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

(sermany - Economic Overview (1/2)

An economy focused on global growth Largest Economies by Real GDP, 2019 Real GDP Growth
— 4th largest global economy by GDP and RIS ROL)) (In percent)
largest market in Europe by GDP and

population ush I 21428 2
— Strong focus on industry and China I 14343 1.
construction with SMEs being the back Japan WM 5082 8'
bone of the social market economy and Germany [ 3.846 _2046—2016—204/—2048—201 2021
major driving force behind growth and India M 2875 2
employment UK Il 2827 3.
— Foreign direct investment (FDI) of 920 France Il 2,716 -4,
billion USD in 2018 (6th highest globally) ltaly Wl 2,001 'Zl —&—Euroarea Germany
reflects Germany's powerhouse status Brazil [l 1,840 S
— 3rd largest exporter after China and the Canada [l 1.736 ;
US with leading export goods being Source: World Bank, 2020 Source: IMF 2020 Esﬂmatm)

machinery, vehicles, chemicals, and

equipment Germany Foreign Trade of Goods and Largest Investment Destinations, 2019
— Due to the current global developments, RISV PSRNIRENITTANN! (FDI inward stock, in billion USD)
German exports and imports decreased

over the past months. In May 2020, with USA odos
80.3 billion Euros exports declined by 2000 ChiNa e 908
29,7 % compared to the previous year. o UK e 2075
Imports totaled 73.2 billion Euros, a 1400 ./._./.___._.\-/././I l\;ethena:ndj e 1749
. t
decline of 21.7% compared to May 2019. 1588 M wi zlcreerlzrr:d — 1167
— In 2019, German exports and imports 800 Germany . 100s
. I
exceeded the former record highs of 600 —B— Exports —e—Imports France
400 m— 824
2018. Exports reached a value of 1,327.6 200 SPain 715
billion Euros, an increase of 0.8% and 0 Mexico w514
imports reached a value on the previous SR R N N R R A A 4 Russia o 408
o 1 L ) e ] P R O
year. of 1,104.1 billion Euros, an increase
of 1.4% ) i ) ) )
Source: Destatis, EIU, 2020 Economist Intelligence Source: OECD, 2020
Forecasts
m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*



LRI 7YTT— M. EUO RO RAY- i D RIS &R

Y - #EEI (2/2)

MEIREERERRES LOBI2{RETD

— FEEDOCILEEF0.5%L. EFELIDEAIEC
BRBEHBND. 2020FEFICRTMENE
FolELTE, SHEIME LWIRENERSND,

— JOFBHEICED, SEOKREEMIFIITH43 18
AANS270B ANEIIT2ERiIAFND. E-F 13
($2020F DEEIMMHHAT., KEE (K300 N o8
(L L3eHBNB, 03

— RAYEEBECLZHBAZERLUZESS 02
O7TO0-FOER. MMOEUEE LU T I 07
DB FEIX RO LR (EEERKEECURFO>TWVS, 2015 2016 2017 2018 2019 2020 2021

— TOFER. BEBEEMEIECEVDOFIZ LRI,
ESRHRELTOR N ERRF N ZZH TN,

12IL=R
(¥ %)

—@— Euro area —— Germany

Source: IMF, 2020

120
—@— Euro area —— Germany

115
110
105
100
95
90

Source: OECD, 2020

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG

KPMG

-

HETE (20204F7 B B)

BEHAISS5EIAN
(OECDR—2X 20105%100£93)

(%)
12

1°'\'\-\_\-/\.

—#— Euro area —¢— Germany

o N A~ O ©

2015 2016 2017 2018 2019 2020 2021

—

Source: IMF 2020 HETE (20205E7 Ak )

BRF 2D S5 @R

(OECDR—X 20105F#%21£93)

1.09

~—— Euro area —— Germany

1.07

1.05

1.03

1.01

0.99

0.97

0.95
gepggeoc-copreeree
©O O O O O O O O O O o o o o
N N &N N N &N &N N N N N N NN

Source: OECD, 2020

global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*



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

(5ermany - Economic Overview (¢/2)

A strong foundation promotes competitive
advantage

— At 0.5%, the inflation rate in advanced
economies is likely to be significantly
lower this year than last. Even with the
economic recovery beginning in the
second half of 2020, price increases are
likely to remain limited for the time being.

— Due to the coronavirus pandemic, the
number of unemployed will rise by an
average of about 430,000 to 2,700,000 this
year. The peak is likely to be reached in
the third quarter of 2020 with around
3,000,000 unemployed.

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

KPMG

Inflation Rate Unemployment Rate
(Annual change in percent) (In percent)
2.8 12
—@—Euro area —e— Germany
23 10
1.8

8

1.3 6
0.8 —#— Euro area —¢— Germany

0.3 4

0.2 2

-0.7 0
2015 2016 2017 2018 2019 2020 2021 2015 2016 2017 2018 2019 2020 2021

Source: IMF, 2020 Source: IMF 2020

Estimates (July 2020) Estimates (July 2020)

Unit Labor Costs
(OECD Base 2010 = 100)

Hourly Labor Productivity (GDP/hour worked)
(OECD Base 2010 = 1)

120

1.09

—@— Euro area —— Germany

115 —— Euro area —&— Germany

1.07
110 1.05
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I. Economic Update | 1. Germany within the European Union Attractive investment location

-Uropean union - Economic Overview

Structural reforms and fiscal discipline to European Union GDP Share by Country, 2019 Central Bank Interest Rates
boost confidence for sustainable growth (100% = € 13,9 trillion) (In percent)

— Operating as a single market with 27
countries, the EU is a major world trading
power. With an estimated GDP of € 13,9
trillion, itis one of the largest economic
regions in the world.

— Over 64

done with other countries in the bloc. With
just 6.9 % of the world's population, EU

trade with the rest of the world accounts 9%
for some 15.6 % of global imports and
exports.

— Under the EU's Stability and Growth Pact
(SGP), Euro member states have pledged

tRate ***** JAPAN INTEREST RATE

% of EU countries' total trade is

Spain

2012 2014 2016 2018 2020

Source: Eurostat, 2020 Source: BOJ, ECB, 2020

General government net lending/borrowing General government debt (as a % of GDP)
to keep deficit and debt below certain (as a % of GDP) (In percent) (In percent)

limits: government deficit may not exceed 2 200
3% of GDP, debt may not exceed 60% of 1 180 g—0—o@—®
GDP. o 160
— The European economy entered a sudden -1 1‘218 —o—o 0
recession in the first half of this year with -2 100 o
the deepest output contraction since World 3 8 —eo—o—o
War Il. Overall, the euro area economy is 4 o T——
forecasted to contract by about 832% in 5 s 40 _ —B—France — e Germany
2020 before recovering at an annual ermihy o @ Greece —o—ltaly
growth rate of 6% next year. 6 G / . Spain —®— United Kingdom
7

— The absence of a deal on the relationship 2015 2016 2017 2018 2019 2020 2021
H/_/

2015 2016 2017 2018

between the EU and the UK as Of 2021 Source: IMF 2020 Source: IMF 2020
remains an important risk.

KPMG

Estimates (July 2020)
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I. Economic Update | 1. Germany within the European Union Attractive investment location

(sermany - Factors of Distinct Competitive Advantadel1/3)

E?)‘(’;:ltji?r?le Geographic Innovation Leadership

— Centrally located in Europe — Germanyis a world leaderin wind energy, in terms of both installed
capacity and the design and manufacture of turbines. The government
plansto 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

— Goalto closeall nuclear power stations by 2022.

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

— After Switzerland, Europe's leading patent applicantand a leading global
force in high-tech solutions

— Excellent production standards

— InInnovation performance, Germany scores 7th place in the 2020
EuropeanInnovation Scoreboard (IUS) and 4th in the iit-Indicatorranking
(2019)

— According to WEF’s Global Competitiveness Report 2019, German
companies are among the mostinnovative in the world, placingfirstin
Innovation capability. Companies spend heavily on R&D (8th) and can rely
on an institutional framework, including prominent research institutions
(4th), and on a highlyeducated labour force (5th) 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 (4th in cluster development).

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

14



LSRR 7YTT— M. EUO O R1Y- D BRI ERLR

Y — BAMER S _EOBAIIEDZEX(2/3)

BRREXE EERETOEBNEARE mUWEENZH I 555ED

— 1—-OfEICENMNDET . BERERRE
HARA > I TRRINER B ZEE T D,

— EAHISIAAE IEAREUROD K E
MIBABRICTITCATES,

— BEERT LSRN - U—-EREEE
((EFEBIT?.

— %@%Etﬁﬁb@@%iﬁb‘%‘)—’j—
>V

— [Made in GermanylDIN)UL, #¥T
StEmEBEZRT,

— 1€ A #& {1 (¥ AAA (S&P), Aaa
(Moody “s), AAA (Fitch)

KPMG

— HFRAYIROT O

— NI -3 223>
DA>I3

— HIBRADINmZREL Y o5& LikO#
XY NI

— EERRAIRMEEE (LPI 7R
TAFR) T2018FEFRE 1L (2012
FOMFRBAAILD EF)

— HFREFIA-5L (WEF) OEERR
FLR— 20194 T, AL,
HEAVISOECHNTFEESAL £T
OEIXFER(SE>THE RO BZES
Do

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

— BB THENDIMERSEN 1 &

WAFILO ATV

— BE10FEMICHITBEURTREHERNTS

BOAMD EFE

— BVSBEREME

15



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

(sermany - Factors of Distinct Competitive Advantade (¢/3)

Economic Powerhouse R Lo 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 b il talent pool

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

— Large domestic market and easy
access to growing markets in the
enlarged EU

— First-class transportation
networks ensure on-time
delivery — High labour productivity

— Highlyindustrialized and
diversified — with equal focus
placed on services and production.

— No. 1 performer in the 2018
World Bank's Logistics
Performance Index (LPI) (since

— Leadership in building of 2014), up from rank
machines and automotive 4in 2012.
industry — Ranked 7t overall in the World
— “Made in Germany” label stands Economic Forum (WEF) Global
for innovation and excellent Competitiveness Report 2019 and
quality 8th for quality of infrastructure,
— Credit ratings: AAA (S&P), Aaa boasting first-rate facilities
(Moody’s), AAA (Fitch) across all modes of transport.

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*
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I. Economic Update | 1. Germany within the European Union Attractive investment location

(sermany - Factors of Distinct Competitve Advantade (5/3)

Attractive Business Climate High Standard of Living

— Sound legal and social environment with predictable and reliable — Modern, tolerant, cosmopolitan
political 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, recreation facilities

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

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

— The UNCTAD World Investment Report 2019 ranks Germany as the 5th of
most promising investor home economy for FDI in 2017-2018 and 14th
for top prospective host economies FDI inflows for 2017-2018.

— The WEF Global Competitiveness Report 2019 acknowledges Germany’s
competitiveness strengths, which include high business dynamism (5th)
and an innovation ecosystem that is conducive to high levels of R&D
innovation (2nd).

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
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HRXR{PECLB108A1-0%2BX3RMYTOEYR:
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FHRRENR Interprint GmbH ENmI TV ANV
RBH-—R> COBEX Holdco GmbH 2Ot J4—2N=F>
ACCESS NetRange MMH GmbH VIRI17 -
VR Biofrontera AG L3S LIN=o—-€> 2019
=ZUF JRT DVB Bank SE-Aviation Fin Div fZERT 74> R -
"5 Terex Corp-Subsidiaries(7) i -
ANIIIT>="J7

KRG T H Proseat GmbH & Co KG SEERT IWRILD
Notes:  Announced and Completed
Source: Thomson ONE Deals, July 2020
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I. Economic Update | 2. Acquisitions in Germany

[Ne laest Japanese Acquisitions exceeding 10 Millon turo In Germany

Japanese Group German Company Industry City Year
Toppan Printing Co Ltd Interprint GmbH PUBLISH Arnsberg
Tokai Carbon Co Ltd COBEX Holdco GmbH OTHERMAT Wiesbaden
ACCESS Europe GmbH NetRange MMH GmbH ISS -
. 2019
Maruho Deutschland Gmbh Biofrontera AG PHARMA Leverkusen
MUFG Bank, Ltd. DVB Bank SE-Aviation Fin Div CREDIT -
Tadano Ltd Terex Corp-Subsidiaries(7) MACHINE -
Morfelden-
Proseat Europe GmbH Proseat GmbH & Co KG AUTO Walldorf

Notes:  Announced and Completed
Source: Thomson ONE Deals, July 2020

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*
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PEPECLB108 L 1-0%Z7EB X3 RMYTOELX

PEXREE RAWibs
R . - e . N 2020
Wuxi Biologics Germany GmbH Bayer AG-cGMP Facility Assets EZFEm L-=0-t>
ECONOSTO International Holding
Neway Valve (Suzhou) Co Ltd Deutschland GmbH At -
China Lodging Hldg Singapore Steigenberger Hotels AG J-1A 732797k
Zhongding Europe GmbH Heinrich und Bach + Co GmbH oo E1-45E FiLevIL bk
Investor Group Volocopter GmbH LISt TIwI5-)L 2019
NJASD Holding GmbH Carl Cloos Schweisstechnik B BRI 7T I h-
Core Mainstream Germany Gmbh Wfalia Metallschlauchtechnik BHESD -
Alibaba Group Holding Ltd Konux Gmbh VIRI17 AN
Zhejiang Hailiang Co Ltd Kme Ag-Brass Rods Bus ErYSA0x e S -

Notes:  Announced and Completed
Source: Thomson ONE Deals, July 2020

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*



I. Economic Update | 2. Acquisitions in Germany

[Ne aest Chinese Acquisitions exceeding 10 Millon turo In Germany

Chinese Group German Company Industry City Year

I . - . 2020
Wouxi Biologics Germany GmbH Bayer AG-cGMP Facility Assets Pharmaceuticals Leverkusen

ECONOSTO International Holding
Neway Valve (Suzhou) Co Ltd Deutschland GmbH OTHERIND -
Frankfurt Am

China Lodging Hidg Singapore Steigenberger Hotels AG GAME Main
Zhongding Europe GmbH Heinrich und Bach + Co GmbH OCPS Kirchardt
Investor Group Volocopter GmbH AERO Bruchsal 2019
NJASD Holding GmbH Carl Cloos Schweisstechnik BLDGCE Haiger
Core Mainstream Germany Gmbh Wfalia Metallschlauchtechnik AUTO -
Alibaba Group Holding Ltd Konux Gmbh SOFT Munich
Zhejiang Hailiang Co Ltd Kme Ag-Brass Rods Bus METALS -

Notes:  Announced and Completed
Source: Thomson ONE Deals, July 2020

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG

global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*
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I. Economic Update | 3. American protectionism vs free trade

UVerview

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. On July 1, 2020, the new Canada-United States-
Mexico Agreement (CUSMA) entered into force.

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.

So far, the US has slapped tariffs on US$550 billion worth of
Chinese products. China, in turn, has set tariffs on US$185
billion worth of US goods. Some products are being hit by
multiple tariffs. China, Canada, the European Union, South
Korea, and Mexico are the biggest targets.

Mutual blame over the coronavirus pandemic has reignited
tensions between the United States and China, threatening to
break what was already a fragile truce on trade between the
world's biggest economies.

The pandemic has left the global economy in a much more
precarious position than it was when the two countries began
sparring over trade two years ago. And neither can afford the
damage another full-blown trade war would inflict.

... 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.

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 nearly
€70bn 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.

© 2020 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG
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I. Economic Update | 4. Brexit

JVerview

The impact of Brexit on non-EU companies in UK Germany: a new hub for Japanese companies in Europe

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

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.

The UK stopped being a member of the European Union (EU) at 23:00
GMT on 31 January 2020, but that's the not end of the Brexit story.
Over the summer, UK and EU officials will try to agree what the future
relationship will eventually look like.

Traditionally, the UK has been one of the most attractive destinations
in the EU for non-EU companies for establishing a European holding
company.

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

Japan is a significant trade partner for the European Union, benefiting
from equal access to member country markets. The United Kingdom
absorbs around 20% of Japan’s total exports to the EU and is home to
nearly 1000 Japanese companies.

Britain began post-Brexit trade talks with Japan aiming to reach an
agreement to replace the existing one with the European Union by the
end of the year.

The countries will build on the existing Japan-EU deal, with Tokyo
looking to scrap auto tariffs while London has said it wants benefits
for its financial services and textile industries.

Japan is one of the biggest sources of foreign direct investment in
Britain, which its companies have long seen as a pro-business, liberal
gateway into the rest of the EU.

the German economy as business expectations among entrepreneurs
remained strong.

More firms are relocating their operations in Germany than ever
before

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.

Japanese companies including Sony, Panasonic, Mitsubishi UFJ
Financial Group, and Nomura Holdings have moved some of their
European operations to countries such as Germany and the
Netherlands.

Ny

-
Ar
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I. Economic Update | 5. Business in Germany

Jverview

,Germany continues to
be the major business
and investment
location for Japanese
companies in Europe.
Thisis due to the stable
German economy, the
new EU Japan Free
Trade Agreement
(JEFTA) and an
excellent business
infrastructure for
Japanese companiesin
the major hubs
Dusseldorf, Munich,
Hamburg and Frankfurt.
The business outlook
for Japanese
companies in Germany
remains positive,
despite threats due to
global trade conflicts
and protectionist
tendencies.”

Jorg Griinenberger

Partner, Head of
Country Practice Japan,
KPMG

Notes: (a) For the KPMG publication Business Destination Germany 2020 the research institute KANTAR Emnid

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. Future prospects are viewed
optimistically too: 70% of all surveyed
companies assess the prospects of their
German company as very good or good.

69% 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
1,100 Japanese companies employ more than
115,000 employees in Germany.

The Japanese companies in Germany account

for a turnover of EUR 84,640 million.

Openness to foreign investors

Germany enjoys a solid reputation among international companies
with regards to its openness to foreign investors. The strong
presence of German institutions in foreign countries has a positive
impact on the attitude of foreign investors towards Germany. For
decades Germany has been able to establish and expand a
successful network of institutes that promote foreign trade.

Almost half of them (47%) assess it as at least among the Top 5

countries of the EU.

Information in percent (n=340)

m Leader

= Top5

= Midfield
= Bottom 5

= Worst perfomer

Do not know, no answer

conducted a telephone survey of 340 CFOs of private German subsidiaries of foreign parent corporations.
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I. Economic Update | 6. Coronacrisis pandemic and economic consequences

£Xpected overdl economic development

Economic forecast of the German council of economic experts (June 2020) for 2020 and 2021

GDP h The German Council of Economic
grOWt Experts is an academic body that
830 1 o advises on economic policy issues.
810 The Council is fully independent in
790 -0 its advisory role and operates in a
transparent manner. It describes the

770 - -5 current economic situation and its
750 likely future development,

- -10 highlighting any adverse trends and
730 possible ways of averting or
710 r -15 mitigating them. To this end it

discusses various indicators of
economic output, quality of life,

sustainability, and politically
mmm Current forecast (GDP in bn. euro) (from 2020-Il forecast period) defined targets.

—e— Change on previous quarter (right hand scale) (percent)

- The development of the German economy is likely to be relatively close to the risk scenario described in the
Special Report (March 2020) as a "pronounced V".
- The GCEE forecasts the real gross domestic product (GDP) to decline by 6.5 % in 2020.

- For 2021, it expects positive growth rates of 4.9 %. Consequently, GDP is unlikely to return to its pre-pandemic
level before 2022.

-  The unemployment rate will continue to rise in the coming months and will only start to decline in the course of
2021.
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I. Economic Update | 6. Coronacrisis pandemic and economic consequences

FCONOMIC StMUIUS packade InGermany

cUR 130 Dillon Stimulus Package

The latest package is expected to provide stimulus in the amount of EUR 130 billion to the German economy. Please note that for some
measures the details are not yet determined and the legislative process is partly still ongoing.

INe measures are expected o include

— Decrease in VAT rate from 19% to 16% and from 7% to 5% for the period 1 July 2020 to 31 December 2020. This measure is expected to increase
demand in the second half of 2020 and is considered one of the essential measures of the package.

— Increase of the carry-back of losses for the years 2020 and 2021 from the regular EUR 1 million to EUR 5million. This allows companies that are hit by
the COVID-19 crisis to get extended financial relief for any losses incurred in 2020 and 2021 if they were profitable in the past. Additional losses
exceeding the EUR 5million threshold can still be carried forward and offset against future profits.

— Acceleration of depreciation and amortization rates by the factor 2.5 (capped at 25%) for 2020 and 2021. This will allow additional relief from taxes in
case new investments are made by accelerating the deductions.

— Tax beneficial treatment of equity-participation programs for employees. No details have been released yet how this benefit will be structured and
who will be able to benefit from it.

