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Welcome

If this webinar is watched live, you will be eligible for 1 PE point
With the button ‘[Ask a question]’ you can ask

your questions directly
For other questions, please contact your PwC consultant

or fill in the form on pwc.nl
Webcast and presentation will be made available afterwards

Evaluation form afterwards
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2. Sell-side VAT considerations

3. VAT relevant business and systems aspects
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6. VAT relevant business and systems aspects
of integrations

7. Closing
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Setting the scene
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LRD/ Contract
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DivestCo Group
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e Sell side T

Bidding process

Due diligence, further structuring

design, Q&A, negotiations and Day 1 - Go live

transactional documentation DivestCo entities are not standalone i.e. they have
_ ) not renegotiated all supplier / customer

Preparation for closing agreements, do not have their own IT systems or

transactional framework

Preparatory
phase

Legal entity structuring incl.

VDD or FB /
Struct./ ETR transfer of assets / people

e.g. 6-12 month period

e.g. 3 month period

TSA commencement TSA exit

Investment Deal Signing

memorandum
release

Deal Closing

26 September | 7

PwC | Deals - Indirect Tax essentials



Sell-side VAT

considerations



Sell-side VAT considerations

Topics

e EXxit readiness
e Transaction costs and VAT recovery
e Asset deal
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Poll

Do you feel you are sufficiently in control of the VAT position of your
(portfolio) company that is to be sold?

Yes [l would not expect any material findings in a due
diligence]

Don’t know [VAT has not been on my radar lately]

No [l have not been able to spend sufficient time on

VAT matters over the last few years]
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Sell-side VAT considerations

Exit readiness assessment

e Identify VAT omissions

e Disclosure towards tax
authorities

e Implement processes and
procedures to stay ‘in
control’ for VAT
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Impact on purchase price

Increase of costs
Decrease of EBITDA

Decrease of purchase
price (based on
EBITDA multiplier)
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Sell-side VAT considerations

Lawyer
Recovery of VAT on
transaction costs
e How to determine which Service provider
entity to engage service
providers?
e VAT recovery right of €[ 8

EL Invoice Payment

Holdco vs Target entity
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Sell-side VAT considerations = s

. . . Corporate Holding company
L Intermedlary services in finance advisor (seller)

respect of a sharedeal ~ c----—fm------ |

Group Principal

LRD/Contract
Manufacturers

Target Group
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Sell-side VAT considerations = s

Holding company
(seller)

Holding company
(buyer)

e Intended usage of
respective services

Group Principal

LRD/Contract
Manufacturers

Target Group
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Sell-side VAT considerations

Public

VAT recovery right in case
of an IPO

e Primary listing of shares
newly issued by ListCo
e Secondary listing of shares

sold by HoldCo LRD/Contract
e VAT exemptions? Manufacturers

Group Principal
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Sell-side VAT considerations = s

Asset deal
. . Group Principal Assets and Group Principal
e Difference with share deal Liabilities
e Transfer of going concern? >
e Who bears the VAT risk LRD/Contract
e Multiple territories h m e I
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VAT relevant business and

systems aspects of carve-outs




Business considerations - seller

Carve out

e Go forward operating & business \ @
model implications (day 1 model) :
(Indirect) tax function of the future

e Mitigating cash flow '

e Check interdependencies with
other tax and legal areas

e Develop a TSA Strategy
Tackle stranded costs
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Business considerations - seller

Contractual rights?
Economic vs legal ownership?

Commercial / business If the deal involves a transitional service arrangement, what are the
decisions? Legal transfer pricing and VAT implications?

Supply Tax neutral demerger?

Chain Tax No business interruption e.g. goods stuck at the border?

Registrations in place?

From asset and inventory transfers to where people work
and what they do

Is there a system Customer Transactional setup?

IT

in the carve-out to Impact IT restrictions?

issue invoices to

customers?

_ Risks and rewards including the
People Finance associated revenues transferred?
Where are profits being generated?
Accounting
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ERP systems considerations - seller

Carve out Clean exit

e Data separation

P : e System neutral?
e System integration : :

L System integration
e Authorizations ) . .
e Link with remaining IT

e Short term vs. long term

landscape
strategy
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Buy-side VAT considerations

Topics

Due diligence
SPA
Structuring
Aborted deal
Post deal




Poll

Due diligence based on management representations provides an
accurate and reliable picture of a company’s VAT position.

