governance
and Controls

Supporting
Technology

Data and
Reporting

138 job definitions

20+ training courses including web-
based

130 hours of
training

417 process/
workflows/tasks
defined

580+ control points

31 pre-defined
security roles

38 pre-built
integrations

26 conversions
1,200+ test scripts

120+ standard
practitioner activities

379 delivery artifacts

130+ reports,
16+ dashboards and
40+ dashboard pages

Pre-configured Solution

)

Real-Time

m Consolidations Q@

Role Invoicing and

Definitions Payments
KPMG ‘ i
' ‘ Controls

Financials Preconfigured

Powered for managment
SAP solution ll%

Secunty Financial

Integration

R

Reporting &
Analytics

Benefits

Comprehensive

Holistic approach more than
processes

Integrated solution across
business functions

Focus is on improving
business outcomes

Interaction validation

No time wasted focusing on
As-Is

Solution review vs. creation
Faster decision making to
drive project schedule

Compliance ready

Aligned with SOX
requirement and PCAOB
audit standards

Complete role based security
model across functions

Reduces Manual Controls

Tax sensitized

Awareness of tax
provisioning, transfer pricing
and tax compliance
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IV. Advisory Update | 4. Digitalization

SAP Update - Powered Enterprise Operating Model Integrated In

SIARANA

/

) =

workbooks insights Packs

Pre-Configured SAP @
S/AHANA \
ie Target

operating

' Defined data
models and reports

Service model and
organizational design
Functional
% processes with Test scripts

embedded leading and protocols
practices

2

222

Configuration Industry Validation Workshop People, roles and

responsibilities

Controls catalog with
governance, risk and
compliance

Process
taxonomies

KPI and
integration
libraries

Service

h Functional
delivery People
model process
Service Organization Functional
delivery & role decom-
options mappings position
Service Global "
management process '\rf]a(‘)tggg
framework owners
Role based Leading
job des- practices
criptions
Role based

process flows

Performance
Technology |nS|ghts Governance
data

App. Reporting :

architecture & package Ec;ﬂ:rsofs‘
integrations & dashboards
Ai)pp. module .

y process Value driver e

decom- KPIs Policies

position

MDM

Environment

architecture implement-

tation designs
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SAP Update - Powered Enterprise sulte acceleralors and enaniers

\ rojec .
Q Methodology activities aligned ClanFen

to key project deliverables

Proven
Powered Deliverable X Confluence
L . . management [}
Methodology An integrated delivery toolset - ARIS
Scope =1 |}
S Jira

Pre-built Q Infrastructure pre-loaded with powered approach and key deliverables
configuration ﬁ
and SAP Solution
development ) i ) i Manager
workflows Project& @ Configuration & ;e;nh;gﬁqlen . . g

Communication Development 1-' Jqu

Management Management

_A"' Test management
— tool Deliverable & Scope Test & Defect Test and defect I
Management Management management < Jira

Solution-driven approach to change management
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Process Taxonomy: Re: Report (Level 3)

e Nt

__i thZ Recordto Report
B 59v3-

.
]
]
]
]
.

Prapame Statutery

Filngs and
Sharshol s Repiriy

AA-E>I X EDHERK(E. Powered Enterprise M EFUSIY—ILARISICBIFBRecord to Reportd IOt 25348
TOEABFEINTVS
5l : 0T ) —73.0“Preliminary financial statement“([C&U\T
3.01“Review Trial Balance“h"73 32N TWL\%
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SAP Powered ENterprise - From ocoping to End 2 End Processes

[axonomies

Business and Technology Transformation Scoping

Process Taxonomy: Re: Report (Level 3)

Recordto Report

i Process

- taxonomies

Prapame Statutery

Filngs and
Sharshol s Repiriy

Structure of scoping documents is based on the
process taxonomies in Powered Enterprise

Process taxonomy Record to Report in the process modeling
tool ARIS

Shown Example: Process 3.01 “Review Trial Balance” in
Record to Report in the process group 3.0 “Preliminary financial
statements”
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The trial balance report provides.

detail of the account balances in Close and
the general ledger. Trial balance Reconcile
reports are helpful in identifying Subsidiary Ledgers

missing entres or expense
posting concems in the ledger
during Closing. Extract trial

Description/Defnition balance re you
complete your closing cycle to
ensure that your accounts are
accurate before you finalize the
month's repodts

1&E, 27 L LD, SREARUGMOTOTANDHEDRA>
MeEBT7ITAETALANILOTOERT0-

TB teview process imohe:
Ge

oc
jon of TB

ARIS DBIZHBIFZTOLZANNEW FINANCEDZI-E>JICE DS
BIREN., JOCRETIT1ETA AT ZERBENR SN .
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SAP Powered Enterprise - Detalied Process Fows for Valdation

Functional
processes with

] | l I embedded
m Mn leading practices

Nam Revew Trial Balance

dentifier 03.01
The trial balance report provides
detail of the account balances in Close and
the general ledger. Tnal balance Reconcile
reports are helpful n igentifying Subsidiary Ledgers
missing entres or expense
posting cancems in the ledger
during closing. Extract tial

Description/Definitan balance report before you
complete your closing cycle to
ensure that your accounts are
accurate before you finahze the
month's repodts

Process flow on activity level with roles, system indication,
descriptions and integration points to other processes for
an end 2 end process view.

TB teview process imohes
1 B

Processes in Powered Enterprise ARIS DB will be chosen
based on the NEW FINANCE scoping. For processes
descriptions on process and activity level are available.
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R-Preliminary Financial Statements rZR-Sylem Maintenance Report Design  Predictive Models  Analysis Path Framework Modeling

=:;|:,—»mlm- al || Display Parked Opena Close Display Financial

EhEN 37971 €712 &I,
HEBEE YA A TS LICED,
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SAP Powered ENerpnse - LIk Of BUSINESS Processes [0 SfAHANA

For each activity done in the
system, a functional allocation
diagram shows the respective
Fiori Apps (incl. technical
information), Controls and
Reports (if applicable) | | L.

