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There are different ways for a Japanese company to establish a German
market presence.

Japanese Company

Subsidiary Branch Office
Establishment of a new Registration of branch office
legal entity. sufficient.
Different legal forms are No new legal entity
available (e.g. GmbH ). necessary.

German Market Presence
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The German private limited liability company (GmbH) is the most widely used
legal form for corporations in Germany.

GmbH:

Combines high flexibility with relatively few obligations.
Well-known company form with good reputation not only within Germany.
Requires a minimum share capital of EUR 25,000.

The liability of the shareholders is limited to their respective contribution.
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Corporate Structure: The GmbH has two mandatory bodies.

“on GmbH
P\‘ese“‘a“
re

Managing Director(s) Binding Instructions Shareholders’ meeting

The managing director(s) represent(s) and manage(s) the GmbH.

The shareholders’ general meeting is sovereign and can issue directions binding
the management.

There are no requirements regarding nationality or domicile of the managing
director or the shareholders.

German business address as well as a local representative are required.
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The establishment procedure of a GmbH is straightforward with well defined
steps.

i Opening a
g:?iztllgsg c?ff Notarization bank Entry in Trade office
el by a German account & commercial notification
(AoA) Notary transfer of register

share capital

Ideally 2 weeks

Establishment costs for a standard GmbH: — EUR 800
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In Germany, non-temporary employment is the standard employment form.

Non-temporary employment contracts:

Generally include a probationary period (up to six months) during which the
contract may be terminated at any time and without any justification.

Can be terminated by a written letter of termination provided a mandatory notice
period has been observed.

In companies with 10 or less employees, no justified reason is required for the
validity of a regular termination.

In companies with more than 10 employees? regular termination requires a
justified reason as for instance:

personal
conduct-related
operational

1 With respect to continuous employment relationships of more than six months in the same company.
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Fixed-termed contracts and temporary employment provide flexible solutions
for employers and account for around 18 percent of all employment contracts.

Fixed-term Employment
Contracts:

Expire automatically on a specific
date.

Generally limited to a maximum of
two years.

For newly established companies in
Germany a limitation for up to four
years is possible .

Temporary Employment?:

An employee leasing contract is
concluded between a company and
a temp agency.

The employees are legally employed
by the temp agency -not by the
company.

Provides companies with extra
flexibility in temporary phases.

1 Statutory hourly minimum wages apply. A minimum wage of EUR 8.80 (1.4.2015-31.5.2016) is generally applicable for temporary employment
workers in the Western German Federal States. The minimum wage will rise to EUR 9.00 from 1.6.2016 until 31.12.2016. In the Eastern German
Federal States the minimum wage rates are EUR 8.20 (1.4.2015-31.5.2016) and EUR 8.50 (1.6.2016 -1.12.2016).
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Germany has a statutory social security system where employees as a rule are
compulsory insured.

Employer's —-20.6%
share of
social of gross

contribution salary

Gross
salary

100%o

Employer’s total
labor costs

Employee's  —20.2 %
share of

X of gross
social |
contributions salary

79.8%0
Employee’s

gross salary

German Social

Security Branches
(% of gross salary)

Pension Insurance

18.7 %06
Health Insurance
14.6 962
Unemployment
INnsurance
3.0 20
Nursing Care
Insurance
2.3590 3

Accident Insurance
1.22 961

IAverage contribution rate levied for 2014 according to DGUV (the umbrella association of German Statutory Accident Insurance).
2Health insurance contributions: 14.6% are shared equally between employer and employee. Each Health insurance company individually may impose additional contribution onto

employee. Statutorily defined average for additional contribution for 2015: 0.9%
3Childless employees pay an extra contribution of 0.25 % on top of their nursing care contributions.

4 In the federal state Saxony specific regulations apply.
Note: The employer withholds the employee’s share of social security contributions from the salary and pays it together with his/her own share to the health insurance.
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Germany does not have a consistent nationwide tax rate for the corporate
Income taxation — it depends on the locally varying trade tax rate.

Income taxation of corporations consists of three taxation components:

Corporate Income Tax: 15 %0 Overall Corporate

(Kérperschaftssteuer) Income Tax Rate
15.825 %0
(Nationwide sGerman Average:
Solidarity Surcharge: 0.825 % fixed rate) 29.825 %0

(Solidaritatszuschlag)
sGerman Minimum:
22.825 %

Local Trade Tax: Rates vary locally 7.0-17.5 %
(Gewerbesteuer) (In general)
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The local determination of trade tax rates leads to a diversified tax landscape
within Germany - Bavaria serves as a good example.

