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I. Economic Update | 1. Germany within the European Union

(5ermany - Economic Overview (1/2)

AN EEEETY Tereees) 6in ellalel el Largest Economies by Nominal Real GDP Growth Rate
y 9 9 GDP, 2015 (In billion USD) (In percent)

Germany === Euro area

— 4th largest global economy by GDP and largest USA messm—— 17947 18
market in Europe by GDP and population. China —— 11181 16

— Strong focus on industry and construction with SMEs Japan W= 4126 L4
being the back bone of the social market economy Germany Wmmmm 3354 '
and major driving force behind growth and UK mmmm 2858 1.2
employment. France = 2420 1

— Foreign direct investment (FDI) of India = 2072 0.8
792 billion USD in 2015 reflects Germany's ltaly W= 1815 06

powerhouse status. Brazil W= 1772 2014 2015 2016 2017 2018 2019 2020 2021
Canada ™= 1551 * Y ’

— 3rd largest exporter after China and the US with . .
Source: Oxford Economics, August 2016 Source: IMF 2016 Estimates (April 2016)

leading export goods being machinery, vehicles, , — o
: ; Foreign Trade — Germany (In billion Largest Investment Destinations,
chemicals, and equipment. , _ N
EUR, at constant 2005 prices) 2015 (FDI inward stock, in billion USD)

— As an export-oriented country, Germany benefits

from global economic growth and further 1700 Exports USA S 5571
liberalization of trade within the EU. Its specialization | ~ 6%° China (incl. HK) ne— 2842
in high-technology capital goods, gives the country a 1500 Imports ~ United Kingdom e 1553
unique competitive position. It is expected that this 1400 Ireland w866
will be challenged by emerging market 1288 Germany mmm 792
manufacturers in the future. 1100 Canada mmm 752

— 2015 exports reached new record of 1.347 trillion 1000 Netherlands jmm 723
EUR, an increase of 4.82%. However, the Eurozone 900 France mmm 660
crisis as well as the slowdown of the Chinese 800 Australia mwm 540
economy represent a risk to the future development. 2013 2014 2015 2016 2017 2018 2019 2020 , Brazil wm 486

Source: EIU, 2016 Estimates (April 2016) Source: OECD, 2015
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I. Economic Update | 1. Germany within the European Union

(5ermany - EConomic Overview (/)

A strong foundation promotes Inflation Rate Unemployment Rate
competitive advantage (Annual change in percent) (In percent)

— The weakness of the Euro since mid-2014 will start Germany Euro area Germany Euro area
to feed through to higher import costs, while robust 25 - 14
domestic demand is expected to put upward 12
pressure on inflation. 2.0 1 10 \
— Past labor market reforms contributed to strong ho 2
resilience of employment during the crisis by raising 1.0 1 4
work time flexibility and reducing structural 0.5 1 2
unemployment, resulting in a historic low of 4.63% in | 0.0 —_——— 0 . . . ; ; . . .
2015 (seasonally adjusted rate). 2014 2015\2016 2017 2(318 2019 2029 2021 2013 2014 2015\2016 2017 2918 2019 20210
— Cooperative approach of German industry relations Source: IV, 2016 Estimates (April 2016) Source: IE. 2016 Estimates (April 2016)
and wage bargaining resulting in an moderate Unit Labor Costs Hourly Labour Productivity
increase in unit labor costs in comparison to the rest (OECD Base 2005 = 100) (OECD base 2010 = 1)
of the EU. Germany === EUro area 1.06 Germany === EUro area
— Consequently labour productivity constantly ranks 115 Loa
above EU average, thus promoting competitiveness '
and attractiveness as a business location. 1107 1.02
105 - 1.00
100 + 0.98
95 4 0.96
90 1 0.94
% <ol I’\I I I I'\I I 'b"%' 0.92 @l\l I — "o © ™~
SEEFES S $8REEEEREREES
Source: OECD, 2016 Source: OECD, 2016
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21%
Other; 27% 0
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France; 15%

Source: Oxford Economics, 2015
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-5 France Germany
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Source: IMF, 2016 HEE (20165F4HR)
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I. Economic Update | 1. Germany within the European Union

-uropean Union - Economic Overview

Central Bank Interest Rates
(In percent)

Structural reforms and fiscal discipline to boost European Union GDP Share by

confidence for sustainable growth Country, 2015 (100% = 16.2 trillion USD)

— Unique economic and political partnership of 28 12 FCB FED B0
member states with 510.1 million citizens. With a 10
GDP of 16.2 trillion EUR in 2015, it is one of the Germany; '
largest economic regions in the world. Other: 27% 21% 08
— Operating as a single market, the EU-28 accounts Z'j o4
for around one sixth of the world’s trade in goods. 0'2 7
— Under the EU's Stability and Growth Pact (SGP), 00 S \..Hf?—o.o
Euro member states have pledged to keep deficit France; 2009 2011 2013 2015 ™
and debt below certain limits: government deficit 15% 02
may nOt exceed 3% Of GDP’ debt may nOt exceed Source: Oxford Economics, 2015 Source: ECB, FED, BOJ, 2016
— The GDP of the euro zone is expected to grow by (In percent) (In percent)
1.5% in 2016. GDP growth rate in 2015 was also 1 180
1.5%, all of the five biggest economies (Germany, 0 160
France, Italy, Spain and the Netherlands) contributed 1 140
to this growth 120 -
-2
— According to the manufacturing purchasing 4 128 =
managers' indices (PMI) published by Markit in July o | T -
2016 the bloc's composite PMI was 52.9 (anything 4 20 T
above 50 indicates expansion). -5 France Germany France Germany Greece
-6 gre?ce _:jily Italy Spain UK
pain
2014 2015 2016 2017 2018 2019 2020, 2014 2015 2016 2017 2018 2019 2020,
Source: IMF, 2016 Estimates (April 2016) Source: IMF, 2016 Estimates (April 2016)

Document Classification: KPMG Public



| EFRRTYIT—b

Y — BRI 55

BHRMEBROS -3 Q

— I-O\OPRIAIETS
— EENODMAMIRECTIERL TVD

EHMORY—-S—-2vT o3t

— RAYERADEEI-EODOREE L. FAERURISEC
BVWTE MR THRENREEZRIL TV,
RAYEFFIE2023FEFTICIEB RN NERAWIC
14+ H IV OBRNFEEBI - #GEBL. RAVICHIT
BENHBEDINEMHIE I ZETEEII TS

— 2022FEFTICRTORFHREENZHEIZEIE

— SEMNEREEBUTIHEE (FIZE V-5-RUINAA
F5.)0>-)

— BRMNATIHERNRFFHEETHD. )\ (7Y V11—
2AVICHBVWTEERNRLEESE

— EBNIAEERE

— AJIR—=33DTFRAYIF2015FEA IR=23> - A=A
ZO7HR—R (IUS) RU2014%FitA>T4—5—-3>
FICHBNTARIEROTWS

— HREFFIA—5LH (WEF) OEBSRFEHLR-N
2015%-2016F Tld. RAVIPZEFHEHR THRHEIN
THDEENTWD, 1 IR=3 VA TEEEN R X BT
&, ZLOIREEZEXRE&DI(CEITTHD (5B6fiL) « KF
(88101i) RUMARZE (5of) tOHBEMATE.
TBHEROB B TVS, RAYTEEN, ZvFHiBT
DESX A= MIBR (CHBEITIEU R TITICELEST
H. A IR=3a RSN TWS (FEEISRT-KE
[CHBWTEE3ML)

| 1. EUDHRD kY

FEAE nl

— I1-0OBHICENMNNST | BERRERLEA>IL T
MiIREZHEITD

— EAMRBHIKE ILREUNORETIBABSRICT)
TATED

— BERTE SR - Y-CREEE((RECEETS

— HMELELBEEEEICHITR) Iy

— [Made in Germany DN U, BiidtEREERT

— ERB{TIFAAA (S&P), Aaa (Moody 's), AAA
(Fitch)

ZEMIITOERBNZFEE

— HREYIROFOH

— EEENLINAF-EI21Z5 33201205

— HARRAIDINGZAREL S S LR O#ENETRY RD -7

— EEMDRMREER (LPI H5FRIRITAK) T2016
FHREUT (2012FOHFEAMILD ER)

— WREFFIA-—SL (WEF) OEEFHREHLKR—K
2015%FE-20165 T, a4, 10T 0EICH
WTIFEE8AI. ETOEHIXFER(CE>THELIRDR A%z

B
BULEEHEET355EH
— ;’éﬁﬁkﬂ@fﬁﬁﬁb\jéﬁﬁi@%@b =1AVESOYN )
=
— IBRIOFHEICHBIFBEUN TRHEVSEIIR M EFER
— BLSESEEYE

®

EOEAIFDE

BHNBESRARIE pre
— FRERETERTEIRANEOHZEZELTEN -
HRNIERE

— BEFINCARBIENEEE TR, 20 TE3EEH
L OEERUVEBIEREAERE

— BEHRHTS

— BEEXE. EXREE|. FEEEBA. FIROKREXE.
NEBBAOTIERCEL. ARE0EEH

— EBAHOHBDEABEHBLE30-33% (BEEHAVE
BHESD)

— RAYIE2016 FEOUNCTADHH RIGEIHREZDH T,
2016FEN52018F DB EIRIRECRALT, HRT
BERGETELTEAMIC, BEREERELTES
RIS IfHFENTVS

— EEmsmFEHLR—bN (WEF) 2015%-2016FE0OH T,
SECAEBINEESRIRIE (F311) tBER
R&DZETJEE(CTBM IN-23VIRIE (5B6MiI) D&
FHNRAYDERFEHELTERHEINTLS,

BT R ik
— ERRNTES. /. BRNRHES
— BREBOHOENT R R
— LREEICEZRN-Y, IR R
— ERICHBEIEXLRERES

KPMG

Document Classification: KPMG Public

12



. Economic Update | 1. Germany within the European Union

GE many - Factors of Distinct competitive Advaniage

Favourable Geographic Location Q

Centrally located in Europe
Decentralised geographical distribution of economic
power

Innovation Leadership Fo e

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

Goal to close all nuclear power stations by 2022.
Governmental promotion of forward-thinking industries
(e.g. solar and biotech)

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

Excellent production standards

In Innovation, Germany scores 4th place both in the
2015 EU Innovation Union Scoreboard (IUS) and in the
iit-Indicator ranking (2014), respectively

According to WEF’s Global Competitiveness Report
2015-2016, German companies are among the most
innovative in the world, Companies spend heavily on
R&D (6th) and can rely on an institutional framework,
including collaboration with universities (10th) and
research labs (9th), 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 (3rd on cluster
development).

Economic Powerhouse nl

Leading economy in Europe with robust growth and low
inflation despite Euro crisis

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

Highly industrialized and diversified — with equal focus
placed on services and production.

Leadership in building of machines and automotive
industry

“Made in Germany” label stands for innovation and
excellent quality

Credit ratings: AAA (S&P), Aaa (Moody’'s), AAA (Fitch)

Excellent Nationwide Infrastructure @

Global logistics hub

Sophisticated energy and communications infrastructure
First-class transportation networks ensure on-time
delivery

No. 1 performer in the 2016 World Bank's Logistics
Performance Index (LPI), up from rank 4 in 2012.
Overall ranked 4th in the World Economic Forum (WEF)
Global Competitiveness Report 2015-2016 and 8th for
quality of infrastructure, boasting first-rate facilities
across all modes of transport.

Highly Skilled Workforce

Highly motivated, qualified, conscientious workforce;
skilled talent pool

Lowest labour cost growth within EU in the past ten
years

High labour productivity

Sound legal and social environment with predictable
and reliable political institutions

Professionally regulated judiciary and civil service
institutions. Secure contractual agreements and
property strictly protected

Free and open markets

No restrictions or barriers to currency transfers or capital
transactions, real estate purchases, repatriation of
profits, or access to foreign exchanges

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

The UNCTAD World Investment Report 2016 ranks
Germany as the 4th of most promising investor home
economy for FDI in 2016—-2018 and 5th for top
prospective host economies for 2016—-2018

The WEF Global Competitiveness Report 2015-2016
acknowledges Germany’s competitiveness strengths,
which include highly sophisticated businesses (3rd) and
an innovation ecosystem that is conducive to high levels
of R&D innovation (6th).

Attractive Business Climate

High Standard of Living M

Modern, tolerant, cosmopolitan society
Superior health and education provision
Wide range of sports and recreation facilities
Vibrant cultural environment

KPMG
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2012 — 2016

(1/5)

RIEECLD108HI1-0%BZ 2D RMYTOELX:

BXxiEE G : EXatt248g) RAViEEE
Hiz T Metabo AG e ZaTATY
NFYIZW) NVRTTR—=IVT 4> Bayer AG-Diabetes Care (EREIRHES - B EEm LIN=9—t>
oN— Terex Corporation RS DSAIWAINA n S
HBAEZE T3 Hay Holding GmbH SEIEST N—bK-V=RIL2)\A Lr
ey 9% Mobotix AG tFIUT1-LEIRATA 534934
BHARRA Y MR=)LT1>9 R Bollig & Kemper GmbH & Co. KG 16F i
1) Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
16
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I. Economic Update | 2. Acquisitions in Germany

Japanese Acquisitionst” Exceeding 10 Milion Ero in Germany: 2012 - 2016 (1/5)

Japanese Group German Company Industry
Hitachi Koki Co. Ltd. Metabo AG Machinery Nuertingen
Panasonic Healthcare Holdings Bayer AG-Diabetes Care Healthcz;rjplrz)(lqig;pment & Leverkusen
Yanmar Co. Ltd Terex Corporation Construction Crailsheim 2016
Musashi Seimitsu Industry Co. Ltd. Hay Holding GmbH Automobile & Components Bad Sobernheim
Konica Minolta, Inc. Mobotix AG Security & Safety Systems Langmeil
Nippon Paint Holdings Co., Ltd. Bollig & Kemper GmbH & Co. KG Chemicals Cologne

@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)

m 17
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| EFRRTYIT—b | 2. RAYICBITBREUNEF

2012 — 2016 (2/5)

B#{EE Cx: ISt 2488)

g T

RIEECLD108HI-0%ZBZ D RMYTOELX:

RESRFIXIIIY1-230X Ceyonig Holding GmbH ITYIRYTT vt RILT
TN Icon Genetics GmbH NAAFTH)0D— J\L
=& TGE Marine AG st - REEE %%
DI —NR=IFT12IR Quandoo GmbH ITH—EX INIIY,
NTTIZ1=5-33>X E-shelter GmbH & Co. KG ITH—EX Ty> RS> 2015
WNE Merz Dental GmbH EEm U154 TSI
DMGZERAFHE DMG Mori Seiki AG TR L—AIRILY
EZKE;;;\;%&EE Sartorius Mechatronics T&H GmbH sHBIFER JO TN
ERTHE BKG-Water =3 =4\ =T1>

1) Announced and Completed

Source: Thomson ONE Deals, August 2014; August 2015

KPMG
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I. Economic Update | 2. Acquisitions in Germany

Japanese Acquisitions” Exceeding 10 Million ELro in Germany: 2012 - 2016 (2/b)

Japanese Group German Company Industry
KYOCERA Document Solutions Inc. Ceyonig Holding GmbH IT Software Duesseldorf
Denki Kagaku Kogyo KK Icon Genetics GmbH Biotechnology Halle / Saale
Mitsui Engineering & Shipbuilding Co. Ltd. TGE Marine AG Engineering Bonn
RGIP LLC Quandoo GmbH IT services Berlin
NTT Communications Corporation E-shelter GmbH & Co. KG IT sevices Eschborn 2015
Shofu Inc. Merz Dental GmbH Pharmaceuticals Litjenburg
DMG Mori Seiki Company Limited DMG Mori Seiki AG Engineering Leonberg
Investor Group (pevelopment Bank of Sartorius Mechatronics T&H GmbH Electronics Hamburg
Japan Inc; Minebea Co., Ltd.)
Kurita Water Industries Ltd. BKG-Water Chemicals Ludwigshafen

