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Trends

: Navigating toward a new normal: 2023
,"\\ Deloitte corporate travel study
WSS
Published: April 2023 | Read more
Tax Transformation Trends 2023

The growth of live events and the easing of
restrictions are major drivers of the expected increase
in travel. International trips and industry events are
leading the way in travel recovery.

Published: October 2023 | Read more

Tax and regulatory changes, such as the OECD Pillar Two and ESG
measures, prompting companies to address long-standing data

challenges.
F N .
Upward climb with uphill struggles: 2024 Global Talent
/* 2024 Deloitte corporate travel study Mobility Survey
V&
Published: July 2024 | Read more Published: June 2024 | Read more
While fewer workers travel for sales and project work, those who The revival of business travel, coupled with
do are on the road frequently. One in five frequent travelers say heightened expectations for hybrid and remote work
they travel for sales or project work more than once a month. assignments, is driving many employers to proactively

manage potential risks.
About three in 10 travelers say they never book trips through
corporate online booking tools or agents. Most travelers book at
least some of their trips through unmanaged channels.
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https://www.deloitte.com/global/en/services/tax/perspectives/ges-future-of-mobility-survey.html
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https://www.deloitte.com/global/en/services/tax/research/tax-transformation-trends.html
https://www2.deloitte.com/us/en/insights/focus/transportation/corporate-business-travel-survey-2024.html/#corporate-travel

What are the issues?

Global business travelers have the potential to trigger a compliance or withholding obligation at an individual or
corporate level

Additionally, employees

Traveling employees are are not usually covered Which may lead to potential On top of these exposures,
potentially to another under short-term tax and/or social security we’ve seen a Gl'obal t.rend for
jurisdiction’s tax and relocation or liability in both the home & revenue au'thorlty attitudes to
immigration regime assignment policy destination countries tighten up

This may resultin a
possible cross charge of
loaded employment or

travel costs for the

employer

These employees
frequently fall
below the radar

Resulting in increasing
pressure on global
organizations to initiate and
show a robust process
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What are the risk associated with business travel?

Employer Employee

Payroll, income and social tax Tax filings
Host and home payroll reporting and withholding requirements Tax ID registrations
Employer social security obligations; not always in line with Individual income tax return filing requirements, including treaty-
income tax withholding obligations based returns
Incremental employee income and social tax costs (if equalized) More complex tax filings

Corporate tax Income and social tax
Permanent Establishment and how the travelers’ activities create Incremental income and social tax costs
a PE and tax filing requirements for the employer Cash flows from duplicate withholdings

Immigration Immigration
Obtaining correct visas and work permits Risks associated with entering a jurisdiction on the wrong visa

Commercial After-tax pay
Accuracy of the costs of business travel for project or product Equalization
budgeting purposes Responsible for own taxes

Labor law / EU PWD
Presence of business travelers in another jurisdiction can expose
the Company to labor laws of that jurisdiction
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What are other companies doing?
A range of approaches in the market

Post-travel @ @
_

Pre-travel

v

Pro-active

* Ignoringtheissue or * Inthe process of * Tracking on a defined
intending to take no action identifying employee population of employees or for
« Concerned or interested populations for which a select set of geographies
to the point of exploring some action is reasonable * Actively managing, tracking
withholding obligations * Quantified exposure and and mitigating on
- Seeking to quantify exposure developed some type of widespread basis
and/or determine what, if initiation plan * Fully initiated with
anything, should be done * Inthe process of automated processes
initiating a process on a * Understand the risk and
limited basis liability of the business travel
* Developed basic process population before the
with minimal employee employee has traveled
® tracking ® )t
No process in place in managing Business traveler tracking & Pro-active management to
or tracking business travelers reporting and assessment of intervene and prevent adverse
historic positions positions from arising
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Data sources used to identify business travel

© 2024. For information, contact Deloitte

Mobile Phone
Records

Cost Allocations

Employee
Demographic
Info (HRIS)

Time Keeping
Systems

HR Data

Mobile
Applications

Expense Reports

Security Badge
Scans

Corporate Jet
Logs

Corporate
Network Logins

Travel Reports

Immigration
Reports

PWD (Posted
Worker
Directive)
Notification
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Our business travel technology and process approach

Deloitte’s highly consultative service, enabled by technology, supports an end-to-end process beginning with policy and
program design, supporting automated risk assessments and initiating and performing downstream services.