KPMG

Pre-
Configured
SAP
S/AHANA

o [Ty
SAR

L ] Home ~+

R-Preliminary Financial Statements rZR-S&-ElEm Maintenance Report Design  Predictive Models  Analysis Path Framework Modeling

Plan Cost Centers Display Financial

S/AHANA system with Fiori Apps,
which are grouped based on the end
2 end processes.

Here the Fiori Apps are shown which
are required in the process group 3.0
“Preliminary financial statements”

and therefore as well for the example
process 3.01 “Review Trial Balance”

© 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss

entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential

204



V. PRNAHFY=PvIF =N | 4. F759UE-33>

jAP Powered Enterprise —
OtA1(>

TIL—>3>

E1>040L—23>

Fon & Autharizaion conhguralon cocumentato
! e lPrinciples
LS - —
e o _—— ) o 3 it n 0065

Fiori Launchpad documentationh® o = omm
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P S T T
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2 |Building Bleck Library (in case of Building Bleck is provided by SAP and it has been adjusted te PE specifically)
3

SAP Building Locali-  PE Bmldmg Block

SAP Building Block Name:

. Block ID sation

5 789 # 6 7 120345
61 [= - . - . oy
38 T Qualit in Sales [local N BB 001TL IN XIX[X]|X x|x xlxfx|x|x
2786, efta Basic Overhead Cost Controling XX BB_00BE1_)X0( x %] x[x

277 etta Basic Overhead Cost Controlling [local us BB _00BE2 US x x|xfx

278, efta Basic Overhead Cost Controling [local [ii BB_00BEZ_IT x x| x]x

279 etta Basic Overhead Cost Controlling [local GB BB _00BE2 GB x x|xfx

280 efta Basic Overhead Cost Controling [local DE BB_00BEZ_DE x x| x]x

ENFT4>25 7099514 T3IT(E. SI4 HANAEHRIYA X T BB ERD IR TOSAPRANT 5974 AWK REN B,

\

5l : Record to Report®FO0t 24 )L —73.0"Preliminary financial statements“(CHEBERBEIT1>JTOVINT(IA-FREND GERIIRAESR) .
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SAP Powered Enterprise - Integration of process and configuration

Fir & AUPOrzen conhgurson documentalo
R lPrinciples
g Vo FeprOesn  PredineNodds s Pt Famenor lodeng £ T
— — These oo
~ o samon
bl S — > (vouss 33 cets e s
==
Fiori Launchpad documentation o= = omm
will be used as starting point for 8B B a8
. , . .
a client’s Fiori Design and e e & ¢
Authorizations. 0000 0000
L] L]
2l —d
—_—
~ BEHBEH
~ S ENEs
~ e ————
v N Configuration
\ workbooks
2 |Building Bleck Library (in case of Building Bleck is provided by SAP and it has been adjusted te PE specifically) ’ \
3
. SA::::"I’I:"" SAP Building Block Name :‘;;’i':': G2 B""dli;"m"c"
5 7809 % [ 12345
sl = EEEE = EEEEE
£ T Quaity in Sales [loca [ BE_001TL IN x % [x|x x|x x| [
278 eita Basic Overhead Cost Controling p.0.4 BB_00BE1_XX x x| x|x
277 etta Basic Overhead Cost Controling [local s BBOOBEZUS | = x [x[x
278 eita Basic Overhead Cost Controlling [iocal LI BB_00BE2Z_IT x x| x|x
278 etta Basic Overhead Cost Controling [local [ BB 0OBE2GB | x x [x[x
280 eita Basic Overhead Cost Controlling [iocal DE BB_00BE2_DE x x| x|x

Building Block Library showing all SAP Best Practice Building Blocks which have to be adjusted in order to make the S/I4HANA system client
specific (those Building Blocks have been adjusted to set up the Powered Enterprise system as well)

Shown Example: Filter on all required Building Blocks for the process group 3.0 “Preliminary financial statements” in Record to Report

See next slide for more details
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IV. Advisory Update | 4. Digitalization

SAP Powered Enterprise - Our Giobal Delvery Network

Tier 1

Owns the client relationship and
engagement

Provides on-site functional and technical
leadership

Leads the engagement with support from
Tier 2 and Tier 3 resources

Tier 2

Shared team of seconded solution
architects driving best practices in the
sales and engagement delivery process

Manages the flow of work and off shore
delivery mix while driving consistent usage
of tools and methods

Provides standard risk, quality
and program management
support

Tier 3

Dedicated Powered offshore factory
network with an experienced functional
and technical team

Drives quality through KPIs and SLAs

Funded through a single rate card
allowing Tier 1 firms to be profitable in
charging market based rates

KPMG

Ownership
and on-site
service

o
)

Connected,
best-in-
class
delivery

Q0

Scaled
delivery
capability at

the right cost

Clients

Powered Engage (Engagement Team)

Powered Orchestrate (Solution’ing Team)

S|00] pue ABojopoyla|\ palamod

99UBUIBA0SD NAD

Agility and scalability

Quality and
consistency

Better economics
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SAP Powered Enterprise - Regional development and depioyment nub
SIUCILIES

Global Solution
Landscape

Golden environment

sex . | IS8 I3
/ [ PRI |

Hub EMA

Suggested Lead: US
Suggested focus : Manufacturing, Retail
and Utilities

( 0 9

IE=¥| Pro IEl o

Hub Americas
Suggested focus: Life Science

Hub ASPAC

Suggested focus : Automotive
Suggested Lead: JP

DEV | Development

QAS | Quality Assurance for testing next release

PRD | Production for Demos/incl “Golden Pod”

PRJ | Project environments

SBX | Sandboxes
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IV. Advisory Update | 4. Digitalization

nieligent Automation Solutions (1A

—
S

— Would you like to free your employees from

Whatare (he benefits of
Inteligent Automation
Solutions?

rule-based, repetitive tasks?

o

b

— Have you ever wondered how a virtual
assistant could change communication?