@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)

repe 1
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| 2. RAYICHIF BEINE

2012 — 2016 (3/5)

B#RiE (X : kXt z4g) g T

EE Aegis Media dZ1=45-33> J4—2N\-F>
=ZEL/3> Wethje GmbH RGBS AIH=ZRILY
=71 KTW Investment SEJES JrAt> I
EMED Scholz AG D19 JAI LA
A/ Zippel GmbH & Co. KG BB JAN59T)>)
FEBEEE Fisia Babcock Environment GmbH 3=y 0 NSy ) ) o —=Z)\w)\
LIXIL Grohe AG KigEERIS - BR5E FavEILRILD

1) Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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I. Economic Update | 2. Acquisitions in Germany

Japanese Acquisitionst Exceeding 10 Milion Euro iIn Germany: 2012 - 2016 (3/0)

Japanese Group German Company Industry
Dentsu Aegis Media Communications Wiesbaden
Mitsubishi Rayon Wethje GmbH Construction & Production Hengersberg
Nifco KTW Investment Automobile WeilRenburg
Toyota Tsusho Scholz AG Recycling Services Worms
Sugino Machine Zippel GmbH & Co. KG Machinery Neutraubling 2014
Nippon Steel & SUMIKIN Engineering Fisia Babcock Environment GmbH Bwldmg/C_onstructlon & Gummersbach
Engineering
LIXIL Grohe AG Building/Construction & Disseldorf
Engineering

@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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| EFRRTYIT—b

RIEZFE(CLD1I08H1—

| 2. RAYICHIF BEINE

2012 — 2016 (4/5)

ZEBZBDRMYTOEYR:

BREE CF: EXNEtt1eAbg) RV
S ZAYIZ Partec GmbH fEEREIRMER - FER R S1VRE—
S ARV R Inostics GmbH fEFREIEMEES - BB m INA—aFvh
=RTE Geiger Automotive GmbH SEJES] LILFD
NTT GOG GmbH & Co. KG TIHYINT1 - H—EX E-LJTILR
=ZEHEE TenneT Holding BV-Offshore Ix)F— 404 b
. AT T T T
2013
FRIBT Anvis Group AG SEJES 25wt
ST Cerobear GmbH TERG-H-EX NWYA—5>5—k
=HZF Heraeus Dental EE \—=FD
— =T KH-Automation Projects GmbH FEEA-—I—33> WA TVYvY
S TE Kienle + Spiess GmbH TEHG-Y-EX Yot )\ A L
| KTS GmbH & Co.KG SEJES H=ILZARII =19k
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
kbt 22
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I. Economic Update | 2. Acquisitions in Germany

Japanese Acquisitions!” Exceeding 10 Milion ELro in Germany: 2012 - 2016 (4/5)

Japanese Group

German Company

Industry

Healthcare Equipment &

Sysmex Corp Partec GmbH ; Munster
Supplies
Sysmex Corp Inostics GmbH Healthcare Equment & Norderstedt
Supplies
Sanoh Industrial Co Ltd Geiger Automotive GmbH Automotive Murnau
NTT GOG GmbH & Co. KG IT Consulting & Services Bielefeld
Mitsubishi Corp TenneT Holding BV-Offshore Energy Bayreuth
Tokai Rubber Industries Anvis Group AG Automotive Steinau an der 2013
Strasse
Minebea Co Ltd Cerobear GmbH Industrial products and services Herzogenrath
Mitsui Chemicals, Inc Heraeus Dental Medical Hanau
Mitsubishi Electric Corporation KH-Automation Projects GmbH Industrial automation Fuldabruck

Sumitomo Corporation

Kienle + Spiess GmbH

Industrial products and services

Sachsenheim

Nifco Inc.

KTS GmbH & Co.KG

Automotive

Karlsdorf-Neuthard

@ Announced and Completed

Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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RIEZFE(CLD1I08H1—

2012 — 2016 (5/5)

ZEBZBDRMYTOEYR:

BX:E% CF : HKkXet1zAER) RAYiEE
Y1— ADA - Das SystemHaus GmbH E1—-4-YIrI17 J1Uvk
HI IHI Charging Systems International GmbH TERD. 92 JATIARIVIT
(49% )
V= HEINIATTFAHR Instrument Systemén?bplf;sche Messtechnik P Hsse S1UAY
JBAEF Interpane Glas Industrie AG E5% S9I>JTIVT
RUTSZFWIR LCP Leuna Carboxylation Plant GmbH {EF 8 5m - ER o4+ g
—Jo MGlas AG EE Z1>F—>a49vh
i) SDI-Molan GmbH & Co. KG SEJES D e AW
—EBE TenneT B.V. (BorWinl and BorWin2) (49% ) IRILF— 104~
=& UniCon Software GmbH E1-45-YIrI1T H=ILZAIL—T
HEAERTE Nycomed Germany Holding GmbH R dRFDY
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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Japanese Acquisitions” Exceeding 10 Milion ELro in Germany: 2012 - 2016 (5/b)

Japanese Group

German Company

Industry

Ricoh Company, Ltd. ADA - Das SystemHaus GmbH Computer software Willich
IHI Corporation IHI Charging Systzr:;i A)I r;ternanonal GmbH Industrial products and services Heidelberg
Konica Minolta Optics, Inc. Instrument Systemén(q)bpﬁsche Messtechnik Electronics Munich
Asahi Glass Company Limited Interpane Glas Industrie AG Construction Lauenforde
Polyplastics Co., Ltd. LCP Leuna Carboxylation Plant GmbH Chemicals and materials Leuna 2012
Nipro Corporation MGlas AG Medical Muennerstadt
Takata Corp SDI-Molan GmbH & Co. KG Automotive Schoenebeck
Mitsubishi Corporation TenneT B.V. (BorWinl and BorWin2) (49% ) Energy Bayreuth
Fujitsu Limited UniCon Software GmbH Computer software Karlsruhe
Takeda Nycomed Germany Holding GmbH Pharmacuetical Konstanz

@ Announced and Completed

Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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HEXRPEICLDI0B A 1-

2012 — 2016 (1/4)

RERER

RAYiESE

ZHBZADRMYTOEYR:

Hainan Shuangcheng Pharm Co Lyomark Pharma GmbH B A==\ n.a.
Guangzhou CANUDILO Fashion Dirk Bikkembergs KRS FavILRILT n.a.
Jiangsu Hengli Highpressure HAWE InLine Hydraulik GmbH s NIM
Shenyang BIIEuquiSpllrll]zrnltngg.stLrtlg.l Automation Duerr Ecoclean GmbH T IXUDTY
IDG Capital Partners Ledvance GmbH S Ae>d
Luye Pharma Group Ltd. Acino AG R =—2JU\
Dalian Energas Investment Co. Ltd. RMG Messtechnik GmbH T3 P ZACA
China Three Gorges Corporation WindMW GmbH IxE— JLR-N\-J1>
Anhui Zhongding Sealing Parts Co. Ltd. AMK Holding GmbH & Co. KG BEiENUBEIEEm IV \A LI — T
Fujian Grand Chip Investment Fund LP Aixtron SE ESELIN NIVWA=S 25—k
Midea Group Co., Ltd. KUKA AG BEENVBEESR 799ZXTINY 2016
Guangzhou Pearl River Piano Group Co. Ltd. Wihelm Schimmel Pianofortefabrik GmbH HHIEFELE 739221944
Shimge Pump Industry Group Co., Ltd. WITA Wilhelm Taake GmbH I1—-74U71 N=h-I-2N\DE>
Shangdong Kingergz Eli:%logical Engineering COMPO GmbH & Co. KG J=—b-d I1VAH—-
Shanghai Electric Group Company Limited Manz AG e o4 NS>
Chengdu Techcent Environment Co. Ltd. Bilfinger Water Technologies GmbH i'@%if:-f T7=IRIGT>
Tianjin Keyvia Electric Co. Ltd Rail Power Systems GmbH BB AN
China National Chemical Corporation KraussMaffei Technologies GmbH B IaINY

@ Announced and Completed

Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)

KPMG

Document Classification: KPMG Public

26



I. Economic Update | 2. Acquisitions in Germany

Chinese Acquisitions!” Exceeding 10 Millon Euro in Germany: 2012 - 2016 (1/4)

Chinese Group

German Company

Industry

Hainan Shuangcheng Pharm Co Lyomark Pharma GmbH Pharmaceuticals Oberhaching n.a.
Guangzhou CANUDILO Fashion Dirk Bikkembergs Apparel Retailing Dusseldorf n.a.
Jiangsu Hengli Highpressure HAWE InLine Hydraulik GmbH Machinery Berlin
Shenyang Blue _Silver Industrial Automation Duerr Ecoclean GmbH Industrials Esslingen
Equipment Co. Ltd.
IDG Capital Partners Ledvance GmbH Industrials Garching
Luye Pharma Group Ltd. Acino AG Pharmaceuticals Miesbach
Dalian Energas Investment Co. Ltd. RMG Messtechnik GmbH Industrials Butzbach
China Three Gorges Corporation WindMW GmbH Energy Bremerhaven
Anhui Zhongding Sealing Parts Co. Ltd. AMK Holding GmbH & Co. KG Automobile & Components Kirchheim unter Teck
Fujian Grand Chip Investment Fund LP Aixtron SE Semiconductors Herzogenrath
Midea Group Co., Ltd. KUKA AG Automobile & Components Augsburg 2016

Guangzhou Pearl River Piano Group Co. Ltd.

Wihelm Schimmel Pianofortefabrik GmbH

Consumer & Leisure

Braunschweig

Shimge Pump Industry Group Co., Ltd.

WITA Wilhelm Taake GmbH

Utilities

Bad Oeynhausen

Shangdong Kingenta Ecological

Engineering Co., Ltd., COMPO GmbH & Co. KG Agrochemicals Muenster

Shanghai Electric Group Company Limited Manz AG Machinery Reutlingen

Chengdu Techcent Environment Co. Ltd. Bilfinger Water Technologies GmbH Manufacturing Aarbergen
Tianjin Keyvia Electric Co. Ltd Rail Power Systems GmbH Electronics Munich
China National Chemical Corporation KraussMaffei Technologies GmbH Machinery Munich

@ Announced and Completed

Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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HEXRPEICLDI0B A 1-

ZHBZADRMYTOEYR:

2012 — 2016 (2/4)

RERER

RAYiESE

Xiamen Comfort Science & Technology . .
Group Co., Ltd. Medisana AG 2 /12
China Fire Safety Entrp Grp Albert Ziegler GmbH T2 T2
Anhui Zhongding Sealing Parts Co. Ltd. Wegu Holding GmbH BEENUBEEESR hyt)l PANES
Ningbo Joyson Electronic Corp Quin GmbH BHENVEEELR )| A A
Hanwha SolarOne Co Ltd. Hanwha Q CELLS Invest Co Ltd. ESSELVN tw’;"—j;}llg\ =77l
SF Suntech Deutschland GmbH S.A.G Solarstrom AG s IATILRIV
Masterwork Machinery Co Ltd. Heidelberger Packaging SEJES IO
Anhui Zhongding Sealing Parts Co., Ltd. KACO GmbH + Co KG TERR-H-EX 7V NSIIN=2)\{ s
Nanyang Guoyu Seal Development Co., Ltd. Wilbert Turmkrane GmbH THEER M 404k
Goodbaby International Holdings Limited CYBEX GmbH TERHG-H-EX T2
China International Marine Containers . o
(Group) Ltd. Albert Ziegler GmbH & KG SEJE: HIA A
Zhuzhou Times New Material (TMT), subs. of N . RN
China Southern Railway (CSR) ZF Boge JR1=7-23> TIARITNY
Matsunichi Gigaset THEERMm A))
Fosun Tom Tailor ERY—-EX 73297V
Fosun BHF Bank ZELEZE NIWIN\AT IV
AVIC Hilite PR E NS E%N %)
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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I. Economic Update | 2. Acquisitions in Germany

Chinese Acquisitions!” Exceeding 10 Millon Euro in Germany: 2012 - 2016 (2/4)

Chinese Group

German Company

Industry

Xiamen Comfort Science & Technology

Group Co., Ltd. Medisana AG Health Care Neuss
China Fire Safety Entrp Grp Albert Ziegler GmbH Industrials Giengen
Anhui Zhongding Sealing Parts Co. Ltd. Wegu Holding GmbH Automobile & Components Kassel gL
Ningbo Joyson Electronic Corp Quin GmbH Automobile & Components Rutesheim
Hanwha SolarOne Co Ltd. Hanwha Q CELLS Invest Co Ltd. Semiconductors Bitterfeld-Wolfen
SF Suntech Deutschland GmbH S.A.G Solarstrom AG Energy Freiburg
Masterwork Machinery Co Ltd. Heidelberger Packaging Machinery Heidelberg
Anhui Zhongding Sealing Parts Co., Ltd. KACO GmbH + Co KG Automobile Heilbronn
Nanyang Guoyu Sffdl Development Co., Wilbert Turmkrane GmbH Industrial products and services Waldlaubersheim
Goodbaby International Holdings Limited CYBEX GmbH Consumer goods Bayreuth
China International Marine Containers Albert Ziegler GmbH & KG Industrial products and services Giengen
(Group) Ltd. 2014
Zhuzhou Times New Material (TMT), subs. :
of China Southern Railway (CSR) ZF Boge Automobile Damme
Matsunichi Gigaset Communication Duisburg
Fosun Tom Tailor Consumer goods Hamburg
Fosun BHF Bank Financial services Frankfurt
AVIC Hilite Diversified industries Marktheidenfeld
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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ZHBZADRMYTOEYR:

2012 — 2016 (3/4)

FERPLE K1AE
AVIC Koki SEJES] I35
Bengbu Design & Research AVANCIS GmbH REBIRIF— NLAD
PCC China TLT Turbo GmbH SEIES] YA TV1yT > 2014
Joyson Holding Co Ltd IMA Automation Amberg GmbH TG -Y-EX 7N\
Shandong Heavy Industry Group KION Group AG TERRE-Y-EX J4=ZAN=F>
Zoomlion M-tec EX54 JAIEIID
AVIC Thielert FRATHERESE I35
Impro Buderus group ZA{LEZE [1:38%
Shangdong Heavy Ind Grp Co Ltd Linde Hydraulics THERm-Y-—EX TN I
Sinoma International Engineering Co Ltd Hazemag & Epr GmbH TERM-Y-EX d-RJ1)L R 2013
KSL Keilmann Sondermaschinenbau GmbH, T o=~ A
SGSB Group Co. Ltd. KSE GmbH, KSA GmbH & Co. KG TEHRR-Y-EX o275
Leuchtturm Beteiligungs und Holding
Pacific Andes International Holdings Germany AG (TST The Seafood Traders B a—-xJIWYJ
GmbH )
Ningbo Huaxiang Electronic Co Ltd HIB-Trim Part Solutions Bruchsal GmbH & SEIES] TIWITHI
CO. KG 2012
New Century Tourism Group Golden Tulip Hotel Lov— I35k
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
30

KPMG

Document Classification: KPMG Public



I. Economic Update | 2. Acquisitions in Germany

Chinese Acquisitions!” Exceeding 10 Milion Euro In Germany: 2012 - 2016 (3/4)

Chinese Group

German Company

Industry

AVIC Koki Automobile Different locations
Bengbu Design & Research AVANCIS GmbH Alternative Energy Torgau
PCC China TLT Turbo GmbH Automobile Zweibruecken
Joyson Holding Co Ltd IMA Automation Amberg GmbH Industrial products and services Amberg
Shandong Heavy Industry Group KION Group AG Industrial products and services Wiesbhaden
Zoomlion M-tec Buildung & Construction Neuenburg
AVIC Thielert Aviation Different locations
Impro Buderus group Diversified industries Different locations
Shangdong Heavy Ind Grp Co Ltd Linde Hydraulics Industrial products and services Aschaffenburg
Sinoma International Engineering Co Ltd Hazemag & Epr GmbH Industrial products and services Coesfeld

SGSB Group Co. Ltd.

