anly
YUSINeSS
SEIVCeS

uuuuuuuuuu

kkkkkkk



Jtelifs
CUNEL

Family Business Services @

Family business dynamics

Luxembourg at the heart of Europe @

Why Luxembourg?

TN
Governance . 8
N 4
Succession: transmission of wealth
FBS Assessment Tool
FBS European Barometer
Tax environment . 15 ‘1
\7 ,,/

Taxation rules for individuals
Corporate taxation rules
Value Added Tax (VAT)

Accounting

Advisory @

Deal advisory

Market Intelligence tool

Why KPMG Luxembourg?

Family Business Services
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FAMily DUSINBSS dynamics

Family Business Services - KPMG Global

Family businesses are unique: at the core lies an important dynamic connecting the family and the business,
which offers both opportunities and challenges. Surrounding each decision are strong family values that can
serve as a navigational force. KPMG's advisers understand the dynamics of a successful family-run business
and can provide tailored advice throughout the company lifecycle.

Transition

Governance

m Family Business Services



FAMily DUSINBSS dynamics

Growth

e Develop long-term growth strategies
e Optimise operations and profits

e Foster entrepreneurship within the business

& Risk

e Understand the appetite for risk

¢ Manage technological, financial,
and operational risks

e Protect the reputation of the family
and the business

¢ Design and implement controls

m Governance

e Structure the business and its ownership
for the future

e Sustain family values and an aligned vision

e Understand the role of the family in
decision-making

e Maintain family harmony

Wealth

e Secure and maximise family wealth
e Diversify family assets
e Ensure a tax-effective wealth strategy

e Secure trust and estate plans

Transition

* Engage the next generation

e Handle transition management and/or ownership

e Ensure a tax-effective transfer of ownership

* Review exit strategies

People

¢ Develop and retain family and non-family talent

e Set clear roles and responsibilities

e Establish remuneration and employment policies

Family Business Services
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Ny LUXemBourg:

Political and
economic
stability

AAA rating

20%
debt-to-GDP
ratio

Gateway
to Europe

Inclusive and
multicultural

China’s bridge
to EU

High-quality
infrastructure

Investment
and RDI

Unique level
of insurance
protection

Business-
friendly

Interconnectivity
with other
financial centres

Connectivity

Leading
financial
centre in EU

2" largest
investment
fund
worldwide

Luxembourg is situated at the crossroads of Belgium, France, and Germany, and has evolved into a leading,
safe, and accessible business centre. The country’s financial sector represents an impressive hub of
expertise and experience, and is widely recognised as a leader in wealth management.

Family Business Services 6
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“Luxembourg has built up a unique long-standing expertise in providing compliant tailo-made solutions to
international clients with complex multi-jurisdictional issues who wish to develop and transmit their wealth.”

Pierre Gramegna, Luxembourg Finance Minister

m Family Business Services 7
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Governance o

Decision-making process

Define a clear and
transparent company
governance to
ensure continuity in
the family business.

Better to choose
Who will be a family member

the daily manager? or someone outside
the organisation?

Key skills

Which management
skills and expertise
are missing in
the family?

Is the decision-
making process
efficient?

Roles and responsibilities of each member

Do employees
adhere to the actual

management of
the company?

Decision-making Family Key
process vision skills

. IR = I iimmmmee

Roles and
Division responsibilities Family
of tasks of each team chart
member

—|NNNNNNNNNED |  [Emm——
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SUCCESSION:

Introduction

The transfer from one generation to another is often
relying on a good timing which implies anticipating
the transmission of the estate and answering

a number of questions that will undoubtedly
influence the values and the vision of the family.

Estate transfers can be done during the lifetime

of the owner (“donation”) or upon his/her passing
away ("“inheritance”). Successfully transferring
wealth down to the next generation is often a
matter of timing—many factors must be considered,
from tax and governance to the family’s vision and
temperament.

A lot of key elements will have to be taken into
consideration to determine what will happen next
and what will be put into action to experience

a successful transmission.

Tax burden

Donation: transfer of an estate valued at €10 million
in direct line.