"
.

2

-«'%:z BPMN/DMN \
had
® — Are you interested in automating your Transparency
workflows based on decision and process
modeling?
w ’ Cost Saving
00 Data Analytics
— Are you wondering how you can generate ' lity |
real added value from your data? Quality Increase
Reduced Throughput
Times

\ |

o Text & Speech Analysis

— Are you aware of how much the language
(choice of words, pronun-ciation and
emphasis) says about a person's
character/intention?

S Process Mining
¢

— Are you increasingly aware that a holistic
process overview is not only essential for
automation and digitization initiatives?

1

¥

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 212
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential



V. PRNAHFY=PvIF =N | 4. F759UE-33>

ORT4vY - TOTR A~ A—=23>

79)05—-08E m—8

RPAZIENL T, YIMII7ORY hTIL—IIN-ZADRIEVEEZB ENL
aEBIENEIEE. YIRII7ORY MIABIE( LT — 5% B E K (ALIEL,
EBEONEELRAUYINIITY-IVEERT S,

W=INR-20T0t2ZzEEMLEE DN AT AE
RIEEZENSEEBDRIBZMS I CENTIEE
— R LEFEHES DTENTIRE

)1-23> ORURIZPE AR AN E]HE

ERIRIROHEER| DAFIIY—Y—ER

BEMEOESL. FFTFEEZIBANOZEE LV DE ABIVAYT—HIDZEE LV DRIRRICB VT,
B2 DSAPT —HADAT T APEHICHD.

PIEBRSI| TOEAHNFR

Oy MNMCED, TE9)IUE BIELSNOEXZRITEO T, AR ERERR.
ENGT T Oy MSENZS 2T AICERIXL, 20ROTOTRZHEE.

ForybEHE| hAIV-B—-ER

Oy MFIABEINSBIEDF — D — MO — RESZFiAMAH . SAPY—FZFIATHILCLOT,
ZLORHADAE NI HAZRIREE T Do INICLD ROTOTR (BIZ(EERIR) (CEDTED
E_[ﬁgo

UDZ\\/Z?A}_ S p2~41IN St _
O 9®”y$ *%l@.'fbﬁ*’l’o)u}bl& 77f L\/\o)ljj

m © 2019 KPMG AG Wirtschaftspriifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 213
entity. All rights reserved. The name KPMG and the logo are registered trademarks of KPMG International

Document Classification: KPMG Confidential



IV. Advisory Update | 4. Digitalization

RODOIIC Process Automation e

The technology Your benefits at a glance

With the help of RPA, rule-based, frequently occurring
processes can be automated by software robots. These bots
work on structured data and usually function autonomously.
These robots work like human employees on the same software
tools.

Automation of rule-based processes

Frees employees from routine tasks

Reduced throughout times of processes

Rapid implementation and deployment of
the solution

Automation of master data management | customer administration

Focus of the automation is on the system-side maintenance or updating of individual
SAP infotypes as part of change requests for HR master data, such as a change of
address or IBAN.

Automation of incoming orders | order management

<

A digital, structured order is checked for completeness by the bot. If the
order is complete, the bot transfers the information to the system and
triggers the subsequent process.

Automation of unallocable payments | payment transactions

On the basis of previously defined keywords/code numbers, which the bot reads from the
purpose of use, a large number of unassignable incoming payments can be classified
and also assigned using a subsequent SAP search. The bot can also trigger downstream
processes (e.g. booking).

VU SEMETE Cross-system Reading structured

data collection documents Filling forms

of
e-mails
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| | Qualit Reduced
| I/ U a 88 | 8 a ﬂ 8 Transparency Cost Saving Increasye Throughput
Times

With a combination of BPMN for process modeling and
workflow automation and DMN for decision modeling, recurring
decisions, rule sequences, calculations and checks can be
explicity mapped and automated. Thus, these processes can
be modeled and designed once and continuously executed
without human intervention.

Fast, standardized communication

Frees employees from routine tasks
Standardization of processes

Exploiting additional automation potential

Service portal | customer administration

Customers who contact the service hotline are immediately connected to an
intelligent virtual assistant, which can assess the mood of the customer and retrieve
essential information. The customer does not have to wait in the queue and is
directed directly to the right contact person.

FAQ | order management/ customer administration

The Virtual Assistant answers customers’ frequently asked questions on
topics such as the ordering or return process.

Risk assessment for trips abroad | acquisition

If a sales employee travels abroad, a risk assessment of the destination country must be
carried out before the start of the trip. The virtual assistant asks the employee for details
about the trip and triggers the follow-up process.

Integration of Presenting

NLU/NLP

pictures & Sending e-mails Buffering of data
videos
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IV. Advisory Update | 4. Digitalization

Qualit Reduced
Transparency Cost Saving Increasye Throughput
Times

The technology Your benefits at a glance

With a combination of BPMN for process modeling and
workflow automation and DMN for decision modeling, recurring
decisions, rule sequences, calculations and checks can be
explicitly mapped and automated. Thus, these processes can
be modeled and designed once and continuously executed
without human intervention.

Automated decision finding

Automation & standardization of frequently
recurring processes and decisions

Efficiency increase in the processes

Process documentation as a basis for
automation

Quotation management | order & invoice management

The workflow is used for the complete processing of the quotation process. The key
data is entered into the BPM software by an employee. On this basis, additional
information such as article numbers, prices, etc. is taken from the SAP system and
checked to see whether approval is required. Finally, the quotation is created

automatically. Credit check | order & invoice management

<

Once the order has been transferred to the system and validated, the
customer's credit availability is checked using decision tables processed
by the department.