KSL Keilmann Sondermaschinenbau GmbH,
KSE GmbH, KSA GmbH & Co. KG

Industrial products and services

Lorsch, Altenburg

Leuchtturm Beteiligungs und Holding

Pacific Andes International Holdings Germany AG (TST The Seafood Traders Consumer: Foods Lueneburg
GmbH)
Ningbo Huaxiang Electronic Co Ltd HIB-Trim Part SolggonKsGBruchsal GmbH & Automotive Bruchsal
New Century Tourism Group Golden Tulip Hotel Leisure Frankfurt

@ Announced and Completed

Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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ZHBZADRMYTOEYR:

2012 — 2016 (4/4)

RERER

RAYiESE

SGSB Group Co., Ltd.

PFAFF Industriesysteme und Maschinen AG

TERm-Y-EX

AT -259F7I>

Oerlikon Textile Components GmbH Oerlikon

7= =)W\

i i B C—L>AJLH
The Jiangsu Jinsheng Group Schiafhorst BHEhE, T#EMm A\ l//}/\\\{);/\] J1)l
Wuhan Iron and Steel Company Ltd. ThyssenKrupp Tailored Blanks GmbH SEHES FIA 2T
Shandong Heavy Industry Group KION Group GmbH THERR-Y-EX J4—=2ZN=F>
Weichai Powerlsrgg(::]c:)ng Heavy Industry Linde Hydraulics T .52 73y IS T
China Youngman AI:LtJ;c-)moblle Group Co., Viseon Bus GmbH SEE EIL 25
, . A. Monforts Textilmaschinen GmbH & Co. R N
Fong's Industries Company Ltd. KG TERE-Y—EX S EOAIBVIVAVIAW 0012
Liaoyuan Joyson Electronic Corp. Preh GmbH ETFHEEe IN=R- /42359
Sany Heavy Industry Co Ltd; CITIC Private . . O L _
Equity Funds Management Co Ltd Putzmeister Holding GmbH THERER-Y-EX 71e5-)b
LDK Solar Co. Ltd Sunways AG IRIF— myy ey
Zhejiang Sanhua Group Aweco Group BEFHER J1FIE
Hanergy Holdings Group Q-Cells/Solibro IxRIF— E5-JTVR-TANTT>
Xuzhou Construction Machinery Group Schwing GmbH TERM-Y-EX N2
North Lingyun Ingl:shrg;tl Group/Norinco Kiekert AG EEhE JAUSHESIER
Saunaking Saunalux GmbH e JLRI)I\A>
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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Chinese Acquisitions!” Exceeding 10 Millon Euro in Germany: 2012 - 2016 (4/4)

Chinese Group

German Company

Industry

SGSB Group Co., Ltd.

PFAFF Industriesysteme und Maschinen AG

Industrial products and services

Kaiserslautern

The Jiangsu Jinsheng Group

Oerlikon Textile Components GmbH Oerlikon
Schlafhorst

Automotive, Industrial products

Arbon, Ubach-
Palenberg, Fellbach

Wuhan Iron and Steel Company Ltd. ThyssenKrupp Tailored Blanks GmbH Automotive Duisburg
Shandong Heavy Industry Group KION Group GmbH Industrial products and services Wiesbaden
Weichai Powerlsrgrr;%c:)ng Heavy Industry Linde Hydraulics Industrial products and services Aschaffenburg
China Youngman '?_l:;omOb"e Group Co., Viseon Bus GmbH Automotive Pilsting

Fong's Industries Company Ltd.

A. Monforts Textilmaschinen GmbH & Co.

Industrial products and services

Moénchengladbach

KG
2012
Liaoyuan Joyson Electronic Corp. Preh GmbH Electronics Bad Nestgzdt a. d.
Sany Heavy Industry Co Ltd; CITIC Private . . . . .
Equity Funds Management Co Ltd Putzmeister Holding GmbH Industrial products and services Aichtal
LDK Solar Co. Ltd Sunways AG Energy Konstanz
Zhejiang Sanhua Group Aweco Group Electronics Neukirch
Hanergy Holdings Group Q-Cells/Solibro Energy Bitterfeld-Wolfen
Xuzhou Construction Machinery Group Schwing GmbH Industrial products and services Herne
North Lingyun Industrial Group/Norinco Kiekert AG Automotive Heiligenhaus
Group
Saunaking Saunalux GmbH Construction Grebenhain
@ Announced and Completed
Source: Thomson ONE Deals, August 2014; August 2015, November 2015, August 2016 Merger Markets (November 2015, August 2016)
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I. Economic Update | 3. The Brexit

g

— Brexitt WSS EE(L, UK (Britain) HNEUNSEERR TS (Exit) EWSEIRDIE
SETH.

— ER®ZE (REEOHFmOEREENSINEEE) H6H 23R (CEHEIN.
UKD EUICER BN BRI W2 RTE T B LT,

— ZOFER. FKREBIRA8%IT U TR RN 520D EXIEB U, IRER(L71.8%
T. 3,0008 A FOEEMYZEZ 1100,

— 6A23HNEEREZENFERZ (T, UKEEUDRBIDIS RN RBEMRIECEET 2
ZHNERITONS. CNIIVARSZHNCEDIBDTH S,

— NIZT. EULOE=FEEORIDREC DV THUKICEEITIEDIFESNERD, UK
EENSOEEOE TEREISINEERS,

— RIEOEUENFTHIDREINOCETADISHPEULKEORIDTTIPOISHCRSNS
£3CCOTOCRCIFEEND B ENFIEEN D,

UKPREDEUIESA D EHENADRE

— EHRBIC. UKIZEUIENOS D FRINRIE S 258 I 2R DD HLS
D1DTHD. BEFENCEILTIE. 2003FELIRUKADEUBI O=(CLDY
J—>T4— ) RIS B(IEEARIITRHO TS,

— FESATOSIIMNLTOIY->T4— )L RIEE($785(C R U, ORI D
UKRIDOIEEUSY—>T4—ILRTOS 1 bD10% L _E% 58HTNS,

— CNICHUT. RAYDEIEIDTH6.8%LBRD TS,

— Brexiti&(C(d. CORENMBOEUFERECREENTHILICLOT. ZORRNEDNSD
ZENTFIREND,

UKFRIEDEUIBADEHADZE (RE)

— REOUKNMEF O TVBFImIFBLABB[ENDNAFIZRCELU TLFSTEB D,

— UKEMBOEUGEREEDREIDECS - FIR - SV ARHI I BIRRILIERS
ZENFEREN S, NE EUFRHEEOES - FIR-047UT /(BT 3IR
R EFEESERVET BZEUVIEDNBERASNARBH TH D,

— ERY-ERIX S OENMAFIROEBER (CRBEIEEMENHS. NI, 55
BEOBBRBENEIRENBIEICI O TIRMNEZELEEE S 2 TOTRICH
FHENMOEEIXMFELETBEIEEMEN DD THD.

RAY : EERERERICEOTHIRERNT

— EUBERE VS ERISZEDFBRCEZ R VIBBAORZE (SR ENEEZBN S,
CNF. BEROBPTOESRAT I BEREFHEXF ICHRL TVBREHTHS.

— BHREPEORAMINOEEDOREL(F150FEU F(CDFS.
— BHXR{PEGHW - BFE-ILYMIZIAOD B CHHEAH 25TV,

— INBODEF(F2008FELIRBARTPECLBZRAYADTY->T4— L REED
40% A EZEHTNS,

— RAYDHIIREYCEBRMN A TREDIBFRICAIBL TWBIENS, EENST TS
V7 — - BENDTITAEEBICEIREL1EOTLD,

— 3BT, MYBBDEHEIZOTVS DI BARBEDTNLEEREEO TS,

— WXL BREZEERAYTIFEBLVS TS/ v7— - TAFTHEES - iU S5 B EZ
ROFBIEn'TES,
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. Economic Update | 3. The Brexit

UVB 'VIEW

What does Brexit mean?

— The word Brexit has become used as a shorthand way of saying the UK
leaving the EU by merging the words Britain and exit.

— Arreferendum — a vote in which everyone of voting age can take part —
was held on Thursday 23 June, to decide whether the UK should leave
or remain in the European Union.

— Leave win by 52% to 48%. The referendum turnout was 71,8% with
more than 30 million people voting.

— Following the UK’s Leave vote on June 23, negotiations about the future
relationship between the UK and the EU could last for up to two years,
according to the Lisbon treaty.

— Additionally, any treaties between the EU and third countries will lose
their validity for the United Kingdom and will need to be renegotiated
between the UK and those countries.

— This process will take several years, as has been the case with current
negotiations between the EU and Canada regarding CETA and the USA
regarding TTIP.

The impact on non-EU companies in UK

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

— The 785 greenfield investments registered as headquarter projects account for
more than 10% of all non-EU greenfield projects in the UK during this period.

— In comparison: Germany reports a fraction of only 6.8%.

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

The impact on non-EU companies in UK (cont‘d)

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

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

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

Germany: a new hub for Japanese companies in Europe

— The surprise UK vote to leave the EU is set to have limited impact on the
German economy as business expectations among entrepreneurs remained
strong.

— Japanese corporates have been investing in Germany for more than 150 years.

— 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.

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

— Moreover, the strength of the German economy lies in the same industries.

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

KPMG
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| 4. BRMIZE RSt

B

B REHOES

SE(LEERIIBRAEBDIRINBEEEL TETULVD,

BEHERBOBLEIBWNEIUTHE, BLE30%IE/ UL HEREEHIEE TS, D
P IVARVRER (155, PIHZZAI> NER5> TUNIT, F4A421UF7) HB3RT
HD. WTNEHFEEL(HEEZZ (I TV THD.
JULA>HEREENSOBEEE DA H (L. BEE(IHEEEZ(FBLIIA T (CEWN
e, EXRE#REDRTEORMZEET . RENRIESNBCLCRD., ULIEHHDT. anb
OHUFENSOBEITHR 4 (SRDLTETVS,

RAYIL, BEEEENSTBE. FUNTERBAROHZEHHERO TS,
RAYTOEERRFEF, D REBIRFETI20R AFET D,

2016FE(CHVTH. 4B FTTI2RA NEBIZBE#EN RIVICBIBLREEDN TV,
B E D RA VISR AU TVWAZECINZ., #REVTREINEAL(F. 8
BAREEEN TRIENZET D, L. COERIEFEINZ T EEEN B S,
RAYOEESZ At Y- (L. SFBEEHEZBI TVIIRETH S,

IR #EMEATVIEETY NCRIREZM I CLERE# TH DI, ML B/(EFE
BRUIGEELTWVS,

B RAYDERTIIRAYEN R RV B EOFLELZEDZACEFHZL TV,
RAYFLEBDFABECLDE. 51%0 R Y A (FBEEEZOSBRMENMCHUT, AT
ZIBNTWBEVSFER(CER- TS,

HMEREHN R VERICERREICONT

s JAM:

B 2017EEETIC, RAYIES00E1-DiA<EEBT 3] RE 4N 5.

» RAYTOREEE1EHIENDERIZAME, 6,8001—-0 (F1-U>F>
) ~13,0001—0 (AvEH) ERBESNTVWS (FRE. BS.
£EER EEE. BIRER) .

» HEHS PRIANSREUTE. FCEWVEROBEH#ENMTEER
DAFBTENTERISCBNE. RAYOHEI AT AILEFTIADE L% K%
FIEHSNTND,

n BIISEEPISRICLDE. BEEREORD. RAVICZEEOHR BN FREETS
M FIERBENREITDZEFEVNEIA ML TV,

» EEBGDPREZR(I20165FE(C1.7%. 2017F(C1.4%ELRBIAFN TS,

EUDEE]

r BRINEZESR (Sv>=70-R-1>%4)1) (d. 120,000&0:ENN0OE KR
BEZEUSNNEEE (285E) TR ANZEZIREL TV,

w I OEHEE, BEHEOZ AT L T1Z2HIZN60001—0, BEE
DOAECFUT1&HN500 1 - 0D E X HE (CITIBD TH S,

n BFIOR-32RP)\OH)-DOISRERGERE L. KFRERZ AN, £hZ%<
DBEERFRN(CFPADFRZNHBEL T, COHMEEIHARICISM
LRVWEZZRALTWS,

R B DN E B B8 R T L 3 NI B A TR B0 R THS. ULV EIBCE3E 4 TN TR EOBVAR CEE
'

LTHED, EFEORIETFRIEICETUA, =UNEL T, BRI TETWVS

Source: The Economist, BloombergBusiness, DW, Bruegel, The Wall Street Journal, RWI, Federal Office for Migration and Refugees (BAMF), Frankfurter Allgemeine Zeitung (FAZ), DIW Berlin
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. Economic Update | 4. The European Refugees Crisis

UVB 'VIEW

Background Information How the refugees crisis affects the German economy

A record number of people seek refuge in Europe this year — Costs:

— Nearly 35% of all refugees come from Syria, roughly 30% from the southern - Until 2017 Germany may need to spent an amount of nearly 50 bn EUR
Balkan states, and another asylum seekers come from Africa and the Middle - Estimated costs per refugee per year in Germany lie between 6,800
East (Irag, Afghanistan, Pakistan, Eritrea and Nigeria), where they face war or EUR (Turingia) and 13,000 EUR (Hesse), covering accommodation,
persecution ) n;)eals, p(lch:elt mongdy, h(eja:lth C(t)sts and adml.nlstratlve g);lr)etrrl]ses.

L — apor market: In a mid and iong term perspective especia e younger

o The \_/ast maj(_)rlty of refugees frpm the southern Balkan states do not meet the refugees could positively affectgthe Geprmaf)] social sypstems),lif theyy WilfJ be
criteria for peln_g grar_1ted and will bg send home, as the people do _not face war integrated into the German labor market
or persecution in their home countries. Therefore the number of migrants from — Tax experts say that despite the high expenditures for refugee aid,
these states decrease steadily. Germany does not have to incur new debts

— Germany is the preferred destination for refugees in Europe — The real GDP is expected to grow by 1.7% in 2016 and 1.4% in 2017

— At least 1,200,000 asylum seekers are currently in Germany

— More than 120,000 people are believed to have arrived in 2016 in Germany The role of the European Union m
until April 5

— New refugees keep pouring into Germany and those granted asylum have the — Proposal of the European Commission (Jean-Claude Juncker): 120,000
right to bring their families later but this law might change additional asylum seekers should be distributed across the 28-EU
— Processing centers in Germany have exceeded their capacities members

— Juncker’s plan says: countries receive 6,000EUR for every refugee they
take; and the country where the refugees enters the EU will receive 500€
per refugee

— Especially Eastern European countries like Hungary have expressed

— Local authorities are now struggling to find housing for refugees, because
temporary tent cities will not be appropriate during winter
— Especially the schools in Germany are struggling to integrate the refugee

Childrer_1, as most of them do not Speak_ Germz_zlr? their reservations regarding the quota system, they fear that by taking in
— According to a survey by German public television, 51% Germans say that a certain number of refugees, even more people will be encouraged to
they fear the refugee influx come to Europe

* Difficult to assess the long-term impact of the refugees crisis on the German and other European economies. Angela Merkel (German Chancellor)
¢ ~We're experiencing something we’ve never experienced before — that conflicts that appear to be far away suddenly are here on our doorstep®

Source: The Economist, BloombergBusiness, DW, Bruegel, The Wall Street Journal, RWI, Federal Office for Migration and Refugees (BAMF), Frankfurter Allgemeine Zeitung (FAZ), DIW Berlin
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I. Economic Update | 5. The Ukrainian Crisis and EU Sanctions on Russia

Most severely Alfected Areas

Hiring and
Investment

o a0

Finance

Consumer
Confidence

The key impact on German growth will come via the trade channel.
Some 2.6% of German exports go to Russia, but 10% of German firms
export to Russia overall. The main exports are machinery and vehicles.
German firms are strong in the specialized equipment for the oil and
defense industries. These got specifically targeted by EU sanctions in
July, which were tightened in September. There are reports in the
German media about problems with definitions of "dual use" technology
that could potentially be used for military purposes, which is leading to
delays in the delivery of orders. Moreover, many firms are already
noting significant falls in sales in Russia and Ukraine.