7, j\.‘j,*f‘ .&‘; e

s
RIS
‘.;r?if K

Calculation Example: Ingolstadt

Taxable Corporate Income

1,000,000 EUR
(EUR):

Corporate Income Tax

-150,000 EUR
(Tax Rate 15%0):

Solidarity Surcharge
(5.5% of the Corporate Income

,('J‘_Vw LT

L3 Tax: 0.825 26) - 8,250 EUR
S 3 Local Trade Tax
REEL .5% of icipal multipli
c? 3 500 of x mun|C|p_a multiplier _ 140.000 EUR
& 400% = effective trade
Q tax rate of 14 %)
38 Net Income (EUR): 701,750EUR
Overall Tax Burden 29.825%0
Lﬂe_nd 450 e 32,98
Municipal Trade Overall
Tax Multiplier ** Corporate | 7%
(in 2%0) Tax Burden

B 22,83

200 (ln %)

Grey areas: no data availabe

Municipalities with a trade tax multiplier of more than 490%
(also marked red):Thanstein (600%)
Source: Destatis, Federal Statistical Office 2013, Map: Microsoft MapPoint 2013, © 2014 Germany Trade & Invest GmbH.
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In July 2015 the governments of Japan and Germany agreed on a draft for a
new Double Taxation Agreement (DTA) — promoting the investment exchange.

Keypoints:

Reduction of withholding tax rates for dividends, interests and royalties.

Introduction of the authorized OECD approach (AOA) regarding profit allocation
for permanent establishments.

New binding arbitration proceedings for future dispute resolutions.

Expanded cooperation between the tax authorities of both countries.

Next Steps: > Signing >> Approval >>En1t:(|;)lfcigto>
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Germany offers various public funding instruments for different business activities.
All funding instruments are generally available and combinable for all funding purposes.

Incentives in Germany

Working Research & Specific
Investments . Personnel
\ Capital Development Purposes

Financing available by any of the following public funding instruments
(combinations of instruments usually possible)

Mezzanine
Capital

Grants Loans Guarantees Equity Capital

November 10, 2015 Business Framework in Germany www.gtai.com| 16
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Investment grant intensity depend on region, company size, investment volume and
respective state regulation. Eastern Germany offers the highest incentives rates.

Timeframe
01.07.2014-
31.12.2020

Predefined
C Region

Border area
to Poland®

Non-
predefined
C Region

D Region

C/D Region

Small
enterprises

40%0

30%0

20%0

30% / 20%0

Medium-sized
enterprises

259%63
30%0
20%0
10%0

20% / 10%0

Large
enterprises

15%0
20%0

10%o

max.
EUR 200,000

max.
EUR 200,000

Notes: ! Until 31 December 2017; aid intensity 2018-2020 as in ,,Non-predefined C Regions*;