Postponement of payment period | revenue & receivables management

Once the items have been dispatched, the process of tracking payment deadlines
automatically begins. If payment is delayed, relevant employees and the customer are

notified.

Automatin . . : . .

9 Decision Modelling & design of Automatic integration of
paper-based : .
automation processes live data
processes
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| Qualit Reduced
a a ﬂa y |CS Transparency Cost Saving Increasye Throughput
Times

The technology Your benefits at a glance

Data Analytics allows large amounts of data to be processed
and analyzed using mathematical formulas and learning
algorithms. Patterns and insights can be derived from this data,
for example to efficiently process the amounts of data
generated in the HR environment and use them as a basis for
decision automation.

Discovering patterns and insights

Processing of large amounts of data

Use of additional automation potentials

Self-learning algorithms

Sales-Forecasting | revenue & receivables management

On the basis of historical sales figures from the SAP system, the expected sales for
the coming months/fiscal year are calculated. The connection to live data increases
the quality and confidence of the extrapolation with increasing data volume and
continuous use.

Sales-Dashboard | revenue & receivables management

<

All information that is important in sales, such as sales, open invoices,
inventory, etc., can be displayed live in a dashboard based on SAP
data.

Price calculation | product & service management

Data Analytics enables optimal pricing of sales and margins based on costs, market data
and historical conditions.

Implementing Creating Verifying models & Performing data-based

forecasts dashboards hypotheses calculations
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| Qualit Reduced
e>< S D B e C a ﬂ a yS | 8 Transparency Cost Saving Increasye Throughput
Times

The technology Your benefits at a glance

By means of speech/text analysis, speech or written text is
analysed for its impact on a target group. Texts are analysed
with regard to the choice of words. Almost all words are
assigned to categories such as "aggressive", "emotional” or
"dominant". Language, on the other hand, is analysed for word

choice, pronunciation, emphasis and dynamics.

Consistent, target-oriented corporate communication

Identification of the best applicants for
advertised positions

Training of the own employees for target-
oriented communication

Evaluation of customer satisfaction | customer service

Customers do not always express their displeasure without digression. By means of
a text and language analysis, customer evaluations are evaluated automatically and
on the basis of scientific findings.

Analysis of job interviews | Recruiting

<

As part of the recruitment of sales employees, an analysis of the job
interview can be carried out and a personality profile of the applicant
can be created.

Optimization of product descriptions | HR

Product descriptions are signposts. Accordingly, it is important that the texts evoke
desired associations with the customer. Using text analysis, advertising and product
texts can be evaluated according to certain criteria and adapted to specific target groups.

Analysing text & Run user defined Live evaluation of Integration into

speech analyses conversations training concepts
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| | Qualit Reduced
IFU C e 88 | ﬂ | ﬂ g Transparency Cost Saving Increasye Throughput
Times

The technology Your benefits at a glance

With process mining, individual processes can be recognized,
combined and visualized using digital IT tracks. For this
purpose, the corresponding data is first identified in various
source systems and then extracted. Process Mining uses this
data to reconstruct business transactions in order to analyze,
optimize and visualize the process.

Visualization and modeling of process flows

Identification and extraction of relevant data from
different source systems

Identification of optimization potentials

Standardization and industrializability

Parcel tracking | customer service

If orders are shipped with DHL, it is possible to track the parcel in detail from the
moment it is shipped until it is handed over to the customer. Process mining is used
to monitor the live data so that deviations from the target process can be detected
and analysed immediately.

Internal control system | process governance

<

Process Mining can be used as an internal control system by defining
threshold values using KPIs and workflows that result in automated
process steps. Inefficiencies can thus be identified and eliminated.

Ticket management | customer service

Process Mining allows the processing of tickets in the system to be displayed
transparently and weaknesses in the process to be uncovered. On this basis, ticket
and resource management can be optimized.

Setting up
internal control
systems

Analysing & Creating workflow Tracking

visualizing processes solutions activities/tickets
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Jata o Analytics @ KPMG Lighthouse

Global alliances & technology partners

$2.16 billion S;g [
D&A sales .(‘\@‘

2 - - B® Microsoft
@SailPoint .. o
12,000 + 0 600 + | o K

D&A Specialists D&A Solutions

[ ]
| 2 S
worldwide =

Regional D & A network
P |

v . 4 Leading Data & : . qubal
Lighthouse R, Technology Platforms Insight Center
Redi and Partners

egional \
hub

S 240 + Integration of KIANA
- Experts in the field Systems, spin-off of the
SO - German Research
Awards: Excellent Bost in Class of data & Analytics S
Consultin Centre for Atrtificial
9 s f: :
Services. L Intelligence (DFKI)

Leader in Forrester & Gartner i KlANA
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IV. Advisory Update | 4. Digitalization (KPMG Lighthouse)

Jverview of the Lignthouse Germany

Data & Analytics is the heart piece of any kind
of digitalization strategy and concerns all
companies.