Domestic hiring and investment will also suffer.

Around 6,000 German firms have a presence in Russia, and therefore
the impact of the renewed economic downturn in Russia, and general
uncertainty, is likely to feed through to hiring and investment plans back
in Germany.

The finance channel will also be a key pass-through. European
investors are now prohibited from dealing certain Russian financial
instruments. Access to EU capital markets by major Russian state-
owned oil and defense companies has also been restricted.
According to Bank of International Settlements (BIS) data, in the first
guarter of 2014 German lenders had US$17.4bn of claims on the
Russian banking sector, equivalent to over 0.5% of GDP.

The dominance of the external sector, with manufacturing accounting
for a much larger section of the economy and employment than in most
other Western countries, means that consumer confidence is also
affected.

Document Classification: KPMG Public

Impact on the German
economy are already being felt

— Especially the engineering, electrical
and automotive industry are affected
by the sanctions against Russia. In
2014 exports of machinery to Russia
decreased by 17%.

— The EU sanctions against Russia
were extended until the end of
January 2016.

— At present, growth forecasts for
Europe's more open economies
reflect expectations of a bounce-
back in regional trade volumes once
the sanctions are lifted.
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I. Economic Update | 5. The Ukrainian Crisis and EU Sanctions on Russia

-UDependency onrussian Gas

EU members as a whole meet almost one-quarter of their gas needs through imports from Russia, with significant divergences
among member states. Ukraine remains important as a transit country: around half of the Russian gas destined for the EU passes
through Ukraine. Given the EU's ongoing dependence on Russian natural gas, the bloc's sanctions package explicitly excluded
measures aimed at the Russian gas industry.

In the short term disruptions in natural gas supply from Russia via Ukraine are not a major Natural Gas Imports from Russia
risk (% of total)

— Europe now has more alternative sources such as Norway and Algeria as well as new

deals for liquefied natural gas (LNG) from Qatar, for example. Belgium

— Despite the Ukraine crisis, wholesale gas prices are almost 11.5% down since the Neth(:'g;gz

beginning of 2015, driven by l_JnusuaIIy high storage _inventories and low demand Luxembourg

because of warm weather. Prices should increase slightly up to the end of 2016. Romania

— Gas storage facilities in the EU are around 90% full, a higher percentage than in the past Italy

two years. Germany

Austria

Poland

Greece

However, beyond the short term there are still major upside risks to European gas prices Hungary

Czech Republic

— Should the Ukraine crisis deteriorate, EU-wide targets (currently in development) on Bulgaria

alternative sources of supply as well as stricter efficiency usage are not expected to fully SI'EC;\:;':Z

compensate for a potential cut in Russian gas imports. Finland

— As aresult, the relationship between the two will remain important. The fact that any Latvia

disruption to supplies would be economically harmful to both sides means that it remains Lithuania

an unlikely scenario. However, energy politics will remain a key area of tension between Slovenia
the EU and Russia over the medium term. couee om0« O 20 40 60 80 100
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[I. Audit and Accounting Update

. Major aifferences between [FRs and German GAAM iz

— Under the German GAAP, Goodwill is amortised over its expected useful life. Under IFRS, Goodwill is not
amortised.

Xl s eI — German GAAP does not contain the classification as available-for-sale securities. Under German GAAP,
available-for-sale available-for-sale securities are classified as either current or non-current in accordance with one-year rule.
securities 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 (IAS 39), the change in fair value on
P4 available-for-sale securities is recognised in other comprehensive income.
Revenue — Long-term construction contracts are accounted for generally using the completed contract method under
recognition for German GAAP. Under IFRS, long-term construction contracts are generally accounted for using the
long-term percentage of completion method.
construction
contracts
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 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.

repe 1
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. Major aifferences between [FRs and German GAAM 20f 3

Deferred taxes

=

Pension
obligations

i

Non-current
provisions

— 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.

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.

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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[I. Audit and Accounting Update

. Major aifferences between [FRs and German GAAM Sz

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

Hedge — Under German GAAP, a hedged item and a hedging instrument could be accounted for as a single

accounting 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. Aloss 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.

— Lease transactions are classified in general based on the guideline of the tax regulations under German
GAAP. Under IFRS, the classification of a lease is based on the risk and economic benefit incidental to

ownership of the leased asset and more focusing on economic substance than its legal form. A lot of lease
transactions classified as operating lease under German GAAP are classified as finance lease under IFRS.

m © 2016 KPMG AG Wirtschaftsprifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss
entity. All rights reserved.
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[I. Audit and Accounting Update

2. EXemplion rules regarding consolidated statutory financial Staements i Germany

i Exemptin
I consolidated
i financial statements
of Japanese parent

Other Subsidiaries

German Subsidiary in other countries

I Exempted
| consolidated

i financial statements
I of German
1 Subsidiary

Further Subsidiaries
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[I. Audit and Accounting Update

2. EXemplion ruies regarding consolidated statutory financial Statements inGermany

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

financial statements, if the following prerequisites are met:

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

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

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

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

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

— The fact that the Japanese authorities do not demand any reconciliation accounts for EU issuers who prepare their financial
statements in accordance with IFRS also indicates that there is equivalence between consolidated financial statements
prepared under the two accounting systems

repe g
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[I. Audit and Accounting Update

2. EXemplion rules regarding consolidated statutory financial Staements i Germany

Further prerequisites (continued from previous slide):

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

- Note that the German company makes use of the exemption rule

repe c
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[I. Audit and Accounting Update

2. EXemplion rules regarding consolidated statutory financial Staements i Germany

The consolidated financial statements in Japan must either include the following information or it is added in the version that is

published in Germany:

— Afair review of the development and performance of the business and of the position of the undertakings included in the
consolidation taken as a whole, together with a description of the principal risks and uncertainties that they face (including
financial and non-financial key performance indicators) and including information relating to environmental and
employee matters; all those informations 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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[I. Audit and Accounting Update

2. EXemplion ruies regarding consolidated statutory financial Statements inGermany

In case the Parent Company is a publicly listed company in Germany the consolidated financial statements in Japan must in

addition either include the following information or it is added in the version that is published in Germany:

— Key features of the internal control and risk management
system in relation to the group’s accounting process if the
parent company is a publicly listed company
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[I. Audit and Accounting Update

2. EXemplion ruies regarding consolidated statutory financial Statements inGermany

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 subsidiaries of a legal entity and thus only to the consolidated financial statements of a
German entity

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

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

— The translation causes additional expenses

— The Group’s management in Japan should consider the impacts from filing its complete group financial statements and the
additional information in the electronic register in Germany in German language (from a competitor’s as well as from a
customer’s perspective)
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[I. Audit and Accounting Update

2. EXemplion rules regarding consolidated statutory financial Staements i Germany

Support offered by KPMG Germany:
1111 i

— 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

m 71
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

Lovermnance g Assurance - Ine German otory

— Reliability and assurance for
investors, clients

— Increased expectations regarding
compliance, ethics, sustainability

— Documentation and effectiveness
requirements

— Increased transparency
— Reduce management liability risks

— Employer attractiveness

7 o a4 08
!ml fe
b L'._la]:’i']T"-jp- ™

Locations:

— Hamburg — Essen

— Bremen — Frankfurt
— Hannover — Stuttgart
— Berlin — Mannheim
— Dusseldorf — Niurnberg
— KoIn — Miunchen

Document Classification: KPMG Public

Service Approach

— Address corporate governance
related client needs

— Provide innovative solutions
(Benchmarking/trends)

— Road to assurance —analyze,
implement, optimize, assure

— Consider fraud and non-compliance
- preventive and detective
measures

— Adjust solution portfolio following
market/client needs

S il
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e
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

| KPMG Global Assurance Services Core (1/3)

Assurance a

Compliance Assurance Internal Audit

— Quick Scans — Support of the Internal Audit function

— Readiness Checks to the audit of the Compliance — Execution of the operational Internal Audit activities
Management — Co-Sourcing

— System (CMS) as per IDW PS 980

— Workshops relating to Compliance

— Outsourcing

— Quality Review

— Audit of Compliance Management System — Setup of a revision department

Sustainability Assurance — Quick Scan, Control optimization and efficiency

— Assistance in: Assurance Readiness — ICS automation and ERP system integration of internal
— Information System Assessments controls

— Corporate Responsibility Reporting Internal Controls Assurance

— Climate Reporting and Integrated Sustainability Reporting — Assurance on internal controls

— Assurance on risk management systems

— Assurance on Shared Service Centres

kPG L
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

| KPMG Global Assurance Services Core (2/3)

Assurance a

Shared Service Centre (SSC) Assurance CERT GmbH

— Inventory of audit elements — Accredited certification and auditing firm of KPMG in
Germany

— Critical assessment of existing activities, GAP-analysis and
best-practice recommendations — Independent from KPMG AG Wirtschaftsprifungsgesellschaft

— Evaluation of the audit readiness of the ICS area in the SSC — The CERT GmbH is able to do Energy Audits, Quality Audits

— Auditing the implementation and appropriateness at a certain or ISO standard certifications

point in time (Type A/Type I) — Furthermore questions related to management systems for

— Auditing the implementation, appropriateness and safety atwork, IT security or emission trading.

effectiveness within a certain period of time (Type B/Type II) Forensic
— Forensic Investigation
— Fraud Risk Management and Remediation
— Corporate Intelligence
— Forensic Due Diligence
— Data Protection

— Incident Response, Cyber Crime Investigation and Digital
Evidence Recovery

— Data Analytics and Litigation Readiness

kHﬂéJ 79
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

| KPMG Global Assurance Services core (3/3)

Risk Management Future & Business Combinations Assurance
— QuantRM - performance-oriented risk management — Positive assurance on calculation accuracy
— RMBasicplus - design, implementation and optimization of ~— Negative assurance on the application of assumptions

risk management systems — Assurance on Closing Accounts

— Credit Risk — end-to-end process optimization of the credit
risk process chain Regulatory & Contractual Assurance

Health A — Certificates in accordance with the German Renewable
ealthcare Assurance Energies Act (EEG)

— Modern financial processes and IT-based control and — Certificates in accordance with the German Cogeneration Act
reporting systems for the healthcare industry (KWKG)

R Transparent company structure (benchmark_ing, marketand __ Certificates in accordance with the German Packaging
environment analysis, 8§21 KHEntgG analysis) Ordinance (VerpackVO)

— Reassurance within the complex German health care system Assurance on regulations regarding the energy sector

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

— Questions related to hospital planning

repe o
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

| KPMG Global ASsurance services New {1/2)

Assurance a

Security Management Digital Assurance
— Readiness Check, Coaching and Assurance services — Advice and Provision of assurance to digital media processes
— Quick Scan of the ICS and programs

— Audit of management systems in order to secure, e.g. travel Social Media Assurance

security or executive and event protection — Digital Sales Assurance
Social Audit — Employer Branding Assurance
— Assurance of implementation of social standards in the Major Project Assurance

company and its supply chain — Internal Audit of infrastructure projects/ construction projects/

— Establishment of an effective and suitable management engineering projects with the aim to preventively identify cost
system for monitoring the compliance overruns/ timeouts and to avoid cost increases and

— Quick Scan exceedance of deadlines

— Coaching Energy Audit

— Based on EU Eff.RiLl. Certification of Energy MS and DIN EN

KPI Assurance
16247 (e.qg. audit of energy flows and balances)

— Determination of KPIs (e.g. EBIT, cash flow, sales, turnover)
— Certifications according to ISAE 3000

— Agreed Upon Procedures

repe 5
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

| KPMG Global ASsurance oervices New {2/¢)

Assurance a

E-Commerce Compensation Assurance
— E-Commerce Risk-Check — focussing on the special — Enhancement of transparency in compensation of
character of E-commerce business supervisory board / management board members due to

— Using the methods of Internal Audit, Internal Controls or regulatory requirements (§ 314 | HGB, DRS 17, DCKG)

Compliance Assurance to identify business risks and perform — Compensation Quick Check
analysis of main processes, e.g. debtor payment allocation or

. : . — Short-Benchmarking
selection of payment service providers

' Payment reports (BilRUG
Supply Chain Assurance y ports (Bi )

. . — Assistance in collecting data
— Compliance Assurance along the whole Supply Chain g

) . — Integration of Risk and Compliance Management Systems
— Compliance Audits for OEMs g P g y

_ o _ — Regulatory Assurance
Supervisory Board Efficiency Audits o
_ o o _ — Transparency of payments to governmental institutions
— Support of the Supervisory Board with its efficiency audits

using an IT — assisted questionnaire which is customized to
specific characteristics of the company

— Presentation of the results and recommendations

repe e
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

| BasIc Components of a Gomplance Management system (CMs)- Overview

° Compliance monitoring and improvement o Compliance culture

— Monitoring of appropriateness and effectiveness — Awareness of the importance of rules and
— Prerequisite: sufficient documentation willingness to compliant behaviour as basis for
— Reporting of weaknesses and offences CMS appropriateness and effectiveness
— Management is responsible for remediation Essential factor: attitude and behaviour of
and sanctions compliance violations management (,Tone at the Top")

e Compliance communication 79 Compliance objectives

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

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

— 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 risks

— Identification of relevant compliance risks
under consideration of compliance
objectives

— Introduction of systematic procedures for
risk identification and reporting

e Compliance program

— Introduction of policies and procedures
designed to mitigate risks and thus prevent
non-compliance (Risk-based approach,
includes entity-level and process-level controls)

— Measures in the event of non-compliance

— Adequate documentation o Compliance organization

— Determination of organization and processes
— Definition of roles, responsibilities and reporting lines
— Avalilability of resources

m 87

Document Classification: KPMG Public



Il BB -RH7PYIT—b |3.90-NI-PS1750AY—EADHE

ii. \/707’(7:{17/?;* XN AT L (CMS)
- CMSRBDR =

mAnoEEE dah

— RAYABE : $FICEXRDBBUINEEICRE I 2518 KU 10ELL T OZESE A — [Class FinesleUTHDISN . [RAILLTIBEAI-OBL T D, H:‘fﬂ‘fﬁk
_ EALTIEF -0 FOStHARMZOMATIE T SBT3 TOMERIET SEITICANSILIFFINLE T T RO E
EIES  RURFIZIEELZOEOEI > KBSV THS5FIZS
AR BB ENSOAHABT O ERIETSEECHTZEZD | |— BoENSOBECETIER
HIRICRITSZR _ UKEEINEE R R UBINEBT AL E (FCPA) L3818
UK BEINESEOEINERITABIEE (FCPA) BEDIERIRIEE!C
BEEEMFRESI®

BRI li: [ 2wESDS OB s
— A-S0F(L: RENBFE — HRERT BEEERMRUMBEIOS 17 MOSEDNSORRS}

— IEE/EIXb — BRIMNEERRRR T EEERMEE RV TOS 1) MOSE NS0
— LYNFC IR ad

— RV AvES AN VNSO =01ARNI =L N=F>=T 1)L
TNV )OIV EDREEFRTOTERAYINDBHCAREYR MR
B EFHRANERT

prone .

