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MITF | Minimum Tax Amendment Act: Development and Outlook

The Implementation Law of the EU Directive 2022/2523 (MinBestRL-UmsG) was passed by the Bundestag on November 10, 2023, with minor amendments, and came
into force on December 28, 2023. The Federal Ministry of Finance has announced that further simplifications of the MinStG will be implemented through an
Amendment Act by the end of 2024. A first draft for discussion of the MinStAnpG was published on August 20, 2024.

Model rules on the
global minimum tax
(Global Anti-Base
Erosion Rules; GloBE)

Examples

Implementation

OECD Commentary with

package with simplifi- publication of the Publication of the Publication of the Publication of\the
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and Penalty Relief) Harbor) ? guidance
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M M\ ()
—/ —/
20.03.2023 07.07.2023 16.08.2023 28.12.2023 20.08.2024
T T 31.12.2024
Publication of the Publication of the Publication of the Entry into force Discussion Directives from Entry into force of the
discussion draft draft bill government draft of the draft Draft bill the Federal Amendment Act
MinBestRL-UmsG MinStAnpG Ministry of
Finance Approval by the
Parlament

& Federal Council

Implementation Laws worldwide: Pillar Two Legislative Tracker
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https://taxcms.deloitte.com/pillartwo

MITF | Backgrounds Pillar Two

The Model Rules and the German law specify the systematic procedure for the analysis and calculation systematics.

@

Constituent Entities GloBE Income Covered Taxes ETR & Top-Up Tax IIR & UTPR

Calculation of the ETR and the
MNE Group Identification of Top-up Tax (x % vs. 15%) with

> € 750 million HB Il Net income Covered Taxes consideration of a Domestic Top-up

Tax and Carve-Outs

Identification of the UPE
(observe top-down and POPE,
among others)

(Proportionate) allocation of top-up
tax to UPE, POPE, etc. (take into
account among other things

Identification of Constituent Entities . _ Adjustments to deferred taxes on Allocation of Top-Up Tax to
(CE) (i.e. Legal Entities & Permanent Additions/deductions temporary Constituent Entities
differences & loss carryforwards (exception: de minimis)

Establishments (PE)) (e.g. dividends, n/a BA etc.)

Allocation of covered taxes

Excluded companies Allocation GIoBE for PE & Backstop: Identification of the

i (e.g. CFC, withholding taxes, hybrid
(e.g. pension funds) transparent companies

entity, transparent entity, etc.)

residual size according to UTPR

Prior year adjustments
(e.g. tax audits, corrections)

Allocation of the UTPR

Residency identification
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MITF | Focused Data Analysis: Data Points

The analysis of the tax issues resulting from Pillar 2 is connected with that of the data requirements and sources and ultimately leads to the design of the complex

processes required.

» applicability of the safe harbour
regulation

» affected entities
(constituent entities, CE)

* permanent establishment
classification

» group structure and entity
relationships

* UPE/POPE identification

* transfer pricing adjustments,
differing transaction volumes and
arm’s length adjustments

* joint venture
» domestictop-up tax
* flow-through companies

Deloitte

Data requirements and sources

occasion-related
data & special
characteristics

corporate
master data

tax
master data

financial
accounting

(man.) BS
accounting

tax
accounting

Pillar 2
accounting

consolidation cbC

reporting

Data collection and IT solutions

Complexity in process design

documentation
requirements
process controls

data quality requirements
automation

treatmentand integration of
permanent establishments

treatmentand integration of non-
consolidated companies

dealing with restructurings

storing de minimis and safe
harbour regulations

exercising elective rights (e.g.
valuation adjustments) for the long
term(>5 years)

systematically allocate CFC taxes to the
jurisdictions

training of local users

implementation in an IT solution

Mapping in the reporting &
compliance process

Information return

Tax return

QbMTT
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MITF | Data Sources and Data Flow

Identification of the Data Sources and Design of the Data Flow is essential to provide for an efficient process in reporting and compliance.

The goal is to automate the delivery of relevant data from the source systems as far as possible. For the additional necessary data, forms/reporting packages need to be designed. The quality and
granularity of the automated data delivery from the upstream system determines the extent of manual data entry.
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MITF | Focused Data Analysis: Deloitte Solution

For data analysis it is essential to have a strucutred approach in order to identify and document all required datafields. The documentation tool should be agnostic in
order to allow use of the output independent from supplier.