ESENEENRRNRRNNAE]
Quelle: Data & Analytics Studie ,Building Trust in Analytics” von KPMG

KIANA
‘If German companies want to stay competitive KIANA - a leading provider of Data {
in terms of digitalization, Data Analytics needs Science — has been developing solutions
a higher priority in German companies.* in the area of Data & Analytics together
Dr. Thomas Erwin, KPMG AG Wirtschaftsprifungsgesellschaft with KPMG since summer 2017. KIANA is a

spin-off of the German Research Center for

Artificial Intelligence (DFKI). o
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IENNENNEN]

i 50+ -

)"‘ 6 D _|_ Locations in Gl O bal
sermen Network

’ Data Scientists

Experts in the areas of
Data & Analytics,
Benchmarking and
Intelligent Automation
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IV. Advisory Update | 4. Digitalization (KPMG Lighthouse)

KREO

D&A Project & Change Management

Customer
Analytics

gninouse
DTty areas &
Core Gapaniities

New business
Models

Research
Cloud 2.0

QForecasting

Advanced Analytics

Customer 360

‘| digital

Operations

~

Process
Mining

Platforms & Architecture
D&A
Technology

Artificial
intelligence

Simulation Solution

Excellence

Emerging Tech

rapid Prototyping

Smart automation

HR management systems

HR Analytics

Potential analysis

=
—

WB already know toaay what CHBIIBHQBS_ our customers
Wil have fomarrow - and offer at KPVG Lighihause

BU[[JT O[JfKIEI"fB solutions. ThiS IS one of the Strengths of our
network :

Thomas Erwin, Head of Global Lighthouse

Customizing

GRC Technology
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Robotic
Process
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IV. Advisory Update | 4. Digitalization (Al-based Pricing)

Iypical project approach

Dataanalysis Pricing design Ploting Implementation

» Explorative analysis = Defining a price = Accompanied piloting = Implementation of the
of historical sales strategy & price of automated pricing models into the live
figures based on models = If necessary, systems or Data-Lab
internal and external Definition & adjustment of infrastructure

data determination of price | parameters Anchoring the pricing
parameters process

Project- & Change Management (2R
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IV. Advisory Update | 4. Digitalization (Al-based Pricing)

What are the Denefits of A-pased Pricing

iﬁi Acquire new
e customers

Through changed pricing &
alternative offer policy

Compliance
requirements
Increased compliance through
automation

Flexibility &
=W reaction speed

through central specification
mechanisms

Transparency E

of actual prices achieved for certain
customer groups and discounts granted

} Sales increase

through market penetration or
sales at partially lower prices

Increase of
profit and

margin

by levying higher willingness to pay
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IV. Advisory Update | 4. Digitalization (Al-based Pricing)

PI0JECT References - Pricing Steetand other metal products

We help alarge industrial company to overcome the lack of market transparency, gain insights into
consumers' willingness to pay with the help of universal D&A instruments and determine improved prices
according to it.

—

Approach

Real-time determination of optimal prices

Introduction of new, systematic pricing methods Identification of new relevant and price-determining
involving several country units factors based on sales data and their integration into
the pricing method

— -

Introduction of BN el Inclusion of new Integration of the

relevant price- gmg price model into the
determining factors customer software

Development of the
Data Lab parameters of the

infrastructure for systematic pricing model based on
methods

D&A historical data

Time-stamped sales data on

Reguirements customers, location, industry, mmmmm  EXpertise in determining optimal —

discounts pricing methods

Integration of the pricing model into | Intelligent and explorative tool for Improved sales and margin
the customer's software to enable a | visualizing prices
fully integrated use
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IV. Advisory Update | 4. Digitalization (Customer Analytics & Chatbots)

Lustomer Data AndlysIS

The analysis of customer behavior data is used to support key business decisions through e.g. market segmentation and
predictive analysis.

Data Exploration

Transformation and visualization of Big

Data into meaningful business metrics Management Visualization

Lré Big Data | Reporting &

| ||||I.|II_ iillofis - ||I||I.|I|I_ il

Insights

Identification of underlying patterns,
understanding behavior and prediction of
results

Behavior Resource

: )
21 ¢%.°¢) Modeling & Planning &
%J’%!‘ Individualization Optimization

Impact

Institutionalization of data-driven
decisions for the realization of
sustainable enterprise value

isi Operatio-
Decision Erat
Engine nalization of
Analytics
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IV. Advisory Update | 4. Digitalization (Customer Analytics & Chatbots)

Pr0ject References - Dynamic Customer segmentation a Promations

KPMG helped several clients in the consumer goods and retail sector to a deeper understanding of their
customer base. This approach provided better insights and allowed for more advanced pricing strategies
in the form of individualized discounts and promotions.

Increase client’s sales and profitability

Segment customers and determine | Offer individual promotions that Increase sales and revenue for our
their price sensitivity stimulate the customer to buy a clients

product while minimizing the

required discount

419 4

High Sensitivity Low Discount

S
/7 =
Find appropriate sets of

parameters to generate
individualized promotions

High Affinity .
High Discount Low Discount Low Affinity

High Discount

Define customer segments and Determine customer’s price

implement a classification model sensitivity and product affinity

Retail data on historic purchasing Knowledge of most relevant

Prerequisite behavior and payment patterns of [INEEG_—_ external drivers for the —

customers available segmentation

Help clients better understand their | Identify which prices of which Increase client’s sales and
Potential Value customers and their markets products can be increased without | profitability
Added (Customer 360) significant decrease in customer
spending
Revenue N2 Risk S Costs
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IV. Advisory Update | 4. Digitalization (Customer Analytics & Chatbots)

Pr0ject Relerences - Predicting Benavior of GUSIomers

We helped a client in the insurance industry to predict the products customers would purchase in the
future. The insights we generated influenced our client’s cross- and up-selling strategy increasing
revenue and their customer’s product awareness.

Predicting future purchases based on customer segments

— Determine future product purchases based on a Identify relevant factors influencing future purchase
customer’s current portfolio and past activities decisions of customers
% of customers, which  Time until the productis ~ Number of similar
. Willbuy the product ,  bought (in case itis . Customers
H:0.23% = next = bought) =

G: 1.70%
b 1045 1:0.13%
£ 3A1% 2 0.10%

05 12.75%

€ 13.68%

H
product‘B” & ™
H

A1 64.46%

. Lo Heat map visualization of Learning decision trees to
Conducting similarity search

Customer segmentation .
regarding products

customer behavior for distinguish between
different products customer segments

Prerequisite Customer data availability [ INRERENEEE Advanced similarity search —

platform

Develop targeted pricing strategies | Enable customer-centric marketing | Optimize cross- and up-selling

Potential Value campaigns strategy

Added

Revenue N B8 Risk S Costs
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IV. Advisory Update | 4. Digitalization (Customer Analytics & Chatbots)

PI0JBCT ReIBrences - Customer service bot

We helped our client in the retail industry maximizing the degree of automatization of their customer
service and thus enabled an increase in efficiency and customer satisfaction.