Document Classification: KPMG Public



[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

II.Compliance Management system (CMs) - Consequences of missing CMS

Legal consequences for persons acting

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

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

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

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

Legal consequences for companies %

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

— Skimming-off profits, seizure, forfeiture > considerably higher
sums

— Claims for damages by third parties

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

Collateral damage |

— Reputational damage: long-term after-effects

— Costs of clarification
— Cost of consultants

Exclusion from (public) award of contracts

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

— 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 Hesse, Berlin, North Rhine-
Westphalia, Baden-Wuerttemberg, Hamburg; no national
regulation (yet)

89
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

v Compliance Assurance: Current Irends tompliance

Hot Topics

— Provides guidance for establishing, developing, implementing, evaluating, maintaining and improving an
New ISO 19600 effective and responsive Compliance Management System

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

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

Extension of legal areas

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

— Assurance on compliance management systems are always limited to a certain point in time or a period of

_ _ time. As such the value of the assurance report significantly decreases over time and a renewal seems to be
Recurring audit plans necessary

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

elle o rieral svel Internal audit to work together with the external auditor to maximize efficiency in a PS 980 audit

Recent Projects

o,

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

= — Audit of the security management systems for 6 areas (ongoing project) which also included the element
“investigation”, and therefore areas of the internal audit work.

— Examples for current projects

- Henkel
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

V. Energy AUCITS

Current status

— The European Directive on Energy Efficiency (2012/27/EU) has been recently implemented into German national law.

— All companies (with the exception of regular small or medium-sized enterprises) are hereby obliged to perform energy audits. The
approaching deadline for the first mandatory energy audit is set for December 5, 2015. A repetition at least every four years thereafter is
required. In the event of non-compliance, German authorities may impose e.g. fines in the amount of up to EUR 50,000.

— Who is affected?
- In case of a German company, which belongs to an international group, the new rules may be applicable if the group worldwide
— has more than 250 employees or
— more than EUR 50 million annual turnover and EUR 43 million annual balance sheet.
— Exemptions

- Companies that already operate an energy management system (according to ISO 50001) or an environmental management system
(according to EMAS) are exempt from the regulation.

- As alternative to the energy audits, companies can choose to implement an energy management system in the future. In this case the
company has to declare the intention to do so until 5 December 2015. In this case, the deadline to comply with the new regulation is
extended until 31 December 2016.

— Benefits

- Energy audits serve to measure energy use and consumption in a systematic manner. The current energy situation and energy flows are
recorded and presented as an energy balance, and thereby savings potential can be identified and analysed. According to the European
Commission, savings up to 20% can be achieved through an energy audit.

- As a consequence, the expenses resulting out of performing an energy audit or implementing an energy or environmental management
system can be amortized by reducing energy costs.

repe s

Document Classification: KPMG Public



Il. 5B -S5H7YIT—b 3. 90-NI-P21750AY—EADOHE

vi.J-SOX —#iii&=

3-SOX (PasBil)

— J-SOX (. U= AAVAL —iEEI23>302 (FEBICLDE
E) Lt9232404 CRECHTZAENRHIOFHlE HIkE) (CX
LUEBRICB I EBMAZIEIIFARNREIT CTHD.

— TRt mRENS DA, 2006568 (CERET SN, MAFEHIRE(CIRDA
B H OFHIE EE B DI DEEZTER UL,

EREH )

ERBEmEGIER. £TO SRR, 20FEH-BEESHRUE
DHMEPEEE AT LT, TELBREZEKT 2!

it
— B AR RICBU BB RS CRSNERHIOEMIED
B

— BlFESRES(ORMIENZT I TN TORETHIRES
ZVERk

FREBA

— ERHHIIREZS 0BT IRR

D) 24-4-4 : BAFFIRE(CARDAERHH; 24-4-22: [EIRFRICEE I St FHt
@ ICOFR - BA%53R &SRB AIERHTH

KPMG

94

Document Classification: KPMG Public



[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

VI. J-sUK - aShort overview

J-SOX (Naibutousei)

— J-SOX is an unofficial désianation, which refers to the
Japanese requirements similar to the Sarbanes-Oxley Act
section 302 (management certification) and section 404

(rating and reporting the IKS in the USA).

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

Requirements

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 internal control
system”

@

(1) 24-4-4 : Internal Control over Financial Reporting; 24-4-22: Disclosure controls and procedures
@ ICOFR - internal control over financial reporting

KPMG
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[I. Audit and Accounting Update | 3. Overview of Global Assurance Services

V. Implementationrequrements of an Internal control System

Framework of internal

Evaluation of the

Effectiveness

control system

— The control framework is given
in the standards

— Classification differences within
COSOW:

- ‘Protection of the assets’ has
been added to the control
objective

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

effectiveness

— The approach to the
effectiveness assessment of
the ICS over financial reporting
is specified in the standards

— Risk-based Top-Down-
Approach

review

— Indirect reporting

— Standards for evaluation 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
indirectly bears responsibility
for the establishment of an
Internal Control System (8107
AktG/ 5.)

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

— The supervisory board bears
direct responsibility for
monitoring the effectiveness
(8107 AktG/ 5.)

— No specifications regarding the
implementation — self-
assessment and reporting are
often introduced to the
management board and
supervisory board

— Controls on financial reporting
are considered in the Financial
Statement Audit

— Elements of RMS and ICS over
financial reporting are
considered in the management
report (8 289 Abs. 5 HGB)

(1) COSO: Committee of Sponsoring Organizations of the Treadway Commission
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[I. Audit and Accounting Update | 4. Statutory audit requirement in Germany and EU Accounting Directive Implementation Act

statutory audit requirement In Germany

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). The new thresholds can voluntarily and retrospectively be applied for fiscal
years starting after 31 December 2013. Mandatory application of the new thresholds is effective for fiscal years starting after 31 December
2015.

Individual financial statements

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

Small KapG

Medium-Sized kapG Large KapG

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

Consolidation Financial Statements

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

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

Balance Sheet Total
M EUR

> 24.00

Not Consolidated

Sales Revenues
M EUR

> 48.00

Employees

>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 8291, 292. HGB.

KPMG
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[I. Audit and Accounting Update | 4. Statutory audit requirement in Germany and EU Accounting Directive Implementation Act

-U Accounting Directive

mplementation Act (BIRUG)

Overview of selected imminent changes

Separate financial Consolidated financial

statements !é statements E‘J !é

— Increase in thresholds for companies of a certain size or size-dependent exemption

— Redefinition of 'revenue'. Reclassification of some part of 'other operating income' to ‘'revenue' may be necessary as a consequence
(e.g. income from rental of apartments to employees will be classified as revenue; sale of fixed assets will be classified as other operating
income > management judgement is necessary)

— Extraordinary income and expenses need no longer be disclosed separately in the income statement.

— In future, when exercising the exemption provided under — The exemptive effect of consolidated financial statements
Section 264 (3) of the German Commercial Code [HGB], the from third countries will be expanded. It will not be necessary,
parent company has the option of issuing a guarantee to assume after all, to audit the group management report that provides
all liabilities, in addition to the requirement of loss transfer. exemption from the requirement.

— Compliance with the publication deadline only once the financial statements have been adopted or approved

— Mandatory first-time adoption for financial years commencing after December 31, 2015.

— Early analysis would be advisable given the changes to internal systems and processes that will likely become
necessary
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[ll. Tax Update

I.Douple Tax Treaty Japan/Germany

In 2015, renegotiations of the DTT between Germany and Japan resulted in a new agreement, replacing the almost 50 year old
existing treaty. The German legislative process is finalized and the new DTT was published in July in the German Federal Gazette,
so that it can enter into force as of 1 January 2017.

The new DTT already includes some BEPS recommendations. Key changes are:

Article 1 — As suggested in BEPS Action 2, the new DTT contains explicit provisions on how to deal with entities that are treated as transparent

Hybrid Entities entities in one Contracting State and as non-transparent entity in the other Contracting State (Hybrid Entities).

— The income of such entity is eligible for DTT benefits if the income is treated as taxable income in the Contracting State where the
beneficiary of the income is resident.

Article 7 — Implementation of the Authorized OECD Approach (AOA) including profit calculation recognized through internal dealings
Business Profits of between head office and branches in order to ensure the arm’s length principle.

PEs — It is expected that the implementation of the AOA also in the new DTT leads to additional tax compliance efforts for Japanese
groups operating a branch or permanent establishment in Germany, in particular with respect to the branch profit determination and
separate accounting based on asset allocation related to “key people”, functions attached to it.

Article 10, 11 — WHT for Dividends:

and 12 - 0% in case of direct holding of a company of at least 25% of the voting shares for at least 18 months ending on the date on
Dividends, Interests and which entitlement to the dividends is determined

Royalties - 5% in case of direct holding of a company of at least 10% of the voting shares for a period of 6 months ending on the date

on which entitlement to the dividends is determined
- 15% in all other cases

— WHT for Interest and Royalties: Generally 0% but if the arm’s length principle is not fulfilled, the Contracting Parties
continue to have a right to tax the exceeding amount.
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[ll. Tax Update

| Double Tax Treaty Japan/Germany

Article 21
LOB

Article 21

Entitlement to Benefits

T

— Limitation on benefits (LOB): If a resident of a
Contracting State wants to benefit from the DTT with
regards to income received from the other Contracting
State, the resident must fulfil one of the following
conditions:

No Yes

A
o
3

- Qualified Person Test: e.qg. listed company meeting
certain conditions

- Equivalent Beneficiary Test: would a “person” be
entitled to equivalent or more favorable benefits if they Equivaler}teiteneficiary Active Business Test
had received this income directly and e.g. not through
corporation?

- Active Business Test: other than the business of
making or managing investments for that resident’s own
account, unless that business is banking, insurance etc.

No treaty benefits, unless

— Principal Purpose Test (PPT): Benefits are not granted if ST [F2 s B e e
it is ,reasonable to conclude, having regard to all relevant (principal) purpose
facts and circumstances* that the transaction had as one of

its principal purposes the obtaining of this tax benefit. v

Entitlement to treaty benefits <+
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[ll. Tax Update

| Double Tax Treaty Japan/Germany

Article 24 — In case a person is faced with taxation by one or both of the Contracting Parties that is incompatible with the
Mutual Agreement provisions of the agreement and the competent authorities of the Contracting States cannot resolve the case
Procedure (MAP) within two years, a solution is to be found by arbitration.
* v — As this is an important improvement compared with the old treaty rules to ensure that double-taxation
e is avoided, we have summarized the main steps on the following illustrative overview

(1) Q 3)
Step " ‘ Step ‘ Step o e
Mutual Agreement .(_\Q‘ Arbitration 'ﬂ‘

— A person may present his case — The authority shall endeavor, — If the authorities are unable to reach an
within three years from the first whether the objection appears to to agreement within two years from the
notification of the action resulting be justified and if it is not itself able presentation, any unresolved issues arising
in taxation not in accordance with to reach at a satisfactory solution, to from the case shall be submitted to
the provisions of the Agreement resolve the case by mutual arbitration

— The presentation is irrespective of agreement W't.h the authority of the — 1) These unresolved issues shall not be
the remedies provided by the other Contracting State submitted to arbitration if a binding decision
domestic law of those Contracting — Any agreement reached shall be has already been rendered by a court

States implemented notwithstanding any
time limits in the domestic law of the
Contracting States

— 2) orif the competent authorities of both
Contracting States have agreed that these
issues are not suitable for resolution

— The presentation has to be done in
the resident state

— Any agreement reached shall be
implemented notwithstanding any time
limits in the domestic law of the Contracting
States
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/- BIeXIL - BritiSh WIthdrawel from the European Union

On 23rd June 2016 the UK voted to leave the EU

Once the UK notifies the EU of its decision to leave (not happened yet), a 2 year exit negotiation period will begin. The outcome of
this negotiation will potentially have a significant impact on the UK tax system, as European law currently impacts UK tax law in
two main ways:

1. Supremacy of EU law (direct taxation) 2. Indirect taxes

— Means that UK domestic legislation must not conflict with principles of — EU legislation & CJEU determinations are the main sources of UK
EU law, particularly the “four fundamental freedoms” indirect tax legislation
— Direct taxes are competence of each EU member state — Customs & excise duties as well as VAT are all governed directly by EU
— However, UK domestic tax legislation must be in accordance with EU legislation
Treaty principles — Membership of the EU gives UK companies access to the internal
— As such, UK direct taxation is subject to a number of EU directives, EU market (made up of 28 member states) and to a wide network of
principles and the jurisdiction of the Court of Justice of the European preferential trade agreements with third countries
Union (‘CJEU)

PEOPLE SERVICES CAPITAL

FOUr Fundamental freedoms: Freg movement of 838

BREXIT immediate effects:

— Impact on GBP currency exchange rate

— Uncertainty of EU immigrant workers

— Considerations of multinational groups (e.g. Vodafone) to relocate European HQ to EU member states and / or change
supply-chain (e.g. no UK warehouse, downsizing to routine function, etc.)

Document Classification: KPMG Public



. BEEPYIFT—b

2. “Brexit” - JR[EDEUEEA

HE R 2RI TEUREBRD T EZIRRUBITNIERSR..

JINII—
T
(EEAICHNEE)

MVIEF
(BHE28)

E

A1AETI
(EFTAICHNER)

EFTAEBHEBSIHREAD
=0

EUDOVATER M5
EULD_EHESHE
DR
EUTEADRLE (FH9

EUTELSOE —MiZA 7Y
TATEZEOOFTA (B
HREBSHE) \O7It
AIEHR0N

M. -2 A BX

BIftERS

UKIE (MLOERERRD)
EULEAFt R A& fts

EUDVATERXT S

DOEOEH

EUFEAOHLE (FA
EUDVAT BTSRRI FTEAOHUE(FAE

55%iMEASNDIEERRD

FHI v E R ERED—
EDEUD)L—IULICHED,
EhHd
EUFEAOHLE (F599%
REESNBEERD

EUDE iz slCkD.,

BHESBRE

&

EUNRUEEESGHEFEH
tO_EBEEBEZHEDR
s
HHES g N UES
133 7E D3 FH X SR+
EUDVATERX SR

UK(&. EUNKUEFTAD
FEUTLVBETOFTAD
SEfAR

EUFEAOHLE (FARE

b7
(wTolchnes)

®

HHESMSNUVES
BREOBEA TR
EUDOVATER SR
ZEBSHFEREO_EM
BEWMEDITH

UK(d. EURRUEFTAD

FHEUTLRETOFTAD
St
EUFEAOHLE (FAE

HEG, EROBRHZEXUREE. EUFBAOHLEEADBRHICOVWTIEZIF ANV EEZLEA TS,
EUE. AOBERIFEUIATIBAT AT BIHDRIHREAEEZTHN . SEIENEDLSISEA TUVMNIAEBRRERD IAE,

KPMG

Document Classification: KPMG Public

116



[ll. Tax Update

/- BIeXIL - BritiSh WIthdrawel from the European Union

The UK has two years to negotiate the nature of the exit ...