Analytics of your
Technology and Process
landscape

Process design

Technology design

Communication strategy

Implementation process
and timeline

* Flexible integration architecture including
Concur, Travel solutions and Payroll systems

* Easily configured logic

according to your business rules

* Superior security

governance for your data & information

Pre-initiation Steps Data Management Technical Analysis & Policy Outputs

HRIS profile with core details Data needed

* Trip data
 Purpose of travel

Itinerary and risk assessment BTA employee

result output shared

Booking made/
recorded via Travel Provider
(AMEX, Cytric, Concur...)

Posted Workers Directive

Work Authorization

Pre-travel
stage

Certificates of Coverage/
Al filing

Travel Reports

Deloitte
Logical Rules

Engine

Expense
Reports

Alternative
data services

Smooth data collection and clear employee communications
Visibility to business travel impact through employee
validation

Increased transparency for employee travel-related tax
requirements

* % %

*Dashboards display and reconcile pre-travel downstream activities

© 2024. For information, contact Deloitte

National Income Tax

Post-Travel
dashboards

Payroll

* Simplify individual compliance and meet
travel-related tax obligations

Ease individual tax filings related to
domestic travel

Munich International Tax Forum | September 26/27, 2024

Tax return services

Payroll allocation

Posted Workers Directive Post-Travel
registration

- Work authorization

Certificates of Coverage/
> Al filing

stage

* Manage payroll reporting and withhold taxes

* Reduce exposure for payroll tax compliance

* Reduce burden of audit compliance response



Business travel analytics

Designed to manage corporate travel risks and provide a managed service through regular data and analysis updates—
leveraging our vast experience in tax, social security, legal, technology, and analytics.

Business Travel Analytics offers a fully integrated service across a number of areas, including:

IDENTIFICATION

* Who is travelling?
* Where are they travelling to and for how long?
* What are they doing in that particular location?

IDENTIFICATION

ANALYSIS

ANALYSIS Modular approach:

* Income tax * Posted Worker Directive
* Social security * Commuter
¢ Permanent establishment ¢ Remote Work

* Immigration
INTEGRATION
INTEGRATION
________________________________________________________________________________________________________________|
* Ajoined up methodology
* Integration of your existing service providers
* A consolidated and reliable view of your business travel population

Business Travel Analytics enables businesses to assess the potential compliance risks and liabilities in relation to their travel and allows for the required safeguarding actions to be
taken in due time, pre-travel and post-travel.

2024. For information, contact Deloitte Munich International Tax Forum | September 26/27, 2024
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Business travel analytics

Dynamic and customizable reports that illustrate pre-travel considerations, identify employee travel patterns, flag the jurisdictions in which employees have triggered potential tax
filing obligations, and those individuals approaching thresholds. All reports will be customized to align with your requirements to support processes, decision making, internal
reporting, and other management requirements.

OVERVIEW HIGH VOLUME ASSESSMENT " Hypothetical Tax Calculation
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Analytic screenshots

NATIONAL TAXES UK APPENDIX IV FILING SOCIAL SECURITY

Deloitte. TrpRetall

- s . * An organization can use this dashboard to review
* Analyzes the taxability of individuals travelling . .
between 80 tax jurisdictions. and downlotad information needed for the UK * Enables businesses to assess the potential social
I Y T A _ STBV reporting. security risks and liabilities in relation to their
* Helps tracking travelers based on the number o . . -
2 . : . * This can be configured for your specifics that we travel.
days spent in each jurisdiction.

can discuss during initiation phase.
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Analytic screenshots

IMMIGRATION

* An organization can review historic immigration
compliance across the enterprise, with the results
visualized via an interactive dashboard.

© 2024. For information, contact Deloitte

PE RISK FACTOR ANALYSIS

TRAVEL EXPENSE

PE Risk Factor analysis processes large volumes of
business travel related data and tests this against
the OECD Model treaty rules to provide a first level
assessment of potential PE risk factors.