— Child bonus for families: one-off payment of EUR 300 per child
— Reduced electricity costs: The EEG levy is to be reduced from 2021 onwards

— Increase of the German R&D credit to a maximum of EUR 1million per year (for EUR 4million of qualifying expenses) until 2025.

Additional major measures that are planned will include:
= EUR 50 billion investment in the future (hydrogen economy, quantum technologies and Al). No details have been released on this yet.

= EUR 25 billion support for small and medium-sized businesses. No details have been released on this yet.
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n

[Ne New Reallty" the big picture

Jisruptions prior o COVID-19

When the COVID-19 outbreak surfaced, global trade was already being disrupted more severely than at any other point in our lifetimes. In
past few years, we've seen nationalism and protectionist policies spread across the globe, tariffs used for negotiation and retaliation like
never before, and multilateral cooperation giving way to unilateral free trade deals. Ongoing disputes, led by the US and China, were
opening a widening east/west split in the world trade order.

[he New Reality post COVID-I9

As the world moves into recovery, many of the trends underway in previous years will accelerate and new trends approach:

Protectionist trade policies will probably continue to increase, with more restrictions imposed on medical products and goods, and
less priority given to free trade negotiations.

Companies are likely to continue shifting to domestic production for critical goods

Supply chain risk management may draw more focus as companies seek to broaden their supplier base, and devote more attention to
supply chain visibility and contingency planning to address supply chain and transport risk.

international companies engaged in global trade may need to rethink all aspects of their supply chain. This includes where to locate
manufacturing operations, where to hold their intellectual property, and where to put people and activities.

The shift in retail toward digital models will accelerate, increasing priority on warehousing flexibility.

The acceleration of trends underway before Covid-19 that change the location of value drivers, such as remote and online sales, digital
delivery models, virtual teams and shorter supply chains

Above all, companies should look ahead to how they can maximize their ability to seize the tremendous opportunities that we widely
expect to arise in the post-COVID-19 world.
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INe German start-up scene

Key takeaways Start-Ups in Germany: A success story
— Germany has become a popular destination for international

Start-Up investors over the past decade. ©

(s]
— While other parts of the Germany are home to entrepreneurs in ee @

the green energy and solutions sector, Berlin is particularly .B ﬂ

promising for young technology companies, with

approximately €3.7 billion total investment in Berlin Start-Ups €3.7bn > 36% €2bn 5th
in 2019. total investmentin of Start-Ups belong Start-Up booster Germany ranks on
. Berlin Start-Upsin to the Green created by the German 5th position among
— The _rnpst_popular business mos:lels of Qerman Start-Ups focus 2019 Economy and/or government during the  the world’s best
on digitalisation: Software services, online platforms, software Social Entre- coronavirus crisis places to be for
development and other digital services account for almost two preneurship sector Start-Ups
thirds of all business models. Source: Germany Trade & Invest; Deutscher Start-Up Monitor 2019 and Federal Ministry for Economic Affairs and Energy

— Analogue business such as stationary trade becomes less )
appealing for Start-Ups, which emphasizes the importance of Top business models (2019)

digital economy. Experience shows that technology

development/production is a hybrid area in which both Software as a service 22.8%
analogue and digital business models can be found. Y Online platform 16.9%
. - . . - . - g = - n
— Digitalisation is becoming more and more important — Artificial & ¢
. . . oz Software development
Intelligence as well as Virtual/Augmented Reality and 83
Blockchain are exerting an increasing influence on the business E-Commerce and onfine business
models of German start-ups. Online networks
— As inthe previous year, the information and communication E ® Technology development and production
industry dominates the Start-Up landscape, with 30.2% of £3 Other 8.5%
German Start-Ups operating in the ICT sector, while 10.6% © o Al A 6.9
- =]
focus on consumables, 8.5% on health and pharmaceuticals X nalogue services o
and 6.7% on automobile and logistics. E 3 Stationary trade 4.8%
0% 10% 20% 30%
Source: Deutscher Start-Up Monitor 2019
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KEy drvers and notspoLs

Key drivers for the German Start-up scene 5 German hot spots for Start-Ups (2018-2019)

— Onedriver is technology: The increasing interconnection
between mobile devices and cloud computing enables scalable Hamburg (7.4%)
digital 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 (14.3%)
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.

— The German government is aiming to proactively foster
entrepreneurship and innovation. During the coronavirus crisis,
a €2 billion Start-Up booster to support Start-Ups, new
technology companies and small businesses is created. The
support package aims to expand venture capital financing, so
that funding rounds for Start-Ups in Germany can continue.

— More than half of the German 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 several cities,
including Dusseldorf.

Stuttgart (7.3%)

Munich (6.9%)

.As in the previous year, the majority of start-ups is based in
the Rhine-Ruhr area and Berlin. The new (Eastern) federal
states represent a comparatively small share.”

Source: Deutscher Start-Up Monitor 2019
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Fnancing and Partnerships

Cooperation and raising capital Common sources of capital for German Start-Ups
(2018-2019)

— In order to flourish and prosper, Start-Ups rely on raising a sufficient
amount of capital and establishing partnerships that provide

knowledge, improved efficiency and access to potential customers and Equity financing 80.8%
suppliers. In turn, established companies are in need to understand Public funds
and respond to market trends and gain access to new technologies. Family / friends
— Start-Ups in Germany use a variety of financing options, and often opt Business Angels
for a hybrid solution by using both equity and debt. Cashflow financing
— As shown in the upper right graph, the majority (80.8%) of Venture Capital
entrepreneurs use their own funds for financing. Almost 40% of Start- Incubators / Accelerators
Ups raise capital through public funds, whereas approximately one Bank loans
third obtains capital through family and friends. Crowdfunding / crowd investing 4.3%
— Business Angels are an attractive source of financing due to their 0.0% 200%  400%  60.0%  80.0%  100.0%
ability not only to provide capital but also knowledge and a network. Source: Deutscher Start-Up Monitor 2019

— Venture Capital comprises public investors such as government owned

banks, Private Equity and strategic investors that aim to establish ]

partnerships with the business they invest in. Partnerships (2019)
— Traditional sources of financing such as bank loans are of subordinate

importance.

. . . ; Established companies 67.1%

— However, the sources of financing vary depending on the size of the

start-up (number of employees), e.g. larger start-ups more often use

VC and Business Angels as a source of financing. Start-Ups 56.6%
— As seen in the lower right graph, the majority of German Start-Ups

mainly cooperates with established companies (67.1%) mostly due to Scientific institutions 54.6%

their long-term and stable planning horizon.
— With their diverse activities universities are key players in the German 0.0% 20.0% 40.0% 60.0% 80.0%

Start-Up scene. More than every second Start-Up cooperates with Source: Deutscher Start-Up Monitor 2019

scientific institutions.
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Major differences Detween|FRs and German GAAP

10f 3

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 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

|
w 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 differences between I-RS and German GAAP

20f3

|
=

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|FRs and German GAAP

30f3

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 significantimpact the balance sheet in case of significant lease-transactions.

i
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EXemptionTules regarding consolidated Statutory financia
Statements in Germany (1/4)

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 or English 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 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 and is 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 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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EXemptionTules regarding consolidated Statutory financia
Statements inGermany (2/4)

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

it is added in the version that is published in Germany:

— A fair 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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EXempionTules regarding consolidated Statutory financia
Stalementsin Germany (3/4)

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 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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EXemptionTules regarding consolidated Statutory financia
Statements inGermany (4/4)

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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3asic Components or a Compiance Management System (CMS) -
Verview

a Compliance monitoring and improvement 0 Compliance culture

— Monitoring of appropriateness and effectiveness — Awareness of the importance of rules and
willingness to compliant behaviour as basis
for CMS appropriateness and effectiveness

— Essential factor: attitude and behaviour of
management (,, Tone at the Top*)

— Prerequisite: sufficient documentation

— Reporting of weaknesses and offences

— Management is responsible for remediatio
and sanctions compliance violations

a Compliance objectives

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

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 program

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

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

a Compliance risks

— Identification of relevant compliance
risks under consideration of compliance

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

— Availability of resources
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[ompiance Management system (GMS) - Consequences of missing CMS

Legal consequences for persons acting

— German criminal law: fines and imprisonment for up té
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)

Legal consequences for companies

— Fines for crimes or offences by corporate organs and others
responsible for supervision in principle up to 10 % if corporate
have annual turnover > 100 Million EUR. Fines for Corporates
<100 Million EUR in a range between 1.000 EUR up to 10
Million EUR. Also an German equivalent to US-Monitorship
can be forced to install by court.

— Skimming-off profits, seizure, forfeiture

— Claims for damages by third parties

— Fines under UK Bribery Act and Foreign Corrupt Practices Act
(FCPA) and actual legislative proposal
“Verbandssanktionengesetz-Entwurf (VerSanG-E)” (passing
draft will be expected after summer break 2020).

Collateral damage
— Reputational damage
— Costs of clarification

— Costs of consultants

l‘

&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)

KPMG
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JoUX-a Snort overview

J-SOX (Naibutousei) Requirements
o The Japanese Financial Instruments and
Exchange Law require the following by all listed
businesses, their subsidiaries, their affiliated
companies and their external auditors:
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
T e e L internal control system”
— J-SOXis an unofficial designation, which refersto the
Japanese requirements similar to the Sarbanes-Oxley
Act section 302 (management certification) and section
404 (assessment 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 assessment 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

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

62



I EE-RF7YI57—8] 3. J0-)Ob- 721750 A —CADMIE -2 TFAT7VAKEREHETT

NEBRHIS AT DB A B

— T~ LTl — BSRE RIS | — 191N
HAE(CLHOTRENS, SAMEFHEO T TO—F (&, B4 Lik—=71>4
— COSOtDHBER ), [CHEWTRESNT — Sl EBEORHOEER, 2
- BEORSH. ack HHREHICLOT
MEHIERICASNTVG, | YRIA-AD EDSND
TS 3= E A hIHOLTI0-F — TSR R BRI ES
[EBR)ICINZBNTNS, BOIHORES LD
HA9YZ (828 ARNRR
Sttips
— EUHERE. BELOEFER | — BEARAE. B — BESNEVONOITSRE
EIRBIC. NSRS ZATLRNE | ToAULICEIIEBNAE | (R MEEREED
HIREEEED FaE> RTEEENS,
(8§ 76, 93 AktG, 43 GmbHG). (§107 AktG/5.) » TR (C{RBRMSE
— FTLOZHBRENB, — ETLOFHBREN B, B ICS(E. TRIA N
COSO (3. EF5_HHA%E(C OB R PETES | LR—b (§289 Abs. 5
BHEN3., NDIREN—FRMREIEERS | HGB) [CALTEEENS.
W3,

Notes:  (a) COSO: Ny RIIM ZEEAXEBHEMESS

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*



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

mplementationrequirements of an internal control System

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

— The control framework is — The approach to the — Indirect reporting
given in the standards effectiveness assessment

— Standards for evaluation

— Classification differences
within COSOf):
- 'Protection of the assets’
has been added to the
control objective

- ‘The opinion of the IT' has
been added to the
elements

of the ICS over financial
reporting is specified in
the standards
Risk-based Top-Down-
Approach

and audit are set by the
corporate management

Practical guidance no.82
for the examination of the
internal control system
over financial reporting
(JICPA)

— The management board has
to establish an Internal
Control System to fulfil its
obligation of commercial
diligence (§§ 76, 93 AktG, 43
GmbHG.)

— No specifications regarding
the implementation - COSO
is frequently used in practice

Notes:  (a) COSO: Committee of Sponsoring Organizations of the Treadway Commission

The supervisory board
bears direct responsibility
for monitoring the
effectiveness (§107
AktG/5.)

No specifications
regarding the
implementation — self-
assessment and reporting
to the management board
and supervisory board is
common practice
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Statutory audit requirement inGermany

Overview of thresholds post-BilRUG

Threshold values for balance sheet totals and sales revenues in § 267 HGB and § 293 HGB were raised due to the transformation of an EU
Accounting Directive into German law (referred to as BilRUG).

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 (§ 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 Tl Grvises
m EUR m EUR R

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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JaxUpda

1. Tax measures to address the effects
of coronavirus

2. New ministerial draft bill for an Act
on the implementation of the ATAD

3. DAC-6 reporting requirements

4. EU and Japan’s Economic
Partnership Agreement
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JVErview or coronavirus measures (1/2)

Measures at federal level

— Federal package of measures to cushion the economic effect of coronavirus

— Objective: Companies are to be provided with sufficient liquidity to ensure growth and employment

— To be implemented in three pillars:

Temporary staff may also receive
compensation for reduced working
hours

Complete reimbursement of social
security contributions by the
German Federal Employment
Agency [Bundesagentur flir Arbeit
(BA)]

staggered increase of the KUG

Expansion of additional earning
opportunities

Compensation for reduced hours
[KUG]

— Easier access to low interest loans

Protective shield
for Germany

— Easier ways to defer tax
from KfW (a German state-owned — Easier reduction of prepayments

development bank)

Economic stabilisation fund for
major companies: ensuring their
liquidity and solvency, to
supplement the KfW special
programmes (corporate actions,
guarantees)

Support for small businesses,
"individual self-employed" and
startups

— Suspension of enforcement
measures

Loans and subsidies Tax measures
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JVErview or coronavirus measures (/7

Further measures

EU measures
— Billions of euros made available by the European Commission to support affected sectors of the economy

— The European Commission has made the state aid framework more flexible and announced more details for applying the
rules

— Purchase of government and corporate bonds by the ECB
— Loosening of government debt thresholds for EU member states

Further measures by the German federal government
Act on mitigating the effects of the coronavirus pandemic in civil, insolvency, transformation and criminal procedure law:
— Suspension of the obligation to file for insolvency until 30 September 2020

— Ensuring the ability of companies, cooperatives, associations and homeowners associations to operate and take
decisions also in situations of limited ability to convene (facilitation of holding annual general meetings as well as
shareholders' meetings and members' meetings)

— Transformation law: Extension of deadline for the underlying balance sheet from eight to twelve months

Measures taken by individual federal states

— Immediate financial aid, e.g. Bavaria, Lower Saxony, North Rhine-Westphalia

— Loans, e.g. NRW-Bank, WIBank, Nbank

— Guarantees, e.g. Blrgschaftsbank Hessen, Niedersachsische Blrgschaftsbank (NBB), NRW-Bank
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lax measures indetai (1/2)

Deferral of tax Adjustment of advance payments

Deferral of tax payable or becoming payable by
31 December 2020

Deferral is to be interest-free "as a rule"

Further requirements:

— For "taxpayers demonstrably affected directly and
considerably"

— Presentation of circumstances necessary in the request for
reduction; however the amounts of individual losses need
not be demonstrated

— Plausible information that the coronavirus crisis has
serious negative effects on the economic situation of the
taxpayer is sufficient

For requests/applications beyond the period until
31 December 2020: specific justification is necessary

Request for deferral is possible for income tax, corporation
tax, church tax, solidarity surcharge and value added tax

Requests for deferral of tax falling due are only possible after
it has been assessed

The period of deferral is at the discretion of the competent tax
office in each individual case (taking into account the
individual requirements and specific situation); without
request for a particular period of deferral, deferrals are initially
granted for a period of three months; follow-up deferrals are
possible until 31 December 2020 in principle

Collateral security is usually not necessary

Adjustment of advance payments of income tax, corporation
tax and trade tax upon request until 31 December 2020

Further requirements:

— For "taxpayers demonstrably affected directly and
considerably"

— Presentation of circumstances necessary in the request for
reduction; however the amounts of individual losses need
not be demonstrated

— Plausible information that the coronavirus crisis has
serious negative effects on the economic situation of the
taxpayer is sufficient

For requests/applications beyond the period until
31 December 2020: specific justification is necessary

Refers to the reduction of advance payments of income and
corporation tax (incl. solidarity surcharge and church tax, if
applicable) as well as reduction of the base amount of trade
tax (for the purpose of trade tax advance payments)

If advance payments have already been made for assessment
period 2020 (income tax or corporation tax as at

10 March 2020 and/or trade tax as at 15 February 2020), the
reduction may — depending on the taxable income expected
for 2020 - have the effect that advance payments already paid
are refunded

In addition, tax offices are to refrain from assessing retroactive
advance tax payments until 31 December 2020 for taxpayers
considerably and directly negatively affected by the
coronavirus crisis
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Tax Incentives for R&D

Background / Goal of Research Allowance Act

* Improving the attractiveness of Germany as investment
location

* Enhancing existing direct R&D subsidies & grants by tax
incentives

Eligible companies

+ Taxpayers in Germany irrespective of size and profitability
R&D projects covered

+ Basic R&D, experimental R&D as well as project R&D

* Only R&D activities that commence AFTER the law was
enacted

R&D cost basis for tax incentives

+ Eligible aretax deductible wage expenses (incl. employee
benefits) in connection with the R&D projectincurred after 30
June 2020 and before 1 July 2026

« Maximum calculation basis per fiscal year (FY) increased from
EUR 2 million to EUR 4 million

+ Taxincentive/cash grant: 25% of the assessment basis, but
limited up to maximum EUR 1,000,000 (increased from EUR
500,000) per FY. A cap of EUR 15 million for R&D projects shall
be applicable to any granted State aid (incl. research allowance)
per undertaking.

+ Theresearch allowance shall not be directly paid to the eligible
entity, but rather credited towards corporate income tax.

» Precondition: Application for tax incentive (i.e. not automatically
granted within the course of Corporate Income Tax Declaration
assessment)

Extension of the possibility to carry out reorganization with

retroactive effect

"Act to implement tax measures to overcome the Corona
crisis” (Corona Tax Relief Act)

Temporary extension of the possibility to carry out
reorganization with retroactive effect to 12 months for tax
purposes

This extension leads to a synchronization with the extension
of the civil law retroactive period

Other measures

VAT rate reduction for six months (July - December 2020):
from 19% to 16% as well as from 7% to 5%

Deferral of due date for import VAT: until the 26th of the
second month following that of import

Re-introduction of declining-balance method of depreciation:

for moveable assets acquired or produced in 2020 and 2021;
max. 25% per year, max. with the factor 2.5 of the straight-
line depreciation method; first for 2020
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QVerview of tax categones (1/2)

r which tax categories can a request for deferral and request for adjustment of advance payments be submitted

(1/2)?

Corporate — Increase of loss carryback for 2020 and 2021 from

income tax EUR 1m to EUR 5m for corporate income tax
purposes; possibility to utilize 2020 losses already for
2019

— Adjustment of prepayments for 2019: Application for
reduction of prepayments by a flat-rate 30%
reduction in the total amount of income; max. EUR
5,000,000 or EUR 10,000,000 (joint assessment); 2020
prepayments must have been reduced to EUR 0

— Preliminary loss carryback for 2020: upon
application, within tax assessment for 2019
deduction of 30% of the total amount of income as
provisional loss carryback for 2020; 2020
prepayments must have been reduced to EUR 0;
provisional loss carryback must be examined within
tax assessment for 2020 and tax assessment 2019
changed if necessary

— If taxpayers expect a higher loss for 2020 than the flat
rate loss carryback, a reduction of the advance
payments for 2019 and thus a higher tax refund can
be applied for in the usual way

Trade tax Yes Yes — Trade tax add-backs: increase of the allowance of
financing expenses pursuant to § 8 no. 1 Trade Tax
Act from EUR 100,000 to EUR 200,000 from 2020
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JVerview of tax categones [2/¢)

For which tax categories can a request for deferral and request for adjustment of advance payments be submitted

(2/2)?

Yes Yes

Solidarity
surcharge
VAT Yes Special prepayment: — VAT rate reduction for six-month (July — December
Yes 2020): from 19% to 16% as well as from 7% to 5

Payroll tax Generally No --- — Deadline extension upon application (BMF-guid. 23

April 2020)
— Berlin tax authorities: deferral in justified exceptional
cases
Capital gains tax | No ---

Practical experience and tips

Check and use tax options

— Advance payments and deferrals

— Also consider retroactive adjustment of advance payments
— Also consider other tax measures to protect liquidity

Be aware of the requirements of tax offices

— The requirements differ because the specific requirements are not regulated
— Basic trend: discretion is exercised generously
— Consulting tax offices personally is generally successful

‘Bottleneck’ tax office
— Submit applications online
— Possible short-term solution: revoke direct debit for tax office and block option to collect at the bank
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lll. Tax Update | 2. New ministerial draft bill for an Act on the implementation of the ATAD

Qverview (1/2)

The Federal Ministry of Finance [BMF] has presented a new bill for the Implementation of the Anti Tax Avoidance Directive
(ATAD Implementation Act) dated 24 March 2020.