Norway Model
(EEA Member)

Participation in the EU
internal market but no
access to EU FTAs
Free movement of
goods, services, people
& capital

Not part of EU VAT area
Certain principles of EU
law apply (e.g.
regulation &
employment)

About 9% reduction in
UK contribution to EU
budget

Swiss Model
(EFTA Member)

)

Participate in EFTA free
trade agreements

Not part of EU VAT area
Negotiate a bilateral
trade agreement with the
EU

About 55% reduction in
UK contributionto EU

budget

Turkish Model
(Customs Union)

E

No tariff barriers with EU
as UK adopts EU
product market
regulations

UK required to
implement EU external
tariffs

Not part of EU VAT area

No contribution to EU
budget

Free Trade
Agreements

&

Negotiate bilateral trade
agreements with EU and
other major trading
partners

Not part of any customs
free trade area or trade
association

Not part of EU VAT area

UK to be excluded from
FTAs agreed by the EU
and the EFTA

No contribution to EU
budget

Independent
(WTO Member)

®

Not part of any customs
free trade area or trade
association

Not part of EU VAT area
Negotiate bilateral trade
agreements trading
partners

UK to be excluded from

all FTAs agreed by the
EU and the EFTA

No contribution to EU
budget

The UK favours a solution which includes free movement of capital but has announced its refusal to contribute to the EU Budget or accept
free movement of persons. The EU has made free movement of persons a pre-condition for granting access to its internal market. The

outcome of negotiations is therefore still unpredictable.
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/- BIeXIL - BritiSh WIthdrawel from the European Union

O Possible direct tax implications, e.g.:

— Omission of EU Parent Subsidiary Directive, i.e. introduction of WHT on dividends
— Introduction of WHT on licenses and interests

— State Aid Rules and preference of UK companies

— Loss of tax relief on certain company mergers, acquisitions and reorganizations

&° Possible indirect tax implications, e.qg.:
— Access to EUs FTAs
— No access to EU customs reliefs and special measures
— Omission of VAT regulations concerning intra-community transactions
— No access to EU excise duty directive

O .
Q” General tax and legal issues, e.g.:

— No relevance of EU Mutual Assistance Directives

— Omission of the EU Arbitration Convention

— Impacts on free movement of persons

— Implications on employment law (e.g. work time directive)
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[ll. Tax Update

3. BePo Action Plan: turopean and National Implementation

Q “Anti Tax Avoidance Package” initiated by the European Union
The European Commission initiated in 2016 proposals to implement some of the BEPS recommendations, consisting of

— two (legally-binding) Directives

— and (non-binding) Recommendations and Communication.

— In July 2013 the OECD has resolved an action plan against BEPS (i.e. against Erosion of tax Base and against Profit Shifting), with 15 counter-
measures to be developed and coordinated.

— However, since Germany is not a typical tax haven or low tax jurisdiction, it is expected that the OECD’s (anti-) BEPS initiative will rather
have impact on (other) countries that have focused in the past on material tax incentives (e.g. UK, Luxembourg, Ireland).

EU Anti Tax Avoidance Package

Anti Tax Avoidance Directive

Administrative Cooperation Directive

Recommendations and Communications

— Adopted on 12 July 2016

— Contains measures to implement BEPS
Actions 2 (Hybrid Mismatch), 3 (Controlled
Foreign Company Rules) and 4 (Interest
Deductions)

— To be transposed into national law by 31 Dec
2018 (rules on exit taxation by 31 Dec 2019)

(See further details on next slide)

Adopted on 25 May 2016

Implements BEPS Action 13 (CbCR)

MNEs with total consolidated revenue of at
least EUR 750 million must report annually
(and no more than 12 months after the end of
the fiscal year) revenues, profits, taxes paid
etc

Transposition by 4 June 2016. Reporting
requirements already apply to fiscal year
2016

Non-binding recommendation for EU Member
States on tax treaties with third countries
Implements BEPS Action 6 (Preventing the
Granting of Treaty Benefits in Inappropriate
Circumstances)

Introduction of a General Anti-Abuse Rule
(GAAR) in tax treaties

Re-definition of Permanent Establishments
(PEs)
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[ll. Tax Update

3. BePo Action Plan: turopean and National Implementation

The Anti Tax Avoidance Directive contains the following rules that go beyond the BEPS Actions

a) New Exit Taxation Rules,
b) General Anti-Abuse Rule (GAAR)

as well as the following three items which directly correspond to the BEPS Action Plan

c) Interest Limitation Rules (BEPS Action 4) d) CFC Rules (BEPS Action 3) e) Rules on Hybrids (BEPS Action 2)

PAYMENTS PROFITS
M v ’ M =
HQ LOAN ﬁ = HQ

vAy

PAYMENTS

ﬂ LOAN
2ch NEW J

(2

=

v

i |
- A
S

2 LA
Interest limitation =/  With CFC Rules in — —
rules would limit the = place, companies [[I] [l]] [l]] [l]] [l]] [l]]
A amount of interest A can still shift their
m ™ ™ that a company can m ™ ™ profits. But those —_— ——— %
|]]] |]]] |]]] deduct. This will [[l] |]]] I]]] profits will now be TAX DEDUCTION TAX PAID
———— increase the amount ——— taxable in the EU.

With the hybrid rules the mismatch is eliminated and the tax deduction

TAX PAID of tax it pays. will be allowed in only one Member State — ensuring effective taxation.

In addition to the above outlined Directives and Recommentations, the EU is carrying out a study on the impact of Aggressive Tax
Planning on Member States’ effective tax rates (BEPS Action 11)

And the Commission is expected to propose measures in 2016 to improve dispute resolution within the EU (BEPS Action 14).
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[ll. Tax Update

3. BePo Action Plan: turopean and National Implementation

e Implementation in German Tax Law

EU set framework Further deadlines

The measures adopted on EU-level provide The Anti Tax Avoidance Directive needs to be
the starting point and framework for . transposed by 31 Dec 2018 (rules on exit
implementation of BEPS measures on national taxation by 31 Dec 2019)

level. .

@, @,
First Half 2016 Second Half 2016 2018-2019
®

Current Implementing Measures

13 July: The Federal German Government
published a draft bill to implement the EU Directive,
notably covering CbCR and tax rulings. Completion
of the legislative procedure is expected for the
second half of 2016.

Further legislative procedures will presumably
address the areas of hybrid mismatch
arrangements and CFC taxation.

Generally, German Tax Law traditionally does not provide for significant BEPS-relevant tax planning instruments (e.g. no tax
incentives for patent boxes, specific incentives for holding companies etc.). Hence, Germany should be less affected by the OECD’s
anti-BEPS initiative, compared with other European countries that have focused on tax incentives as investment incentive in
international tax competition (e.g. the UK, The Netherlands, Spain, Belgium, Luxembourg, Ireland).
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3. BePo Action Plan: turopean and National Implementation

e Implementation in German Tax Law

Digital Economy Counter harmful tax practices more
effectively, taking into account transparency
and substance

OECD and G20 agreed to observe and analyse
relevant data before recommending or

implementing further steps. BEPS BEPS Already regulated by German tax law.
Action 1 Action 5

Prevent treaty abuse

Neutralise the effects of hybrid mismatch Modification of OECD Model Convention. This
arrangements BEPS 0 BEPS modification will be implemented in all current

Action 2 Action 6 Double Tax Treaties via multilateral instrument,
Already regulated by German tax law (§ 8b (1)
S. 2 KStG, § 14 (1) No. 5 KStG). Minor O

which is expected in December 2016. The new
: NO. 9 _ DTT with Japan already contains treaty abuse

adjustments for clarification purposes might be

possible in further legislative procedures.

rules, such as LOB (see above) and is expected
BEPS BEPS to become effective by 1 January 2017 (see

Action 3 Action 7 above).

Prevent the artificial avoidance of PE status

Strengthen CFC rules BEPS
Action 4 Modification of OECD Model Convention. This
modification will be implemented in all current
Double Tax Treaties via multilateral instrument,
which is expected in December 2016 (see above

Limit base erosion via interest deductions and also Action 6; already reflected in new DTT
and other financial payments Germany — Japan)

Already regulated by German tax law (88 7 ff.
AStG). Adjustments could, however, be possibly
made in further legislative procedures.

Already regulated by German tax law (§ 4h
EStG, § 8a KStG). No adjustments are expected
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3. BePo Action Plan: turopean and National Implementation

e Implementation in German Tax Law

Aligning transfer pricing outcomes with
value creation

Make dispute resolution mechanisms more
effective

Already regulated in principle by German tax law Many Double Tax Treaties with German
(8 1 AStG). Adjustmentsin 81 (1) S.5and 6 BEPS BEPS participation already have mutual agreement
AStG-E have been initiated and are subject to Action 8-10 Action 14 procedures. Group of 20 countries, including
parliament approval, which is expected for Germany, agreed to add a binding arbitration in
second half of 2016. their tax treaties. New DTT between Germany
and Japan also reflects MAP procedure.

Measuring and monitoring BEPS

. . Guidance on transfer pricing documentation
The Federal Central Tax Office (BZSt) is already BEPS BEPS and CbCR

collecting and analysing such data (§ 5 (1) FVG, Action 11 Action 13
§ 117c AO). General Documentation rules already exist in
Germany for more than a decade.
Implementation of Master and Local File

requirements in § 90 (3) AO and implementation

BEPS . N .
Action 15 of CbCR in § 138a AO initiated. Parliament

approval is expected for second half of 2016

Develop a multilateral instrument to modify Master and Local File:

bilateral tax treaties First time preparation for financial years starting after 31 December 2016.
OECD is still working on a multilateral CbCR:
instrument in cooperation with an ad-hoc group First time preparation for financial years commencing after 31 December
of about 95 countries. Germany is part of this 2015. In case of secondary mechanism, the first preparation is for
group. The multilateral instrument is expected in financial years starting after 31 December 2016. First submission will be
December 2016. one year after the end of the financial year at the latest.
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IV. Advisory Update

I Centralization @ Busness Integration (1/4)

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

- |
£ £

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

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

* 4 In this respect we would like to outline a few high level considerations on the following slides where KPMG has
6 recently provided business advisory services and accordingly recognized certain movements in the market ...

Document Classification: KPMG Public

ﬁﬁ
€ €




V. ZRNAHY=-PyvIF—b

1. BRI =HE S
tHis RN O REE(LOREE (2/4)

— JI7-RY—EXEIA-[FRREOENIH (CoS) EKEFEFERY-EAL>Y— (CoE) ZHBEIZEDTHD.

HUR DRt BAY-EAE>5-

— JOtADFFE: 2R — JOEADFFEIE: ZEEE
— EROESV: BN — EPOESW: ECE

— HEERAZRE: S1>07>7023> — FEERAZRR: R9YI 7> )23
— X EREBORS MMS5HEEBF — X8 FERE. AMEK

— BRNEZER (317 -EXMECLDTRNRE EOZR) -

. 10% 15 - 20% 20 - 25% 25 - 30% 30 - 40% 40 - 50%
= —  RREISUSBIER R EEE
— [EIRERS : F2~34E —

4 _—  gEeE~
52 T 317—KY—ERD | FHRY=2
2 __— " | y17-Kry-b2 | Sk -
- s — BELES
% / REBRGER | ey — J0—JULBY—ER
T | _— | feiEkdL RUKTA—T> | _ s 124t
~ f S 2T _ EmmRNE
M| RREEHE(L

3 Z{LOEEL =]

Document Classification: KPMG Public



IV. Advisory Update

I Centralization & Business Integdration (2/4)

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

Center of Scale Center of Expertise

— Process Orientation: Transactional — Process Orientation: Transformational

— Centralization Level: European wide — Centralization Level: Nation

— Organization: Line function — Organization: Staff function

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

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

10% 15 - 20% 20 - 25% 25 -30% 30 - 40% 40 - 50%

Potential depends on maturity level

Payback period: average 2 — 3 years /

_— Outsourcing

Optimized towards low-

/ Shared Services | cost countries

/ _ Shared Services | — Stable structures
Service Level

T
Potential savings <€

— New structures — Global Servicee
_— Standardization | Agreements & | — Optimized provision
_ _ Restructuring of the | Performance processes — Long-term
Centralization | organization Management — Strategy improvements
Low Level of change High
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IV. Advisory Update

J.Centralization & Business Integdration (5/4)

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

1 2 3 4 5 6
Individual e

® Team

Centralised °

e Decentralised
Slow integration approach e

Integrated within short period of time

People (Employee-friendly)

Task (results count most)

Informal e

Formal

Consensus decisions

Small-group decisions

Short-term shareholder value @

Long term perspective

Competition ® Cooperation

Quality @

Efficiency

Key: ®&——® Typical Germany &——@ Typical UK @& —@® Typical Japan
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IV. Advisory Update

I Centralization @ Busness Integration (4/4)

Rough overview of key do’s and don’ts

S

— Perform robust analysis of synergy and performance
targets. Be confident about what is achievable before
including them in the ‘purchase price’

— Balance focus on delivering incremental value with the
need to keep an eye on the day-to-day performance
delivery

— Plan to exceed the original synergy and performance
targets

— Use the time wisely — start post deal management work
prior to completion

— Obtain control over the finance and reporting systems as
early as possible after close

— Anticipate and plan for management and leadership issues
early, then monitor them closely after completion

S

— Do nothing and plan to integrate later (you have a short
grace period when change is expected — trying to integrate
years later is much harder)

— Underestimate integration work (part-time resources driving
an integration will deliver less value) and one-off costs

— Ignore “people issues”. They are the main cause of
integration failures

— Delay integration decisions because they are hard.
Employees and major stakeholders prefer a clear plan
including honest communications (even if they are difficult
ones) rather than lack of transparency

— Incentivise the wrong behaviours (e.qg. victory behaviour
from buyer, anti-integration behaviours from target)
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V. PRINAHY— PyI'5—b | 2. $hiEH%E IFRS 15
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Step 5: Step 1:
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Revenue
Step 4: B Step 2:
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IV. Advisory Update | 2. New Standard IFRS 15

Atagiance

Step 5:

Step 4.
Allocate transaction price to
the performance obligations @

Revenue

Step 1:

Recognize revenuﬁb Identify contract with customer

Step 2:
Identify performance
obligations in the contract

Step 3:
Determine the transaction price

IFRS 15 applies to all contracts with customers
regarding sale of goods or service delivery

the standard provides a principles based five-step model
Besides implementation of new core principle the
standard regulates various issues

Extended notes in both qualitative and quantitative
perspective are required in future

Application is mandatory for annual reporting periods
starting from 1 January 2018 onwards

)
[
S i
= S
c =
% o 2
13) S
@ o
o £
o =)
o O
< (43)
o n
= c
o o
o O
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Date of revenue recognition might alter resulting in
temporal shift of sales revenues

Impact on financial ratios (Covenants)

Analysis of contracts and contractual obligations
required

Restructuring of internal processes
Adaption of IT-systems necessary

Increasing number of estimations/ discretionary
decisions (management judgement)

Extensive project with a time horizon of several months
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IV. Advisory Update | 2. New Standard IFRS 15

Jeep Impact due 10 Ry To requires action now

Expected initial JUCU
Aecounfing 1 - Saies application °

Adjustments of (IT) processes
and systems, employee
trainings across the group

Accounting L > Board — Board of directors
0 5 & .
Analysis of impact on Investor Relations

sales revenues g Continuous capital market
communication

stems, monitoring

Processes, SY

Executive Board — Controlling

Adjustment of employee and board remuneration
Adjustment of corporate planning
Investor Relations

Sales — Legal Preparation of capital market communication

Adjustments of costumer
contracts

Gonclusion

— Significant time and personnel expenditures for analysis of contracts, application of processes as well as potential adjustment of contracts

— Recommendation of imminent start of the analysis of the new standard IFRS 15
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IV. Advisory Update | 2. New Standard IFRS 15

mpact on different bUSINesS UNits

Accounting, taxation and reporting Systems and processes
— ERP-System

— General ledger, subsidiary ledger and
reporting packages

— Recognition and measurement in IFRS
— Initial application and transition to IFRS 15
— Disclosure of expected impacts in notes

— Deferred taxes in IFRS report accounting, | systems — Analysis of existing processes and

— Preparation of Tax reporting taxation and § and adjustment
reporting i processes — Analysis of existing internal monitoring
— Tax planning . . . .
— Adjustment and if necessary implementation
: of internal monitoring
Business
[ ]

Business ./-\. People and change
— Contracts = — Project management

. . . . TS People and . .
— Internal reporting and financial ratios change — Establishment of interfaces between

— Corporate and capital market communication distribution and finance department

— Compliance with Financial Covenants — Remuneration and incentive system

— Possible reconsideration of business — Trainings (new processes, systems, ICS etc.)

practices — Consideration of domestic and foreign

— Interaction with strategy projects locations

KPMG 149
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IV. Advisory Update | 2. New Standard IFRS 15

Accounting, taxation and reporting

— ldentify differences between current practice and guidance in the new
standard. Reconsider whether revenue should be recognized at a
point in time or over time.

