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PwC International Tax Services
network

Servicing your international tax needs

PwC is a leading provider of international tax
services to companies operating cross border.
The International Tax Services network
provides access to recent tax news and advice
on holding company structures, cross border
financing and treasury solutions, controlled
foreign company planning, profit repatriation,
loss utilization, inbound and outbound
structuring, managing intellectual property, tax
efficient supply chain and shared services, and
European, Asian, and Latin American tax law.

This Newsalert does not provide a
comprehensive or complete statement of the
taxation law of the countries concerned. Itis
intended only to highlight general issues which
may be of interest to our clients.

For issues relating to this news alert please
contact your local international tax services
advisor or the specialists listed at the end of
this article.
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PricewaterhouseCoopers LLP for general guidance
only, and does not constitute the provision of legal
advice, accounting services, investment advice, written
tax advice under Circular 230 or professional advice of
any kind. The information provided herein should not
be used as a substitute for consultation with
professional tax, accounting, legal, or other competent
advisers. Before making any decision or taking any
action, you should consult with a professional adviser
who has been provided with all pertinent facts relevant
to your particular situation. The information is
provided 'as is' with no assurance or guarantee of
completeness, accuracy, or timeliness of the
information, and without warranty of any kind, express
or implied, including but not limited to warranties or
performance, merchantability, and fitness for a
particular purpose.
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Solicitation

October 26, 2009

Draft Coalition Agreement includes certain Tax
Reform Proposals

NOL Change of Control Rule

e The time limitation of the so called "rescue" clause entered into this year
shall be eliminated, i.e. the rescue clause shall be applicable for business
years ending after December 31, 2009.

e The utilization of NOLs shall "to the extent necessary" be applicable in
case of intra-group reorganizations.

e The transfer of NOLs shall be possible based on the amount of the
unrealized built-in-gain.

Interest Capping Rule

e The increased threshold of the net interest expense of Euro 3m shall be
extended to future fiscal years.

e A carry forward of EBITDA for up to five years shall be introduced with
retroactive effect as of 2007.

e The escape clause in form of the equity test shall be amended in such a
way that it is applicable for German MNCs.
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Transfer of Business Function Rule

e The rule (also known as "exit charge rule") shall be
amended in order to avoid the negative consequences
on Germany as an R&D location.

Real Estate Transfer Tax

¢ Intra-group reorganizations shall be simplified by
introducing a "Group Relief Clause".

Outlook

There are several other changes discussed. We will
comment on those as well as on the above in more detail
when more reliable information is available. At this stage,
the above highlights comprise the intention of the parties
which may form the government later this week.

There is still high uncertainty whether the rules as
described above will actually be implemented or amended.
Currently, there are discussions amongst the parties as to
how the intended changes can or shall be introduced
considering existing budget constraints. Nevertheless,
there is a certain likelihood that some more favorable rules
in the above-mentioned areas may be introduced and
should therefore be considered in connection with
contemplated actions.

Your German tax services team in the US:

Stefan Brunsbach +1 (646) 471 8242
Torsten Klamm +1 (646) 471 5179
Torsten Schmidt +1 (646) 471 1872
Alexander Just +1 (646) 471 4811

International tax partners in Germany (US desk):

Hans-Martin Eckstein +49 (69) 9585 6382
Andreas Kempf +49 (211) 981 2304
Horst Raettig +49 (30) 2636 5301
Christoph Schreiber +49 (69) 9585 6300

Volker Stein +49 (211) 981 7357
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