The present draft law intends to substantially revise the provisions on transfer pricing extensively and to align them closer to
the OECD transfer pricing guidelines. As a result, the new provisions shall emphasize the principle of substance over form
and a legal basis for advanced pricing agreements shall be established.

| ' Key principles of the draft transfer pricing regulations

. Taxation in line with value creation resulting in a strict substance
over form approach (i.e. strong focus on actual conduct of the
parties)

. Coherence with international consensus, i.e. implementation of
results of the OECD BEPS Project and alignment with the OECD
Transfer Pricing Guidelines 2017

Where no international consensus is expected, unilateral regulation
of certain transfer pricing issues to the benefit of Germany (e.g.
treaty override in respect to financial transactions)

Ex-ante approach (price setting) in evaluating whether transfer
prices are arm’s length

No strict ignorance of affiliation (e.g. group rating relevant for rating
of group affiliates)

Some provisions will apply as from 2021 onwards whilst other changes are intended to become already effective as of 1
January 2020. However, the German Ministry of Finance takes the view that many of the rules are just clarifying in nature. To
this extent, taxpayers may even be confronted with certain provisions for periods prior to 1 January 2020. While legislation is
still progressing and, hence, certain changes will have to be expected, though, key principles will likely prevail.
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lll. Tax Update | 2. New ministerial draft bill for an Act on the implementation of the ATAD

Dverview (2/2)

Exit Taxation (Article 5 ATAD)

— The so-called exit taxation is to ensure that in cases where a taxpayer moves assets or its registered office to
another state, the built-in gains in business assets can be taxed even without selling or otherwise disposing
such assets. The already existing German provisions on exit taxation remain basically unchanged. In the
reverse case, where a taxpayer moves assets or a corporation relocates to Germany, the principles governing
the initial valuation of the moved assets are changed.

CFC rules (Articles 7, 8 ATAD)

— The CFC rules are to prevent the tax induced shifting of passive income to low taxed jurisdictions. Based on the
present draft law, the CFC rules shall be substantially revised.

Hybrid mismatches (Articles 9, 9b ATAD)

— Hybrid mismatches are based on differences in the legal characterization of payments (financial instruments) or
companies/permanent establishments in two different countries which is resulting from a different qualification
based on the domestic tax laws. This may result in a deduction of expenses in both states (so-called Double
Deduction) or a deduction in one state without inclusion in the tax base of the other state (so-called
Deduction/Non-Inclusion).

— ATAD stipulates rules preventing to exploit the benefits of taxation mismatches. The new rules shall be limited
to payment relationships between related persons or between an enterprise and its permanent establishment
as well as to structured arrangements.
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[he New" Arm's Length Principle

...depend on the individual case,

Application of arm’s length

principle according to German | ...provide sufficient flexibility to react to recent developments (e.g. digitalization)

tax law shall... . .. .
...not be considered a rigid concept (depends on time and context).

® Price Setting for Transaction Yardstick for Introduction of Hypothetical Arm’s
. comparability Best Method Rule BUT Length Test
— Actual circumstances analysis
(,Substance over Form"”) (no formal = Method of Last
. . — Economic expertise hierarchy among Resort (if no
— Functions performed, risks . -
. transfer pricing limited comparable
assumed and assets — Diligent assessment . -
S methods) data is available)
employed by which involved
person
— At the time the transaction
was agreed
® i i ®
Price Testing Filing of FY20 Tax Return
Requires a ,, Thinking“: . . . .
— Retroactive price — Retroactive adjustment
~How would third parties have adjustments if not in line of transfer prices if
treated the transaction?” with the anticipated income increasing in
@ w behavior of third parties Germany
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Slrengthened documentation requirements

As of FY 21

Master File

As of FY 20

The draft law implicitly and explicitly includes changes in relation to transfer pricing documentation
requirements. Changes concern timing of preparation and thresholds for preparing the master file as well as the
content of the local files. Rules regarding the country-by-country reporting remain untouched.

Local File

— The revenues threshold for preparing a master file A

was decreased from 100m€ to 50 m«€.

Master file documentation will have to be
automatically submitted to the local tax authorities
within the subsequent fiscal year (while currently
documentation is to be submitted only upon tax
authorities’ request).

Master File

The existing content requirements remain

©R&REBEAH: relation to the local files implicitly follow from
the revised application of the arm’s length principle.

Local File

Documentation Requirements

| Revenue
¢ >750m € thresholds

Taxpayers will be required to perform a functional analysis <50m € >50m € *°"
following the OECD risk control and DEMPE approaches. rivenues)

The explicit postulation (ex-ante) price setting approach requires substantial changes to the approach
taken to justify the arm’s length nature of transfer prices.

Additional documentation requirements result from the treaty override in respect to financial
transactions. Here, taxpayers need to demonstrate that requirements for deducting interest expenses
are met.
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-unctional Anlysis {1/2)

Implementation of BEPS / OECD concept

The new rules impact the requirements for preparing
functional analysis (i.e. the analysis of functions
performed, risk assumed and assets used).

The changes are a consequence of the strong focus on
economic substance resulting from the OECD BEPS
project which has also expanded into the OECD Transfer
Pricing Guidelines 2017.

It needs to be expected that the German tax authorities
will require taxpayers to conduct functional analyses in
line with the new rules also for pervious years (at least
as of FY 2017 when the revised OECD Transfer Pricing
Guidelines came into force).

Actual conduct as prevailing principle

For an arm’s length analysis, taxpayers are required to
examine the actual conduct of the parties which is also
to be reflected in the functional analysis.

The functional analysis may only consider provisions
from the intercompany agreements to the extent these
concur with the actual conduct of the parties.

Risk analysis based on OECD risk control concept

Going forward, the risk analysis needs to be conducted
in line with the risk analysis concept stipulated in D
1.2.1 of the OECD Transfer Pricing Guidelines.
Accordingly, risk assumption needs to follow i) risk
control and ii) consider the transaction partners’
financial capacity to bear the risk.

As a consequence, the risk analysis needs to determine
the contribution of the transaction partners to risk
management and separately analyze the financial
capacity to assume the risk.

1. Determine contractual risk assumption

2. Determine actual assumption of risk and
which entity controls the risk and has the
financial capacity to assume the risk
Analyze whether party actually assuming the
risk i) performs risk control functions and ii)
has the financial capacity to assume the risk
If needs be, re-allocate risk where substance
deviates from form
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FUnctiondl Analysis (2/7)

Intangibles analysis using the “DEMPE” concept

The starting point of the analysis needs to be a clear
identification of intangibles considering the new (OECD)
definition of intangibles.

The analysis should contain an examination of the
important functions performed, assets used and risks
assumed in connection with the development,
enhancement, maintenance, protection and exploitation
of the intangibles (so-called DEMPE functions).

Identify risks and assets associated with the
DEMPE of intangibles

Identify contractual arrangements (including
legal ownership of intangibles and
contractual assumptions of associated risks)
Identify parties performing functions,
assuming risk and using assets in relation to
the DEMPE of intangibles (functional
analysis)

Delineate the actual transactions related to
the DEMPE of intangibles in case of
inconsistencies between #2 and #3
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Abbreviated example Functions

Transaction

Intangibles
partners

Maintenance
Protection
Exploitation
Investment risk
Funding
Pre-developments
Phsyical assets
Legal Ownership

v
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c
)
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c
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o
c
=
£
c

Development
Enhancement

Enity A X X X X X X X X X
Trademarks )

Enity B X
Product Entity A X X X X X X X X X
know-how Enitty C X
Conclusion

In contrast to today, functional analyses will require
much more in-depth analysis in future. Non-
observance could result in materially insufficient
documentations triggering penalties (due to lack of
presenting relevant facts).

A functional analysis in line with the revised
rules should be performed to ensure that the
transfer pricing is aligned. Otherwise, it might

become difficult to document the pricing to be
arm’s length.
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BACKground a Reporting requrements

DAC-6 reporting requirements for cross-border tax planning arrangements

Background

The “Act on the implementation of mandatory reporting requirements for cross-border tax planning
arrangements” implements the amendments to the Directive on Administrative Cooperation (so-called DAC-6) as
regards mandatory automatic exchange of information in the field of taxation in relation to reportable cross-
border arrangements and has entered into force on 1 January 2020.

Reporting requirements

The DAC-6 rules lead to a potential reporting requirement for a high amount of day-to-day transactions and not
only tax avoidance schemes. Possible use-cases could for example be debt-to-equity swaps, I/C-loans or cash pool
withdrawals, employee assignments (with dual contracts), employee inventions, payments to low tax jurisdictions
and other (cross-border) transactions.

A lot of application issues are currently still open. The uncertainty around the interpretation of the DAC-6 rules is
high — and is likely to continue to be high for the next years.

Cross-border arrangements shall be reported to the Federal Central Tax Office within 30 days after the
arrangement is first made available for implementation, is ready for implementation, or when the first step in its
implementation has been made. In the event of marketable cross-border arrangements, certain changes and
amendments shall be reported within ten days of the end of each calendar quarter in which reportable
circumstances have occurred.

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, ...).
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[Nerelroactvereportingrequirement under DAG 6 iso concerms [ax
drangementsthat are already Impiemented from 2o June 2018 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
Draft directive of Entry into force of DAC 6 Initial applicationin the Exchange of information
the 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 Implementation of DAC 6 in Subsequent reporting of all cross-border

draft directive by ECOFIN national law of the member arrangements that are implemented after
states DAC 6 comes into force

As of 1 July 2020, the rules regarding the reporting obligation for cross-border tax arrangements shall be applicable to all
cases where the first step of a reportable cross-border tax arrangement was implemented after 24 June 2018.

The reporting deadline requires a full scope change management process, since not only the tax function, but a number of
additional divisions (treasury, procurement, legal, etc.) will be affected. Due to the complexity and wide scope of application it
is for many companies not possible to cover the reporting requirements via an Excel-based (or similar) approach — a more
elaborate workflow tool is required.

Before this background we strongly recommend to analyse whether / which use cases may be relevant and could lead to
reporting obligations. We are of course pleased to support you in this connection (e.g. a work-shop in which possible use
cases are discussed).
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lll. Tax Update | 3. DAC-6 reporting requirements

Shortfacts / KPMG DAGG Processor
D

g Deferral of reporting deadlines / Germany may not defer DAC-6
reporting deadlines:

— On 24 June 2020, the European Council agreed on a directive
that gives the EU Member States the option to delay the DAC-
6 reporting deadlines for up to six months.

— The German government initially indicated to implement this
6-month deferral and supported the EU initiative.

— However, on 6 July 2020, the German Ministry of Finance
surprisingly announced that Germany will not defer the DAC-6
reporting deadlines.

— As at 15 July 2020 (last update of this report), it is still unclear
whether the German Ministry of Finance may change their
mind on this point.

Costs of non-reporting: Any violation of the obligation to report
cross-border tax arrangements shall be sanctioned with a fine of up
to EUR 25,000.

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
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KPMG DACG6 Processor:
To optimize the process, we
use the specially developed
KPMG DACG6 Processor. The

Software-as-a-Service
solution supports the
consolidation of data and
the identification of cross-
border tax arrangements
with an effective workflow
management.
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lll. Tax Update | 4. EU and Japan’s Economic Partnership Agreement

Feonomic Partnershin Agreement between the European Union and
Japan (EPA) (1/2)

Update on the EPA

Background

The EU and Japan’s Economic Partnership Agreement is a free-trade and investment protection agreement
between the European Union and Japan, commonly known as “EPA! It came into force on 1 February 2019.

With this Partnership Agreement one of the largest free and advanced economic zones in the world was created. It
covers approximately 30% of the world GDP and 40% of world trade.

German customs authorities have updated their internal interpretation regarding the application of the
preferential origin rules. This update may allow Japanese companies to apply for a refund of import duties in
retrospect based on the reduced import duties of the EPA.

Reduction and Elimination of tariff barriers

According to the EPA, economic operators may benefit from preferential customs duty rates (in general, customs
duties are reduced to 0%) on imports from Japan to the European Union, if the products originated in Japan in
accordance with the provisions of Chapter 3 Section A ("Rules of origin") and the Product Specific Rules (Annexes
3-A, 3-B, Appendix 3-B-1) of the EPA. The preferential origin must be self-certified by the exporter by declaring the
preferential origin of the goods in line with the EPA on the invoice or alternative commercial documents.

In principle, the declaration of preferential origin is presented to customs authorities at the time the import
declaration is lodged. However, the German customs authorities updated their instructions on 8 August 2019 and
now allow for the possibility to provide declaration of preferential origin after the importation within an
application for refund of import duties and application of the preferential tariff rates.
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lll. Tax Update | 4. EU and Japan’s Economic Partnership Agreement

Fconomic Partnership Agreement between the European Union and
Japan (EPA) (2/2)

Update on the EPA

Reduction of non-tariff trade barriers

Decisive results were achieved in the area of non-tariff barriers, in particular in the motor vehicle sector because
the same international key standards for product safety and environmental protection now apply in the EU and
Japan (77 UNECE Regulations). In the past, different standards of product safety and environmental protection
have meant that the flow of goods between the EU and Japan has been made considerably more difficultin some
cases. In the future, the alignment of standards will facilitate the flow of goods from Japan to Europe. The reason
is that Japanese products no longer have to be adapted to different European standards in terms of product safety
and environmental protection.

In addition, mechanisms could be established that effectively prevent or sanction the introduction of new non-
tariff barriers to trade after the agreement has been concluded (so-called "snap back clause").

Outlook and tips

It can be assumed that the elimination of tariff and non-tariff trade barriers will increase the exchange of goods

between the economic zones. Through rising imports and exports Japan can expect to increase it's real GDP by
approximately 1% (equivalent to approximately 5 trillion yen) and employment by approximately 0.5% (equivalent

to approximately 290,000 jobs). Especially the gradual elimination of tariffs on the import of automobiles and the N\
immediate elimination of tariffs on spare parts is likely to facilitate industrial cooperation in this sector. @,@

Considering the recently updated instructions of the German customs authorities, we highly recommend checking
imports from Japan to the EU after 1 February 2019. If the goods have been of Japanese Origin and a declaration
of preferential origin can be obtained from the supplier, it is possible to apply in retrospect for a corresponding
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V. AQVISOry Updal

1. Hot topics

> Measure to counter-react on Covid19
challenges

» Post Brexit planning: what is to come and
what can be done?

» Increasing awareness or multinationals
regarding sustainability and good corporate
citizenship
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IV. Advisory Update | 1. Hot topics | Measure to counter-react on Covid19 challenges

[Ne New Reallty" the big picture

Jisruptions prior to Govid-19

When the COVID-19 outbreak surfaced, global trade was already being disrupted more severely than at any other point in our lifetimes.
In past few years, we've seen nationalism and protectionist policies spread across the globe, tariffs used for negotiation and retaliation
like never before, and multilateral cooperation giving way to unilateral free trade deals. Ongoing disputes, led by the US and China,
were opening a widening east/west split in the world trade order.

The ‘New Reality post Covid-19

As the world moves into recovery, many of the trends underway in previous years will accelerate and new trends approach:

— Protectionist trade policies will probably continue to increase, with more restrictions imposed on medical products and goods, and
less priority given to free trade negotiations.

— Companies are likely to continue shifting to domestic production for critical goods

— Supply chain risk management may draw more focus as companies seek to broaden their supplier base, and devote more attention to
supply chain visibility and contingency planning to address supply chain and transport risk.

— International companies engaged in global trade may need to rethink all aspects of their supply chain. This includes where to locate
manufacturing operations, where to hold their intellectual property, and where to put people and activities.

— The shift in retail toward digital models will accelerate, increasing priority on warehousing flexibility.

— The acceleration of trends underway before Covid-19 that change the location of value drivers, such as remote and online sales, digital
delivery models, virtual teams and shorter supply chains

— Above all, companies should look ahead to how they can maximize their ability to seize the tremendous opportunities that we widely
expect to arise in the post-COVID-19 world.
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IV. Advisory Update | 1. Hot topics | Post Brexit planning: what is to come and what can be done?

JVerview

What is to come?

— 31 December 2020: Brexit “Transition Period” ends

What can be done?

As final Brexit deal terms cannot be known until a deal is finally

— During Transition Period: UK is still following EU rules and agreed or a “no deal” scenario is potentially possible, it would be

trading in the same way as before, but UK is no longer part of advisable for Japanese companies to start preparations in 2020, for

the EU's political institutions example:

— If no deal reached by end of Transition Period: UK/EU trade will — Analyze the entire Supply Chain in UK and EU to gain

be on WTO (World Trade Organization) terms transparency on source of raw materials, product components

KPMG

Potential impacts for Japanese companies operating in UK and
EU, depending on the final Brexit terms (if any) or no deal

scenario:
- Tariffs will be applied for goods from UK to EU and vice

versa

- Customs will apply between EU and UK, which would have
an impact on flow of goods e.g. due to longer times for cross

border goods movements
- Free movement of people will be impacted

- Changes to standards could be introduced such as replacing
the CE mark by the “UK Conformity Assessed” (UKCA) mark
in the UK

and flow of goods including current suppliers’ location and

readiness for a post Brexit time

Assess regulatory impacts such as EU’s strict GDPR regulations
(General Data Protection Regulation) for exchange of data
between UK and EU

Assess the need to relocate production and suppliers from UK

to EU or vice versa

Assess needs for relocation of employees
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IV. Advisory Update | 1. Hot topics | Sustainability and good corporate citizenship

ncreasind awareness of multinationals regarding sustainaniity and

good corporate citizensnin

Sustainability-related

reg uﬂ&'ﬁ:{hﬁng companies’ non-financial
impact to increase their sustainability
— Strengthening competitiveness in
strategic industries to make the
economy future-ready

Ve

Increasing costs of raw ﬁf
g

materials and waste

man B
— chl% t gﬂ n-renewable resources
Source: Information represents a cross-section of input obtained through interviews with service line experts.

and geopolitical issues drive up prices
for virgin raw materials

— Bans on imported paper and plastic
waste increase expenses for waste

disposal and put focus on recycling
and reuse
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PULL-Factors:

Growing consumer demand

— Increased consumer awareness
around sustainability (e.g. anti-plastic
campaigns, demand for electric
mobility and green energy)

— Fridays for future movement

Voluntary green initiatives

— Voluntary participation ininitiatives to
demonstrate thought leadership and
learn from best practices, such as:

- UN Global Compact
- Task Force on Climate-related
Financial Disclosures (TCFD)
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IV. Advisory Update | 1. Hot topics | Sustainability and good corporate citizenship

cU leadership on green reguiation

Non-Financial Reporting Directive (NFRD) EU Taxonomy for sustainable finance

Regulation introduced in 2014 requiring companies to Regulation establishing a framework for sustainable investment under which
disclose non-financial information as part of their companies and financial market participants have to report the extent to which
annual reporting to inform investors, consumers and their products and economic activities are taxonomy-compliant. This means
other stakeholders. they contribute to one of six environmental objectives and do not significantly

Topics to report on: harm any other.

n Climate change mitigation >
E Climate change adaption >

Aspigggs H Sustainable use and protection of water and marine resources >

2018

n Environmental protection

Soclal responsibility and treatment of
employees

a Respect for human rights
n Anti-corruption and bribery

n Transition to a circular economy, waste prevention and recycling>

H Pollution prevention and control >
n Protection of healthy ecosystems >

AV VA VOV Ve

E Diversity on company boards

Applicable for Japanese companies? . .
. ; ' . Applicable for Japanese companies?
Wty e gt eroeneiies Ko il UL auell s Yes, if they are an EU financial market participant offerin

as a large public-interest entity {PIE) with mo financial products, or required to report under the NFRD.
than 500 employees.

How can KPMG — Assurance of non-financial information — Taxonomy-mapping of business activities
support you? — Development of non-financial KPls — Carbon footprint analysis and impact valuation
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KPMG

V- AdvISOry Upadat

2. M&A related topics
» MG&A target search support

» Post Merger Integration as success factor
for M&A Transactions
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IV. Advisory Update | 2. M&A related topics | M&A target search support

MaA [arget search - Your entry opportunity (o German markel

Do not
miss out on
opportunities!

Systematically
integrate M&A
into corporate

strategy!

— Auvailable assets and capacity

— New technology

— Access to markets, channels or key customers
— Brands, Designs

— M&A-supported market entries to avoid risky
greenfield invest

— Seize new technology opportunities to add to
in-house R&D

— Add lines of business & capacities with
minimum ramp-up

CHALLENGES ON YOUR WAY

EUROPEAN ECONOMY

PRIVATELY HELD

&

‘ YOUR ASPIRATION @ WORKING TOGETHER WITH KPMG

USE LOCAL INSIGHT

One go-to person + Access

to our skilled local target

search teams all applying

same methodology

ACCESS OUR M&A
NETWORK

Our M&A teams are
embedded in Europe’s
business ecosystems

® GET FULL PICTURE
' ® Receive proprietary
data, insight’s from
experts interviews &
exclusive research
sources

BE INVOLVED

We interact with your
team & combine your
experiences with our
views and know-how

SEAMLESS

SUPPOR

¥

OUR JOINT ACHIEVEMENT

Get transparency on

@ 5

SPECIFICS

European economy centered
around national states & calls for
local angle bridging cultural &
language specifics

CAPACITY & INSIGHT )
LIMITATIONS ==
Your local teams with excellent

market insight — yet, capacity &

access to information or M&A

insight limited

®

@

KPMG

BUSINESES

Many technology/ niche experts
& hidden champions held
privately with only limited
public information

options in the market!