— Where differences are identified, perform high-level analysis of their

impact on the amount of revenue recognized. Accounting,
. . . taxation and
— Assess the tax impacts of accelerating/ deferring revenue. reporting

— Make new judgements and estimates — in particular, on variable

consideration, the time value of money and multiple goods or services. —_—

Business
— ldentify new disclosure requirements and prepare an early mock-up of units
the financial statements.

— Evaluate changes needed to the existing chart of accounts.

— Consider transition options available, including the impact of
retrospective application and restating historical results.

— Update accounting policy manual and technical accounting memos.
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IV. Advisory Update | 2. New Standard IFRS 15

OYSIEMS and Processes

— Evaluate impact of the standard on current operating policies,
processes and reporting procedures.

— Engage the IT team to help identify data ‘gaps’.

— Ensure system functionality can handle changes to accounting and
disclosure requirements — e.g. stand-alone selling prices, variable
consideration, time value of money adjustments, contract
modifications and contract costs.

— Evaluate changes needed to key internal controls over financial
reporting.

— Develop a transition plan for parallel runs, including reconciliations.
— Establish contingencies for new data collection needs.
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IV. Advisory Update | 2. New Standard IFRS 15

BUSINESS

— ldentify commercial opportunities — e.g. whether any terms in key third
party contracts should be modified for the impact of the new standard.

— Assess impact of accounting change on general business issues,
such as contractual terms (including financial covenants), employee
incentive plans, treasury and risk management practices etc.

— Assess impact on internal management reporting and business

metrics.
— Consider how the standard will impact budgeting and forecasting BUsi
usiness
models. Ul

— Budget for necessary changes to people, processes and systems.

— Develop communication plans for all stakeholders, including investors
and analysts, creditors, customers and suppliers

Business

m © 2016 KPMG AG Wirtschaftsprifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 155
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IV. Advisory Update | 2. New Standard IFRS 15

PE0pIe and chande

— Define project/change management roles and resources needed.

— Develop and execute training plans for impacted employees, including
finance, sales, legal, tax, treasury and budgetary teams.

— Evaluate impact on compensation arrangements and performance
targets and measures, and communicate any changes to affected
personnel.

— Assess how changes to processes may impact how work is

performed, including how teams are structured. :
Business

units

/N
-

People and

change
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IV. Advisory Update | 2. New Standard IFRS 15

Lore ol the technical analysis

Preparing a technical documentation of all issues — accounting issues as well as notes information — for
a comprehensive and standardized description of the analysis results

Issue for client Issue for client ,relevant but not Issue ,relevant and expected to be
,hot relevant® expected to be material® material”

Argumentation/ quantification of Additional assessment of IT impacts und
(im-)materiality potential solutions

Summary of analysis results to a frame

Continuing reconciliation with the auditor concept for each BU

Roadmap and start of phase 2

———
O
Alh
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IV. Advisory Update | 2. New Standard IFRS 16 - Lease

Jeep impact due 1o 1R 16 requires action now

Initial application

UUUU
Accounting — IT — Sales E

Adjustments of (IT) processes
and systems, employee
trainings across the group

Purchase - Accounting Executeive Board — Board of

directors Investor Relations

Analysis of impact on ‘ 3
sales revenues 2017/1 8 g Continuous capital market
communication

jtorin
Processes, systems: monitoring

Executive Board — Controlling

— Adjustment of corporate planning

— Investor Relations

I'mpac.t on covenants/ — Preparation of capital market communication
financing arrangements — Adjustment of employee and board remuneration

Accounting - Treasury

Purchase - Legal

Adjustment of
leasing contracts

Gonclusion

— Significant time and personnel expenditures for analysis of contracts, application of processes as well as potential adjustment of contracts

— Recommendation of imminent start of the analysis of the new standard IFRS 15
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IV. Advisory Update | 2. New Standard IFRS 16 - Lease

mpact on different bUSINesS UNits

Accounting, taxation and reporting

— Recognition and measurement in IFRS
— Initial application and transition to IFRS 16
— Disclosure of expected impacts in notes
— Deferred taxes in IFRS report
— Preparation of Tax reporting

— Tax planning

Business

— Opportunity of comparing contractual
terms

— Corporate and capital market
communication

— Compliance with financial covenants

— Opportunity of reconsidering the purchase/
lease strategy

— Impact on debt ratio

KPMG

Systems and processes
— ERP-System

— General ledger, subsidiary ledger and
reporting packages

— Planning systems

Accounting, | Systems
taxation and j and

— Analysis of existing processes and

reporting @ processes adjustment
— Analysis of existing internal monitoring

— Adjustment and if necessary implementation
of internal monitoring

ESNESS

/N
a—a

People and change

— Project management
People and

R P e — Establishment of interfaces between

distribution and finance department
— Trainings (new processes, systems, ICS etc.)

— Consideration of domestic and foreign
locations

163
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IV. Advisory Update | 2. New Standard IFRS 16 - Lease

mpact onfinancia

Balance m

. _———

Balance sheet total #

— Increase due to recognition of leased
asset and leasing liability.

$

— Decrease of book value of leased
assets faster than decrease of
leasing liability, equity decreases.

Debt ratio® *

— Debt ratio increases with decreasing
equity.

Equity ratio®

A0S

Income statement

EBITDA *

— Increase as expenses from previous
operating leases are recognized as
interest and depreciation.

EBIT *

— EBIT increases as interest rate
component is not included yet.

EBT 3

— EBT-changes dependent from age
structure of the leasing portfolio.

.

Cash flow

Operating cash flow 4

— Operating CF increases as principal
payments of previous “off-balance
leases” can be recognized as
financing CF. Besides, interest
payments can be recognized as
financing CF.

Financing cash flow ¥

— Financing CF decreases in
accordance with the increase of the
operating CF.

Total cash flow
— In total, CF is not affected.

*

— Free cash flow increases due to
increasing operating CF.

Free cash flow

A
=

(@) Keep impact on covenants in mind.

KPMG
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IV. Advisory Update | 2. New Standard IFRS 16 - Lease

LONSequences of new accounting for leases

Decentralized
administration of

Large number of

Limited availability
of leasing contracts

leasing contracts

leasing contracts

IT equipment

Holding

Document Classification: KPMG Public

— Contract inventory

— Mass data

— Different types of contracts
— Monitoring Processes

— Transparent documentation

— Low transparency group-wide
— Language and local currencies

— Decentralized areas of responsibility

— Isolated solutions
— Different IT-systems
— Cross-functional responsibilities in many cases

— (legacy) data migration
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IV. Advisory Update | 2. New Standard IFRS 16 - Lease

ementation Steps

mp

Steps towards new lease accounting

Workshop on the new
lease accounting with
core team

Compilation of contracts
types and components
Analysis of IT-systems
and processes (e.qg.
tools, databases,
contract management)
Initial assessment of
potential consequences
and complexity drivers
Rough conversion plan
for the implementation
of the new lease
accounting

Impact assessment

Contract inventory and

collection of data

Detailed analysis:

- Types of contracts

- Contract management
process

- Multi-component-
contracts

- Data basis

- Existing IT-systems

- Impact on indicator
systems

- Training measures

Preparation of company-

specific Roadmap

Contract inventory &

analysis of the
impacts

Definition of new
accounting methods
Determination of
calculation method
Technical conception for
data migration
Technical conception
IT-tool

Standardization of
contract processes
Information strategy
(internal/ external) with
respect to changed
KPls

Design &

conception

Implementation: Initial
recognition and
preparation of
subsequent
measurement

Roll out accounting
guideline

Roll out IT-based support
tool

Application of covenant-
regulations
Performance of training
courses

Implementation &

Roll out

— Monitoring and fine
adjustment of the new
processes for lease
accounting

Business as usual

KPMG

Implementation of new lease accounting — timeframe: approx. 6 to 24 months
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IV. Advisory Update | 3. Post Deal Integration Topics

DVerview

Set up/Integration of the finance function into a new Typical work streams after being acquired by a Japanese
Group structure company
Possible new company structure Example ‘
Governance, Risk
Mother company & Compliance
(Japan)
| New Co GmbH
(Germany)
Sales Department | | Production Site | | Production Site Information
(UK) o (Germany) - (Poland) Technologie
Factory (France)
H Project Management

Post Deal Integration Support

— ldentification of requirements from Purchase Agreement — Integrated Governance, Risk & Compliance (GRC)

— Alignment of accounting policies & Mapping of different — ldentification of all areas and persons affected by the project
chart of accounts/reporting structures
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IV. Advisory Update | 3. Post Deal Integration Topics

Fnance

Key
Challenges

Ideas and

approaches

— Great variety of parallel and not fully aligned long-term projects

— Time-consuming, manual preparation of required reporting

— Transparency regarding deadlines and (quality) requirements

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

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

— Commitment and acceptance of all involved parties

Project Management

Finance Organization:

— Develop target operating model to align prerequisites

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

— Harmonization of accounting policy gaps (e.g. impact analysis due to IFRS conversion and identification of IFRS adjustments) &
Mapping of different chart of accounts/reporting structures

— Development of automated “bridge” to new reporting

Closing Processes:

— Implementation of Fast Close in order to meet the requirement for the reporting deadline from the parent company
— Identification of critical closing processes & materiality limits

— Adjustment of existing closing calendar to consider new requirements and reconcile new calendar with auditors
— Development and documentation of procedures to bring forward closing activities for selected challenges

© 2016 KPMG AG Wirtschaftsprifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss
entity. All rights reserved.
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IV. Advisory Update | 3. Post Deal Integration Topics

HUMAN RESOUCES

Key
Challenges

Ideas and

approaches

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

— Review and re-adjustment of standardized compensation & benefits
(if necessary)

— Implementation and/or improvement of system of incentives
— Provide comprehensive education measures for integrated organization
— Assuring a broad acceptance of new processes by the stakeholders

Project Management

Employee point of view:

— Maintenance of employee motivation in order to retain key people and talents

— Management of uncertainties by continuous communication

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

Employer point of view:

— Strategic Workforce Planning

— Effective recruiting platforms to find additionally required specialists

— Reduction of employee redundancy in order to manage proactively restructuring
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IV. Advisory Update | 3. Post Deal Integration Topics

Lorporale Governance a Risk Management

Key — Definition of meaningful KPIs/KRIs
(O EUITalo[1S8 — Proper handling of risks along the transition period and after integration GO\ée_rrllagce,
— Full transparency, correct aggregation and reporting of key risks Comlznance
— Key to success is to find the right balance between harmonization and integration of GRC
functions

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

Project Management

Ideas and Process Performance & Controls:

EloJoleETea [l — Agree on a strategy and priorities for process controls

— Define the relevant process scope, individual process performance goals and suitable ways to control achievement
— Build framework for operational process controls (eg. J-SOX documentation)

Risk Management:

— Agree on and quantify a risk strategy and guiding principles

— Define a risk management framework and future risk policy

— Perform a risk analysis for selected areas or specific questions to visualize performance and non-performance
Integrated Governance, Risk & Compliance (GRC):

— Develop a common vision and clear targets for GRC

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

— Integrate and/or harmonize processes and roles & responsibilities

— Enable continuous monitoring and stakeholder-oriented reporting including lean IT solutions
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IV. Advisory Update | 3. Post Deal Integration Topics

niormation lechnology

Key
Challenges

Ideas and

approaches

— Comparing complex system landscapes

— Complexity of trans-national harmonization or migration

— Choosing the right software

— Master Data Management

— Defining a clear road map for the complete system landscape

Information
Technologie

Project Management

Short-term:

— Perform a feasibility and cost study on the following perspectives to define a roadmap
- Systems used in Client Offering and Business Solutions
- Align template and reporting needs (eg. P/L structure)

Harmonization of data and interfaces

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

— setup aBusiness Intelligence System for all information and reporting needs

Document Classification: KPMG Public
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IV. Advisory Update | 3. Post Deal Integration Topics

Project Management

Key Identification of all areas and persons affected by the project
Challenges Get an understanding and the acceptance of project's goals from all related parties

Achieve an understanding and a sustainable application of the changed processes and
approaches
Early identification and effective risk management is crucial for project's success

Project Management

Sponsoring for the project by management (especially CEO and CFO)

Early communication of project’s background and goals to all affected parties

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

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

Possible Stakeholder matrix — Budget, status and risk reporting wn
Deliverables Communication concept and newsletter (strategy, addressees, @ — Proposal and issue management o
H -
‘ Self assessments ®
Escalation concept, Fall-back scenarios 3
m © 2016 KPMG AG Wirtschaftsprifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 183
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IV. Advisory Update | 4. Corporate Treasury Consulting

Fnanclal RISk Management

Key — Creating transparency about the full financial risk exposure of the company consulting
(O EIITalo[s1S3 — Evaluation and selection of hand-lung alternative for risk strategies and areas
assessment of the impact on balance sheet and income Financial Risk
— Setting up of efficient and effective processes for controlling financial risks Liquidity Risk

Capital Market

33

What we — Risk drivers and Early Warning System - Identification of the main drivers of financial risk position to build an early warning system
do? and evaluation of alternative courses of action

— Risk Strategy and Control - Analysis and elaboration of risk strategy and management models for financial risks

— Processes and organization - Design & implementation of organizational design of financial risk management, including the
structuring of operational processes and internal controls as well as system support

— Reporting - Definition and development of a reporting system for monitoring the implementation of the risk strategy and regulatory

compliance
Your Transparency about exposures and reducing risks Quantification of the reduction of costs
benefits! — Early warning indicators to the significant financial risks — Transparency on hedging costs and clear risk strategies reduce
— Transparency about the risk positions process / ransaction costs
— Control of financial risks on an individual company's risk strategy — APPropriate identification of the effects on earnings from the

hedging strategies
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IV. Advisory Update | 4. Corporate Treasury Consulting

Lash o Liguidity Management

Key — Creation of transparency on liquidity and cash flows consulting
O i EV[EIIS[M — Reduction of costs through centralization and automation areas

— Uplift of liquidity potentials through process optimization Financial Risk
— Payment security Liquidity Risk

Capital Market

What we — Cash Pooling — Design and implementation of pooling structures in compliance with the economic, fiscal and legal conditions

do? — Payment System - Centralization of intra-group transactions (house bank) and pooling of external payment processing (payment
factory)

— Liquidity Management - Develop an integrated liquidity planning for future cash flows, reconciliation with the cash-flow statement and
introducing of liquidity driver models

— Working Capital Management - Design and implementation of better practice solutions in the customer and vendor management

Your Increasing transparency Reduce costs

benefits! — Early warning indicator for the cash performance of the company — Reduction of process/transaction costs through centralization and
— Hedging of its ability to pay automation of payments
— Optimization of borrowing / facility — Uplift of liquidity potentials
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IV. Advisory Update | 4. Corporate Treasury Consulting

Lommodity RISK Management

Key — Determining the group-wide risk exposure consulting implementation
O\ [Sls (SS9 — Deriving appropriate backup strategies areas skills
— Centralization of risk management and establishment of governance Financial Risk

S Liquidity Risk
— Implementation in the necessary systems
— Rating and illustration in hedge accounting

Capital Market

What we — Risk identification - creating transparency and conception of regular merging of the necessary data from the shopping, sales materials
do? management and planning systems

— Risk assessment - Introduction of key data / scenarios

— Hedging - Identifying possible hedges, defining hedging strategies and creating performance calculations and simulations comparative
analyzes including the implementation of valuation and accounting

— IT implementation - Consultations on the selection and implementation of Commodity Risk Management systems and market

databases
Your — Transparency - Causes, height and possible consequences of commaodity price risk on the company's key
benefits! — Compliance requirements - Compliance in terms of Risk Management, the conclusion of commaodity derivatives and the correct

valuation and accounting of commodity derivatives and hedge accounting under IFRS / HGB
— Volatility - Control and limit the influence of fluctuating commodity prices on earnings and cash flows

m © 2016 KPMG AG Wirtschaftsprifungsgesellschaft, a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss 191
entity. All rights reserved.
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IV. Advisory Update | 4. Corporate Treasury Consulting

LapitalMarkel Transactions

Key
Challenges

33

What we
do?