* An organization is able to carry out travel cost
analysis. Costs can be analyzed across business
units, staff grades, geographies, as well as travel
carriers.

* This analysis can improve understanding of
adherence to travel policies as well as provide
insight for procurement teams on travel spend.

Munich International Tax Forum | September 26/27, 2024
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Permanent establishment
What are the issues?

Corporate income tax can be triggered when a non-resident entity creates a taxable presence (permanent establishment or PE) in another jurisdiction.

Taxable presence is created by a non-resident
company when it:

* A fixed place of business in the other state through
which the trade of that company is carried on.

* An agent, other than one who is of independent
status, who habitually exercises the right to
conclude contracts on behalf of the non-resident
company.

* Aservice PE is a taxable presence created when a
foreign enterprise provides services in another
country for a significant duration, leading to tax
obligations in that host country based on bilateral
tax treaties and domestic laws.

Certain countries (China and Canada) have incorporated

services PE provisions in their treaties with the US

2024. For information, contact Deloitte

Implications of creating a PE?

The non-resident company will be taxed on the profits which are
generated through the activities in that tax jurisdiction

File a tax return

File statutory accounts

The employees of an entity with a PE may not be eligible for tax
relief under the Dependent Personal Services article of the
relevant income tax treaty

Potential exposure to tax audits focused on determining the
revenues associated with the activities conducted in the
jurisdiction with the PE

Munich International Tax Forum | September 26/27, 2024
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Permanent establishment

Our approach
Our PE tool focuses on the simplicity and technology to process large volumes of business travel related data and to test this against the OECD Model treaty
rules.
What data can be used to identify PE risk?
1 Home Entity details ) ) ,
What does high risk mean in terms of
the data and organization?
2 Destination City details
The purpose of our tool is to highlight potential PE risks which could lead to
further investigation.
3 Dates of Travel High risk could mean that a PE has been created in another location which
would potentially necessitate a full assessment.
The main configuration is around the business function, grade data fields, and
4 purpose of travel which would be configured to your business structure.
5 Individual Grades
6 Purpose of Travel / Activity

2024. For information, contact Deloitte Munich International Tax Forum | September 26/27, 2024
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Permanent establishment
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What is the aim of a risk assessment?
Understand actual data in order to prioritize

A risk assessment will allow you to focus on key areas of risk and those issues to be well defined within the business. This will help to design a formal
business traveler process and define a policy that best suits the organization. The outcome will be a detailed report quantifying potential exposures and risks.

Identify and analyze
* |dentify travel, including volume,
frequency, and destinations

* Apply domestic and double-tax
treaty technical rules

* Analyze statutory and regulatory
guidance for nonresident taxation

* Apportion income across
jurisdictions based on days
traveled

© 2024. For information, contact Deloitte

Quantify risk exposure

* Quantify potential exposure and
provide estimates of tax, penalties on
a jurisdiction-by-jurisdiction basis

* Prioritize different countries
and/or risk areas (e.g., pay
grade, level, business unit)

* Optimize talent to prioritize focus on
areas of greatest impact

Design the process

e Compile traveler data into
manageable data points

* Discuss requirements for
compliance based on travel data

* Enhance understanding of
workforce deployment to facilitate
business decision making

Munich International Tax Forum | September 26/27, 2024
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Business travel risk assessment
Key benefits

Gauge the levels of risk with your business
traveler population and tackle the issue
with business travelers at a global level.

before deciding on a (full) solution.

@ Understand the scale of the problem

Identify key risks through a joined up approach,
defined by what is contained in data sources

rather than specific locations.

2024. For information, contact Deloitte

Comply with expectations of local tax
authorities to have a system in place and a
better understanding of risk in other areas.

Mitigate the risk of future penalties and
interest for non-compliance.

Consider other risks i.e. social security, and
permanent establishment risk before
commitment to them as part of a managed
service.

Explore your datasets in detail and design a
suitable business travel policy.

Take targeted action with a strategic
view to enable a suitable policy

These are integrated within the solution to allow
ongoing management of business travel against both
established technical rules and company policy.