COMMERCIAL ANALYSIS
ONLY

Outside-in views with little
tailoring & tending to surface
businesses already “on sale”

Understand impact of

options for choices
ahead!
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— Structured documentation from
long list to detailed company
insights & profiles

— Unbiased, independent analysis,
tailored to your needs

— Alternative routes to be considered
— Clear recommendations and defined
next steps
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MarA [argel search - Wnat you can expect from us

lllustrative / detailed scope to be agreed with client

‘ — Understand your ambition

~— Define target search parameters together with your management

DEFINE
UNIVERSE

— Screen initial company universe to derive long list

— Derive of short list out of initial long list based on target identification
funnel process

— Filter company universe based on predefined quantitative criteria

COMPRESS _
LONG LIST — ldentify short list based on initial long list and prioritize companies

TO COMPANY — Assess overall fit based on strategic, financial and operational criteria
PROFILES

— Detail company profiles for each short list company

— Deliver comprehensive data on business scope, financials, operating
footprint and organizational structure

— Discuss and assess fit of targets to your overall company strategy
ASSESS o = — Cluster short list companies in different investment classes

OPTIONS &

RECOMMEND
ACTIONS

— Provide final assessment on each short list option

— Recommend most suitable option(s) including suggested next steps and
acquisition strategy
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Fary Consideration or Post Merger Activities
) N )4

M8A Strategy Target Screening Pre Closing Short-termintegration ¥ Long-termntegration

I P I Signing Closing

|

I

|

: Consideration of Post Merger
I Integration aspects during M&A
|
|
|
I
|

preparation .
Post Merger Planning of the
. o Assessment during Post Merger _
Post Merger Integration Activities Financial Due Diligence _Integration Operative Post Merger
o e e e e e e = - — = = = — — — Integration__ _ _ _ _ _
o > >
approx. 6 to 8 months approx. 1to 5 years

Challenges for the Integration

— A successful Post Merger Integration starts early

— Effort and duration of an integration are often in the M&A transaction process
underestimated . s e .
— The identification of requirements and

challenges will build the basis for the planning
and a consistent management of PMI

In connection with regular line activities as well as parallel
projects, integration can quickly lead to an overload of the

— Besides, understanding the complexity and

9 Requirements and challenges of the integration must efforts for the |r_1teg ratlor_] n_“ght have an impact
e already be considered in the due diligence process on purchase price negotiation
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Advantages of a PM Hnance ASsessment

Achieve transparency regarding PMI activities required by
identifying relevant topics for the integration of the Finance
Function

High-level assessment of the dimensions to determine key areas
for the integration

Identify challenges and risks for a successful integration

Develop a structure for the integration and the time required

Identify the resources to be required to perform the integration
work

Developing an understanding of potential synergies to be
leveraged in the process of integration

Uncovering facts that may have an impact on the purchase price
negotiation
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summeary format of the key findings of our assessment

Integration Dimensions
Process IT

Technical [Organization|
methods

GAAP Alignment

Quarterly & Year-end
Reporting

Monthly Management
Reporting (KPI-
Reporting)

Fiscal Year Change

Internal Control
System, Compliance,
SOX

Fast Close

Planning and Forecast

Treasury

Transactional
Bookkeeping

PMI-PMO

0 C 6066 cCe
00066 6C 00
00 CeCCece
90 ¢ 0@ 0 C 0 e c

cocoolccooc%i

Integration challenge:@® low & medium @ high

KPMG

Summary of key findings

— The target company is applying German GAAP (HGB) for their year-

end reporting. As only few entities applied IFRS before and as the
business model of these entities varies it is assumed that application
of IFRS throughout the group will be complex (incl. various standards
to be relevant).

There was previously no need to perform a comprehensive reporting
according to HGB on a quarterly basis — so far only limited
management reporting based on profit or loss figures was applied
using local accounting standards.

The preparation of the consolidated financial statements according to
HGB takes about 5 months (incl. audit). As the acquirer is listed in
Japan, it must be assumed that the time required for the preparation
of the consolidated financial statements at the end of the year but also
for the quarters of the target is significantly shorter. The upcoming
integration should therefore include measures to accelerate the
closing and reporting process.

The target company has a fiscal year ending 31 December whereas
the acquiror has a year-end at 31 March. Changing the year-end for
the target would generally be possible for the target but as a deviating
year-end to 31 December is not allowed in some countries this would
cause additional efforts for systems and processes.

According to the discussions with local management of the target
internal control system is only rarely implemented. As the target
company also needs to comply with J-SOX rules additional measures
will be necessary for the integration.

Due to the group structure of the target with its subsidiaries in
different countries and continents and because of the various topics to
be considered for a post merger integration of finance and accounting
we would recommend a PMO as an interface to the people and
different topics.
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GAAP allgnment - overdll NoESpots

Technical Methods

Organization

Process

I ()

9

People

— Based on the complex and
diversified business model
of the target company, the
conversion to IFRS will
tackle various IFRS
standards like 1AS 16, IFRS
9, IFRS 15, IFRS 16, IAS 19
etc.

— Especially IFRS 15
revenue recognition will
be complex to be applied
due to numerous
contracts including 2-3
different revenue streams.

— In addition, target
company is acting as
lessor as well as lessee
under IFRS 16.

— Target company is
operating in 15 countries
worldwide on 4 continents
in different time zones

— All countries outside
Europe historically act
independently without any
major enforcement and
guidance from the HQ.

— n/a

— All target companies are
running SAP ERP system
with multi GAAP
functionality except for the
entities in Russia, China
and Mexico who use other
local accounting systems.
For these non-SAP
companies a conversion
functionality for the
(future) posting of the
IFRS adjustments needs to
be defined and
implemented.

— All target countries have
only limited finance
resources with limited
IFRS know-how. In
addition, for China English
language skills are limited
according to information
provided by the
management.

—

e

—

——

—

Recommended actions:

— We recommend to
conduct a GAAP impact
assessment immediately
after signing and to
reconcile materiality levels
with the group auditor to
focus on the major IFRS
adjustments.

Recommended actions:

— For the finance PMI
process we strongly
recommend a
comprehensive, central
project management on
HQ level.

— To support the
commitment to
participation on local
level, a clear C-level
message should be sent
to those responsible.

Recommended actions:
— nl/a

Recommended actions:

— Concept, roll-out and train
a conversion tool (based
on Excel) for the non-SAP
entities.

— For all SAP countries we
recommend to bring IFRS
into SAP system as soon
as possible to avoid any
additional bookkeeping of
IFRS adjustment outside
the system.

Recommended actions:

— An IFRS training concept
is crucial.

— PMI project team should
include 1 Chinese
speaking staff.

KPMG
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Planning of PMIACTIvIIBS fOr The Finance Function

MaA Deal Structure

POSt Merger Integration Finance as important part of the Integration

Parent Company

Business
Segment 1

Business
Segment 2

l Business
Segmentn

German
HoldCo

Subsidiary
Germany

Il Subsidiary
Spain

Bl Subsidiary
China

Bl Subsidiary
Mexico

Acquisition Scope

Project
Management

r‘ﬂw

afl

Office o

MM

Quarterly & Finance
Year-End Organization

Reporting

Fast Close

Alignment

0

L ]
Internal Control
System &
Compliance

Management
Reporiing

Planning and
Forecasting

Fiscal Year

ﬁ Change

IT Systems

Treasury

KPMG

Post merger integration finance is often the most important integration workstream from the acquirer's
perspective and must therefore be planned early and comprehensively.
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POST Merder Intedration Finance - Activities (1/6)

afl

Quarterly &
Year-End
Reporting

KPMG

Ghallenges RequIred Activities SUPPOrting 1001

Ensure the correct application of the new
parent company’s accounting policies

Short time to align GAAP of the acquired
company for the Opening Balance

Ensure the correct consideration of the PPA
(e.g. for push-down to subsidiaries)
Identifying and solving potential issues in
accounting department

Ensure correct consideration of GAAP
adjustments on a regular basis

Identify differences between the accounting
treatment of the target’s companies the policies
required by the acquirer

Harmonize accounting standards and alignment of
policies

Implement new processes for GAAP alignments
and review (e.g. system-based or using
workarounds/ tools)

Push-down of PPA adjustments and future
treatment

Analyze further special accounting issues

Transition of knowledge regarding new
accounting policies to the accounting teams

Analysis Questionnaire for
GAAP differences

Impact and GAAP
Readiness Assessment

GAAP Conversion Tool Set
(e.g. for the development
of PPE)

Practical Accounting
Guidelines

Digital Accounting
Manuals

Fulfil the acquirer’s requirements regarding
the new reporting scope and frequency

Understanding different systems and
interfaces used (automated vs. manual)

Additional reporting information may be
requested from the Buyer which may not be
available in the required detail on Target
Group level

Lack of resources and knowledge to prepare
the reporting packages

Analyze differences and similarities of reporting
requirements of Buyer and reporting structures in
place at Target Group

Map Target Group’s chart of accounts to Buyer 's
chart of accounts (fully mapped reporting
package)

Identify additional reporting requirements not yet
available on the level of Target Group (e.g. cash
flow information or specific notes)

Re-design and automate the reporting process in
accordance with the new requirements (incl.
necessary changes to the systems)

Account Mapping Tool

Profit or Loss Translation
from nature of expense to
cost of sales format

Customized Data Collection
and Aggregation Tools
Excel-based Consolidation
Tools (for up to 20 entities)

Consolidation Systems
(e.g. LucaNet, SAP BPC,
Tagetik)

Reporting Packages
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POSt Merger Integration Finance - ACtvities [2/6)

3

Management
Reporting

Fast Close

KPMG

Ghallenges RequIred Activities SUPPorting 1001

Differences in control system, reporting
content and key performance indicators
(KPIs) used

Availability of information and quality of
data requires process to collect information/
data locally

Usually short time for preparation of
monthly management reporting

Reconciliation to quarterly reporting, e.g.
regarding consolidation, application of
GAAP adjustments etc.

Mindset and culturein respect of details of
analysis and commentary

Analyze reporting requirements and identify
required reporting scope, clear definition of KPIs
and time available

Design interim reporting process using manual or
semi-automated reporting functionalities for
information flow and aggregation of data

Generate reports, provide commentary
information and respond to requests by the
headquarter

Plan fast integration of monthly reporting into
existing IT systems to save valuable time

Data Collection and
Aggregation Tools (e.g.
web-based)

Excel-based Aggregation/
Consolidation Tools
(simplified for monthly
reporting)

Dynamic KPI Dashboards,
e.g. using Power BI

Standardized Management
Reporting Packages

New and comprehensive reporting
requirements at a much higher frequency

Usually much shorter reporting deadlines on
a monthly and quarterly basis

Low availability of resources to meet the
requirements

Varying data quality among the suppliers of
data

Understand requirements in terms of timing
(frequency and deadlines) and build consistent
closing calendar

Analyze current closing and reporting processes
in order to identify potential issues

Define short-term measures (quick wins) as well
as long-term measures

Consider Hard Close measures and build
comprehensive Fast Close concept to further
accelerate the process

Pushing system integration and automation for
the closing and reporting

Train people in applying Fast Close measures

Closing & Reporting
Assessment

Closing Calendar templates

Closing Management via
multiple user access
Process mapping tools
(e.g. ARIS, Signavio)

Workflow tools and RPA
for process automation
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POStMerger Integration Finance - Activities (3/6)

o
rds
sty
MM

Finance
Organizatio

KPMG

Ghallenges RequIred Activities SUPPorting 1001

New requirements for short-term and mid-
term planning regarding scope and timing

Parallel operation of both planning worlds
Ensure availability of required information

Higher frequency of forecasting during the
year (e.g. on monthly basis)

Linking the existing processes and planning
content based on information needs and
performance drivers

Aligning and improving processes, methods and
the planning output

Analysis of existing output, methods, and
horizons of planning processes and alignment
with business strategy

Create a plan to reach a specific objective by
using predictions of future events in order to
inform the decision making process

— Data collection and
aggregation tools

— Forecasting Tools (based
on parameters to automate
the preparation process)

High workload to achieve short-term
integration objectives

Higher frequency and demand for the
reporting

Demand of specialized knowledge and skills
to ensure requirements are met

Highly decentralized organizational
structures

Expectation to uncover synergies in the
finance organization

Analyze existing organizational structure of the
finance function to identify lack of resources or
knowledge

Benchmark finance function to comparable
companies or within acquiring company
Define future target operating model (TOM) for
the finance function (e.g. considering
centralization and outsourcing)

Consider short-term support by external service
providers to receive knowledge and to limit
workload of own staff

Align and integrate shared services in line with
the governance framework

Develop synergy measures to meet the project
objective

— Finance Function
Assessment
Questionnaires

— Evaluation of potential for
outsourcing the finance

function
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POStMerger Integration Finance - Activities (4/6)

Fiscal
Year

Ghallenges RequIred Activities SUPPorting 1001

Some companies (e.g. China, Russia) are not
allowed to have a fiscal year deviating from
the calendar year

A short fiscal year requires the preparation
of complete financial statements shortly
after each other

Additional efforts and costs will occur for a
short fiscal year (e.g. audit, actuary reports)

Processes need to be adjusted to the new
year-end (e.g. bonuses for customers and
employees)

Contracts might need to be adjusted

Analyze the possibility of changing the fiscal year-
end for all companies within the group

Analyze all business departments in order to
identify how they are impacted by changing the
fiscal year-end (e.g. finance, HR, purchasing,
legal)

Inform suppliers and customers and change
contracts in case of any relation to fiscal year-end

Analyze impact of changed fiscal year-end to any
loan agreements (e.g. covenant reporting)

Change the staff evaluation processes, bonus
calculation schemes and necessary contracts

— Fiscal Year Change Impact
Assessment Questionnaire

Gain control and planning security over the
liquidity of the purchase object

Avoid compliance risks at an early stage

Keep the company to be integrated
financially viable, to ensure control over
risks and cash holdings at domestic and
international level

Development of a targeted integration plan for the
treasury function

Inventory of all company-wide financial and
commodity risk positions

Analyze financing structure of the acquired
business

Define and implement new group wide financing

— Cash planning and
forecasting Tools

LIy Different treasury management systems structure (e.g. loans, cash pooling)
(e.g. for'llqwdlty planning, payment Define target operating models (TOM) for risk
processing, access to market data) management
Identification of cost saving potentials of Designing and implementing solutions for internal
internal payment transactions and external payment transactions as well as
integrated liquidity planning and analysis
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POSL Merger Integration Finance - ACIvItIES (o/o

o

L ]
Internal Control
System &
ompliance,

Systems

KPMG

Ghallenges RequIred Activities SUPPOrting 1001S

Target Group needs to be aligned with
Internal Control Policy and documentation
requirements defined by Buyer

Target Group may need to take additional
actions for SOX implementation

Identifying strength and weaknesses in
Internal Control Systems and Compliance
processes

Ensure that knowledge of internal controls
and compliance systems is available

Analyze status-quo of Internal Control System and
compliance organization

Define required organizational changes to
implement internal control and compliance
structures

Support in definition of scope for relevant
processes and controls that need to be
documented for internal controls and/ or SOX

Implement processes and review on-going
implementation and adjust accordingly

— Internal Control and SOX
Assessment
Questionnaires

The IT organization of the new entity is
running autonomously from each other

Financial statements have to be created
based on the new reporting structures

An IT organizational model, including roles
and responsibilities for the acquired entity,
standardized policies, guidelines, standard
operating procedures and internal controls,
after the execution of the transactionis not
available

A strategic roadmap to realize planned
synergies (short-/long term) is not available

Establishment of a milestone oriented strategic
roadmap for the integration of IT and business
processes

Assess the current I T structure/ applications and
processes incl. evaluation of best in class
integration options

Outline of a target IT organization considering in-
and outsourcing activities

Ensuring accuracy and completeness of the
transitional mapping of reporting structures

Developing a target IT organization model,
including an IT operational model, organizational
structure, roles and responsibilities etc.
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POStMerger Integration Finance - Activities (6/6)

YN

Project

KPMG

Ghallenges RequIred Activities SUPPorting 1001

Different fields of action for the integration
of different priorities

High workload for the organization of the
acquired business cause by high-priority
tasks to be directly done after closing

High communication effort between the
different stakeholders

Tools and templates for a comprehensive
management of the integration are not
available

Employees facing uncertainty regarding
their jobs and future work profiles

Intercultural challenges between both
companies (especially in case of cross-
border merger)

Set up Integration Plan (roadmap) for the Poster
Merger Integration Finance

Identify Integration risks, provide mitigation
measures and track these risks throughout the
integration project

Identify Stakeholders and define Communication
Plan (incl. meetings, mailing lists, collaboration
rooms etc.)

Perform regular status with the core team for the
Post Merger Integration and Steering Committee
Support the daily status updates and exchange of
information within the project team

Maintain task lists, issues lists etc. and distribute
these to the project team

Support the technical workstreams with collecting
of information and documentation

Reconcile and adjust the project timeline and
support the sign-off process by the project
committees

Project Management Tools
(e.g. Clarizen, Microsoft
Project)

Tracking Lists (e.g. for
issues, risks, open items)
based on Excel
Collaboration Platforms
(e.g. based on SharePoint
or Teams)

Project Communication &
Collaboration using Wikis
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3. Reorganization & Centralization

» Centralization of legal structure and
governance

» Procurement centralization and optimization

» Centralization of supply chain and business
model
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of legal structure and governance

[ypical Drivers of Reorganizations

Even more than in the past, today many companies chose their European HQ residence not only for tax reasons,
but also in consideration of the location of their main markets and clients.

The need to reorganize has typically multiple reasons, starting from external aspects like OECD BEPS
considerations to Brexit developments and internal reason, such as need to align multiple divisions and to set-up
shared center or central function at EU HQ to improve governance.

Main drivers for Reorganizations of multinational Japanese groups in Europe in our experience:
— Centralization/reduction of admin functions

— (admin) Cost saving through shared services

— (compliance) Cost saving through entity reduction
— Reduction of statutory audit workload and costs
— Harmonization of accounting and reporting

— Improvement of effective control and management of local operations/Setting up centralized governance
structures

— Improvement of effective overall tax rate
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of legal structure and governance

Jperationd @ olratedic ASpects InReorganization Prolects

Strategic Aspects

— Geographic expansion into new
markets

— Move to regional decision
making

— Move toward centralisation

— Operational excellence and cost
efficiency improvement

— Tax/regulatory change

— M&A activity
(sale/IPO/acquisition)

Who supports and manages
the EU Reorganization?

And what are the priorities
of the lead team?

KPMG

Operational Aspects

— Complex intercompany
transactions

— Slow decision-making

— Localised supply chain
management

— Need for more centralised
procurement and functional
management

— Slow speed to market
— Volatile raw materials costs

— Each country with different
systems

— Finance and material coding
not harmonised
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Ensure that also your
strategic and

operational ideas are
I )

Measures (relative to
peer/absolute)

— High level of raw material/
finished goods inventory

— High volume of suppliers
— Margin over 5%

— High Forex exposure

— Limited access to cash
— High incidence of losses

— Number of failed tax audits
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of legal structure and governance

[ypical Benelits of Rearganizations

(B Management Effectiveness

— Reduction of statutory reporting costs

— VAT and tax management benefits

— Reduction/elimination of intragroup transactions

— Alignment with multi territory customers preferences, ‘one
face’

— Consolidated (central) decision making through one vision

— Reduction & clarification of local management rights &
duties Improving speed of decision making

— Focusing management time on core activities

— Alignment between management responsibilities and
corporate structure

— Better practice talent resourcing

Operating
Model
Simplification

Effective
business model

Centralization

— Optimized business model and supply chain
Co . .1 — Substantive reduction in intragroup transactions
S
p"o Tt It Re(!uctloneme“’& — New Operating Model designed in a tax compliant manner
evel improV — Potential for sustainable tax benefits (ONE EU Directive vs
Multiple Double Taxation Treaty rules vis-a-vis Japan)
— OECD Transfer Pricing and BEPS compliant
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of legal structure and governance

HOIdGo Vs One entity structure

Holding Company One Entity Structure

— Implementation of new structure less complex (e.g.
share transfer)

— Limitation of Liability on company level

— Reputation in the local market vis-a-vis
customer/HR/banks etc.