—

Automation of the Customer Service

Provide personalized Automate answers on Auto-categorization of Leveraging self-learning
customer experiences simpler queries incoming queries and self-adjusting
capabilities

Age category

= / u gt + outeut +

Vihal age are yout Ape Category
Age category - o 1 €16 ot I soas Armane 7rp b, pnae

Decision Model Decision Table Chatbot view

/

Decision modeling

and self learning I_ntt_egratlon of Drawing context Iterative Reporting und
f o existing data and from data sources / development &  gu g )
rom pre-existing : " . e EWSS
dkia service desk Cognitive Engine improvement
Adequate technology for all
Y Internal, external data sources q . Yy
Prerequisite I modules (cognitive engine, bot,
and DMN model .
client module)
Improved customer Discussions facilitated by | Maximizing the amount of | Optimizing efficiency
Potential Value experience and tailored technology and data automated responses through improved
Added solutions including medium accuracy, speed and
complex requests through-put volume
Revenue Nl & Risk NS Costs N
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IV. Advisory Update | 4. Digitalization (Al-based Forecasting)

1ypical project sequence

Dataanalysis Pricing design Ploting Implementation

» Determination of the = Definition of analysis = Accompanying Implementation of the
data sources used models piloting, i.e. the system into the live

= Data consolidation = Determination & results of the models . peyelopment of
and preparation definition of are integrated into the. ¢ rting and
parameters FreEEsses monitoring systems

Project- & Change Management (2R
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IV. Advisory Update | 4. Digitalization (Al-based Forecasting)

Advantages of A-pased rorecasting

KPMG

i

Computer takes over many tasks
in the planning process

Cost reduction

Improved
processing

Increased
efficiency

Providing an overview of large
quantities of time series

Increase in
machining quality

More time for complex tasks
Relief for

4‘ employees

through automation of routine
tasks

Increase of
profit and
margin

through increased efficiency and
better planning options
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IV. Advisory Update | 4. Digitalization (Al-based Forecasting)

PI0ject References - Rellable demand forecasts through big Data

An international prescription lens manufacturer has asked KPMG to improve the resource planning of its
supply chain. External factors (e.g. weather and holidays) influence demand, which has historically led to
unanticipated peaks.

—

Demand Forecasting on Basis of Customer Demand

Optimize the quality of models to enable two-week Integrating insights into existing processes and
forecasts to be taken on an ongoing basis generating positive effects on the supply chain

(I

Actual and forecasted demand per
weekday

Sales data for two years Comparison of models

Exploratory data analysis, Early detection of changes in

Model evaluation and comparison

augment with predictors demand

Forecast order volumes

i Time series analysis of . . Determine optimal model
Prerequisite historical order volumes I with Weat:;é;gd holiday - IS per region »
Models that capture Increases reliability Allows for flexibility and Deep knowledge about
Potential Value multiple seasonality through data driven customization year-end seasonal demand
Added improve sales forecasts decisions fluctuation

(e.g. yearly, weekly)
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V. Legal update | 1. Legal Aspects of Initial Coin Offering (ICO)

| 20d ASpects of Initial Goin Offering (ICO)(1/2)

1. What is an ICO?

The ICO, including Security Token Offerings (STO), is the collective term for the first public offer of
tokens and/or coins generated on a Block Chain, in particular for financing purposes.

- . PaX. I
=~ Token/Coins ~ & Fiat-/Cryptocurrency

Tokens/coins are In return, the subscriber

generated on a Block transfers the issue price Access, Use,
Chain and typically 0 in crypto- or fiat currency Added Value
provided with certain

properties via so-called
Smart Contracts

otartup SUDSCrner

»Tokenization“ of Real Assets

Financing

allia

Coin/Fiatl T Token In the course of the

&@% ICO, typically the
; tokens/coins are
Trustee/SPV/AIR transferred typically

l to the Wallet of the
Subscriber
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V. Legal update | 1. Legal Aspects of Initial Coin Offering (ICO)

20 ASpects of Inital Gon Offering (1C0)(2/2)

2. How are ICOs regulated?

No ICO-specific regulatory framework in Application of existing securities and No uniform legal qualification of tokens in

EU and German national law, but financial market regulations to the ICOs the EU, but existance of regulations
Germany is preparing a specific regulation 8 by the financial supervisory agency focussing on FinTechs
for digital bonds on a Block Chain

Legal und regulatory challenges

{
{
{

— Smart Contract — Liability (e.qg. risks regarding technical executions)
- Self Executing Contract
- Declaration of intention: assignment and interpretation of the
Smart Contract
- Legal ownership

3. How can KPMG support you?

Navigation Support POSI-G0 support

— Understanding a variety of different — Drafting of necessary documentation — Long-term accompanying of our
EU und national laws — Obtaining of required admissions and clients in terms of utilization of
— Establishing individual regulations permits according to the financial achieved funding, investor
fitting your business model supervisory authority communication and limplementation of

business goals
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V. Legal update | 2. Changes in data protection law due to EU regulation (GDPR)

Changes Indata protection law due to EU regulation (GDRR)(/2)

1. Sanctions framework

Sanctions pursuant to GDPR
since 25 May 2018

Sanctions pursuant to German
data protection law (BDSG)
until 25 May 2018

up to € 300,000

up to € 20 Mio.
up to € 10 Mio. or 4% of the
Compliance or 2% Of the Infringements WorIdWide

infringements » worldwide of “rights of » annual turnover
in general data subjects”

annual turnover
I I P
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V. Legal update | 2. Changes in data protection law due to EU regulation (GDPR)

Changes Indata protection law due to EU reguiation (GDRR)(Z/2)

2. What else is new?

Extended rights of customers, employees Documentation obligations(e.qg. EU Commission's adequacy decision
etc. (e.g. information, restriction of maintaining records of data processing facilitates data transfer from EU to Japan
processing, data portability) activities or ability to prove the consent) since 23 January 2019

Extension of responsibilities to companies, organisations etc.