Munich International Tax Forum | September 26/27, 2024
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Data needed for an analysis

To conduct the business travel risk assessment, we have identified information sources to extract from your system.

HRIS Data (ex. SuccessFactors, Workday) Travel Data (ex. Cytric, AMEX, Concur)

Expense Reimbursement

System Data (ex. Cytric, Concur) LeleiCEE

° Employee identification number ° Employee identification number
° Primary work location — countryand e Trip origin location: Country and
State (Two-character I1SO Code)

state (Two-character ISO Code)

° Legal entity employing individual ° Trip destination: Country and State

° Job title / grade (Two-character ISO Code)

° Compensation data or compensation e Trip start date

scenarios for quantifying risk . Trip end date
exposure* ° Transaction code
(refunds/exchanges)

*If you prefer, we can also assume €75,000 as base compensation for all employees in order to come up with tax exposure.

© 2024. For information, contact Deloitte

Employee identification number . Corporate legal entity structure
Location expense incurred - Country e List of roles within the organization
and State(Two-character ISO Code) and high vs low ranking of risk
Date expense incurred

Hotel check-in date

Hotel check-out date

Expense type

Expense data source

Munich International Tax Forum | September 26/27, 2024 22
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Insights into the volume and patterns of the business travel

International business travelers 4.110
Number of distinct International trips 31.170
International travel days 152.865
Canada 1.410
United States 1.140
Top international destinations (by number of travelers) Netherlands 1.110
France 990
United Kingdom 900
Germany to Canada 1.410
Top international routes (by number of travelers) United States to United Kingdom 1.080
Germany to Netherlands 750

© 2024. For information, contact Deloitte Munich International Tax Forum | September 26/27, 2024 24



Create visibility to the income tax liabilities of employees that travel

Unallocated Compensation

DEN G EY

Estimated Income Tax Exposure

% of Exposure

Argentina €456.538 €159.788 36%
Bl colombia €294.225 €97.094 22%
" south Korea £€187.500 €71.250 16%
| United States €110.363 €43.704 10%

€76.938 €30.775 7%

€204.975 €30.746 7%
Uruguay €50.625 €15.188 3%
Total €1.381.163 €448.545 100%

Number of travelers triggering personal income tax liabilities

5% of business travelers triggered a tax 60 30

liability in at least one additional 60
jurisdiction

210

120

330

60

© 2024. For information, contact Deloitte
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Understand the impact of establishing a threshold for taking action

% of Total Projected Tax

Travel Duration Impacted Employees % of Impacted Employees Projected Tax Exposure Exposure

All taxable travel 870 100% €448.545 100%
Travelers > than 5 workdays in one location 210 24% €303.810 68%
Travelers > than 10 workdays in one location 120 14% €147.420 33%
Travelers > than 15 workdays in one location 30 3% €66.630 15%
Travelers > than 20 workdays in one location 30 3% €66.630 15%

2024. For information, contact Deloitte Munich International Tax Forum | September 26/27, 2024 26



Policy design

A data driven approach to identify travelers to specific destinations or over certain trip lengths

Top 3 locations by numbers of taxable days

Key strategic and growth locations
e.g., Brazil, Hong Kong

Onerous income and social tax locations
e.g., France

Countries with poor tax treaty networks or strict local tax authorities
e.g., China, Latin America

© 2024. For information, contact Deloitte

Sample Coverage

Level

73%

79%

85%

96%

Sample Locations

* France

* Singapore

Munich International Tax Forum | September 26/27, 2024
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Contact us!
Global Employer Services

“ Nina Erdell

Partner — Global Employer Services
Germany | Dusseldorf

Nina is leading the technology and innovation initiatives
within the German Global Employer Services practice. She is
the EMEA Co-Lead for Emerging Workforce Product &
Services. Her specialties are German income tax, wage tax
and international tax law related to manage complex global
workforces.

2024. For information, contact Deloitte

Christian Ozamiz

Senior Manager — Global Employer Services
Germany | Berlin

Christian has profound experience with digital solution
product development. His specialties include bridging the gap
between business and IT departments with deep knowledge
about data analytics, workforce mobility, and process
automation.
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