Yes

No
| am not sure
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Buy-side VAT considerations

Due diligence SPA
e Specific indemnities
e Data analysis e VAT fiscal unity
e Readiness for future e Termination fees
e VAT leakage
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Buy-side VAT considerations

E Electronic invoicing, reporting and archiving

_:EH:E ESG (e.g. CBAM, plastic tax/packaging tax, other)

/@ Tax control framework

eeeeeeeeeeeee



Buy-side VAT considerations

Structuring

e Minimise VAT leakage deal costs
e Two scenario’s
o Add-on / corporate acquisition
o New acquisition

PwC | Deals - Indirect Tax essentials



Buy-side VAT considerations =

Engagement letters &
invoices

VAT taxed
services

e Engagement letters
e Services to Target /
=N @~

Acquired Group Existing Group
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Buy-side VAT considerations

New investment Engagement letters

Buy-side

: —> Investor
advisors

Engagement letters
Novation & timing
BidCo & substance
Services to Target
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Buy-side VAT considerations

New investment

Buy-side
advisors
Engagement letters
Novation & timing
BidCo & substance Engagement

Services to Target letters
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Buy-side VAT considerations

New investment

Buy-side
advisors
e Engagement letters
e Novation & timing
e BidCo & substance E“?ggggent
e Services to Target

VAT taxed
services
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Buy-side VAT considerations

. Engagement
New investment letters

Buy-side
advisors

—_—

Engagement letters
Novation & timing
BidCo & substance
Services to Target

Structuring &
support service

VAT taxed
services
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e Intended usage of
respective services

e Actual usage for other
purposes
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Buy-side VAT considerations =
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Buy-side VAT considerations

Post deal

e Finalise BidCo structuring
VAT fiscal unity

e BidCo VAT return (VAT recovery, corporate finance fees,
bank fees, lender counsel fees, etc.)

e Sell-side costs at Target

e Follow up on DD items (historical issues and prepare for
future)
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VAT relevant business and

systems aspects of integrations
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Business considerations - buyer

Integration

Operating model - day 1
TSA period

Share deal vs asset deal
(Indirect) tax strategy
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ERP systems considerations - buyer

Short term
e Ensure business continuity
e Health check
e Master data review
e Review tax determination logic

Long term Yes No

e |n case separate ERP system is used:
o Carry out future readiness check
e In case of integration in existing landscape:
o Tax configuration
o Business processes
o Master data management
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Key takeaways

‘ ] If your company is about to sell a business: start paying

attention to the VAT relevant items in a timely manner

do not only focus on possible omissions, but also try to identify

5 In case your company is involved in the acquisition of a business:
il
how the business might be impacted by future regulations

+$T Do not forget about the wider VAT relevant business and
systems aspects
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Questions?




P

e Questions? Please contact your PwC advisor or

let us know in the evaluation of this webcast.

View this webcast or presentation at a later stage

Stay up to date: register for our PwC Tax Newsletter on pwec.nl
‘State of Tax’ webcast series continues on pwc.nl/evenementen
Please fill in the evaluation form
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W

e How would you rate this webinar on a scale from 1 to 10?
e The content was relevant. (Totally agree/Agree/Neutral/
Disagree/Totally agree)
e Do you have any suggestions and/or comments?
e Do you have specific guestions and would you like
us to contact you?
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Robert Lantman
Partner
Deals Indirect Tax

T+31651838279
E robert.lantman@pwc.com
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Rogier Habets
Manager
Deals Indirect Tax

T31651268148
E rogier.habets@pwc.com

Tea Skarpa
Director

Indirect Tax business
transformation

T+31612219248
E skarpa.tea@pwc.com

Sharon Neven
Senior Manager
Indirect Tax Technology

T+31620152392
E sharon.neven@pwc.com
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Thank you!

© 2023 PwC. All rights reserved. Not for further distribution without the permission of PWC. “PwC” refers to the network of member firms of PricewaterhouseCoopers International
Limited (PwCIL), or, as the context requires, individual member firms of the PwC network. Each member firm is a separate legal entity and does not act as agent of PwCIL or any
other member firm. PwWCIL does not provide any services to clients. PWCIL is not responsible or liable for the acts or omissions of any of its member firms nor can it control the
exercise of their professional judgment or bind them in any way. No member firm is responsible or liable for the acts or omissions of any other member firm nor can it control the
exercise of another member firm’s professional judgment or bind another member firm or PwCIL in any way.
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