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|. Regionalinvestment incentives - Commonrules

1. The volume of regional state aids (both direct state subsidiesandtax 6. The application forms regarding the incentives (both the cash

allowances) shall be determined as the present value of the grant and the tax incentive) shall be submitted to the competent
eligible costs (as defined by the law) multiplied by a fixed governmental bodies prior to the commencement of the
percentage, the so called "intensity ratio”. investment projects (as defined by the law).

2. Theintensity ratio to be applied depends on the location ofthe 7 A Certain activities are excluded from the regional subsidies (e.g.
investment project. The maximum intensity ratio is 60%. steel sector, coal sector, etc.)

3. In case of Iarge investments, where the pl’esent value of the 8. On'y new assets may qua“fy as e||g|b|e costs for regiona|
investment projects exceeds EUR 55 million, further caps are investment incentive purposes. In other words, assets used by the
applicable and the maximum amount of the subsidies decreases Company or any other taxpayer (including foreign taxpayers/related
progrESSiVEIy. (ThlS means that up to EUR 55 million 100%, between parties as We") may not be subsidized.

EUR 55 and 110 million 50% and above EUR 110 million 34% of the
intensity ratio applicable for the specific region can be taken into 9. Generally, two main types of regional state aids might be considered,
account.) namely

4. In case the present value of the investment projects exceeds EUR 1) the so called
110 million, the approval of European Commission may also be 'VIP cash grant’, and

required. 1) the development

5. The different categories of regional subsidies (including both tax tax allowance.
allowances and cash grants) shall be jointly considered and may
not exceed the maximum intensity applicable for the specific
region (This means in practice that if the applicable intensity ratio is

iy ?

allowance.)

50 % and the Company received for instance 10% VIP cash grant for ”ﬁ Maximam sid intensity
its investment project to be carried out, the remaining 40% out of the « M 0%
. . . . M 30%
50% intensity may be utilized in a form of a development tax q ﬁ @ s0%
O 60%
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|. Regionalinvestment incentives

1) VIP cash grant

" The VIP cash grant is non-refundable, post-financed cash grant qualifying as regional aid based on the individual decision of the
Hungarian Government.

" The actual amount of the subsidy is subject to negotiations with the relevant governmental body, but it highly depends on several
factors, such as the region where the investment would be put into operation, the volume of the envisaged investment project, the new
workplaces to be generated by the investment project and its added value to the national economy, etc., but may not exceed the intensity
applicable for the specific region where the investment project would be put into operation.

" Depending on the location of the investment, the minimum investment value should be EUR 2-10 million.
" The statutory monitoring period for large companies is five years from the capitalization of the investment.

" Revenue and/or salary increase: at least 30% increase of either the net sales revenue and/or the annual salaries over the 5 year
monitoring period after completion of the investment (the 30% increase should be achieved during 5 years in average), but at least EUR 2
million additional labour cost and EUR 15 million additional net sales revenue during the monitoring period.

" In addition to the above, one of the following commitments should be fulfilled:
o Increase the per capita labour cost by at least 30% (in case of an average annual headcount exceeding 50) during the monitoring period.
o Increase the per capita net sales revenue by at least 30% (in case of an average annual headcount exceeding 50) during the monitoring period.
o Create at least 25 newly established jobs.

" Furthermore, at least two of the following optional commitments should be fulfilled as well:

o Create R&D jobs (at least 10 during the monitoring period). o Increase the ratio of suppliers within a 100 km radius by 30% during the

o Increase R&D costs by at least 30% during the monitoring period. monitoring period.

o Achieve a renewable energy ratio of at least 30% during the monitoring period. Colle_1bo_rate m_suppller development activities organized by HIPA during the
monitoring period.
o Increase the number of employees under vocational training contracts by at

least 10.
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|. Regionalinvestment incentives

2) Development tax allowance

There are several types of development tax allowance categories, but the most common one is available in case of investment projects with the
present value of eligible costs of at least HUF 3 billion (approx. EUR 7.5 million).

The maximum amount of the tax allowance shall be calculated as the present value of the eligible costs multiplied by the intensity ratio
which amount shall be decreased by any other tax allowance or state aid connected to the same investment project (e.g. VIP cash grant).

Development tax allowance can be utilized in the tax year following the year of the capitalization, or - up to the taxpayer’s discretion - in the
year of the capitalization and in the 12 subsequent tax years, but not later than the 16th tax year from the submission of the above notification
form to the Ministry of Finance.

The maximum tax allowance that can be enforced by the taxpayer in a given tax year is up to 80 percent of the annual computed corporate tax
(before decreasing by other tax allowances, if any).

All qualifying fixed assets connected to the given investment project shall be operated for a period of at least 5 years following the
capitalization.

At least 25% should be financed from own resources (i.e. not state aid).

No minimum requirement should be fulfilled in terms of new workplaces and/or personnel related costs, however certain employment
retention rules apply.
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Indicative timeline regarding the VIP cash grant (without EU
approval)

Approx. 1-4 weeks

Appr. 3-4 weeks Contracting phase (approx. 2-4 Min. 5 years

\ months) )\

Approx. 2-3 days A
( s | | | \

Preparatory phase

Monitoring period

| |
| =

| | l

Submitting the application Receiving a non-binding VIP Indicative end date End date of
form to HIPA for VIP cash cash grant offer from HIPA of investment monitoring period
grant purposes (6 months to agree or deny) v

Site visit carried  Sign ﬂate of the Contract
v out by HIPA !

Receiving the confirmation letter
from HIPA

(Starting date of investment)

Disbursement

KinG 1
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Indicative timeline regarding development tax allowance
(without EUapproval)

The Company could benefit from the tax allowance in the tax year of completing the
investment or the year following that (upon its decision) and in the following 12 tax years, but
no later than the 16th year following the filing of the application form
Employee retention criteria should be met in the 1+4 years starting when the tax
allowance is enforced for the first time within this period.