)
4

ANSMISSIoN of wea

Family business transfer on retirement
Figure 2c: tax due after exemptions

This figure shows an overview of the final tax result
across the 65 countries, regions and jurisdictions
on the same retirement transfer after available
exemptions and reliefs are applied.

Venezuela
Canada
Brazil
Barbados
Uruguay

US - High tax
US - Low tax
Colombia
Mexico
Argentina

uoljjiw €8 < .

sesRWY

South Africa
Jordan
Greece
Turkey
Malta
France
Ireland
Finland
Congo
Netherlands
Luxembourg
Morocco
Monaco
Spain
Gibraltar
Austria
Israel
Germany
UK
Portugal
Cyprus
Belgium
Pakistan
Croatia
Czech Republic
Guernsey
Hungary
India
Isle of Man
Italy
Jersey
Kuwait
Nigeria
Norway
Oman
Poland
Romania
Russia
Saudi Arabia
Slovakia
Sweden
Switzerland
Tunisia
United Arab Emirates | | | | | | | |
Australia |
Japan |

|

|

]

| ]

o ge-uoyw Lo il

uoljiw 18 > .

VINT

Taiwan

Thailand

Vietnam
Philippines
Singapore |

Hong Kong (SAR) |

China |

Indonesia |

New Zealand |

Tax due in euros 0 500,000 1,500,000 2,500,000 3,500,000

Source: Global Family Business Tax Monitor, KPMG, 2018
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Tax burden

Inheritance: transfer of an estate valued at €10

million in direct line.
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Family business transfer through inheritance
Figure 1c: tax due after exemptions

This figure shows an overview of the final tax result

across the 65 countries, regions and jurisdictions

on the same transfer after available exemptions and

reliefs are applied.
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Source: Global Family Business Tax Monitor, KPMG, 2018
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SUCCESSION:

How can we help?

Our team:

Our team can play an important role passing down a
family business, for which a step-by-step strategy will
be crucial. We can help you define the legal and tax
setup through:

e Evaluating how realistic your goals are

e Documenting the succession plan in its entirety
(whether to a family member or not)

¢ Detailing the financial implications of
the succession
Luxembourg is attractive for wealth transfers

No inheritance
tax for direct

transfers Reserved Spouse has
between - a determined
heirs.
spouses/ part.
equivalent.

I I
Luxembourg Depends on There are no
is competitive the relation double tax
compared to between heir treaties for
neighbouring and value of inheritance

countries. the estate. tax.

ANSMISSIoN of wea

Added value

KPMG Luxembourg is here to:
* Help optimise your tax situation

¢ Align your global vision to the needs, goals,
and interests of the family

® Assist the successor in taking over

We believe strongly in investing our time in
understanding the family story.

Family Business Services 12



FBS Assessment Too o

This online diagnostic tool, developed by the KPMG Global Center of Excellence for Family Business,
helps family businesses evaluate their issues and capabilities.

Through an online questionnaire, the tool covers seven main aspects of a family business: succession
and next generation, governance, growth, assurance, exit strategies, wealth preservation, and philanthropy.
It can be taken by one or several family members, as well as by non-family managers.

After the questionnaire is completed, your KPMG contact will organise a debrief meeting with you to discuss
the results, including the gaps, disparities, and opportunities therein.

s . 0 hi Business
. ccession ners ;
Succession and Y : w P leadership
next generation . .
Family L Business
n " unity Sustainability strategy
overnance -
8 Growth
G h c strategy
rowt *
8 Control Financing Tax management
A ":’ and optimisation
ssurance =
g Diversification
2 of wealth
Exil strategies > ———
= Asset
Wealth g preservation
preservation LL
Charity

Philanthropy

Following the debrief, our team would be uniquely placed to continue advising you on the opportunities
and challenges associated with the next steps.

Our Family Business Services practice area is active in national and international estate planning.
We are a multidisciplinary team experienced in nearly every aspect of family business structuring,
from private tax issues to international inheritance.

m Family Business Services 13
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In this sixth European Business Barometer, European
Family Businesses (EFB) and KPMG Enterprise once again
seek to bring insight on the confidence levels of family
business, the challenges affecting their operations and the
solutions and unified approach that they take to ensure

sustainable growth.