Deloitte.

Pillar 2 Data Dictionary: Base Data

3. Computatien of GIoBE Income or Loss

4. Adjusted Covered Taxes

Data Point Label Chapter

Group Tax

Workings Restructuring Specific
Local Accounts Transition
Local Tax Reporting Warkings

iniankl

Data Paints

Data Point Description
B fererenElig

Base /
Derived

Data Point Classification

Group/  Data Source /
Entity = Type

2024. For information, contact Deloitte

P . T o e The Deloitte GloBE Pillar Two-Data Diagnostics Tool
1. Scope CIT / Other Tax Werkings ~ Core Entity ~
25 Crargig Provsons -UTeR v * The determination of the new tax bases, the covered taxes, the

mapping of special rules as well as the fulfillment of the new
declaration requirements from the Top-Up Tax requires extensive
Pillar Two information and Pillar Two data points, which are
usually not fully available in tax reporting or in country-by-

C1.3 |Group Entity Jurisdiction 1. Scope Lecation of the Group Entity, including whether it is Stat 121 Base Group Entity, ore CO U nt ry re pO rt | I’lg
€14 |Group Entity Name 1. Scope r 1) included in the Group consolidated FS, or 2) 122 Base Entity Entity/Other Data Core
r materiality grounds, or on the grounds that the Entity is held for . o . .
* Deloitte has developed the GloBE Pillar Two-Data Diagnostics
€15 |Constituent Entity jurisdiction 1. Scope Lecation of Entity { Branch / Permanent establishments of any Group Entities 123 Base Entity Entity/Other Data__ |Core
€16 [constituent Entity Name 1. Scope : ::EtrEtrEt:-t;;s‘me 131 Bass Entity Entity/Other Dats | Core Tool for thls purpose' WhICh can be used to Identlfy a”
Entity that is included in 2 Group; and . . . . .
information and data points relevant in the gap analysis
€17 |uitimate Parent Entity Name 1. Scope 141 Bas: Group Entity/Other Data Core H
' R D) T N e e B Ex Sy i workshops in a structured manner.

another entity; or b) is the main entity of the group

C18 |Entity Activities 1. 5cope ent Entity's activities - this can impact how the rules apply (i.e. for investment entities) for that |1.5.1 Ba! Entity Entity/Other Data  |Core . . .
* The tool is constantly updated, especially with regard to
c1s Excluded entity 1. Scope Y ntity that is a: 151 Bas: Entity Entity/Other Data Core
g ntity, b) international organisation, ) non-profit organisatien, d) pension fund, €) Investment Fund I h d f d f H H

e i an s Perers £, el S e vefce e an Ui e Ent, regulatory changes and findings from ongoing projects.

In addition, where at value of the Entity is owned (directly or through a chain of Excluded Entities)

by one cr more Exclude: rred to in Article 1.5.1 (other than H H H H

* The tool can serve as a basis for either the Deloitte Pillar 2 Agent

i. operats xclusively or almest exclusively to hold assets or invest funds for the benefit of the Excluded Entity or .

i ) s or alternative tools.

ii. only carries out activities that are ancillary to those carried out by the Excluded Entity or Entities; or

least 85% of the value of the Entity is owned (directly or through a chain of Excluded Entities), by one or
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MITF | Implementation of the Defined Processes: Tax Compliance Obligations

In principle, a minimum tax report (GIR) must be filed with the competent tax authority for each taxable business entity (CE). This obligation can also be assumed by

other group companies and in particular by the ultimate parent company (UPE). Based on this, the group parent must file a tax return. In addition, there are local

processes (e.g. QDMTs).
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Submission of minimum
tax report by taxable
business entity (CE)?

Submission of
minimum tax report by
ultimate parent
company (UPE)

Submission of
minimum tax report by

appointed business
entity (CE)?

Obligation to file a tax return

§91 Abs. 1

MinBestRL-
UmsG-E

Tax Return
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QDMTT

Qualified Domestic Minimum Top Up Tax

§§ 77 ff.

