KPMG

April Asset Management
Webinar Series

Each Wednesday in April 2025 from 10.00 to 10.30am



o wehinars:

2 April @ 10am - Should we still worry about fraud?

We explore whether fraud is still a risk we need to worry about. We will discuss recent fraud trends, methods of identification, the
benefits of whistleblowing and the perils of not taking reports seriously.

9 April @ 10am - Navigating change: key trends in asset management

Profitability challenges, technological advancements and regulatory changes are driving disruption in asset management. We will
discuss global industry performance and trends, the associated impact on the sector in Ireland and key considerations for local
management teams.

16 April @ 10am - Human rights and supply chain due diligence for asset managers
Due diligence is increasingly important in sustainability and compliance circles. We explore what DD means in Corporate Sustainability
Reporting Directive (CSRD) and Corporate Sustainability Due Diligence Directive (CSDDD) post Omnibus and the impact on asset
managers with a human rights and bribery risk lens.

23 April @ 10am - Pillar 2 considerations for Funds

Delve into the key considerations for funds under Pillar 2 — not all funds are exempt.

30 April @ 10am - Legal & Regulatory update from KPMG Law

Receive the latest updates on legal and regulatory matters from KPMG Law.
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Platform

Customise your view, engage with the content
and ask questions throughout the webinar.

Use the already visible tools on your dashboard
or the icons on the bottom menu bar to interact:

g & B

Ask Questions Take Action Reactions Speakers
Submit questions to Register for the Share your feedback  View the profiles
our speakers who will upcoming webinars  with emojis during and contact details
answer at the end of and watch the the webinar. of our today’s

the webinar. previous sessions. speakers.
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Today's topic and speakers:

Pillar 2 considerations for Funds

When are funds in scope of Pillar 2 taxation & what exemptions and
special treatments may apply?

Moderator: Gary Fitzpatrick
Principal, Asset Management Audit

Gareth Bryan

Partner, Financial Services

email: qary.fitzpatrick@kpma.ie email: gareth.bryan@kpmg.ie
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Content:
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04
05
06

Overview of Pillar 2 GIoBE Rules

Exclusions for Investment Entities
Funds which are not Excluded Entities
Flow-through Entities

Securitisation Entities

UTPR: US Countermeasures
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Overview of Pilia
GIOBE Rules



Pillar Two GloBE Rules: Overview of Key Principles

@ Scope &=” Collection Mechanisms

> Global Minimum Effective Tax Rate (ETR) of 15% on 1) Parent Country (Income Inclusion Rule ("lIR"))
a Jurisdictional basis 2) Local Country (Qualified Domestic Top-up Tax —

» Based on financial accounting (adjusted) income and ("“QDTT?)) .
tax expense (including certain deferred tax expenses) 3) Backstop — Other Group Countries — (Under Taxed

> Large MNE Groups & EU domestic groups — Global Profits Rule ("UTPR?))
revenue €750m+

» Joint Ventures 50%+ owned by in-scope groups &
accounted for under ‘equity method’

» Groups covered by accounting consolidation ¥
exemptions = Transitional Safe Harbours

> De minimis test

T=> Compliance and reporting > Simplified ETR test
— > Routine Profits test

» Financial reporting (provisions and disclosures)

» GIloBE information return and local payment and filing
obligations
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Exclusions for Investment Entities

@ GloBE Rules Exemption Irish Rules Exemption

s Exclusion from IIR (& UTPR) for Investment Entity that % Exclusion from QDTT (in Ireland) for a standalone

is an Ultimate Parent Entity (UPE) investment undertaking:
s Exclusion from QDTT for an Investment Entity » UCITS
Unit trust

< |nvestment Fund or a Real Estate Investment Vehicle, Authorised Investment Company (PLC)

< An entity where 95%+ of its value is owned (directly or Common Contractual Fund

indirectly) by an Investment Fund or Real Estate
Investment Vehicle which operates (almost) exclusively
to hold assets / invest funds for the benefit of that entity

V V V V V

Investment Limited Partnership

s An entity where 85%-+ of its value is owned (directly or
indirectly) by an Investment Fund or Real Estate
Investment Vehicle provided that substantially all of the
income of the entity is derived from dividends or equity
gains or losses that are excluded from tax under QDTT

% Insurance Investment Entity

EHZE | 9



Investment Fund| Real Estate Inv.