Family businesses help drive the European
economy. "With more than 14 million
family businesses providing over 60

million private sector jobs in Europe, their
importance to the economy cannot be
overestimated. ?In some countries, they
represent anywhere from 55 to 90 percent
of all businesses. With such an important
role in the health of the European
economy, these businesses are using
their collective strangth to make sure their
voices are heard. They stand united in
their opinion that govemments can — and
should — do more and work together to
help family businesses succeed.

Our annual barometer survey results
since 2013 have shown that confidence
continues to ba gaining momentum. As
Europe moves away from the 2008 debt
crisis and shows continued recovery,

the optimism of thesa business owners
remains steady. In this report, we see that
71% of family businesses showed overall
confidence in their economic outlook for
the year ahead.

Looking back over the past year, it has
been a good period for many businesses,
with the majority reporting positive
resuits. Increased tumover was reported
by 57% of respondents, with only 13%
axperiencing a decline.

1: Sowree: https s sets. kprg comicomanidam/hanmgpdl/2015/1 2/european-famiy-business-trends 2015 pat
2: Sowree: hitpa:iessets. kpmg comfconantidam/ipmgipdl/2015/12/eurepesn-family.business-ends 2015 pat

©2017 KPMG ntemational Cooparatve ["KPMG Intamational™). KPMG Intemationsl providos no diant sarvioas and
152 Swiss ontity with which tha Indopandent mambar finms of o KPMG natwork aro smiatod. All ights rasonved.

7o)

6" European Family Business Barometer

About EFB report

Our annual survey this year received more than

1,100 responses from family business owners across
Europe, uncovering their continued confidence for
the future of their businesses and family ties to the
business. Despite ongoing challenges, it appears that
these businesses are moving forward confidently and
planning to reinvest their profits into their businesses
and seeking new opportunities that will enable them
to foster sustainable growth.

Family Business Services 14
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Taxation for Luxembourg resident

Tax year
The tax year corresponds to the calendar year.

Tax rates

Progressive tax rates ranging from 0% to 44.69%
apply to taxable income not exceeding €200,004
(€400,008 for couples taxed jointly). A rate of 45.78%
applies to the portion of taxable income exceeding
€200,004 (€400,008 for couples taxed jointly).

The calculation of Luxembourg income taxes depends
on the taxable income and the individual's family
status, i.e. the tax class.
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Categories of income

Income from
commercial activities

Income from independent activities
(including directors’ fees)

Income from agricultural /
forestry activities

Employment
income

Pension
income

Investment
(dividend and interest) income

Rental and
royalty income

Miscellaneous income
(including capital gains)

Taxable basis

Individual liability for Luxembourg tax is determined
by residence status.

e | uxembourg tax residents are taxable on
their worldwide income in Luxembourg
(with treaty reliefs where applicable).

¢ | uxembourg non-residents are taxable on
their Luxembourg-sourced income only.

Family Business Services 16
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Step-up in basis

Imagine an individual taxpayer who transfers his tax
residency to Luxembourg. The acquisition price of

his shares and convertible loans (where he participates
at over 10%) would be the market value of said assets
at the date on which he became a Luxembourg-
resident taxpayer.

Foreign tax resident
Acquisition price of the share = 8

Transfer of residence to Luxembourg
market value of the share = 20

noiduas <

The initial acquisition date of the transferred assets
is still used, however, to calculate the holding period.

Such taxpayers will not be taxed in Luxembourg
on the latent capital gains of these assets prior to
their transfer of residence.

Luxembourg tax resident
Sale price of the share = 30

N

€

purchase of shares
>10% shareholding

BEFORE

Taxable Income

STEP UP ’e

Taxable Income

30

-20

Luxembourg tax 10
resident

Unrealized capital gains existing on assets upon
transfer of tax residence to Luxembourg

=P not taxed in Luxembourg

Family Business Services 17
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How can we help ?