— Requirement for minimum statutory capital and
maintenance requirement (in Germany)

— Financial Statement and compliance requirement

— Local Transfer Pricing (TP) requirements

— Complexity of legal implementation (e.g.
asset/business transfer)

— Lower level of governance in local markets
— Higher level of flexibility

— TP requirements:
- New authorized OECD approach (FY 2015 ff.)

- Functional separate entity/dealings

— Potential for cross-country utilization of tax losses

.Tax follows Legal”

KPMG
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of legal structure and governance

Practical pservations

— UK/London was historically strong location in the banking & finance industry. Since Brexit decision, this has
changed slightly when Japanese banks moved in particular to Amsterdam and Frankfurt.

— The Netherlands often have been chosen for reasons of good infrastructure, logistics and transportation and in
particular due to available tax incentives for foreign investors. On the other side Japanese CFC rules may
challenge the set-up and eliminate the tax benefit.

— Germany has generally the biggest market in Europe, especially for heavy industries, machinery, automotive &
chemical business segment.

— Through the past years, Germany has improved the tax situation for Japan-based multinationals (e.g. Double
Tax Treaty with Japan with full withholding tax relief on profit repatriations to Japan since 2017) while OECD
BEPS rules forced other countries to review their favorable tax regimes.

— Process standardization has become a focus area, which improves outsourcing readiness and thus
opportunities for a reduction of fix costs. But expected benefits from standardization can truly be achieved
without further hurdles only where integration efforts after reorganization has reached a certain level e.g.
leading to reliable data output.

— In the past many group companies have outsourced central services to shared service centers, often located in
regions with low staff costs. However, recently also robotics process automatization (RPA) provides increasing
opportunities to re-transfer these activities and achieve high process efficiency.

In a nutshell:

— Reorganization decisions have to be made on well balanced basis including multiple parameters (legal, tax,
finance, but also others!).

— The reorganization core team ideally includes or aligns with local management.

— Project management should not be underestimated.
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

JiSruptors are Shaping the Tuture

Procurement must disrupt itself to grow and stay in front of change

Self-service as the norm @ @65
v N
Extreme / N\ @ How not to get disintermediated?
automation P | $ [ §

o,

S cgﬁ
Big, intuitive, insightful Does procurement have a role?
data \ Procurement /

How are we contributing to demands of
. . P \ /
Twice as much with half the ~ @ the future proof company? Cost

resources savings not enough

How does procurement stay
relevant?

Climate Resilience
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

Procurement (o lead functiona

7 N\

Shittodofal

i

1990’s: Purchasing

2000’s: Sourcing Today: Digitization

Where is procurement going?

Procurement can ...

capitalize on market data

shift towards marketplaces

become invisible to customers

directly impact 70% of the organizational
role structure

V—NV-NV-N—

model collaborative behaviors

by ...

leveraging technology that perpetually monitors changes in variables that comprise
should-cost models

directing tactical spend to supplier networks and marketplaces

providing simple interaction with chatbots, Digital Assistants,
and Artificial Intelligence (e.g. Cognitive Contract Authoring)

using technology to make decisions, improve processes, propose actions, and
automate repeatable activities

finding new insights from data that connects the front, middle & back office

shifting towards carbon neutral supply chains, renewable energy sourcing &

optimize the use of resources > circularity
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

[he CPU agenda for the future of procurement

Leading procurement organizations are developing an agenda to deal with disruption

Disconnected Tactical Gatekeeper Fragmented Spend-focused Bloated Antiquated
Adversarial Short-sighted Cumbersome White-space Manual Unsustainable Unresponsive
= © ] 22 bivh
Supplier- Category Customer- Digital Insights Workforce Agile
centric innovation centric procurement and analytics of the future operating
procurement procurement platform model

. Forward- . . . . .
Innovative hinking Self-service Integrated Insightful Hyper-efficient Adaptive
Value-add . Seamless Cloud Al driven Dream job Value-driven

Transformative
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

SUDDIEr centricity Tocuses onintegrated refationships

Driving supplier perfformance and relationships to a new level while fostering innovation and mitigating risk

-\

Supplier-centric procurement

I

Extreme
integration
Visibility through deep

interconnection of
systems and data

Supplier-managed
storefronts and content

N

&

Supplier
innovation

Suppliers contribute to
business, product, and
category innovation

Evaluated based on value
added to the business

Contribute to Circular
Business Models

NV

&

-

Optimized
performance

Proactive / predictive Al
management of
performance

Integrated view
(sentiment, community
and, 3rd party data)

Drive low carbon
technologies for optimal
performance
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Perfect
compliance

Automation of
transaction, contract,
and regulatory
compliance

Predictive compliance
management leveraging
community data
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

Lalegory Innovation IS nesded to un

OCK Untapped va

e

Integrated business planning driven through deep supply market insights and predictive analytics

Tactical activities
fully automated

Basic category management
via tech-enabled “self-
service”

Supply market knowledge
injected into
functional/business strategies

Insights “on-demand”
via Al assistants

Actively testing disruption
hypotheses for step-change
performance improvement

Engaging suppliers in
circular supply chains, reduction

of carbon footprint, and ethical
sourcing
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Automated

D&A driven

Predictive

Driver based

Disruption seeking

Internal and external Big data
used to develop and support
strategies

Should-cost analytics
inform decisions

Predictive analytics drive action

Analytics to minimize usage of
resources

Utilizing Al agents to

monitor/ forecast market
changes, events and trends

Monitoring leading
indicators within the
organization

Category demand and costs
linked to business activities

Zero-based category cost
budgets utilized for financial
management
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

Adle operating modelS tie It all together

Organizations will likely move to operating models with a high degree of flexibility in the digital age

Agile

Procurement’s operating model can
be agile and flexible that aligns to
changing business needs to drive
innovation and is scalable to meet

the work at hand and beyond Lean

Procurement’s organization
structure can be leaner and
smaller through core automation
while driving towards a more
self-service and service on
demand structure

Connected

Procurement leadership sets the
stage and drives accountability with
a holistic integrated view digitizing
and innovating the procurement
lifecycle across the connected
enterprise
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IV. Advisory Update | 3. Reorganization & Centralization | Procurement centralization and optimization

How dowe Start?

@
>

Target the value

& roadmap

What can be shifted to

self-service

How many people
should | have

What high ROl automation

opportunities exist
What insights will

maximize procurement
What impact can | have on

resources in/out of
procurement

ied]

>

Early value
opportunity
execution

Robotic process
automation, base
spend analytics

&

>
Close
foundational

gaps

Digital platform,
workforce of the
future, intelligent
automation

=Q

>

Optimize
the value

Category innovation,

managed services,
supplier storefront
Organizational
Integration

(2

Continuous
optimization
Agile operating model

Ongoing Digitization
Predictive Analytics
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of supply chain and business model

FNSUNNng future competiiveness for Japanese companies through @

SUCCESSIUI Supply chain transformation

= Increasing geopolitical uncertainties, protectionism and trade conflicts lead to interruptions and

Complex supply
chains and
networks are

facing constantly missing risk management in the supply chain

growing challenges * Need to increase transparency, resilience, flexibility, regionalization and automation as success factors for

a stable supply chain

disruptions in supply chains and subsequent productivity losses
= Lack of know-how, missing budget and outdated systems are often the reason for intransparency and

/
B - .

Typical procedure of a supply chain transformation
1.

Creation of transparency through supply chain analyses
and consideration of internal / external interfaces

Evaluation of options and derivation of decisions &
measures

Implementation of internal & external measures
Measuring the performance of the supply chain
Ensuring a sustainable transformation

Ensuring a sustainable and successful transformation by
introducing real-time KPI tracking, organizational
excellence, change management, harmonized and
standardized data and appropriate governance

Consideration of core functions in supply chain: research
& development, purchasing, logistics and production

Integration and networking with other transformation
programmes
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of supply chain and business model

burrent Influencing factors and chalendes of Japanese supply chains

09/18

fC-:lobalization: risks
Or supply chaing?

Key global business risks 2020
01/16

Cyber incidents (e.g. cybercrime) Cha“e“ges of g_]\oba\
Busi . . lv chai upp\V chains n How i 11/19
usiness |nj(errupt|o-n (supply chain _> S | ica| a W is Bl'eXIt
interruption) technolog d'Sl‘upting the
o > change World‘s Supply
Legal changes (e.g. protectionism) Chains?
Natural disasters (e.g. storm, flood, . 09/19 10/18
earthquake) '"creasmg trade :
N protectionism poses Logistics In changu_nsi
Market developments (e.g. volatility) new Ch3"8nges for times - Opportumt|e
supply chains and risks of hange
Fire, explosion demographic chang
Climate change/increasing weather
volatility R 08/15
] . _ S . Green Supply Chain
oss of reputation or impairment o Management - the
the brand value ..
future of logistics
New technologies (e.g. Al, 3D
printing, block chain) 15% >
Macroeconomic developments (e.g.
. 11%
austerity programs)
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of supply chain and business model

Requred strategic reaignment of the Japanese supply chain to avold
SUPPly chain disruptions and productivity I0SSes

Specialised production
network
A

@  Susceptibility to faults (P Susceptibility to faults

G Agility (W Agility

O Transparency c Transparency
O CO2-Emissions G CO2-Emissions
O Transport routes O Q Transport routes
Supply Chain _ . Supply Chain
global regional
G Susceptibility to faults G Susceptibility to faults
‘ Agility g Agility o
O unincisive
G Transparency O Transparency (™ low
@ COzEmissions (P cozEmissions @ balanced
high
g Transport routes Q Transport routes C g
v ‘ very high
Flexible production
network
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of supply chain and business model

Advantages of centralizing supply Ghains

Centralization
= reflects the distribution of decision-making authority within the company. Decisions can be made either centrally
in a superordinate organizational unit for other units or locally in each organizational unit itself.

= Centralization allows competence through effective systems faster reaction to various situations
= Central organization oversees the entire supply chain and thus has more control over the entire material flow

Advantages:

Greater harmonisation of international/national processes
Maximum benefit from in-memory-supported analysis and planning tools

Assembles a critical mass of knowledge and skills and provides a good basis for sharing

both . .
Essential for effective system development and support (ideally led by a super-user) Integrated Line Organisation
(highly centralized approach)

Easier interim solutions in case of illness, job change or dismissal

Strengthening the company's position towards suppliers Management

Favourable conditions through framework agreements, for example cost
savings and guarantees

Reduction of transport costs

Lower processing costs per order | | |

Quantity discounts

EEEE EEEEERE

Promotion of standardisation l ‘ |
SCM Activities
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IV. Advisory Update | 3. Reorganization & Centralization | Centralization of supply chain and business model

RECommendable actions for Japanese SUpply chains

V/f
‘Q “ Resilience .
= Diversify suppliers (including Tier 2)

*-_---—-__“"h.
= Diversify regional dependencies

= Renew sources of supply
= Strategy, regulation, policy, brand
Regionalisation =

* Increase customer proximity & shorten supply chain

= ‘Make where you sell, Source where you make’

* Invest in PPE, improved processes and labour productivity

Flexibilit
y =
= Focus on the customer

= Build a networked customer strategy
= Invest in technology, digital skills, data

Transparency =

= @Gain End2End Insights into the supply chain
= Invest in technologies (control towers, block chain, etc.)

/

Automation m

= Automate to compensate for labor costs and New Reality work
environment

= Invest in technology, data & analytics and robotics
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IV. Advisory Update | 4. Regulatory and compliance related topic | EU MDR

ASSBSSment for your MOR maturnty

COVID-19 forced the lawmakers to postpone the date of application to May 2021. This gives companies involved
in the development of medical devices and medical software enough time to achieve more than just becoming
Medical Device Regualtion compliant.

Have you already assessed...

... the increased scope of clinical evaluation and
Post-Market Surveillance (PMS) system'’s ability to
meet the new 15-day reporting requirement and
... all products’ technical documentation, and the produce the new reports, including the IT systems
process for maintaining that documentation? q capability?

... all products’ risk classification?

... the current compliance level to relevant ISO

tandards (Risk & Quality M 17? ... all existing contracts with suppliers, distributors
standards (Ris uality Management)?

and importers for EU MDR compliance?

... the ability of the Quality Management System and
Product Lifecycle System to meet the MDR'’s
increased focus on detecting device changes, based
on UDIs, and documenting accordingly?

... the program’s structure, including
communications strategy, training strategy,
cascading of management by objectives across
the project team, and format for executive
reporting?

... the data governance process for readiness to
comply EUDAMED reporting?

... the total cost and increased personal
requirements of the program, by year, by function,
by EU MDR requirement and determine
incremental opportunities to gain value beyond
compliance ?

... labeling processes’ speed and capacity to
handle extensive changes to physical product
labeling and electronic Instructions For Use (IFU)

labeling?
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IV. Advisory Update | 4. Regulatory and compliance related topic | EU MDR

Various responses required for your MOR

The following set of EU MIDR-related responses is required to meet compliance needs

° Clinical & Medical Safety

— CEP, PMCF, PMSP, PSUR
development
— Clinical trial strategy & post- Master Data °
market surveillance systems .
enhancements — EUDAMED data risk assessment
— Medical & safety writing — Data governance & change
control
Data collection & validation
® Quality Assurance
— SOP analysis & changes
-  QMS 1S013485:2016 assessment
— Document management strategy Requlatory Affairs °
— Compliant intake redesign — Technical File Remediation

— Contract analysis & support for
contract alignment (OEM/PLM)

— Labeling strategy & coordination

— Regulatory submission

management
IT
. - .
— Impact assessment, incl. cost/risk
analysis o PMO | Manufacturing °
— System enhancements: . B
) ! ) Project governance i — UDIl impact assessment
evaluation & implementation of jectg o Supply Chain PY GST/GTIN educati
IT-tools, incl. systems validation — Communications — Economic operator remediation - education
(DMS, CLMS) — Training — Labeling implementation — Packaging line changes
— MDR system architecture & — Cost controlling — Inventory transition planning
EUDAMED integration
m © 2020 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG 184
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*



IV. 7R\(BU=PvT5 =N 4. REIRUIDTIAT7ABHEN Y | B EEpEES5AI (EU MDR)

+U

JO2 1) hEH
SKU (=/\&1F

R R NIAUACBV TR THEE TS
BREHBITS

3 [e]
—z<On0/iNT

BifiI) OSEIEYNIIR

NIAVADRVELUTERAME

Example:

FEERIBRMEVAME-1BHIU. SARRELESIFIOTER
ZiCIEI S

FERR « BaR— hIAUAD SR

2
gEgE8 o
) 3

=l | i s [ ey ot
A T e A e N R IR - - e
DoC DaC neaded gt

‘

BENRETIVCELZ THICEDESRRE S IIL.
MDRIESF(CMAF TI1TI 3 EmR— hIAUADIX MR\ —%
IEFEICHBI T 2. MEETOEMIECEDETHEL. 7525027
OOy FIALTE - /iR LR z#E 03

DEERR R F - AOBS IR

EROTEITEIE
FaR— hjﬁ'}?f@’é‘iﬂ o - o e | maran PO | o | e

BEDFOFEFIZR (SME) H5SKUSIREY NIZXEMEC
BRXIEERD

#fm
- SMERYNI-VEHETS

&

é] — P (RA. RE. ITRE) TECHRAK— I
5 VAR SLe0IEEEAE -
W - BRA-NIAUAOREERDS

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation

KPMG

/N

_

IR OES R TMICEAUR -3 avTE - AEURESKUTNIIZOEE#MDREHI0IS
=195 LEBOTERL . BB TR = ES
SKUT NI &, MM DRI L [ e
CSicEEDS  PDCAYAINCES GRS EE =TS
HEROTBEPSZFL (DMS) (CHTZIHE - AAEHERUT, TERS( /52 ET5
ERAETTS

SKUX NHIZDT I3 3T ORI EETES

under German law and a member firm of the KPMG

global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

185



IV. Advisory Update | 4. Regulatory and compliance related topic | EU MDR

PIOject References - Achieve complete product portiolo @
(ransparency: okU Rationalization Matrix &

Challenge: Identify most-effort

Example:
consuming products in your portfolio e e e
List and rate affected products and understand efforts \ i | 8 e (R | | R e

along the different involved functions in working
hours

Cassta b Cassil

Solution: Rationalize product portfolio

Rank products according to their efforts driven by an Rationalize y;o:fr o e T -

. . . . . . Indcatonfor | Indication for “; Manufactor
economical model to precisely identify cost drivers in pbrodudct portfo I(I) i [ e s e e nen SRR R e e R
your product portfolio transitioning to MDR ased on actua i | | ’ e

efforts s mer

compliance.

Valuate products referring to their complexity and
apply clustering logic to notify peaks and take action
Involvement of multi-disciplinary team necesgary

R&D
R&D
R&D

0 [

PaE
3

Involve your Subject Matter Experts (SME) to get the

alzl= |onle| elzel ola

1
3
1
3
POE 1
1
1
3

necessary buy-in for executing the SKU Rationalization = i C I
Matrix Cineals 0 v ] 0
0 Identify SME network Execute workshop to align on activities and — Implement agreed SKU-Matrix changes

o ff h MDR |
£ - Define evaluation criteria for clustering  °TOTt N hours per product into MDR exccution program and plan
2 product portfolio per function (RA, — Apply SKU-Matrix to cluster products per
E Quality, IT etc.) complexity area — Apply PDCA-Cycle-based on
. . . . implementation learnings
— Define product portfolio scope — Develop evaluation criteria for target DMS P d
. . Benchmark effort drivers with other
— Align outcome of SKU-Matrix workshop .
. companies
with management
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IV. Advisory Update | 4. Regulatory and compliance related topic | EU MDR

Project References - FU MOR benchmarking reveals
Oplimization potentials

Optimization potentials are revealed during a 12 week approach, divided into three phases, enabling adjustable
benchmarking throughout the MDR transition.

Phase 1: Project preparation

Activities

Output

KPMG

Phase 2: Implementation of

the benchmarking

Phase 3: Results and
fields of action

4-5 Weeks

6-7 Weeks

1-2 Weeks

I_

— Determine the scope and level of
detail for the benchmarking
study

— Define peer groups and data
sources (e.g. selected
companies, associations and
public agencies)

— Create a project plan

AJ

o

— Status and cost calculation of EU
MDR transition in-house

— Data collection

— Comparison of in-house EU MD
transaction costs with peer

group

— Analysis of the evaluation
results

— ldentification of the main
optimization levers and
derivation of specific
recommendations for action on
the basis of experiences and
references

— Realize quick-wins

Presentation of a quality-assured
benchmarking concept

Submission and presentation of the

evaluation results

Submission and presentation of the
complete benchmarking study

Project management

Ensuring and coordinating the continuous communication / coordination as well as a smooth project process

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

188



IV. 7R(HU=PyT7—N| 4. RERCGIDTIAT7ABERN Y | B EE#E2R5RA] (EU MDR)

JO> 1 RE

EEARE

KPMGT -3y DORLERYD

KPMG

t>1-)2:

AR=

=5 — BRI MDRIEST(C3H I i )] 13
W1-232CERIBT-I2ayT7I0-F

€213 :
JOS1IMDIIER
RUFLs

- D-723vTOBEEREOEA RV
- BERZIEMRL. KPMGTDO—/NLHBER

MMDRICEIBIEHEZAFID

- ERORNZEHT S

EZEDOTRNISH > TEE RIS E R T
3

REUAEZEDORNICHISZEBHEIR
(CREVWD RISty %2EMIT S
BARRRSWHICEETIEHRE —D(CE
LHEEIFT B

D&Y > OfERE MR R
IHR(CFEDD

TOSIV MO E  RBEBIEDEL
BRI URT S 1—- )% R6DHD

Y— RN —FACL BB EREBSY
(5l EE)

DAVT4T - MeEERITS

- KPMGI—IZAN)—-L-RYET
- @RS B ORAKIRE D

FELRMESARMEEINSSE
DATYTDBFNEAIFTF

SWhy DT RUT1v>1R—> K

EU-MDR
Compliance

RARRR I HBENBY)1-23
> BRMEICTD

A LARIVERVEEESTE
JO0S1I MBI 2 FEDRED

===
........... W B W o@m oW W
=i
—————
——————
- ——-
—————
e W
——— . ———
—_—
IS ————
e
#
e
Fe—— e
flmnPes ——

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

189



IV. Advisory Update | 4. Regulatory and compliance related topic | EU MDR

PI0jeCt References - Workshop approach o adres
On the Mgnt soltions for EU MDR compliance

Activities

KPMG workshop deliverables

KPMG

Module 1:

Introduction

Module 2:
Breakout

Module 3:
Project planning
and Wrap-up

— Introduction & alignmenton

workshop goals

— Understand background &

receive KPMG global EU MDR
input

— Understand the work streams

Identify focus areas along the
work streams

Breakout sessions according to
defined work stream priorities

Cluster and organize information
for Root Cause Analysis

Consolidate breakout
conclusionsinto actionable items

Project planning: prioritize and
set a timeline for open items

Identify where 314 party support
is needed

Define quality gates

— KPMG work stream mapping

— Root-Cause-Analysisto identify
issues

Prioritization of key issues and
potential next steps

Five Why and Fishbone Diagram

EU-MDR
Compliance

Safety Fost Market Surveillance

Define potential solutions for the
Root-Causes

High-level work plan

Budget estimation for the project
T T T

% 6 W om W @

]
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5. ERP and Digitalization

> News and insights regarding the
implementation of SAP S4 Hana

» Digital Finance

> Digital solutions regarding customer
journey
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IV. Advisory Update | 5. ERP and Digitalization | News and insights regarding the implementation of SAP S4 Hana

What does the switch (o /AHANA mean for you?