Vehicle | Insurance Inv. Entity

p_
E Investment Fund

\/
0’0

X/ /
0’0 0’0

>

L)

Designed to pool financial or non-financial assets
from a number of investors, some of which are

not connected

Invests in accordance with defined investment policy
Allows investors to reduce transaction, research and
analytical costs or to spread risk collectively

Main purpose is the generation of investment income
or gains, or protection against a particular or general
event or outcome

Investors have a right to return from the assets of
the fund or income earned on those assets, based
on the contribution they made

Is (or its management is) subject to the regulatory
regime, including appropriate anti-money laundering
and investor protection regulation for investment
funds in the jurisdiction in which it is established or
managed

Managed by investment fund management
professionals

% Holds predominantly immovable property, and

% Subject to a tax system designed to achieve a
single level of taxation on the income, gains or
profits of the entity (at entity level or investor
level) with the deferral of tax of no more than 1
year from the end of the accounting period in
which the income, profits or gains arises

AN,
Y
v
Would be an Investment Fund or a Real Estate
Investment Vehicle if :

Insurance Investment Entity

> it had not been established in relation to liabilities
under an insurance or annuity contract, and

» it were not wholly owned by an entity that is
subject to regulation in the jurisdiction where it is
located as an insurance company
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Funds which are not Excluded Entities

% General Rule

\/
0’0

\/
0’0

Pillar Two applies jurisdictional blending

Requires ETR calculations done by taking all of
the income of, and taxes paid by, the members of
the same MNE group that are resident in the
same jurisdiction together in a single, joint
calculation

Where the effective tax rate is below 15% and, as
a result, additional tax is due, the amount to be
paid by each entity is essentially based on a pro
rata allocation to each of the group members.

This could easily result in a disproportionately
high or low allocation of Pillar Two taxes to a
particular entity relative to what it would have paid
if assessed independently.

= »
E'i Investment Entities

\/
0’0

\/
0’0

*
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Special rule applies to investment entities

ETR calculated separately from ETR of the
jurisdiction in which it is located.

Does not apply where the investment entity is a
Tax Transparent Entity (or is treated as one by
election) or where the Taxable Distribution
Method applies to it (discussed below).

If there is more than one investment entity located
in the same jurisdiction, a joint calculation is done
in respect of all of the investment entities



Funds which are not Excluded Entities

-
Tax Transparency Election E_): Taxable Distribution Method
% May elect to treat an Investment Entity or an % A group company (that is not itself an Investment
Insurance Investment Entity as a Tax Transparent Entity) may elect to apply the Taxable Distribution
Entity if the owner (group shareholder) is subject Method with respect to its investment in a
to tax under a mark-to-market (or similar regime) subsidiary Investment Entity if the shareholder
at a 15%-+ rate. can be reasonably expected to be subject to tax

on distributions from the Investment Entity at a

+* Five-Year Election.
15%+ tax rate.

% If election is revoked, gain or loss from the
disposition of an asset or liability held by the
Investment Entity is determined based on the fair
value of the assets or liabilities on the first day of
the revocation year.

*

D)

» The investor’s share of the Investment Entity’s
income is excluded from the MNE Group’s GloBE
Income or Loss computations so long as it is
distributed (or deemed distributed) to the investor
within four years (tax deferral).