Want to know more about your Luxembourg individual taxes? Try our KPMG Luxembourg Tax Calculator
at www.kpmgtaxcalculator.lu.

mobility services

Tax-efficient Directors,
remuneration entrepreneurs,
and investors

m Family Business Services 18
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Comorate taxationilies <

Luxembourg investment vehicles

More
regulated

Less
flexible

Characteristics

Less
regulated

Non
regulated

SICAR SIF

flexible

SPF

Restricted to acquisition,

holding, and liquidation
of financial assets

* Non regulared, unless it issues
public bonds on continous manner

SOPARFI SIF
High flexibility,

Financing and holding
of participations

but subject to
regulatory approval

Asset evaluation
according to adopted

Asset evaluation
according to adopted

Assets evaluated
at fair

Governance accounting standard accounting standard market value
0.25% of the total capital 27.08% CIT (2017) 0.01% of the net value of
paid and premium issued the assets, but exempt

Taxation (if applicable) 0.5% NWT under certain conditions

RAIF SV SCSp
High flexibility,
High flexibility and no but subject High flexibility and no

Characteristics

regulatory approval

to regulatory approval

regulatory approval

Governance

Assets evaluated at fair

market value

Assets evaluated at fair

market value

Optional evaluation
standard decision by
the shareholder

Taxation

0.01% of the net value of

the assets, but exempt

under certain conditions

Special regime and
NWT exemption

Not subject to taxation

KPMG

Family Business Services 19
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Attractive tax environment

Main Tox Bonoft

Corporate tax rate

¥ Combined corporate tax rate
for the City of Luxembourg is
27.08% in 2017 and 26.01%
in 2018

M Further decreases envisaged
by the government depending
on international developments
(BEPS implementation, etc...)

Net wealth tax

¥ 0.5% levied annually on a
company'’s assets (i.e. unitary
value) as at 1%t January of each
year (based on the company'’s
financial position at the preceding
accounting year-end)

alonies <

Tax efficient holding and
financing jurisdiction

- Participation exemption regime
for dividends and capital gains
(under conditions)

- Investment tax credit
- Multiple tax incentives

¥ No withholding taxes

- Dividends (under conditions),
Interests, Royalties

M Losses can be carried forward
for 17 years

M Awvailability of functional
currency regime for tax
purposes

I Broad tax treaty network

V Investment tax credits

Other Benefits

M Fast implementation of new
EU measures and international
standards

1 Responsive tax authorities
with well established
communication with
the taxpayer

M Tax ruling practice

1 Favorable tax regime for
expatriates: tax relief that
mitigates expenses related
to relocation

M Tax credits for hiring
unemployed people

V1 Extensive investment
protection treaty network

How can we help?

Our dedicated tax compliance team provides our
clients with a complete range of services such as:

Our team of experts is specialised in domestic tax
and international tax. Supporting Luxembourg’s main
actors for years, we aim to remain a trusted advisor
and to deliver the strategic support that would enable
you to provide your clients with the best service whilst @ Local corporate tax advice
maximising your success.

e Transfer pricing policy preparation

e Corporate tax fillings / net wealth tax fillings
e Migration support

e | ocal and international structuring advice

e |nternational tax planning and advice

e |nternational transaction support

e Overview of tax risks and opportunities

e Tax accounting and provision preparation

e Due diligence

Family Business Services 20



VAT inspection

® Personal kick-off meeting

® Full-range status quo VAT
analysis adapted to both
personal and business
circumstances

® Mapping the scope of our VAT
services to individual findings

® Mitigation of personal risks for
those charged with governance

® Implementation of practical
tailor-made VAT solutions
for family businesses

Personalized
VAT service centre

® Ad-hoc assistance via a
dedicated and personalised
VAT hotline

® Holistic VAT support on demand
® Hands-on VAT guidance in
individual business situations:

- Business Founding

- Acquisition and sale of specific
assets

- Restructuring
- Company Succession

Our expert VAT
team can

® Harness synergies by
working with your experts
and executives

® Provide value-adding updates
on global VAT trends and local
market specificities, including in
the fine arts, financial, precious
metals, and digital technologies
sectors

Family Business Services 21




Accounting

Our solutions

¢ We can assist your undertaking for its entire lifespan—from incorporation to liquidation.