Your fundamental decision

Your approach Your S/4 HANA Option

— By 2027, SAP will discontinuethe — The changeover must be planned — If you choose the SAP S/4 HANA — The S/4 HANA solution offers the

support and maintenance of with sufficienttime. You should solution, you can choose eithera following options:
existing SAP ECC installations therefore decide early on greenfield or a brownfield .
3 . . . N - S/4 HANA on premise

(extended maintenance until whetheryou want to remain in approach. This decision is

2030 at an additional charge). the SAP environmentor switch fundamental, as with the - S/4 HANA Cloud Edition
to non-SAP systems. greenfield approach, for _ ppa
Continuation of the old SAP ECC example, a HANA database Private Cloud
system is not an option. migration or an EHP upgrade on — Public Cloud

the existing system does not
seem to make much sense.

The transformation to S/4 HANA must be started now

The scope of action will be
limited the later you

Th field and N
° greenie’d an approach the transformation!

the brownfield
approach have
differentadvantages It is not a typical IT
and disadvantages. project.
Sufficient time must differ in methodolog
be allowed for the and technology, but
right decision. not in the results. The
financial expenditure
and the timeframe
are also comparable -
provided that the
transition is
considered end-to-
end.

The transformation
from ECC to S/4
HANA usually takes
more than 2 years.
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S/4 HANA offers the chance. .

. [ocreate afulure-orented transtormation

Restructuring

Restructuring of divisions and processes
(e.g. process optimization of the greenfield approach)

Digitization

Your
advantages

Implementation of the requirements of digitization
(e.g. real-time data and analyses, cloud strategy)

Future orientation

Basis for future-proof and sustainable positioning
(e.g. adaptation and development of new business models)

End-to-End Data S

Restructuring

Integration of all necessary data
(e.g. integration of partner companies in the value-added processes Digitization

such as single source of truth)
Future orientation

Design

Attractive and modern design End-to-End Data
(e.g. FIORI user interface)

System consolidation Design

Consolidation of systems, applications and in- S
house developments

(e.g. template approach with standard
processes)

System consolidation
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ASking the ngnt questions

C-Level

Head of Accounting

KPMG

The S/4HANA conversion, probably the most H

»

important transformation project of the decade,
offers a lot of potential for shareholders,
managing directors and CFOs. They can ensure
success through decision-making courage and a
secure handling.

What is important:

Efficiency: convert the ERP to SAP S/4HANA safely and silently

Long-term perspective: to build up a technological infrastructure to
serve the core business and support the new strategic business areas

Data transparency: access to all data in real time to become or remain
strategically capable of acting

Security: securing existing business operations despite the
transformation

Matters of success:

How will my business change in the next five to ten years?

How can the requirements of the future be translated into
requirements for an ERP system today?

Can today's solutions be further developed so that they can still
master the challenges of tomorrow?

The S/4AHANA conversion offers the
opportunity to reposition the
accounting department and reduce
manual workload.

¢

What is important:

Security: not compromise the accuracy and timing of reporting.
Data access: get information faster.

Quality improvement: improve financial statements by reducing
complexity and diversity within processes.

Harmonization: harmonize assessment and reporting for the
corporation and divisions, and produce high quality reports, while at
the same time taking into account the legal requirements of legal
entities in all countries.

Foresight: formulate a clear vision for the accounting organization in
five or ten years' time and, in relation to this, define the process
design, increase opportunities for automation and prepare employees

Matfersthéisuceass:tasks.

When and in what way will accounting be included in the design
process for the new system?

What challenges from bad data or inefficient processes are already
known and need to be improved?

Who in the team is suitable as a "key user" to represent accounting in
the design of the end-to-end processes and to get to know the new
system early on?
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Chief Technical Officer Supplv Chain Manaqer Tax Manager

Head of IT Operations C1O CTO BETES ﬁE?*&‘-\v *Hﬁ%&% ])7?47)1%5!’3%&% C C O
IVE1-AYAIDARESY Head of S Iv Chain Management - IVTSATUAIRSY
Chief Inf tion Offi > SupPly e 9 BBEWFIRASY : : .
et Information ICEr  \..qof operations Head of Procurement Chief Compliance Officer
Head of Digital Infrastructure P Manager Tax Solutions

ITNRSv

m © 2020 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*




IV. Advisory Update | 5. ERP and Digitalization | News and insights regarding the implementation of SAP S4 Hana

What doyou want o achieve

Head of IT

As the center of the IT-part
of the transformation,
ensuring the functionality of
the systems has top

priority.

Head of Purchasing/
Warehouse/Productio
n

Potential increase in
efficiency through closer
integration with other
departments, optimization
of existing processes and
closer integration of
suppliers and procurement
platforms.

Head of Tax

Higher degree of
automation and efficiency
enhancements in the tax
department by including all
tax-law requirements under
one process governance.

Head of Compliance

Higher degree of
automation of compliance
processes leads to time
savings and better quality
management.

Chief Technical Officer
Head of IT Operations CIO

Manager of Con‘:putter Science CTO
Chief Information Officer

Head of Digital Infrastructure
Manager IT

Tax Manager

Head of Tax

Manager of tax department
Manager Tax Solutions

Supply Chain Manager
Procurement Manage! PurchasingManager
Head of Supply Chain Management
Head of Operations Head of Procurement
Production Manager

Head of Department Compliance
Manager Compliance

Chief Compliance Officer
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[Ne ngnt pianning and implermentation of the transformation .

..asanessential guarantee for SUceess

— Analysis how extensive the
transformation must be

— Definition of realistic and clear
objectives

— lIdentification of possible risks and
sources of error at each important
milestone

Doing it right means: clearly
naming the most important goals and
placing the successful Go-live at the
center of the project work.

Transpareney [ Foresighe |

— Ensuring safe and reliable processes for — Inclusion of developments in the near
all departments future in strategy, roadmap and design

— Coordination of any system changes
within all affected departments

— Support in establishing an organization
that continuously develops and

— Effective as well as cost and time saving optimizes the new system from day one

planning of the individual
transformation phases

Getting it right means: paying
attention to details and not losing sight
of the bigger picture, knowing risks and
making balanced decisions.

| 'm‘}

Doing it right means: after the go-live
not stopping with the "hypercare", but
starting the improvement.
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KPMG Powered Enterprise

. enables anefficient SAP §/4 HANA ransformation

Powered Enterprise
includes:

— Predefined Best
Practices, including
KPMG's Target
Operating Model
concept, based on
expertise in
transformation,
technology and
industry

— Supporting tools for
organization, business
model and process
design

— Basic components for
accelerated project
implementation (e.g.
through performance
management, data
modelling and
reporting)

KPMG

BUICING on experience and expertise

Business information

Globally leading
methodologies and
localization skills for finance,
supply chain, human
resources and change
management

Process
optimization

Governance @ Employees

Delivery

Q
®

Insights
& Data Model

Technology

Technology

SAP configurations and
methods based on

experience and knowledge of

the latest versions of SAP
S/4AHANA

Individual client
requirements
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Industry Expertise

Insight, trends and
experience in industry-
specific solution
development, e.g. full
implementations at various
companies from different
industries

Strategic and business
benefits through
improved financial &
logistical skills
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Jidital Finance - Performance INSIgNs & Analysis: Practical solutions In
(he time 0 Govic-19

Our Solutions

dltuation

Focus on Liquidity and Working Capital Transparency of your Cash Flow TR
— Itis important to mobilize resources and keep an eye on the liquidity — Daily ligquidity and claims report
— Particularly cash-relevant transactions and available liquidity should — Immediate implementation of CF
be tracked measures
— Assessment of government programs for supporting the net liquidity — Forecast and analyzation of big payments

(taxes, dividends,...)

Short-term information allocation of the order- and cost-status . .

Fast and dynamic reporting

— Development of customer demand and revenue . . . . Gewinn-und Verlustrechnung
— Reliable and fast analysis of your financial ...

‘

— Increased demand of flash reports for developments on a daily basis situation ';!_.-'
— Increased reporting and information requirements of your — Robust data model and interactive jizﬂl"c
stakeholders dashboards with Thrill-Down possibility = :i

— Establishment of taskforces for steering
top- and bottom-line

. . . Scenario analysis in planning
Reliable planning in unsteady times

. — Value drivers and modern tools for msalz- und Kostenprognose
— Challenging forecast for FY 2020 scenario
— Consideration of new external factors and need for scenario planning based planning
— Re-design of planning calendar in favor of agile steering — Rolling forecast more important than
budget

— Questioning and adjustment of premises,
establishment of early-warning indicators
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Jdital Finance - BUsiness-as-usual Can no londer keep pace Wit the
(I0es of innovation and unprecedented chande

Disruption is everywhere and occurring at unprecedented speeds

New business @ ‘ Customer and
models employee
-I/\\— expectations
Emerging / @ Convergence of
technologies J C L industry models
/ \ Regulatory and

COQ
social demands

Big data ?
\ Finance /

5
Changing \A/

workforce

AR
dynamics @

Geopolitics

Speed and cost
of innovation
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Digital Finance - What shoulc you be thirking about?
Uestions toaddress disruptionin your business.

Do we have a strategy for| Do we have the How is corporate strategy
Finance centered on foundational automation connected to financial
value creation for the solutions to enable planning and operational
enterprise? innovation? planning?
The biggest limitation is no longer the Where
technology and what it can do, but the do we
imagination of those who must deploy it. . start?
How is our data strategy Do we have the skills and | Does our operating model
going to enable changing | capabilities to make use enable flexible delivery of
the way we consume of analytical information? | services and changing
data? demands?
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Jigital Finance - G0 Agenda. Derving Specilic benelits for
YOUr DUSINESS Dy TOCUSING 0N Key areas

Leading finance organizations have developed an agenda to deal with disruption

v/
v
Extreme
Automation

Integrating new
technologies:

Cloud ERPs

Robotics & Machine
Learning

Artificial intelligence

Natural Language
Processing

Leading Strategy & capital allocation Eﬁ
e

Eﬂ;ﬁ Preserve and create value through agile, effective allocation of capital and resources to enable strategic priorities

@ = §Y

Performance Organizational Skills
Insights & Analysis Simplification and Talent

New insights through: Changing work: Changing requirements:

Automated descriptive and Fewer people * Both strategy & finance
diagnostic analytics Less hierarchy skills

New predictive and Reduce offshoring * Process and control leaders,

prescriptive analytics Agility except management
Integrated business * Relationship and
planning collaboration

Data Management, Quality & Governance

Stewardship of Risk, Governance Compliance & Controls: @

Response to disruption impacts how risk and controls are managed in an organization and the need to evolve.
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Jigital Finance - Performance InSIgnts a Analysis: CFOS need [0

DUrSLE @ data and analylics agenda closely talored to thelr business

Finance is utilizing technology to ingest, transform and deliver data driven insights

& e
Data Data & Analytics Data Integrated
Ingestion Transformation Consumption Planning

Enterprise-wide data
ecosystem
integrating multiple
sources

Financial data

— Actuals
— Plan and Forecasts

External data
— Signals Repository
— Unstructured data

Internal non-financial data
— Point of sale
— consumption

Extreme automation
increases speed and
quality of insights
Intelligent forecasting - Al
enabled

Predictive / Prescriptive
analytics

Eliminate human biases

Al enabled hypothesis
generation

Convergence of finance and
operations

Tailored to optimize
employee and
customer experience

Digital delivery
Mobile capabilities

Seamless integration
across platforms

Intelligent Assistants

Augmented visualizations
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Accelerate Decision
Making with
Connected Planning

Increase Accuracy

Increase Planning
Efficiency

Cloud-Based Technology

Reliable Decision-Making
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Jigital Finance - Accelerate DecisionMaking with Connected Planning
0N Anaplans C|UU-UE]SBU Dlanning DBUUHT]

Features

Scalability

Cloud-based Anaplan offers a scalable, client-specific, cloud-
Planning Tool based architecture

with > 1.200

Clients in 46

Countries Varying Information Levels

Through dimensional hierarchies with Drill-Down
capabilities. Desired datapoints are thereby quickly and

precisely accessible

Leaderin , Cloud
Financial Planning and i e —
Analysis Solutions”

I
(Gartner 2019) : £ ¥ 2 ¥ = *
el B Q| # CM Vi Transformation of the Corporate Planning Process
a : Energy] HR || Costs oz || vesy| porgi @ Anaplan enables the transformation of Financial Planning
! A F n & Forecasting, as well as Sales, Operations, Supply
E:I:ae : Chain, and CAPEX, all while eliminating thousands of
I spreadsheets e
 conivuion I ;
I
1

Report.

i) Power 1 (..
4

Turning data into value...

Increase Accuracy
By building and maintaining complex planning
models which incorporate data down to the

ransactional level
}ncrease?’lann?ng Efficiency

95% reduction in time spent by IT updating existing models

Reliable Decision-Making Principles
-IK Connected planning brings together people, data

and plans and thus allows improved business

decisions.

Basis for Predictive Analytics
If‘ﬂ Better support for simulations, optimizations, statistical

models, and machine learning. Leverage all of your data
and more with predictive technology.

Cloud-Based Technology
Based on an in-memory Hyperblock engine that can combine columnar, relational and
online analytical processing (OLAP) approaches

Intuitive Use and Great Flexibility
Through features such as view change history, standardized reports with interactive
analysis capabilities, learning programs and the Anaplan Community support

Project Conceptualization and Implementation
KPMG combines industry experience, business
sgiad planning capabilities as well as the required technology

High Customer Satisfaction know-howto supportour clients from strategy to

Scoring highest in categories such as flexibility, meeting needs, cost- R execution.
e e
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Di%ita\ Finance - fargel Uperating Mode! - 218t Gentury Chiel Financial
CEl

R

Social

Mobile

Collaborative and interactive
technologies which help people
to work together

Focus on application for
mobile devices or enable

web-based report access
Example: Social network,

Example: Reporting apps,
WebEXx,...

mobile phone bills,...

Notes:

Role Definition

Products of Finance Function

Tactician

Operator | Custodian
by efficiency| by control

Negotiations

Skills & Competencies

Workflows & Processes
Technology

s 50UB[Eq 8 SIS0y

5199}0 yoneziwndo

il

NextGen

Analytics
Automation & standardization

Modern approaches/Software
of processes

to gain betterinsights orto
Example: Zero touch data flows, . support processes with Al
using Al to complete tasks

Example: Predictive Analytics,

Steering Big Data Advanced Analytics,...

~.---—_———
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Jigital Finance - Our Visionof a 218t Gentury Hnance Function

Tactician Custodian :
Mover by performance by control = ’:| ﬂance
by execution ] £
Operator Real-ti e °F
. R
by efficiency H [¢)
Target setting O
o atized U8t dim
“\0 m n-
e""“\“ . ov®  Auto . gmart s‘nboard
\e O e 100 o be
0 0t OO @ \ao™ > & Integration
Tactician A wWe wo® AT
WO e SN SPLANS Abilit
by performance e P&Go\’ " ot QO ?o W \x\ 5(“ ot
) ST o
Custodian R @ o€ 3o Capital Market
O‘\Q’ \@Q ?‘ a(\o ((\9\ \ . Ability to
by control <@ <« PSS Ability
e R enhance
Mover 0‘\0“\% Corporate value
Ay Service Ability R
by execution e Transaction &
ags N
Operator Qexe“ Ability o@@%o«a
by efficiency (,06\ ?’& A{)\
@ Integration %\‘;\\\‘5 & N
Ability NN o
§.& Capital Market Ability to “‘*@‘)\%\ & ° 2
§§ Ability enhance value «3 B %\g. <© o \O <8‘ ral
¥ q Behavio
o Corporate © . o o & )
: < . @27 10 O 0 ) |ytics
Consistent Service Abilit Transaction a“ \l‘\ o‘\‘{x\°e§,® ?‘006\%’0 \Q,’o\q\'gi\ Machine ~ And y
technology Ability P W w0 o Leaming
landscape &
sS o0 < Prescriptive
co\'d‘“g opt™ IIEDrl]gg;Jllt:‘l3 \o‘s‘es Cognitive Analytics
c oS 1e°““° Computing
” Decentralized predictive
Desktop _ Computing " Analytics
Applications Cyber
Security
Social Collaboration
Solutions
& & EVOLUTION REVOLUTION <& DISRUPTION
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ntegrated Automation (1A) Solutions

= S

Would you like to free your employees
. from rule based, repetitive tasks?

nteligent Automation typically esults In cost savings of 40 percent [0 /o percent,
WILN the payback randing from Several months [0 severalyears”

|
Y _
%  Have you ever wondered how a virtual

< assistant could change communication?

BPMN/DMN
% r Are you interested in automating your
we workflows based on decision and process
modeling?

Data Analytics

4 Return on Investment
4 Conversation Rate
v Churn Rate

A First Contact
Resolution Rate

4 Customer Effort Score

I\ Customer Lifetime
Value

—
'L- Are you wondering how you can generate
real added value from your data?
__.‘_ y
Text & Speech Analysis
Are you aware of how much the language , Transparency
v Sales Cycle
emphasis) says about a person's
character/intention?

. S — Low Gode
n\ Are you increasingly aware that a holistic
’
|

(choice of words, pronunciation and
{,,l‘ process overview is not only essential for ProCode
automation and digitization initiatives?
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ntentional Design of Customer EXperences

&,—” ? Design of toUChpo“wnetZ . 84 percent of customers feel that
r . .
pased on custome experiences are as important as the actual

products and services.
- Awareness Personalcommunicar
50 percent of customers would On non-personal chann';';
choose word-of-mouth if they GOHSMB |Oﬂ

were asked to pick only one
source of information.

40 percent of customers want
customer service reps to take

Increasing retention by/'us t5pe rcenf . care of their needs faster.
can lead to doubling the profits. ’—\. Rg[eﬂﬂ[]ﬂ

Ch i
smoom peen — PLICNASE

~ i between the channels)
el ical s
we C (e
Pr O'ad&\\ie cus’\ome‘
aﬂt\c\p
N,
62 percentof customers say they share N
bad experiences with other people.
C ﬁ
AU\/UC aey Fo_Ustomer Obsession AN B
on exception handhng
m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG 230
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*



IV. 7R\ HU=PvT5—K~| 5. ERPET AL | hAAR—Sv———(CBEIEZTSINI)1—-33>

BRI : RPA

79)05—-0EIE

OMF4v9- TOER - A—RX—23>

(RPA) (&, E2(CEBEENIER
{EEN=0J S LRIEERY I NI TY
J1-23 % FERLT. EH SOt %
BH){t 95, ARIHTI/EEE, F(CE
ARREEER, 1-—124—
JI-ZRE BHIRETHEII0TH0)
BUT, IE1—49— ETEENIC
BT 3,

SEIBTESINHERFEH

— JWIATZXEEOBENE :
NAH—T —HDVER. FERBD
R BlRTOERRE

Fl=

— IBDEPDMBEEMERICLD
SIBZ)L— Ty b OEIERHER

— =IR-20T0EADOEEME

— Y123 ORERPEA RV
R

KPMG

ESRXAT-X :

RN, TOEREFLEENAREVHEROEELBEEIHIO—D, DRV RIEDEFA-IOHER. SATLLETDE

XEOBEEERM. T -T2y DR, RUZDEOIIBDIDDHELEX DIFRZITI.

I i AE

HENMES I SRIEIFEEROH

I

RPAIC & 3 RIE/EEDENE

ZHETOTR(CH T DIEEER
KU S5-I,

SR AMDHZHEIICLERIED
BRI —TYROHEK

TOtEROEPER U —/J0— (FBAFE(C
EHEMIUSEMISGERELTHS

S

SRR N B LU,
AT 2L TES

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

(3517 S ol | TOUZOBRENSED. | BEOEEASEICLD
CEDIIEZE - R EEs | Akt E N oTaE

MIGHRET S

ViEA

231



IV. Advisory Update | 5. ERP and Digitalization | Digital solutions regarding customer journey

JSe Uase RPA

The Technology

Robotic Process Automation
(RPA) is a technology for the
automated execution of business
processes using fully automated,
individualized and programmable
software solutions. They are
mimicking human interactions, in
most cases simple repetitive
tasks, on the computer
autonomously, for example via
the user interface (comparable to
Excel macros for instance).