MinBestRL-
UmsG-E
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MITF | Pillar Two Governance & Compliance

The Pillar Two reporting process requires a detailed process design incl. sufficient checks to secure completeness and correctness of the data used.

Governance & procedures Processes & controls

1 Data provision, validation and calculation  llustrative

Preparatory measures annual
financial statements for fully- —— BA

> —_—
§ 2 consolidated companies* : Deferr%d taxes
£ Sl Start of capture of relevant data :
% % o ren-corsaliciad Execution BA Data Request
= companies* —] Pillar Two CbCR compilation missing
o S scenario H completed data
%D % Start of capture of relevant data =
e for other relevant entities (PE, Manual

JVs, other associated > data entry No

companies)*

Review Yes BREUEISNYe! Calculation Issuance of Booking at

Dat . . . S
provided ata adjustment of Pillar Review booking consolidation
dat complete?
ata

actions Two values instructions level

department

7) Pillar Two - Creation of the GloBE Information Return

Execution of
local reporting

Notification of
reporting requirement
to local CEs &2}

Subgroup/company
responsible person

= ) :

g Preparation of the Creation of the GloBE el No ST
‘& Pillar Two reporting requirements Pillar Two reporting : reporting ———» at the group level
S , o Information Return s (UPE)

) information required? =

=

* Takes into account (pre-) examination of exemptions (e.g., Safe Harbor)

© 2024. For information, contact Deloitte Munich International Tax Forum | September 26/27, 2024 9



MITF | Pillar 2 as a Managed Service in Ongoing Operation: Example

Deloitte has developed a tool supported managed service offering to fulfill the reporting and compliance obligations in all jurisdictions. Since local QDMTT compliance
is one of the critical issues in the task, the local reviews and fillings are integrated into one global tool.

PROCESS DATA DATA DATA DELIVERABLE REVIEW & SUBMISSION & MANAGEMENT
PLANNING COLLECTION VALIDATION PROCESSING DRAFTING SIGN-OFF STORAGE REPORTING

° Review by the group tax GloBE Information Return
N, -
T R 2 BB :
Group Tax < : g 1 : ______ :ﬁ Fede::'::ae':.nau
) 1 1 . | Tax Office (“BZSt”)
t 1'IFRS group data : 1 :
5 | X | : I Management reports, Tax KPIs
L e C T TP TR S *EJ Local/tax GAAP/ ! I !
Local Tax/Finance E= : : . GloBE/Cov.Taxes ) ) I : F=m - ﬁ
£ : Mapping P2 Tool / | (structured questionnaire) g/ iiqate & : " :
i f 1
Central Pillar 2 / Tax : : g;iiggslatmg Tax : Aggregate : : :
D reporting Involvementin global L _: ______________ > L P2 Tool ready \4 accept L
. Preparation ./ planning and coordinating g— N 5O faialaiaie | 2 foracceptance XM -------—-—-—------- J
Team : the local process N 1 ’ 1 Other
. iPrepopulate : Limport to P2 Tool ! (e.g. Tax Reporting IAS
Local ! g 1and handover v . : 12.70-12.88 Notes)
. o a
D. Pl g -1 - (T
reporting 2 o 3. Template .
Team = f Review Pillar 2 Local Pillar 2
: : Package amendments
Advisory/ v :
D. Engagement & ==~ oo - oo - -
Team [local] Local tax advisory team contributes. E.g. in case of M&A
transactions, restructurings etc.
| Technology Support Pillar 2 Tool

-l Pillar 2 process Pillar 2 support
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TECHNOLOGY ENABLES OUR APPROACH

Pillar Two Agent overview

Everything Pillar Two

the rules are up to date.

Designed to help you really understand the numbers, rather than worry about whether

GIoBE Income and Covered Taxes  Top-Up Tax

% 1 MNE Group Information

Comprehensive scenarios — modelling, provisioning, and up-to-date central and local calculations,
proven and used by the market for more than 2 years; calculations updated in real-time as data is
inputted; Globe Information Return (GIR); central management of all returns.

Reporting

© switzerl

each other.

A seamless user experience

Everything in the same beautiful cloud interface.