¢ We can help with domiciliation, corporate secretarial services, selection of independent managers/directors,

and accounting and tax compliance services.

e \We are experienced in the private equity, real estate, and corporate sectors, among others.

e Our professionals variously have accounting, tax, audit, and legal backgrounds.

e Our advanced technology gives you unigue access to your Luxembourg company’s accounting and
corporate documents.

Tax compliance services
* Preparation, review, and submission of
corporate tax, VAT, and any other tax returns

e Advice on your tax risks and your relationship
with tax authorities

* Assistance with tax authorities’ inquiries and
dispute resolution

¢ Advice on your approach to tax governance and
corporate tax compliance

Incorporation

e Drafting of your company'’s articles of
incorporation

e Opening of a bank account for your company

e Arranging of meetings with the Luxembourg
notary

e Liaising with third parties

Domiciliation

Accounting services

e Bookkeeping in accordance with
Luxembourg law (including directors)

e Preparation of statutory annual
accounts as per Luxembourg regulations

e Periodic reporting packages for group
consolidation purposes

C

e Preparation of consolidated financial
statements

e | uxembourg GAAP and IFRS expertise

e Electronic filing of your company's annual
accounts with the Luxembourg trade register

e Accounting analysis and advice

¢ Providing your company with
a registered address

¢ Helping with renting office space

Corporate secretarial

* Managing of mail correspondence
e Arranging of board and shareholder meetings
e Arranging for payment of invoices

¢ Maintaining the statutory obligations of
your company

Family Business Services
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Jeal AdvIsO

Corporate finance

o

e Pricing analysis
e Opinions on fairness

e Business plan analysis

Deal Advisory

e Financial modelling and simulations

e Purchase price allocation (PPA)

Infrastructure

e Financial modelling

* Valuation

e Financing of acquisitions
e Structured financing

¢ Debt refinancing

* Buy-side advisory
e Sell-side advisory
e Buy-outs

* Debt refinancing

* Mergers

e Joint ventures

I@\

Sell-side assistance

* Analysis of disposal options
 Transaction structuring

* Vendor due diligence (due diligence
commissioned by the seller)

e Closing process assistance / sales and
purchase agreement and negotiation
support

I@\

Buy-side assistance

e Pre-deal evaluation
e Buy-side due diligence

e Transaction structuring
e Contract assistance

e Post-merger integration assistance

I@\

Capital Markets

e Planning and preparation

e Due diligence: investigation of key risks,
value drivers, and impact on the business

e Review areas required for compliance

e Preparation of accounting reports for
publication in the document on historical
financial information and pro forma
financial information

e Co-ordination of the drafting and
production of the prospectus with
regulators, lawyers, and advisers

e Advice on pricing issues in conjunction
with corporate brokers

e Assistance with the preparation of
presentations to institutions

Family Business Services
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Liquidation services

Restructuring vehicles

Planning and initiation of liquidation

e Communication with all parties
e Formal appointment with a notary

e Preparation of all information for submission to
shareholders in advance

e Forecasting of the net asset value; help
addressing rounding issues

e Termination of all contracts and management
of assets

Administration control

¢ Realisation of assets on regulated markets and/or
through market makers

e Distribution to stakeholders

e Treatment of specific requirements such as
distribution in kind, etc...

e Human resources related issues

Closure and follow up

e Ensuring that retail investors are efficiently
communicated with

e Confirmation that all distribution and networking
matters are closed in all relevant countries

Cash and working capital management

e \We work with management to improve cash flow
forecasting and controls

¢ We deliver significant improvements in cash and
working capital

* \We help generate cash and embed a cash-culture
within the business

Lender advisory services

¢ \We provide an independent and unbiased
background understanding of individual situations

e \We can appraise business plans

Operational restructuring services

e Development of robust operational and
financial plans

e Sourcing of interim executives

e Communication with lenders and
other stakeholders

¢ Debt re-organisation / refinancing

Independent business review

e Analysis and explanation of the key reasons
for recent financial underperformance

Family Business Services 25
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Family Business Market Intelligence tool

(%@ 1. SOURCES

Input the sources you need from the web, Gmail,
twitter, internal database, CRM etc... in addition
to pre-set-up sources.