Your
benefits!

Working out the financing relevant problems and objective consulting
Development of customized financial solutions areas
Diversification of the investor page Financial Risk

Liquidity Risk

Transparent overview of finance market and standards

Capital Market

Analysis - Identification of the current financing needs and diverting action alternatives

Optimization - Establishment of a suitable financing structure as regards financial engineering instruments, strategy and suitable
investors

Capital market - Advice to improve credit rating (rating)
Commercial counseling - Assistance in the negotiation of loan and security documentation

Independence - Independent third opinion as a sparring partner of the company and moderator of the funding process
Transparency - Providing clarity on financing instruments, investors, financing terms and conditions
Experience - Extensive knowledge of public and private capital markets

Competence - Optimal achievement of objectives taking into account all internal and external financing-related factors and reducing the
burden on internal resources in time-consuming financing process
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V. Legal Update

I Restructuning: Gross-Border Relocation or the Corporate seat (1/2)

Cross-

border Japan Corp.

relocation /

Dutch BV
[ ]

Target
Structure

Japan Corp.

.

GER GmbH

@ Introduction

— The relocation of the statutory seat of a European Union (EU) / European Economic

Area (EEA) entity to Germany by means of change of its original legal form into a legal
form available under German corporate law is a newly-established restructuring tool
for the purpose of “moving” a company from one EU/EEA member state cross-border
to Germany.

The process may also be considered a “cross-border conversion” of a legal form.

The relocation of statutory seat by means of cross-border conversion now is a second
legal means besides the relocation of the statutory seat of a European Company
(Societas Euopaea, SE). In both situations the legal identity of the company will not be
changed and therefore may be interesting for tax considerations in particular.

@ Admissibility

— The cross-border conversion was acknowledged by the European Court of Justice

(ECJ) in its VALE judgment dated 12 July 2012 on the grounds of the freedom of
establishment under EU law.

By court order of the Higher Regional Court of Nuremberg, Germany, in 2013, a cross-
border conversion of a Luxembourg entity into a German limited liability company
(GmbH) and thereby a transfer of the statutory seat to Germany was explicitly
permitted in implementation of the ECJ VALE judgment. Since then, cross-border
conversions based on the VALE-judgement have been implemented in Germany.

— While in Germany a cross-border relocation (from or into Germany) is admissible from

a German law perspective, it still needs assessed whether the cross-border relation is
admissible under other EU-member states law on a case by case basis.

QAdvantages

— The cross-border conversion allows for the relocation of the statutory seat under

maintenance of the company’s legal identity.

Certain tax implications which would arise in case of a cross-border merger can be
avoided: The conversion does not constitute an acquisition in terms of German tax
laws. In contrast to a cross-border merger into Germany of an entity owning
immovable property, the relocation of the corporate seat does not trigger any property
transfer tax.
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. Restructuring: Gross-Border Relocation of the Corparate seat (2/2)

Cross-
border Japan Corp.
relocation /
[
— Dutch BV
Target
Structure
Japan Corp.
—_—
— GER GmbH

@ Procedure

— The cross-border conversion involves the subsequent application of the laws of both the state

of origin and the host state. Thus, it is necessary to conduct the process required under the
law of the state of origin first and, subsequently, the process required under German law.

German law does not provide for an explicit legal framework for cross-border conversions;
there is still some uncertainty as regards procedural matters.Therefore, close coordination
with the local court keeping the commercial register is necessary throughout all stages of the
process; however, recent judgement of German courts should have given reliable guidance.
From a German law perspective, in particular the provisions of the German
Transformation Act (UmwG) governing the conversion of legal form are to be applied
mutatis mutandis. In addition certain provisions for cross-border mergers apply.

Until recently, there was no indication whether also certain provisions of the SE-
Regulation (EC) No. 2157/2001 governing the relocation of the statutory seat of a SE
were applicable analogously. In a recent court order by the Superior Court of Justice
(Kammergericht) of Berlin dated 21 March 2016, the court took the view that the
provisions of the SE-Regulation were not be to applied in the case of a cross-border
conversion of a French limited liability company into a German limited liability company
(GmbH). SE-provisions are more tailored for supranational acting big companies and
therefore, an applicability of these essentially stricter SE-procedure provisions would
lead to an unjustified detrimental position for a company that was established under
domestic rules of a EU-member state. Consequently, this recent court order gives an
indication for limited liability companies (with respect to stock corporations the verdict
appears to make no conclusive statement).

As regards employment law aspects, the procedure may include an elaborated
participation of the employees, comparable to the employee participation in case a
cross-border merger (based on harmonized law within the EU). Since the recent
aforementioned court order, it may follow from the judgement that the stricter
employee participation provisions of the SE-Regulation is not be applicable for private
limited liability companies. If this is the case, this would lead to significant reduction of
the timeline to implement the cross-border conversion.

The conversion becomes effective upon registration of the new legal form in the
German commercial register.

199

Document Classification: KPMG Public



V. BZBEFPYIT—b

2. HfEE (1/4)

S HffEDRE({L — RAYICHBWT, EFFREEFHRDIEMRTOC AR ZRINENH I, FRESNIREEIHSNER (Fis.
B ESE) (CLOTREIN. MEEE D/ TA-Y DAL TUTIRESINRL,

— KPMGIE22DITYI1-23> (“SMARTSELECT” (AN—bELIR) E“SMARTCOMPARE” (AX—hRJ>R
7)) ZERUTHED., BENFEINRIEZEEDER Z&E(CEMI DY - ZiRMHLTWE, COY—)L %
SEATACETHREAROFIRZRDHIA T FFHINTA—Y O ADRWMEES (LU, TSN ERORETICDWNT
RARBRATS I %ITETES,

— e, INBOY— VIR ERERERAZOE I 20O TOEAEEMLTLS.

— INBOY-IVICELD, EFIERRERENCERUERZ TOM B RE O oI FEL 123,

=IEEEE — 2015F1A1BINRBEEESENMEITEN TV, RMYE LI TETOERE(CHVTREEESENEHEINZD
(MINDESTLOHNGESETZ) (FFHTDETHD. RARER (AT THO. BFURIFNUTRSR,
E — ETFEOREE®R(IE/RIHENS.501-0TH2N. 2017F181H LD/ Z08.841—0(C5IZE LIFBSNEF
ETHDo
? - — MEB(F2015F 1A 1HMSRIRERECEDEDSNIEEU LOEEDZINEZ T 2EFZE T 2.

— REEREF2FLCRBEUNMTDNSFETHD.

— BEARNC, WOWEIZIITINEEZSVE (ORFEBFREEEZZITEBEFNZE I N, ETEVKON
OBV EERITTVD, Tt 2 REAEERASN TOWEH OIARERECRALU CE—ERRRER SN,

Document Classification: KPMG Public



V. Legal Update

2 Labour Law {1/4)

Optimization of — In Germany, collective dismissals follow a rather complex process where the employees who are
collective being dismissed are determined by social criteria (age, seniority, etc.) and not by the performance of
redundancies the employee.

— KPMG has developed two IT solutions (“SmartSelect” and “SmartCompare*) which help clients to
optimize the social selection process and to use various options for the application of the social
criteria in their best interest, especially for the termination of low-performers.

— Furthermore, these IT solutions guarantee a process which helps to avoid unfair dismissal lawsuits.
4 k — Collective dismissals become significantly more effective and are legally compliant.

WM URVEGEVAXGE — On 1 January 2015 the Minimum Wage Act (Mindestlohngesetz, MiLoG) became effective, which for
(Mindestlohngesetz) the first time provides for a statutory minimum wage across sectors throughout Germany. The
minimum wage is mandatory; the entitlement to it may not be waived.
— The statutory minimum wage currently amounts to € 8,50 per clock hour of working time and shall be
? raised to € 8.84 from 1 January 2017 on.

— In general, every employee is entitled to a work pay at least in the amount granted by the statutory
minimum wage generally since 1 January 2015.

— The minimum wage is being adjusted every two years.

— Generally, every employee is entitled to the statutory minimum wage, also so-called “mini-jobbers”.
However, the law provides for some exceptions. Restrictions also exist with respect to permanently
unemployed persons.
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2 Laoour Law [2/4)

\

Minimum Wage Act (Mindestlohngesetz)

Please note:

— Provisions in employment contracts granting less than the statutory minimum wage are void! The void provision is not simply
replaced by the statutory minimum wage; instead, sec. 612 of the German Civil Code (Burgerliches Gesetzbuch) applies.
Accordingly, the employer does not owe solely the statutory minimum wage, but the remuneration which is commonly paid for
comparable work in the relevant sector, which might in fact be higher. Thus, under such circumstances, employers should offer
an adjustment of the employment contract as soon as possible.

— The principal of a contract for work (Werkvertrag) or service contract (Dienstvertrag) is liable in case that a subcontractor or
sub-subcontractor does not pay the minimum wage to its employees.

— As aresult, the entrepreneur who assigns certain tasks to other entrepreneurs is responsible for the remuneration of the
employees of such subcontractor and his subcontractors.

— The MiLoG provides for a transitional provision for the year 2016 with respect to collective agreements for sectors in which
collective agreements (Tarifvertrage) pursuant to the Temporary Employment Act (Arbeitnehmeriiberlassungsgesetz, AUG) and
the Posted Workers Law (Arbeitnehmerentsendegesetz, AEntG) exist, which grant a lower wage than the statutory minimum
wage. These collective agreements shall prevail within the transitional period.

— As a general rule — regardless of the transitional period — the provisions of the Posted Workers Law
(Arbeitnehmerentsendegesetz, AEntG), the Temporary Employment Act (Arbeitnehmeriiberlassungsgesetz, AUG) and the
statutory regulations based thereon shall prevail as far as the minimum wage determined therein does not fall below the
statutory minimum wage.

— The German Customs will make field audits in order to assess whether the minimum wage is being paid correctly.
— Violations of the obligation to pay the minimum wage may be punished with a fine of up to € 500,000.
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2.Lapour Law (5/4)

Temporary Employment Act (Arbeitnehmeriiberlassungsgesetz)

Current legal situation:

— The German Temporary Employment Act (Arbeitnehmeriiberlassungsgesetz, AUG) regulates the process of leasing a
temporary employee to another company. Currently, the AUG does not provide for a maximum term as regards the lease of an
employee, however, the law states that it shall be temporary without further definition.

— When leasing a temporary employee, the hirer concludes an employee leasing contract with the temporary employment agency.
The hirer does not have an employment relationship with the temporary employee. Instead, the employment relationship exists
between the temporary employment agency and the temporary employee.

— To be allowed to lease temporary employees to another company, the temporary employment agency is required to have a
permit. The permit will usually be granted for one year with the possibility to renew the permit every year.

— If the temporary employment agency does not have the required permit, the employee leasing contract between the hirer and
the temporary employment agency and the employment contract between the temporary employment agency and the employee
is void. Instead, a employment relationship between the hirer and the temporary employee is assumed. In general, the hirer and
the temporary employment agency will be jointly and severally liable for the employee’s remuneration. In addition, the leasing of
temporary employees without the required permit is sanctioned with a fine up to EUR 30,000.

— Regarding the working conditions, the temporary employment agency has to guarantee the temporary employee similar working
conditions compared to the ones applying to comparable employees of the hirer. This equal treatment of temporary employees
and regular employees especially includes the remuneration. Deviations by collective bargaining agreements are only possible
under certain conditions. If the temporary employment agency does not guarantee similar working conditions, the permit to
lease temporary employees can be withdrawn. In addition, the violation of the equal treatment is sanctioned with a fine up to
EUR 500,000.
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Temporary Employment Act (Arbeitnehmeriiberlassungsgesetz)

Reform of the Temporary Employment Act probably in 2017:

Currently, a reform of the AUG is planned for 1 January 2017. The Federal Government proposed a draft for the amendments of the AUG.
The adjustments will become effective after the German Parliament (Bundestag) and the Federal Council (Bundesrat) approved the draft.

The proposed adjustments aim to limit temporary employment to its core function (covering peak workloads) and to ensure an equal
treatment of temporary employees compared to employees of the hirer. Furthermore, the adjustments are supposed to prevent any
circumvention of the requirements of the AUG.

The draft implies a maximum loan-period of a temporary employee of 18 months. If the maximum loan-period is exceeded, an employment
relationship between the temporary employee and the hirer is assumed. In addition, an exceedance of the maximum loan-period is
sanctioned with a fine up to EUR 30,000.

Another important change is proposed as regards deviations from the equal treatment principle. According to the draft, deviations by
collective bargaining agreements are allowed only under certain conditions and only for a time period of nine months, 15 months maximum.
The draft prohibits the use of temporary employees as a “strike breaker”. This prohibition means that temporary employees cannot be used
to compensate the work of the employees which are striking. Any violation of this prohibition to use temporary employees as a “strike
breaker” is sanctioned with a fine up to EUR 500,000.

Another important change the draft proposes is the consideration of the temporary employees when determining the threshold for
codetermination on company level of the hirer if the lease exceeds six months. This may have significant consequences regarding the
establishment respectively composition of co-determined supervisory boards as there will be some companies which will reach the required
thresholds only when considering the temporary employees.

To prevent any circumvention of the provisions of the AUG, the draft sets the requirement that the lease of a temporary employment has to
be explicitly declared as “employee leasing” in the contract. If the lease of an temporary employee is not declared as “employee leasing” an
employment relationship between the temporary employee and the hirer is assumed - even if the temporary employment agency has got
the required permit.

Finally, the draft codifies the jurisdiction regarding the classification of a person as an employee.
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KPMG in Germany

Jetaled Facts

Revenue
in financial year 2015:

billion euros

il

Approxmately

employees at 25 locations

39.8%

Audit Tax Advisory

Audit Tax Advisory Central Services
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Global Japanese Practice in Germany

More than o00 Japanese companies are served by KPMG InGermany
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