Scrsesug-
. 1 PSRN
ard
Rt
Eods Pign s D
Dithimr- il -, Rigen
schan ”b ook,
= e
o a
Swrbu. Sagabery L Landhiei i
Yo Wordwest-
Stor. mecklentusy
V. Fries- c a2 i |
oo beg L - it \
and b haven v mar | fum L A o
oo = - HANS £ Mecklanburgische \
; . Stace ] o Seenalate
Aarkch e BURG™ g
e tand " gart b Ludwigsiust-Parchim
e 5 Rotent, Haung:
o - g ; iz B Uckarmark
o ME] Wormms) Prignite
Oiden- Pt Haids Laeo; Ostprignitz
/ oan. R Verden Usizen ¢ Dannenber . - o (N
tavel | porim
burg womis 4
NI vech-~ puughale Cella Aemakkieis | Sndal e, Y
i ey Havelang ! Odarlard y
achat heser Gimeen
O sz " BERLIN
£ Region ] Sarden LA Frihe
o e
hem Minder- i rp i
ik Linbecs [Schaum- e B i .
% burg =re Jesichce | OderSprea |
Swintur Al ) - Mttsima:
Herlord Hamein- Saix. Wolle Vogde Tebiow.
i Y Ppmont | e (s patal iy Fllming ) pshime
-1 Spreewala
. ./ Lioe Acinah
Holz Spree.
hen | Coms ven | Giters- - e =
il e dord loh en e rand- ~— . Ober- :::
ing- e Northeim ~ Cate- spres-
‘Wesal Hamm X ittarieis Neibe
\ R - O =l ) P o,
B oo et B 3 . Pocer- Mansiold- s Nordsachse Lausiz
o / Goligen e Siidhasz i
o e Fasesl Ve, e L o
Viersan Mttt Mark- | Hochasuer- /3 o { Eicheieid Kyffhuser. e S o
P Rheif® mena V:‘n L nud:! landkres (- - Werm) Unistres ets Mellan
e e o / Fravhen. Meiinerg Halnch- oo ") Bugen- Legz
i N g ot Ope scmwam |y s N Drw- ]
L -y bergi- " [ S B i ¢ \
Rheif on Kies~ acher (o Ll o BT o st Bty i Saciui Sy
J o Krem ger Hersteld: 2% ol o sachsen | Osterzgetivge
(Sadie D s ’;’:g_ ) Marburg- Kreis | Rotenurg 9 et Gl Land /2 peot o0 | Langs oo orgetrge
4 Kres. Kir- el im- Kres: SR
L e Lo f Laber Kreis 'S ehmal. S‘ Sanle. | O wickal
P g w Wester. | DI 'm"“" ka1 K] Saafek- ; Epubis
by A wald- Keaig ., Glolien Fuida |r|'ln‘ Rudakstad ' Oria- U . z
g e ey Y e 2 Vit
Mayen- gep- o i Viatietau - Rhen it g~ M L
Koblonz et Rhein- A9 ¢ Hoch:, VI bl W R e 1
ikar- Lahn g Bunus. Man- < Y Fat /
o frrarigPl 1A ey tor O Had ] v
Effelreis o R T 9 Wi raigreis £, wasngen B i \
Huns-, ¢ 0By Tau; F me Tt A ST s I;L;;l- V- &
Frim ik 5 NI, (P2 Dty L - g et 00h g PE00 o
b SR M e S P s Bam i, X
Wittlich, Bad i ) gtat. et = mah | Timcheneeuth
g Keouarch | ey ge /30 DY i J i i
¢ Tier. | (ABEER: 57 - {il—pen Ea roh Moustadt 2 d
‘Saarburg_.— R L Edargen- e
S Kuset R0 [ M- ) gy Alsch. ool iinaal’
ooz Wan- 3 T g ity Bad AN | eckar 2 At M3 om-" Ambarg- L
dal - k- LM Rnery Tewsber- bem " Fen b
Ve Afette sem PR haim Bhery o]~ ) Odenwals. [P Furm % | ang e o Gerwan-
Qouk ] Towd. 5 Kreis b Sutbach ) ot s
T P 0 Geey Kres gy lane- Meumarst
TN ik P i heeis o Schwa-\Ansbach Rty & 80 -y
e o bisch Hall 4 Wesien Regens-
R i s beonn, =, burg Fngins- Strau-\  Regen |
7 Erihress | Ludwigs-. pams. Gunzen. W hing- —
5 : uft Frau b
fralrune; e | bug g Exchatatl v -
J b Kive | OSEOKSE § o, ot S Guakenan \,
 tasen B Ries gk [ heim L Degor
g [ o el o
Cate Ess- | Geparr v v burg- Plaf- ands- Dingoffing-
o 9en . ingen % gan 4\ 5 raingen Schio- -~ fen- * " Landau s
Freu. M ad.D e’ hofen o
[ dan a Alb-Donaw 'y Y hieh Y ad G Fassau
Ortenscr | o dhecicad - o L e Fre- ot
[ Crenm ] dact | fus ] e it s
ingen 01 e
Zatern Kreis - \New. B8 Eober Dachau ey Vi S5
Rotweil | _albiveis Uim fronigf comn R
o Schw | feldoruck,_ Y aim, %
o s Bbsiach chen || Epers-
1L e & il Signa- i Lande | stam-| “Wpun. | Do
eis- - R - '
B Krein i o= | el D8 D ghen Rosen-"3 .
o . el
Kons- g0 Ravans- e, U o e st Borch)
- s /
{ Wy | Ot  Schongau heire ¢
s e el Bach Tealem,
hreis ¢ Gat- [ rop g 75
10080 gy o AR msch- nauoan Lo
algiu a Parten. <9
A\ kircher -

© BBSR Bonn 2014 él



| ]
i"'- ¢\ GERMANY
\%¥  TRADE & INVEST

Example — How a financing structure could benefit from public funding
Instruments.

Project Details: Production site for consumer desktop 3D printers in
the Federal State of Brandenburg (Location in pre-defined C-Region)

Employees: 5 new workplaces
Equipment: EUR 2,000,000 _
Funding gap:
EUR 1,500,000
Equity: EUR 500,000

How to finance EUR 1,500,000 by using public funding sources?

Note: For simplification, working capital is not included. Integration into the debt financing possible.
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Investment Grants

Investment Grants - (General) Requirements in Brandenburg:
v'Creation of new long-term quality jobs.
v'Subsidized investment goods (equipment) must remain on-site at least 5 years.
v At least 50% of expected turnover must be generated outside a 50 km radius.

Region/Company size Small
= Max incentives level:
Predefined
C Region
= Eligeble investment costs EUR 2,000,000

= Investment grants: EUR 700,000
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Still we have an financing gap of EUR 800,000 to fill.

Investment costs 2,000,000 EUR
Equity 500,000 EUR
Investment grants 700,000 EUR
Financing gap 800,000 EUR

Option: Public Loan

KfW Entrepreneurial Loan offers:

long term fixed interest rates and loan maturities

grace periods for the start-up phase

optional liability waiver of 50 % of credit volume in favor of the
commercial bank bearing the default risk.

application must be submitted to a main commercial bank in Germany
before investment start.
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Final financing structure of the investment profiting from public funding.

November 10, 2015

Equity:
Investment Grants:
Public Loan:

500,000 EUR
700,000 EUR
800,000 EUR

Business Framework in Germany
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Berlin

© 2015 Germany Trade & Invest

All information provided by Germany Trade & Invest has been put together with the utmost care. However we assume no liability for the accuracy of the information provided.
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