Entity tracher

) re—

End-to-end collaboration workflow — designed to assist the user through each Pillar
Two scenario; user toggles to streamline review; scenarios can directly integrate with

GIOBE Income and Covered Taxes

Frapare Safe Harbour Assessment

Safe Harbour calculation

Tap-Up Tax

support our end users.

Genuinely easy to use - audit trail & a help system to provide further information
for users on data points. The ability to update with comments and documents to
support the manual submissions. We are also working on a GenAl chatbot to better

P2 5ati Harboi - Dac

P ——

..... agant

P— “ oo
in7iu EETeTH 1554
Striking insights — a holistic user interface which includes sensitivity analysis for safe
harbours and top-up tax allocation analysis.
Ownership Hierarchy Projection
== » o e ——
=]
[~ ]
13 34 45 2
° o 0 @
E| 0 e Ouicn o s o st o 313
-
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] = el »
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TECHNOLOGY ENABLES OUR APPROACH

Core features

Data Management

Information requests to track/manage
data collection

Distributed data collection supported by
on-boarding workflow

0]

Pillar Two Agent with Intela

o)

Obligations 2a

Pillar Two Calculation

Import all data required for calculation via

Excel/CSV or direct API/SFTP

Integrated data transformation pipeline
capability, allowing transformation on
import

Row based import for Trial Balance data
collection

Data Management

© 2024. For information, contact Deloitte

Legal Entity Management

Integration with all your tax processes (CIT/Provision/...)

Knowledge/News

© Deloitte LLP Confidential

Country by Country compliant data
collect including additional Pillar Two
data points

Full Safe Harbour, Forecast, Provision,
Compliance calculations
Independent calculations for each
period, country and calculation type
(SH/QDMTT/IIR)

Entity Management, including entity
type and ownership

Elections at entity and jurisdiction
levels

Support for Deferred Tax analysis
Top-up Tax allocation and payment
tracking

Top-up payment visualisation
Calculation data point support notes,
sources and supporting documents
GILTI/ Blended CFC module

Non-functional

* High performance, flexible and versioned calculation .
engine built for Pillar Two
* Audit trail with visibility of automated and manual .

amendments

Workflow

Documents

Pillar Two Usability

* User Activity Log Reporting

Multi-year modelling and reporting,
including comparison between
calculations

Support for input in local and reporting
currency

Data Point Information assistance -
detailed information on every datapoint
in calculation

Queries/Comments to manage process
Calculation workflow including entity by
entity status tracking

Full compatibility with our Pillar Two
Excel Model

User notifications

Display applicable Rules (IIR/QDMTT) at
scenario level

Dynamic adjustment Management
Undo last changes/undo import

*Bold items are scheduled for future releases

|~ Dashboards

Pillar Two Future

Incorporating changes in regulation,
including UTPR and new IIR/QDMTT
regimes

GIR and QDMTT Compliance filing i.e.
tax return management and filing
Managing Pillar Two compliance &
reporting post-transitional safe
harbours

Automated links to finance and tax
systems

Enhanced localisation including multi
currency conversion.

GenAl chatbot to better support users

Security/Reliability

Multi-factor authentication, SSO, Multi-tenant ready

* Entity level role-based process and access control

Cloud hosted in multiple regions, Deloitte owned and

managed platform
* Enhanced data management for Provision/Forecast

Product feature and planning information, anticipated product characteristics, performance specification and
anticipated release dates are provided to the recipient solely for the discussion and informational purposes.
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Team
Page subtitle

Role

* Dr. Hendrik Breimann
* Partner Tax

* Diusseldorf

* Dr. Hendrik Breimann serves as Pillar 2 Country Lead in Germany
and is member of the EMEA Steerco and the global Pillar 2
Technical Committee, which should ensure a consistent legal
interpretation.

* He focuses in advising clients regarding their current Pillar 2
challenges, in particular regarding impact analysis and the
development of suitable processes for the consideration of
resulting obligations.

© 2024. For information, contact Deloitte

Role

* James Timperley
* Associate Director
* Birmingham, UK

* James is a Pillar Two and tax accounting specialist. He is the Pillar
Two office lead for Birmingham as well as being part of the UK
Pillar Two competency group.

* James works closely with the team developing the Pillar Two

Agent tool presenting at the demo schools and being involved in
user acceptance testing.
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