Further potential Use Cases

— Back Office Administration
Automation: Master data
creation, invoice dispatch,
dunning processes, ...

Benefits

— Decrease in process
throughput times through
partially automated rate of
processing

— Automating rule-based
processes

— Rapid implementation and
deployment of the solution

KPMG

Business Case:

Processing incoming orders is one of the most relevant automation cases due to its significant cost-benefit ratio. A
robot checks emails for incoming orders, creates orders automatically in the system, compares data sets and
categorizes the order for further processing.

Method

Prerequisites

Added valug

Reduce the number of repetitive
tasks for employees

Decrease processing times and
errors in standard processes

Executing repetitive tasks via RPA

Increase the maximum throughput of
orders through highly available workforce

[ I ve

Check for
dublicate

Process steps and workflows must be

Multiple linear C?'eva‘e Finish
Sub billing -
ub-processe st order

clearly defined and pre-set

Create
document

Recatego
i g ize End
Order

N Order Cancel Manual
g incorrect d work End
oreer necessary

A Complete
customer - End
number
M Step Il

S

Increased customer
satisfaction in order to
strengthen customer
retention

speed

Faster communication and | Increased process
thus increased processing

transparency ensuring

continuous improvement
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Improved responses
through a clear allocation
of responsibilities

0 chase
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o
Awareness

JSe Gase Coanitive RPA o

The Technology

Robotic Process Automation
(RPA) is a technology for the
automated execution of business
processes using fully automated,
individualized and programmable
software solutions. They are
mimicking human interactions, in
most cases simple repetitive
tasks, on the computer
autonomously, for example via
the user interface (comparable to
Excel macros for instance).

Further potential Use Cases

— Update of price information in
various databases

— Audit of invoice payment

— Implementation of credit
checks

Benefits

— Decrease in process
throughput times through
fully automated rate of
processing

— Increase first time resolution
rate

— Freeing up employees of
repetitive tasks

KPMG

Relention

o
Advocacy

Business Case:

Many processes have an intertwined mix of simpler & more complex steps executed on a number of systems. A fully
integrated robot, equipped with advanced technologies for language recognition or data analysis, can perform more
complex, interdependent tasks.

Automating email and improving the internal ticketing system

Automatic categorization of
customer request

Individualized feedback through integration
of additional customer information

Cost efficiency through a decrease in
general service requests

Method
Automatic recognition and
classification of e-mail
requests through
recognition of text and
semantic context

Alternative
assignment to
appropriate
team/employee

Automated e-mail
generation using
appropriate templates (as
personalized as possible)

Matching the
customer and
product databases

Clearly defined Solid data quali
y . quality - Process steps and workflows must —

Prerequisites responsibilities & management be clearly defined and pre-set

Continuous feedback
analysis to revise the
accuracy of the classification

Connection to relevant databases,
provision of flexible text modules
for response generation

Creation of a
taxonomy as a basis
for classification

Analysis of customer
feedback to identify
suitable topics

Added valug
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Se Gase Virtual ASSISants P

Retention

The Technology Business Case:

Virtual Assistants are the next Constantly recurring customer enquiries with short to medium processing times bind the work availability of service
human machine interaction agents. For this reason, customer requests such as appointments that do not require expert knowledge can be
interface. Various channels can be outsourced to a virtual assistant.

used for text and speech
processing. Machine Learning
neuronal networks trigger actions

Employing Virtual Assistants in customer interaction

based on defined intents that are Reducing average handling | Creating capacities for Increasing customer satis- Reducing fixed costs for
matched to the user input. These time per incoming customer | intensive case management |faction by answering multiple customer service phone
actions range from outputting a request for maximum customer customer requests as long as contacts

predefined answer to starting satisfaction the customer desires aid.

processes and handling data in
third party systems.

Further potential Use Cases

(NN

Method

— Digital Sales Agent
— FAQ Chatbot

Usage of Analytics Tools to

— Risk & Compliance Conversational Design and Modelling and analysis of the o g
Assessments Bot Persona Development process and data structure el T O AL
with demand-based content
Benefits
— Fast, standardized Prerequisites Predefined Machine Learning training scenarios comprised of example sentences, intents, and desired output -

communication
— Reduction of routine tasks
— Standardization of processes

— Exploiting additional

automation potential Higher gmployee Virtual assistants work 24 Seamless transitipn Addjtiona! revenue can be
Added value motivation through_ hours and adapt to the _through guided dlal_ogges achleved_lf product
adherence to the higher speed of the user i.e. online sales activities consultation is integrated
valued tasks into the Virtual Assistant
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U6 (ase BPVN/ DN o

The Technology

By combining BPMN for process
modeling and workflow
automation and DMN for decision
modeling, it is possible to clearly
display and automate recurring
decisions, rule flows, calculations,
and reviews. These processes
can then be modeled and
designed only once in order to be
performed continuously without
human intervention.

Further potential Use Cases

— Ticket receipt and
management

— Customer lifecycle analysis

— Quotation management

— Postponement of payment
period

Benefits

— Automated decision finding

— Automation of frequently
recurring processes &
decisions

— Efficiency increase in
processes

— Process documentation as a
basis for automation

KPMG

Retention

(]
Advacacy

Business Case:

Complaints, claims and proposals are part of the daily routine of businesses and thus require fast and effective actions.
To allocate responsibilities efficiently within the business, the flow of information in its entirety must be clearly defined
and automated.

Automating processes and decision through workflows

Organization of complaints,
claims and proposals

Effective design of
communication

Assuring the fulfilment of
Service-Level Agreements

Seamless tracking and
documentation of cases

D00V ~erm—
0OoDoo
0DoDbo

Method

Creation and classification
of different complaint
cases

Management and
processing of complaint
cases

Notifications on handling
and improvement of such
cases

Clearly defined

Prerequisites responsibilities

r— Solid data quality - Process steps and workflows must _

& management be clearly defined and pre-set

Improved responses
through a clear allocation of
responsibilities

Faster communication Increased process
and thus increased transparency ensuring
processing speed. continuous improvement.

Increased customer satisfation
in order to strenghten customer
retention.

Added valug
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Waleness

JSe Gase Data Analylics oD

Retention
[ ]
Atvocacy
The Technology Business Case:
Data Analytics allows large Customers create a myriad of data while interacting with a website or app. Focused data analytics and visualization
amounts of data to be processed allow companies to gain essential insights from these interactions, thereby contributing to fields such as customer
and analyzed using mathematical segmentation, retention or experience.

formulas and learning algorithms.
From this data, patterns and
findings can be derived, for

Gaining data insights through data collection & visualization

example, to efficienfnl\_/ process More individually directed | Dynamic, live-data Higher retention rate of Reduction of misdirected
the data volumes arising in the advertising and product dashboards visualize crucial | new arrivals through more | low-impact, high-cost
customer support center and selection customer insights & trends | tailored offerings marketing efforts

uses them as a basis for
automated decision-making.

Further potential Use Cases

— Measuring of session durations, Method
CTR (click-trough rates)

— Measuring of Website traffic,
time on site, bounce-rate, etc.

— Consolidating / interpreting the
aforementioned results

Utilize Bl software to visualize
insight and derive meaningful
decisions & strategies

Build a stable, multi-source data Employ data analytics and
architecture algorithms to create insights

Benefits Prerequisites Exfisting source of information S Solid data quality —
or customer interactions & management beneficial
— Increased generation of
customer leads
— Thus long-term increase of
conversion rates

Improvement of customer Process large amounts of data and Additional revenue can be achieved
— High transparency through Added value satisfaction by enhancing the selfimprovements in the machine if product proposal are well adapted
live-data dashboards customer experience learning models
m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG 240
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Use UaSe TBXJ[ 8 SDBBGH AﬂaWSB .MWW‘\U\;‘:Hrsa

Retention
[ )
Advocacy
The Technology Business Case:
With the help of text- and speech Understanding a customer’s emotions or intent is crucial in delivering well-designed, consistent communications, both
analysis, customer reactions (e.g. on a personal and general marketing level. Text & Speech analysis can support businesses in better understanding and
e-mails) to the company's reacting to customers’ needs.

products and services can be
analyzed. Texts are analyzed with

. izati f lai ithin th i
regard to the choice of words. Standardization of complaint processes within the business

Almost all words are assigned to Consistency in Analysis of language in Derive precise statements Enable Al through machine
categories such as "aggressive", conzmumcatlon with mij_ltlple different modes of tf;routgh cor:Ear|?on of p?jttfrns / Ieat;mng and se'![f—learmng

" . N . " mer. ion r re with referen m r nition
emotional’ or "dominant". customers actions structure eference data pattern recognitio

Language, on the other hand, is
analyzed for word choice,

pronunciation, emphasis and =
dynamics. @

S
Further potential Use Cases
Method

— Customer satisfaction evaluation

— Analysis of job interviews

— Optimization of product
description

Gathering reactions
Customer reactions across several
channels

Text-/ Speech

; Request for feedback
analysis software

Benefits

— Consistent, target-oriented Prerequisites P I e 2 ————
corporate communication of high relevance for a business
— ldentification of the best

applicants for advertised
positions

— Training of the own Improved corporate Targeted collection of Improved product Improved customer
employees for target-oriented Added value branding & communication | positive feedback placement retainment
communication
m © 2020 KPMG AG Wirtschaftspriifungsgesellschaft, a corporation under German law and a member firm of the KPMG 242
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o
Awareness ®
Consiceratior

se Case Process Mining

@
Advocacy

The Technology Business Case:

Process Mining allows individual Analyzing processes from an end-to-end perspective is vital when it comes to overcoming knowledge silos and the
processes to be identified, optimization of business processes. Furthermore is it important to gain flexibility in process flows and to identify
combined and visualized by problems before they even occur.

means of digital IT traces. For this
purpose, the corresponding data
is first identified in the various Automatic and time saving process
source systems and then
extracted. From this data, process
mining can be used to reconstruct
the business transactions in order
to analyze, optimize and visualize
the process.

Visualization and monitoring
performance of specific
customer touchpoints

Automatic data transformation:
reconstruction of business
transaction

Increasing efficiency by
optimization, transparency,
and objectivity

Reducing complexity
in process analysis

Further potential Use Cases

_ - - Method
(F:’usftomer IIfecyclle ?”a'\’s‘s Preparation & identification of Process overview and high By combining all data

— rer Qrmance analysis relevant processes & systems as level analysis as well as gathered (KPPIS) with

— Quality control well as data extraction, evaluation of fields of business KPls, actions for

— Idgnt|fy|ng process gaps and conversion and transfer, e.g. analysis determined in the optimization / automation /
saliences purchasing behaviour run-up etc. can be derived

Benefits

— Visualization and modeling of Prerequisites Processes are mainly reproduced via ERP systems —
even the most complex
processes

— Identification & extraction of
data from different source

systems Higher degree of connectedness |dentification of optimization potentials, Visualization and modeling of
— Identification of optimization Added value between cross-system data and obsolete processes; reasons for process process flows and thus higher
or standardization potentials interactions. breakdowns become clear E2E process transparency
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Automation Technolodies along the Customer Jourmey

Virtual Assistant:

2 ? p dDafca Anal?j/tlcs: h Supporting customers with recommendations
reelieiing oI UCT.S L e and general information about products
ﬁ customer could possibly like
2 T -}

A potential customer’s questions regarding a product are answered
Awareness through analytics-based online %/ i

by a VA, thereby increasing likelihood of subsequent purchase
advertisements and marketing campaigns

RPA:

Consideration sl ek el il
BPMN/ DMN:

Classification of customer claims for
strategic and effective handling

A customer’s purchasing experience
is improved through faster reactions,
immediate feedback & prompt delivery

WJH PUchase

Text-/ and Speech-analysis: Measuring KPIs across the
Analyzing customer satisfaction on AU\/UCaCy entire customer journey
the basis of text & language
Contacting customers for a review on
the product after the sale

Claims are processed in workflows; decisions regarding
e.g. compensations are supported by decision models

Process mining:

@ = RPA = Virtual Assistants = BPMN/DMN = Data Analytics = Text- & Speech Analysis@ = Process Mining
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Automation Journey al a Glance

Savings
CUKS
.0

HIgNer IMpact & higher return

Center of Excellence

Evolutionary state
of the technology

Concept

In the pre-
assessment
phase, first
potentials are
identified and
possible
implementation
use cases are
compiled. A
proof-of-concept
(PoC) is selected
from this pool of
use cases.

KPMG

The proof-of-
concept serves as
a basic proof of
automation
capability and
cost-
effectiveness and
gives the
organization a
first impression
of the
performance
capability of the
technology.

—
_ . ildi ' Connectin
Full Assessment Buildinga CoE Bu”g?ggaanr}zzgs;atmg Solutionsg

In the full
assessment, all
processes are
examined for
automation
potential,
especially for
complex,
advanced use
cases.

In order to be
able to implement
and maintain
simple use cases
cost-effectively, it
is advisable to
build up your own
competencies in
form of a Center
of Excellence
(CoE).

Initially, individual,
isolated solutions
are implemented
independently of
each other and
run in the
productive
environment of
the organization.

If the number of
individual,
intelligent
automation
solutions
increases, it
becomes
necessary to set
up an operating
organization. This
enables control
and monitoring.

After setting up
an operating
organization,
cooperating
solutions can be
connected in
series to
automate longer
and more
complex
processes.
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IV. Advisory Update | 5. ERP and Digitalization | Digital solutions regarding customer journey

YOUr frstSteps into digitalization

Ideation Sessions: Introduction to Intelligent Automation Ideation cards to collect use cases

Allgemeine Informationen

= Onboarding in Intelligent Automation Technologies B N
. . . . Serviceline / Abteilung : a?:uel:r:' m
» Performing Ideations for Use Case Identification =

Quantification and qualification of the identified Use
Cases as well as selection of 3-5 Quick Wins incl.
Business Case Calculation

Next Steps: Analysis of Quick Win Use Cases*

Weitere Anmerkungen / Offene Punkte

Process Walk Throughs for Deep Dive Analysis of the 3-
5 Quick Win Use Cases

Stakeholder analysis

Heat map to prioritize use cases

Anwendungsfille gemapped nach Komplexitat und Wirkungsgrad
an

‘!4. \
» Target definition: target/as is-design s | 154, N B
o ‘\;\ @9 - Arbsitszeitplane in SAP
* Analysis of database and source systems RN T
K ) ‘e etz smvintosn

If necessary: Creation of process click-manuals

Definition of Exception-Handlings and Fallback-
Scenarios

Selection and configuration of optimal automation
software

* Analysis activities partly depend on the technology to be implemented

KPMG

High Impact | 13- Anwenderuntersiat
@14~ AWB/ Anwender-"Neulinge"

0 ®15 - Auswertung Chat

© 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG

global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

250



IV. 7R\ HU=PvT5—K~| 5. ERPET AL | hAAR—Sv———(CBEIEZTSINI)1—-33>

ECOEPET. ..

EERH SO 769) = ‘@ PHRU A/
& reree @ T 2% o

EfLs
X

o oo [ BERUTA o
]

» JOCROBEMEICET » FPATTHULI-V3avT « BEMLEENICEIZT - BEMLICEI3T0ER = YINIIF(CEIZRT

SEAREIIREBRDRTE (CBWTTAT7%4EH OEXDH DB L REOEEDRE >/ BifDER
* BRUARL-T1> g = BAOFELER » FAREGETORE » ERCEIRYINI = FAMNRUXEL
JTETIICEIZERIR « JTOCAOBIRUERUSE « pozzys—20#E TI1-232ORER o yy1-333(CE8F3
TE DT EIER (i USERTER AERVEAAORE
7

S, 7r I 1= = " > Q@
ARL—F1>4 ) <!> ETEEHE @ HERV o HAHRAX *3 ook oo

EREnkYYa-23

£ 1-F>9 = SNEEE =i
= ®ELBEBRUTOER =« BRENEYII-33> = YJ1-S3aVERCE - SMBEOYYI- = JOSTVNBEOE v A2FUTTIRA—BXA-
ZECHNTZET I OEEFREZSVEE I HERIHE 2 OFFE HEHIRUVTOS1TY S iR ERL. 1l
DHRIE O—RIVIDRE « BCERCET3RE o« HEYYI-30OA hoO—-RRyTOE OYINILTY=IUCED
- JOUARUIBISILAN « J1T/-STofE  2RHHEI-XZ ST FVARES A HBLORBHNET
TR DG T R URERL RIE s EH— AT THEL = BEYYI-S0lE  * LANL—2aXRUV %’ RO EE
> ZADHEL SRAAE RVEE
- JOSTIROEZSIY
TRUER
| CE? - & |
h| - o=
A| P A A| I, ﬂJ\/‘ I'I
P -~ V4 - 2 I ,
A e \\-.__ //, ‘."“-._‘_ //I ‘\"\ fl
. _________ - - -
m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG
global organization of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. Printed in Germany.*

251



IV. Advisory Update | 5. ERP and Digitalization | Digital solutions regarding customer journey

FVery Stepor the way..

Strategic fa\ |deati :@- Analysis & P, : / Software- Implementation
. . eation @ . |»¢ Design ; X
orientation \/ ? Conception d selection & & Testing @
= Development of an = Generating ideas = Process analysis = Optimization of = Survey of company- = Implementation of
overall strategy for within |deation regarding automation processes with specific criteria for the the choosen
process automation Workshops capacity regard to automation software solution/
= Evaluation of » Qualification and = Pre-selection of = Creation of the = Sighting & pre- technology
technology and pre-evaluation of technologies development design selection of = Testing &
operating model processes «  Calculation of a appropriate software documentation
decisions business case solutions for later = Acceptance of the
implementation solution and transfer
to live operation
. ] . . - .
Operating o # Change Ea%) Trainings & E:‘}] Customized <@  Project 00
model = Management Coaching "= advancement e management °
= Development of a = Creationof achange = Basictraining forthe = Development of an = Definition of the = UseoflA

governance model
including roles,
responsibilities and
processes .

= Design and structure
of the process and
structural organization

KPMG

application of the
solution

roadmap incl. change
measures for

selected solution = Full training courses =

for own
implementation

Creation of a
communication

concept » Building a Centerof =
Excellence
g i
P - ~

individual solution
for your company
Maintenance and
adaptation of the
solution

Add-On’s for
existing solutions
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technologies to close
automation gaps of
other software tools
and thus make
processes more
efficient

project scope &
creation of a
project roadmap

Escalation & risk
management

Project monitoring &
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3. Venture Capital - Investments;
Acquisitions

5. Employment Law
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V. Legal Update | 1. Impact of COVID-19 pandemic on M&A

mpact o COVID-19 Pandemic on Mergers a ACouiSIions

Due diligence phase

=
o

Law

Focus shift to:
— Public grants

— Short-time work and other
COVID-19-related (labor law)
measures

— IT and data protection (e.g.
homeworking)

— Insurance coverage
— Supply-chain and sourcing

— restructuring requirements and

Increased focus on:

Financial and commercial due
diligence (potential 2"9 lockdown
impacts and consideration of further
COVID-19-related effects)

Finance & Gommerce

Transactions pre-closing

o

Analysis of.

— Possibilities to delay or avoid
closing (e.g. absence of MAC and
other conditions to closing)

— Potential to re-negotiate the
purchase price

— Potential for post-closing value
recovery, e.g. by bringing claims
for

* purchase price adjustments

» breach of (financial) reps
and warranties

* breach of pre-closing
covenants

Future transactions

Possible approaches/ support

— Review purchase price
determination method and
dispute process: increase focus
on earnings calculations

— Preference for closing accounts
over locked-box-mechanisms
(and specific guidelines for
drawing-up of material accounts)

— Increased diligence determining
the appropriate working-capital-
level (determination and
consideration of (minimum) stock
levels)

— Potential preference for earn-out
provisions as a means to enable
the transaction during COVID-19

— Closing covenants covering
COVID-19-related measures (e.g.
absence of short-term work, staff
lay-off)

KPMG
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V. Legal update | 2. Temporary modification of German Insolvency Law

lempoarary modification of German Insovency Law

1. Temporary suspension of the obligation to file for insolvency
According to the recently amended wording of section 1 of the Act to Mitigate the Effects of the COVID-19 Pandemic (COVInsAG), the

obligation to file for insolvency because of a legal overindebtedness is suspended until 31 December 2020 in case of companies that
suffered damage in the COVID-19 pandemic.

In contrast, as of 1 October 2020 the temporary suspension is not applicable for the insolvency reason of illiquidity.

2.

KPMG

General overview of the temporary rules for the
suspension of the obligation to file for insolvency

The conditions of the suspension are that
— the company is not illiquid,

— the legal overindebtedness is due to the effects of the
COVID-19 pandemic and

— there is a reasonable prospect of a successful
restructuring.