L)
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Flow-through Entities

o
%\ Tax Transparent Funds ( } Reverse Hybrid Entities

% Flow-through Entity s A Flow-through Entity is a Reverse Hybrid Entity
» Fiscally transparent in the jurisdiction where with respect to its 'ncome, expe_ndlture, profit or
it was created unless it is tax resident and loss to the extent that it is not fiscally transparent
subject to a covered tax on its income or in the jurisdiction in which its owner is located.
profit in another jurisdiction % Income not allocated to members (under Tax

% Tax Transparent Entity Transparent Entity rules) remain allocated to the

_ L Reverse Hybrid Entity
» Flow-Through Entity to the extent it is also

treated as fiscally transparent in the % Reverse Hybrid Entity is considered “stateless” so
jurisdiction in which its owners / investor are cannot be taxed under QDTT
located (provided that that it does not have a % Reverse Hybrid Entity is taxable under IIR (and

place of business in the jurisdiction where it UTPR)
was created and its income is not
attributable to a permanent establishment.)

» Income (and taxes) of Tax Transparent
Entity are allocated to their members in
proportion to their ownership interests






SecuritisationEntities

é Acquittal to QDTT E Securitisation Entity QSecuritisation Arrangement

X/

s A qualifying securitisation A participant in a securitisation % An arrangement that:
entity is not charged with arrangement that:

L)

any QDTT where there is
at least one non-
securitisation entity in the
same jurisdiction

Any QDDT payable for
the group (including in
respect of the
securitisation entity’s
profits) is allocated to the
other local group
members

» solely carries out activities
that facilitate securitisation
arrangements, and

» grants security over its
assets in favour of its
creditors, and

» pays out all cash received
to its creditors annually
(other than amounts to be
retained for equity holders,
or used for future costs, or
needed to maintain
creditworthiness, and

» reserves profits for equity

holders that is negligible
relative to its revenues

» is pooling and repackaging
a portfolio of (or exposures
to) assets for investors (that
are not members of the
same MNE group) in a
manner that legally
segregates one or more
identified pools assets, and

» contractually limits investors
from the exposure to
insolvency risks of the asset
holder by controlling the
ability of creditors to make
claims against (by legally
binding contractual means)
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Transitional UTPR Safe Harbour

@ Safe Harbour Practical considerations

*» Elective Transitional UTPR Safe Harbour applicable * In practical terms, the Transitional UTPR Safe Harbour
where the UPE jurisdiction’s nominal corporate tax rate is beneficial in circumstances when:
Is at least 20% » The UPE jurisdiction profits are subject to a low

ETR (as determined for GIoBE purposes),

: : : » The MNE Group’s UPE is located in a jurisdiction
Application period that does not implementa QDMTT, and

» The MNE group has an entity in a jurisdiction that
will implement a UTPR effective in 2025 or earlier

% UTPR Top-up Tax deemed to be zero for fiscal years
that begin on or before 31 December 2025, and end
before 31 December 2026 (i.e., FY 2024 and FY 2025
for calendar year taxpayers)
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Proposed US Gountermeasures

Defending American Jobs and A Urfale T Brevemilen Ach
Investment Act

s Proposed legislation to apply to US source income + Base Erosion and Anti-Abuse Tax (BEAT) designed to

earned by persons in a jurisdiction that imposes UTPR prevent tax avoidance by shifting profits out of the US:
or a digital services tax (DST):

» Applies to corporations with average annual gross
» Deny benefits of reduced withholding taxes under receipts of at least $500 million.
any double taxation treaty with the US (domestic

_ ) » Applies if base erosion payments exceed 3% (2%
withholding rate generally 30%).

for certain financial firms) of their total deductions.
» Impose additional 5% tax each year for four years

_ : » Functions as a minimum tax: Pay BEAT if it exceeds
on US income (reaching 20% after four years).

regular income tax liability: 10% of modified taxable
» Extension of UTPR safe harbour not sufficient to income (rate increase to 12.5% in 2026).
turn off retaliatory measure.

*

L)

o,

» Proposed legislation to apply if any foreign entity in a
UTPR jurisdiction (not applicable to US owned groups):

» Remove $500 million threshold

» Remove 3% base erosion floor

» Treat 50% of COGS as base erosion tax benefit
» Eliminate certain exemptions / exceptions

» Bring forward rate increase to 12.5%



Questions
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