Your bank of sources is easy to manage

2. BOOKMARKS

Create buckets of sources in few clicks in order to
simplify the future searches on multiple sources

3. SEARCH

Search on your bookmarks (buckets of sources)
like a specialized search engine that allows you:

¢ To evoluate the pertinence of your query
e To find related concepts

¢ To find new sources of information

e Etc...

M\ 4. COLLECT - AUTOMATE
@ YOUR SEARCHES

When you identified a “search” that gives you
relevant information, you can add it as a collect in
one click - meaning, this search will be executed
automatically on a regular basis.

The collects can be refined at any time and you
fully master all parameters.

Finally, this system ensure synergies among
an organization as existing collected topics can
be reused by anyone.

KPMG

5. ORGANIZE

Each collected document will be saved under one
or several folders that you defined.

B

Get into the big data tool of AMI Enterprise
Intelligence using a powerful semantic analyze,
cross concept analysis, weak signal identification
etc...

6. ANALYZE

7. OUT-PUTS

Newsletter

Newsletters are automatically created based
on the collected documents and shared on
a defined frequency.

Dashboards

A Dashboard gives you the possibility to tailor
your working environment based on your needs:

China |l Climate Bonds

Climate Bonds Initiative
Los Angeles | uxembourg

Green Bond Market

RSS Feeds

Ad-hoc word document with graphs etc...

Family Business Services 26
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Example

04 Detober 2017
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FAMIly BUSINBSS oBrvIceS

A trusted, experienced team

Why KPMG

Our Family Business Services team is specialised
in family business and cross-border tax.
We are passionate about helping people, from family

business members to professionals in private banking

and wealth management. We would love to become
your adviser and to help you succeed.

Our values

Central to everything we do is trust. We believe
in frank and honest communication, collaboration,
listening, and above all integrity.

Our services

Our approach

As international tax rules evolve and demand more
transparency, and as economic conditions change,
the business landscape is only becoming more
complex. Immediate and innovative answers are
more valuable than ever.

In this context, running a family office comes with
a unique set of challenges—but also opportunities.

Our “best in class” value proposition allows you
to choose from our palette of integrated services,
meaning you can leverage the KPMG difference.

We offer:

¢ A dedicated central point of contact that can align
input from multidisciplinary teams

¢ |Interconnected cross-border solutions

¢ Personalised and innovative strategies for
our clients

¢ Assistance with every step, from brainstorming
to implementation

\ndividuaj

@‘e
«°
P ’@*

tax

Famlly
BLSESS
Services
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Xavier Martinez
Partner

T: +352 22 51 51 - 5345

E: xavier.martinez@kpmg.lu

Henri Prijot

Partner

T: +352 22 51 51 - 5389
E: henri.prijot@kpmg.lu

Audrey Counet
Manager

T: +352 22 51 51 - 5480

E: audrey.counet@kpmg.lu

KPMG Luxembourg, Société coopérative
39, Avenue John F Kennedy
L-1855 Luxembourg

T: +352 22 51 51 1
F: +352 22 51 71
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor

to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate
in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

© 2018 KPMG Luxembourg, Société coopérative, a Luxembourg entity and a member firm of the KPMG network of independent member firms affiliated with KPMG
International Limited, a private English company limited by guarantee. All rights reserved.


http://www.kpmg.lu
https://twitter.com/kpmgluxembourg?lang=en
https://www.linkedin.com/company/kpmg-luxembourg/mycompany/
https://www.facebook.com/kpmgluxembourg/
https://www.instagram.com/kpmgluxembourg/?hl=en
https://www.youtube.com/user/kpmgluxembourg
mailto:valeria.merkel%40kpmg.lu?subject=
mailto:julien.bieber%40kpmg.lu?subject=