— Ensuring the rights of data subjects (= customers, employees etc.) — Implementing a process to react in time regarding information and
— Obligation to carry out a data protection impact assessment in notification

cases of high risk — Accountability: Burden of proof is reversed (- companies have to
— Notification to the supervisory authorities in cases of personal data prove their compliance with GDPR)

breach

3. How can KPMG support you?

[T Support mplementation support Ongoing Legal support

— Implementing an Information Security = — Reviewing the legal basis for — Accompanying our clients in all
Management System (ISMS) processing personal data phases of a GDPR implementation

— Installing an Identity & Access — Setting up contracts with third parties project and also thereafter
Management (IAM) that process personal data — Communication with the supervisory

— Implementing procedures for data — Developing a recording of processing authorities, if necessary
deletion (erasure) activities
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V. Legal update | 3. New European and German Legislation on Holidays

New European and German Ledislation on Holidays (1/3)

EU Directive 2003/88/EC Incorporation into German legisiation

Article 7 EU Directive 2003/88 para 1: Sec. 1 Federal Leave Act:
1. Member states shall take the measures Each Employee is entitled to paid recreational
necessary to ensure that every worker is entitled holiday leave in every calendar year.

to paid annual leave of at least four weeks in
accordance with the conditions for entitlement o _ _ .
to, and granting of, such leave laid down by | 1. The minimum annual paid holiday leave is 24

Sec. 3 Federal Leave Act:

national legislation and/or practice. working days.

2. The minimum period of paid annual leave may 2. Working days are all calendar days, which are

not be replaced by an allowance in lieu, except not Sundays or public holidays.
where the employment relationship is Sec. 7 para 3 Federal Leave Act:
terminated. ) o
o _ _ The holiday must be granted and taken within the
EU directives have to be incorporated into the calendar year. The leave may only be carried over
national legislation of EU member states. to the next calendar year if this is justified by urgent
reasons within the company or in the person of the
employee.
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V. Legal update | 3. New European and German Legislation on Holidays

New European and German Legisiation on Holidays (2/3)

Judgement of European Court of Justice (November 2018)

The case:

An employee had accumulated 51 days of remaining leave from two years, which he could no longer take until the end of
his employment relationship. He sued his employer for payment of the remaining days of leave. The European Court of
Justice had to decide to what extent the employer is obliged to order an employee to take leave in order to use up
remaining leave.

The Judgement:

“In view of the mandatory nature of the right to paid annual leave and of the need to ensure the practical effectiveness of
Article 7 of Directive 2003/88/EC, the employer must, inter alia ensure, in concrete terms and in full transparency, that the
worker is effectively able to take his paid annual leave by requesting him — formally if necessary — to do so and, in order
to ensure that the leave can still provide the rest and relaxation to which he is to contribute, to inform him clearly and in
good time that, if he does not take it, the leave will expire at the end of the reference period or a legally permitted carry-
over period.”
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V. Legal update | 3. New European and German Legislation on Holidays

New ELropean and German Legisiation on Holidays (3/3)

Recent Judgement of German Federal

Lapor Gourt (March 2019)

,In an interpretation of Sec. 7 Federal Leave Act in
conformity with the EU Directive, the expiry of leave
can generally only occur if the employer has
specifically requested the employee to take the
leave and has clearly and in good time informed
him that the leave otherwise expires at the end of
the holiday year or transfer period.“

(only press release available)

KPMG

Practical Problems for Employers and
[ecommendation

The judgement of the German Federal Labor Court
leaves the employers with the uncertainty to
determine what a “clear and timely” information to
the employee is. Additionally, it remains unclear in
which form the information validly has to be issued.
This will be clarified by future judgements.

Employers are highly recommended to issue such
information in writing by stating the number of
remaining holidays for documentary purposes
timely enough to enable the employee to take all
remaining holidays before the end of the calendar
year or the transfer period.
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V. Legal update | 4. Employee Protection Against Unfair Dismissal in Germany

-mployee Protection Against Uniair bismissal in Germany

1. Employee Protection in Germany

Updates Protection of Special Employees Adcitional Pratection

Act against Unfair Dismissal (Kindigungsschutzgesetz): The termination of an employment relationship with Additional regulations provide for employee dismissal

— Applicable to employees employed in a German operation an employee who is subject to special employee protection, such as:
with more than ten employees and after six months of protection, is unlawful. Employees with special — Consultation of works council before every
service with the company dismissal protection are e.g.: dismissal (Sec. 102 Works Constitution Act —

— Adismissal is unlawful if not socially justified — Pregnant women and/or mothers Betriebsverfassungsgesetz)

— Adismissal is socially unjustified if it is not due to reasons (Maternity Protection Act — — Collective bargaining agreements can provide
related to the person, the conduct of the employee, or to I AL AR ) for provisions or regulations deviating from
compelling operational requirements which preclude the — Employees in Parental Leave statutory provisions or regulations
continued employment of the employee in the company (Federal Parental Allowance and Parental — Statutory termination notice periods are
- Reason related to the person: e.g. physical inability to UG A= MR ESEET= e T extended depending on the length of service of

perform contractual work, missing or invalid work permit Elternzeitgesetz) the employee with the company (Sec. 622 para.
— Employees in Family Care Time 1 German Civil Code — Birgerliches