If the relevant company was not illiquid on 31 December
2019, there is a statutory presumption (i) that the
overindebtedness is due to the effects of the COVID-19
pandemic and (ii) that there is a reasonable prospect of
successful restructuring.

If the above conditions are met, payments made in the
regular course of business, in particular payments that
serve to maintain or re-commence business operations or
the execution of a restructuring plan, shall be regarded as
compatible with the diligence of a responsible business
manager. Therefore, they shall not lead to liability of the
corporate bodies on the ground of an infringement of the
prohibition on payment under company law that takes
effect once a ground for insolvency has arisen.

3. How can KPMG support you?

Updates

— Providing updates on a possible further extension of the

suspension period.

SUpport

— Assistance in analyzing the insolvency law status of a German
subsidiary.

Evaluation of the qualification for a suspension pursuant to
section 1 COVInsAG.

Support with regard to qualification for governmental support

measures or other forms of financing.

Advising of the German management in respect of ongoing

insolvency law obligations and liability risks throughout
suspension period.

Helping to avoid liability and contestation risks for the
shareholder and other group companies resulting from the
distressed situation of the German subsidiary.

Instructing how to deal with distressed customers and/or
suppliers.
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V. Legal update | 3. Venture Capital — Investments and Acquisitions

Benelit irom Innovation created Dy German startups

Typical situation of Venture Capital Investments or Acquisitions

Founder 1 Founder 2 Investor

Founder-
Holding

f

! ] h §

Startup @ Innovation (e.g. Technology)

‘.’:y ey b )
’ t ¥ 1

Employees Management

'
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VesIment vs. Acquisition

nvestment

Investor takes over minority share in startup.

Consideration is financial Investment into the
startup.

Due Diligence (usually IP focus)

Legal framework:

— Investment agreement

— Shareholders’ agreement

— Articles of association / rules of procedure
Benefits:

— Limited financial risk

— Time to supervise the development

— Other investors

You need to know specifics of investments (e.qg.
pre-/post-money valuation, valuation, vesting,
milestones for payments, tag-along, drag-along,
non-competition, VESOP (virtual employee stock
option program) etc.)

V. Legal update | 3. Venture Capital — Investments and Acquisitions

Acquisition (Exit)

Investor acquires 100% in startup

Usually, founders stay on board as managing
directors or minority shareholders

Legal framework:

— Share purchase agreement

— Shareholders’ agreement

— Managing directors’ agreement
Benefits:

— Boost through acquisition of innovation
— No other shareholders being involved
— Attractive prices

Specifics of startups acquisitions to be
considered (e.g. valuation, typical due diligence
pitfalls, multi-seller transaction, VESOP etc.)

KPMG
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V. Legal update | 3. Venture Capital — Investments and Acquisitions

[ypical legalissUes In startup acquisitions

Technology and
Intellectual
Property

Representations
and Warranties of
founders vs. selling
investors

Liability of founders
vs. selling investors

m © 2020 KPMG AG Wirtschaftsprifungsgesellschaft, a corporation under German law and a member firm of the KPMG

Extent and
procedure of Due
Diligence
(compared to
normal M&A
process)

Incentives for
Management
(founders) to stay

Warranty and
Indemnity
insurance
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V. Legal update | 4. Challenges in M&A and business conduct regarding Antitrust and Investment Control Law

F0reion Direct Investment (A2 streenings

BasICS

In order to prevent security risks for the Federal Republic of Germany, the
Federal Ministry for Economic Affairs and Energy may review acquisitions
of German firms by foreign non-EU investors or buyers on a case-by-case
basis. The Foreign Trade and Payments Act (AulRenwirtschaftsgesetz —
AWG) and the Foreign Trade and Payments Ordinance
(AuRenwirtschaftsverordnung - AWV) set the legal basis.

The legal provisions distinguish between “cross-sector” investments and
the so-called “sector-specific” investments and oblige for different

(ross-sectorinvestment reviw

— Any acquisition in which foreign (i.e. outside the European Union —
“EU") investors acquire ownership of at least 25% of the voting rights
of a company resident in Germany can be subjected to such review.

— If the domestic company operates in critical infrastructure the
threshold for the review is at least 10%, e.g. entities in the IT,
telecommunication or energy sector.

Initiation of review process

— Option 1: The investor requests proactively a binding certificate of
non-objection from the Federal Ministry for Economic Affairs, which
shall be deemed to have been issued when no review of the Economic
Affairs Ministry has been initiated within two months

— Option 2: The Federal Ministry for Economic Affairs may initiate a
review procedure within three months after obtaining knowledge of
the acquisition

— During the review period, the legal transaction on which the
investment is based shall be effective; however, subsequently the
acquisition might be prohibited or subject to conditions or

application processes and screening procedures.
— The cross-sector investment review procedure applies in principle to

all sectors, regardless of the size of the companies involved in the
acquisition

The sector-specific investment review applies to acquisitions of
certain companies active in defense and IT security (e.g.
manufactures and developers of war weapons and other key military
technologies)

SECtor-Specificinvestmentreview

Subject to review can be any acquisition whereby foreign non-EU
investors acquire ownership of at least 10% of the voting rights of a
company resident in Germany

Such acquisitions must be notified to the Federal Ministry for
Economic Affairs.

The review considers whether the respective acquisition poses a
threat to essential security interests to the Federal Republic of
Germany

During the review period, the legal transaction on which the
acquisition is based shall be provisionally ineffective until the Federal
Ministry for Economic Affairs grants its express or implied approval.

obligations.
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-UI-Recentand upcoming Deve

dluation

ODMents

According to EU Regulation 2019/452, all EU Members States are obliged to extend and tighten their FDI-screening regimes an regulations. In a
subsequent Communication of March 25th 2020, the European Commission called on the Member States to apply their FDI-screening regulations
more strictly. The European Commission however explicitly linked the call for stricter application of FDI-screenings to the commitment to an
investment-friendly economic area. Germany needed to review its existing regime of controlling and reviewing FDI and the German Parliament

Gnanges pursuant to the amendment

Changes in Foreign Trade and Payments Act (“AWG")

KPMG

Extended area of application: Alongside security interests of the
Federal Republic of Germany, possible threats to public policy or
security of other EU member states or in relation to projects or
programs of the EU interest will be relevant for the decision whether
an invest might be prohibited

Extended criteria for prohibition: An anticipated threat to public order
or security is sufficient to restrict or prohibit an intended investment

Extended review periods: Main review period can be extended by up
to four months (in total: eight months)

Invalidity of all transactions: All legal transactions subject to reporting
requirements shall be null and void until the review process is
completed (applying now to both sector-specific and cross sector FDI
reviews)

New criminal offence: “Gun-Jumping” (unlawful merger
implementation or co-ordination between the parties to an M&A
transaction before FDI clearance) will be subject to a prison sentence
of up to five years

New Point of contact: Establishment of a contact point in the Federal
Ministry for Economic Affairs and Energy

F

Urther intended amendments

Intended amendments of the Foreign Trade and Payments Ordinance
(“AWV") which are not included in the current amendment comprise:

— The Investment screening for certain critical technologies might

S

become more specific, including a precisely defined catalogue of
critical technologies, e.g. artificial intelligence, robotics,
semiconductors, power storage, nano- and biotechnology and
quantum technology

In the above-mentioned cases, there is a reporting obligation and a
threshold set at 10% share acquisition

Lpport by KPMG Law

Legal review upfront whether the German company operates within a
critical infrastructure or is subject to sector-specific investment control
Support, legal advice and representation in application proceeding to

obtain certificate of non-objection

Support, legal advice and representation in review proceeding before

the Federal Ministry for Economic Affairs and Energy
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Merger Control

Starting Paint: Concentration and t

Investments comprising the acquisitions of shares, assets or control might be subject to merger control. The parties need to obtain clearance before they
implement the transaction, otherwise the transaction is deemed to be invalid and severe fines can be imposed. Investments in German companies can be subject
to either EU or German merger control. Both proceedings imply atest whether or not the transaction implies a significant impediment to effective competition.

— Scope: Larger Mergers with a multinational dimension. In case EU — Scope: Mergers with a national/multinational dimensions not subject
merger control applies, additional merger control notifications in EU to EU merger control.
Member States are not required (“One Shop Stop”). — Turnover thresholds are exceeded:
— Turnover thresholds triggering a filing requirement are comparatively + the combined worldwide turnover of all participating undertakings
high exceeded €500 million;
* Combined worldwide turnover of all undertakings participating to » one participating undertaking had a turnover exceeding €25 million
the transaction must exceed either 5 or 2.5 billion €. within Germany; and
+ In addition the undertakings participating in the transaction need to * at least one further undertaking had a turnover in Germany
achieve significant turnover individually in EU member states. exceeding €5 million, or transaction value exceeding €400 million.

— Timing: Even in “easy cases”: approx. 2-3 weeks for preparation of
the filing plus one month decision time for the German Federal Cartel
Office following the filing, in complex cases even longer.

— Timing: Even in “easy cases”: approx. 25-35 days for preparation of
the filing plus 25 working days decision time for the European
Commission following the filing, in complex cases even longer.

Pltfall Gun-Jumping

« Prohibition notonly to implement the transaction before clearance but also to influence the target’s business or exchange of competitively sensitive
information before clearance and closing.

* Both European Commissionand the German Federal Cartel Office can even unbundle a merged company if the merger is executed before the approval.

oupport by KPMG Law

KPMG Law advises you on all antitrustand merger controlissues in M&A transactions and representsyou in the necessary mergercontrol proceedings.
Through our global network, we can also provide you with our servicesin case of international transactionsand proceedings “One Shop Stop".
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ANITTUS

Antitrustiaw affects alarge variety of business activities

Antitrustlaw affects many entrepreneurial activities. In principle, antitrust law prohibits all forms of concerted practice between companies with restrictive
objects or effects on competition. Besides well-known forbidden alignments on prices, conditions, customers, territories etc. also cooperationand information
exchange between different undertakings or regarding procurementand distribution need to be in line with antitrust requirements. Special restrictions apply
for companies with dominant market positions. Antitrust law infringements can imply serious consequences, in particular, high fines, damages, invalidity of
the contracts etc.

Actvities between competitors ACUVItIes DEtween non-compeitars

— Note: Companies not competing on the distribution side may be — Agreements and cooperation between undertakings operating on
competitors on the procurement side, e.g. when purchasing raw different market levels (so-called "vertical agreements") are also
materials or other goods. subject to competition law requirements.

— Typical cooperation forms: Procurement, R&D, technology transfer, — Typical cooperation forms: Distribution or licensing systems.

specialization, production, sales and marketing, benchmarking,
subcontracting agreements (extended workbench)

— Antitrust requirements apply throughout designing and
implementing the cooperation

— Antitrust requirements apply throughout designing and
implementing the cooperation

— Pitfalls comprise e.g. “resale price maintenance”, exclusive or
selective distribution systems, best price or most favored nation

— Information exchange must be limited to persons and inforr_nat_ion" clauses, exclusive purchase or delivery obligations, loyalty rebates or
needed in the context of the cooperation (“need to know principle”). non-compete clauses

Adequate safeguards need to be implemented.
Digital platforms

1 (e En (rule of thumb: market shares around 40%) - Digital platforms, services and BIG Data often face dominance rules,
face strict limitations also in view of unilateral behavior. Typical as they are increasingly important/essential for almost every business
examples comprise unreasonable prices/conditions, unequal model.

treatment of business partners, refusal to contract/supply, tying
products, “predatory pricing”, and rebate schemes

oupport by KPMG Law

KPMG Law supports you in designing and implementing or optimizing your business model, related contracts and safeguards in order to make the
best use of the margins to maneuver stipulated by antitrust laws.
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Antitrust & Merger Gontrok: Upcoming Developments

GWB Digitalization Act (10" GWB Amendment)

The upcoming 10" Amendment of the German Act against Restrains of Competition (“GWB) will imply substantial changes. The act implies the
establishment of a new digital regulatory framework for digital and platform markets. Platform operators will face new obligations, platform users will
obtain new rights. Additional amendments relate — inter alia - to transactions (merger control), cartel proceedings, cartel damage claims and
cooperation.

Digital regulatory framework Merger Control

A new type of dominance applies to |arge d|g|ta| enterprises and — More acquisitions of smaller German companies will be exempted
to €10 million.

— On the other hand, the Federal Cartel Office will be entitled to oblige

undertakings to file every future merger and acquisition related to
certain economic sectors in case of competitive concerns related to

— prefer own products over competitors * products .
— Transfer/use market/data power to “conquer” other/new markets.
— impede interoperability with other services and data portability

— Withh0|d data which has been re.ceived as part of the_ services _ such sector. This can apply to very small transactions (witch the
pr.owleed (e.g. usage data, costs incurred, click behavior or ranking acquirer “s turnover exceeding €250 million and the target 's turnover
criteria). exceeding €2 million (two thirds achieved in Germany).

Correspondingly, companies using such platforms and services will

obtain new rights including data access rights improving their Honzomal G[][]Dera“[]n

commercial conduct and opportunities. o . . . .
— In principle, companies are obliged to evaluate their cooperation

3 X projects in terms of antitrust compliance on their own.
|:|ne PrOCBB[]IﬂgS — This has often led to considerable legal uncertainty among the
cooperation partners.
— An effective compliance management system can reduce cartel fines

. d by the G Federal C | Offi — In future, competitors, will be entitled to a Federal Cartel Office
IRl (2 i GEman [FeeleiEl el Ice. decision if there is a considerable legal and economic interest.

Suppart from KPMG Law

KPMG Law supports and enables you in getting prepared in advance for the challenges aligned with the new digital regulatory framework in order to
make the best use of the margins to maneuver stipulated by it.
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REVIEW Of applcations for Short-ime work (Kurzarbeit) and short-time
compensation (Kurzarbeltergeld) - Employers rsks

Legal framework - Basics

The payment of short-term compensation by the federal labour agency This application is usually made on a monthly basis and requires the employer

(,Agentur fiir Arbeit") requires a two-step procedure: in advance to pay the short-time compensation to the employees concerned,

First, the employer has to issue a so-called statement on the shortfall of work i.d. the labour agency is a reimburses advanced payments.

(“Anzeige (iber Arbeitsausfall’) to the labour agency. The labour agency then At both occasions the labour agency will review if the requirement for the

will, according to the contents of this statement assess whether or not the basic requests are met; however, due to the sheer amount of applications it is

conditions for short-time work are met and issue a respective administrative unlikely that the labour agency will review every detail of the applications, not

decision. to mention the trueness of the actual descriptions on salaries, headcount etc.

Upon receipt of this administrative decision the employer then in a second step However, as experiences show from the past, it is to be expected that the

may apply for a payment of short-time compensation (“Antrag auf labour agency, once the high-tide of applications is over, will more thoroughly

Kurzarbeitergeld” or “Leistungsantrag”). re-examine — at least at random — the trueness of originally approved requests.

SNort-time work Snort-time compensation

— Areimbursement of short-time compensation requires the employer having — A reimbursement of short-time compensation requires the presentation of
licitly implemented short-time work in its business. An implementation of time sheets giving evidence on the actually performed working time. Any
short time work from a labour law aspect requires a reduction of working false report on working times (e.g. actual performance of more working
obligations and a respective decrease of salary. Both must not be ordered by time than reported) may lead to claims for refunding and/or prosecution.
the employer Unilatera”y but requires either an amendment Of the labour —  Shorttime Compensation must not be apphed for employees whose
contract or is prOVided for under either a collective or a works agreement. emp|oyment is under termination due to notice or respective agreementl or

— As far as short-time work has not been properly implemented both the who have not consumed vacation claims or compensatory time-off. Also in
statement on a shortfall of work and the request for a payment of short-time such cases the application for short-time compensation is illicit and may be
compensation are unlawful. In consequence, received payments must be fined.

refunded, even if the employees received short-time compensation from the
employer. Penalties and/or administrative fines may also be imposed.

suppart from KPMG Law

KPMG Law helps you identifying possible risks when applying for Short-time work and Short-time compensation and supports you in correcting
incorrect statements if necessary.
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Reduction of otaff

Bas|C [egal framework

A reduction of staff can either be effected by demography and fluctuation, or by dismissals issued by the employer. In the latter case, various
regulation must be obeyed, especially employment protecting regulation as well as the case may be co-determination rights of the works council.
Depending on the branch also collective agreements may provide for additional regulation, or even a prohibit dismissals at all.

(Mass) Dismissal Demograpny and fluctuation

— In the case of an intended, significant reduction of the workforce (threshold — To simply make use of demographic evolutions, i.e. a retirement of elder
ca. 10 % to 20 % of the entire workforce affected) the employer has to employees, or normal fluctuation can also help reducing staff withoutthe
negotiate with the works council on a so-called balance of interests necessity to involve the works council or to negotiate a balance of
("Interessenausgleich”), which governs the details of the intended staff interest or a social compensationsplan.
reduction, and a social compensation plan (“Sozialplan”) which provides — Ifthe employer decides to not replace any “natural” leavers this is not
for monetary compensation (severance payments etc.) for the employees. subject to the works councils co-determination rights, howeverunder the
A social compensations plan can be exacted by the works council. conditionthat the employerhas not urged the employeeto resign by her-

— In the absence of a works council neither a balance of interest nora /himself. The same applies to termination agreements.

social compensations planis required.
— A massdismissal (> 10% to 20% of the staff concerned) requires prior : v
notificationto the labour agency, otherwisethe dismissals are void. T|m8 ||m|[e[j emD|0ym8ﬂ[

— Underthe Geman Part-time and Term-limited Working Act, time-limited

Emmoymen[ pl‘U’[BC“Un employment contracts terminate upon expiry without any involvement

from the works council’sside.

— Unlessthe employee has been employed for less than six months, or the — Time-limited contracts may be entered into for a period of two years
employer employs not more than ten, every dismissal requires a unless they are objective reasons which justify the limitationon time (e.g.
particular justificationunder the German EmploymentProtection Act tempor-ary substitution of employees absent due to iliness, parental
notwithstanding any balances of interest or social compensations plans leave etc.).
which have been agreed to between the works council and the employer. — Time-limited employment agreements must be issued in writing,

otherwisethey are invalid!

Suppart from KPMG Law

KPMG Law supports and enables you in getting prepared in advance for the challenges aligned with a reduction of staff in order to make the best use
of the governing legal framework as well as the given conditions at hand.
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V. Legal update | 5. Employment Law

-Mmployee Representation and Co-aetermination at operational level

BasIcs

The German labour law acts upon the concept of employees’ representation towards the employer and employees’ co-determination in various
operational aspects. The paramount principle for both is the “trustful cooperation” between employer and workforce, which in practice allows to
approach operational problems “internally”, i.e. without involving third parties such as employers associations or trade unions.

Employees' Representations - Works Councilgtc

Go-detreminationTights at operational level

— The “standard” employee representing body on operational level is

the works council (“Betriebsrat”). A works council may be established

in operations employing more than 5 permanent staff. As far as no
works council has been formed on the employees’ initiative, the

employer is not obliged to arrange for a works council to be formed.

The works council’s term of office is 4 years. Its size depends on the
workforce’s headcount, however there must be one member at
minimum.

— Also, extra representative bodies for apprentices or severely handicapped
may be formed; however the works council is the main partner for the
employee

— As far as there are several operations under one company at each
operatlon a separate works counC|I may be formed. These works

— The works council has various co-determination rights underthe German

Works Constitution Act (“Betriebsverfassungsgesetz”), e.g. in the context
of employments and dismissals, or regulation on the work rules and the
staff’'s behavior (e.g.working time, vacation rules, occupational security
etc.) Co-determinationin this context meansthat unilateral decisions and
measures taken by the employer are legally void.

The works council especially is appointed to co-determinein the cases of
large-scale operational changes (e.g. relocation, closureetc.) and
headcount-reductions!

Beyond the statutory co-determination rights employer and works council
also may voluntarily agree to works agreements in particular cases.
Compensations and benefits are basically not subjectto the works
council’sco-determination rights!

*  Members of works councils enjoy special employment protection, i.e. they can be dismissed only for cause and with the works council’s explicit

consent.

* Any obstruction of works council elections or the works council’s activities as well as any discrimination or bribery of works council’s members may

be prosecuted as a criminal offence.

support by KPMG Law

KPMG Law advises you on all disputes with works councils and represents you in the necessary negotiations, if required also in employment tribunal
litigation concerning the works council’s competences.

KPMG
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KPMG in Germany

Jetaled Facts

Revenue*
In financial year 2019

Billion Euros

677 wi

Audit

*inklusive sonstige

Employees

at 25 locations

525 wi 709 wi

Tax Advisory

2,737 3,659 2,365

Tax Advisory Central Services
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Global Japanese Practice in Germany
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