- Reason related to the conduct: e.g. often arriving late for
work, not following instructions from superior, i
inappropriate behavior towards superior or colleagues — Members of Works Council

(Family Care Act — Familienzeitgesetz) Gesetzbuch) and may exceed contractual notice
periods

- Reasons related to operational requirements: e.g (Act Against Unfair Dismissal — — Atermination of a fixed-term employment
decline in orders, restructuring measures e Kundigungsschutzgesetz) contract is not possible, unless explicitly agreed
. . ' N —  Data Protection Officer in the employment contract (Sec. 15 para. 3
— Social selection amongst comparable employees required if - e o _
termination due to compelling operational reasons taking (Data Protection Act — Pa_r t t'-m eand le_e d-term Contracts Act
into account the following criteria: Bundesdatenschutzgesetz) Teilzeit- und Befristungsgesetz)
- Gt — Employees with severe disability (> 50%) — Atermination due to the transfer of a b_uginess is
(Social Code IX — Sozialgesetzbuch [X) unlawful (Sec. 613a para. 4 German Civil Code)
) Age. — A Probation period can only be agreed on for
- Duties to support dependents and the maximum duration of six months (Sec. 622
- Severe disability para. 3 German Civil Code)

2. How can KPMG support you?

In any event of headcount reduction and the necessity of a social selection, we can provide you with the IT-tools “SmartCompare” and “SmartSelect” to ensure a high degree of

compliance with the provisions of the German labor law in the course of a restructuring process and to avoid unlawful dismissals, labor court disputes and project delays.
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V. Legal update | 5. EU Company law package — Digital tools and processes

-U Company aw package - Digital tools and processes(1/2)

1. Approval of EU Directive 2019/1151 on digital tools and processes for companies

On 20 June 2019 the EU approved Directive no. 2019/1151 (the “Directive”) concerning the use of digital tools and processes in
company law. The Directive was published on the EU Official Journal on 11 July 2019 and Member states have time until 1 August
2021 to bring into force any law or regulation necessary to comply with the Directive and effectively implement it in their legal systems.

2. General overview of the new rules for the

digitalization of corporate law

The main goal of the Directive is to allow for an easier and faster
incorporation of new companies through digital tools and
processes.

The main innovations brought by the Directive are listed below.

KPMG

Companies will be incorporated through an online procedure
without the necessity for the applicants to appear in person
before any authority (member states may decide on the role of
notaries).

Member states may exclude certain corporate types from

online incorporation.
All documents shall be submitted in electronic form.

This procedure will be available if the corporate capital is paid in
cash (exceptions may be introduced by member states).

In the best case scenario the company is incorporated and
fully operational in five days and, in any case, no later than
ten days.

Companies may also register branches in other EU member
states with the same online procedure.

3. How can KPMG support you?

Updates

— Providing updates on the implementation of the Directive in
Germany and other EU member states.

— Detailed analysis of the final procedures and forms (e.g. templates
of the bylaws and websites operations) that will be set up by EU
members states.

oupport

— Evaluation of the right kind of company to be incorporated and
assessment if online formation is admissible for chosen form.

— Description of the step-by-step procedure to access the online tools.

— Assistance in drafting the necessary deeds/agreements and
collecting all the digital documents necessary to file the
incorporation request.

— Engagement with other EU KPMG firms to provide assistance for
subsidiary or branch registration.
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V. Legal update | 5. EU Company law package — Digital tools and processes

-U Company law package - Digital toalS and processes(/?)

1. Current status

In addition to the digital tools and processes directive, the EU is in the final stages of approving a second directive on company law
regarding a new set of rules for cross-border conversions, mergers and divisions (the “Proposed Directive”). The draft was approved
by the EU Parliament on 18 April 2019 and must now be approved by the EU Council before becoming binding for member states,
which will then need to adopt specific legislation in their systems.

2. General overview of the new rules for cross-border 3. How can KPMG support you?
transactions

Keeping in mind the freedom of establishment principle, the main UDUa[BS

goal of the Proposed Directive is to allow greater freedom to

companies to move/merge/demerge across EU member states. — Providing updates on the final approval of the Proposed Directive
— The Proposed Directive would integrate the current legislation, and its implementation in Germany and other EU member states.

which governs only cross-border mergers, creating a legal — Detailed analysis of the new legal framework for cross-border
framework for cross-border mergers, transformations and extraordinary transactions.

divisions for all EU member states.
SuppoIt

European law and rely only on case law). — %Analysis ?(f possible group reorganization in the light of new legal
ramework.

— Evaluation of different scenarios focusing on the best type of
transaction in cross-border operations.

— Involvement of KPMG tax advisors for the analysis of available tax

Transferring companies across Europe will be certain and
more straightforward to execute (as of today cross-border
divisions and transformation are not governed by codified

EU Commission estimates cross-border transactions will also
become faster and cheaper than today.

One of the goals of the new legal framework is the safeguard
of the rights of minority shareholders and employees’ rights

ST : strategies.
Ll ese_transa_ctlohs. _ - — Drafting of legal documents executing the cross-border
The transactions will still need to comply with destination transformation/merger/demerger.
member state’s rules for incorporation and business start-up — Engagement with other EU KPMG firms providing assistance in
operations (notary public or digital incorporation if feasible). originating or destination member state.
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KPMG in Germany

Jetaled Facts

Revenue*
In financial year 2018

lon eures 671 wi 462 vi 670 wi

Audit Tax Advisory

* including other sales

Approximately

employees at 25 locations

3,605 2,145 3,249 2,308

Audit Tax Advisory Central Services
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Global Japanese Practice in Germany

More than Ba0 Japanese companies are served Dy KPMG InGermany
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and timely information, there
can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.
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