Appr. 3-4 weeks Utilisation is the decision of the Company, if so, relevant conditions should be fulfilled

/ : | : ] \

5 years

Implementation

Preparatory phase phase

Obligatory operational period

|
| | |
| | =

| l l

Submitting the application End date of End date of obligatory
form to Ministry for Finance investment operational period

for development tax incentive

purposes

(Starting date of investment)

mspn 1
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Indicative timeline regarding the VIP cash grant (incl. EU

approval)

Appr. 3-4 weeks

Negotiation phase

(

Approx. 1-4 weeks including EU
approval process Contracting phase
\ (approx. 6-8 months) (approx. 2-4 months) Min. 5 years
Approx. 2-3 days A )\

/

Preparatory phase

: \ ( \

Monitoring period

| -

|

Submitting the application Receiving a non-binding VIP

form to HIPA for VI
grant purposes

P cash cash grant offer from HIPA
(6 months to agree or deny)

v

Receiving the confirmation letter
from HIPA

(Theoretical starting date of the
investment, however, suggested to
wait until EU approval to substantiate
the subsidy claim)

I — —<
I
I

| |
l l

EU approval for Indicative end date End date of
the subsidy of investment monitoring period

v

Site visit carried  Sign date of the Contract
out by HIPA !

Ideal starting of the investmeni, upon EU approving of the subsidy

Disbursement
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Indicative timeline regarding development tax allowance
(incl. EUapproval)

The Company could benefit from the tax allowance in the tax year of completing the
investment or the year following that (upon its decision) and in the following 12 tax years, but
no later than the 16th year following the filing of the application form

Employee retention criteria should be met in the 1+4 years starting when the tax
EU approval process allowance is enforced for the first time within this period.

Appr. 3-4 weeks (approx. 6-8 months) Utilisation is the decision of the Company, if so, relevant conditions should be fulfilled

) )
( | | | : \

5 years

Implementation

Preparatory phase phase

Obligatory operational period

|
| | | |
| | | =

| | | |

Submitting the application EU approval for the End date of End da_lte of obl_lgatory
form to Ministry for Finance subsidy & investment operational period

for development tax incentive resolution of the

purposes Ministry of Finance

(Theoretical starting date of the
investment, however, suggested to

wait until EU approval to substantiate Ideal starting of investment, upon EU approving of the subsidy
the subsidy claim)

KinG z
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Potential services by KPMG

1. VIP cash grant

Turnkey Project Management: We would provide continuous support 2

. Application phase

and an end-to-end project management during the whole lifecycle of the
VIP cash grant process. The below sections are just highlighting the key
milestones of the process and our standard services relating to those.

1. Preparatory phase

= Estimate the maximum level of the potentially available VIP cash
grant, based on the information provided to us on the envisaged project
and its relating forecasted costs;

= Comprehensive analysis of whether all the statutory conditions may
be fulfilled by the anticipated investment project of the Company to
benefit from the VIP cash grant;

» |dentifying any potential risks or difficulties that may arise and should
be considered before the application process;

» |dentifying opportunities that may positively influence the volume of
cash grant that can be awarded;

» Answering any questions of the Client regarding the statutory
requirements or the process (including the application or the contracting
process as well as the negotiation or the monitoring phases) on an as
needed basis;

KPMG

= Assist the Company during the introductory meeting(s) with the

representatives of HIPA and other potential governmental bodies
and/or providing advice on what and how to present regarding the
Group, its Hungarian subsidiary (to be established) and the anticipated
investment in order to maximize the volume of the cash grant;

Preparation of the application form(s) (so called 'Request List’) in
close co-operation with the Company; including — among others — the
preparation of a list of documents, attachments and information
required for the application; review the completeness of the application
form, including all attachments needed, etc.;

Filing the application form(s) with the state authorities;

20
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Potential services by KPMG

3. Negotiation phase

= Develop the negotiation strategy with HIPA and the representatives
of the Hungarian Government, including providing advice on
optimizing the commitments to be undertaken by the Company;

= Assist/support the Company during the negotiation with the
Hungarian Government and responsible bodies in order to maximize
the volume of the cash grant to be granted by the Government;

= Support the Company in the approval process with the Hungarian
Government and responsible bodies, as well as in the process of
obtaining the necessary EU approval on the negotiated subsidy
potential (if necessary);

4. Contracting phase

= Support the Company during the so called ’Site Visit’ and to
prepare/collect all the documents that are needed (e.g. business plans,
SWOT analysis, guarantees, etc.) to sign the contract with the
Hungarian Government on the subsidy.

= Review the draft subsidy contract prepared by the Hungarian
Government and make appropriate comments if any
amendments/changes may be necessary;

KPMG

5. Implementation phase

= Provide the Company with full support regarding compliance with the

statutory conditions which must be met to obtain the above VIP cash

grant during the implementation phase of the project, including
» the review of costs incurred during implementation and deciding

whether they qualify as eligible costs for VIP cash grant purposes;

* Review/preparation and submission of the
documentation/analytics and the packages of invoices to the
relevant governmental body;

22
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Potential services by KPMG

2. Development tax allowance

1. Preparatory phase « calculation of the current and the present value of the eligible

= Summarize the key statutory requirements of the development tax costs based on the information provided to us;
allowance set out by the relevant law and perform a detailed « calculation of the current and present value of the amount of the
investigation whether the Company fulfils (or will likely fulfil based on tax allowance;

the plans provided to us) those; L : ,
P P ) » considering the special rules relating to so called ’large

= Highlighting those areas which — based on our experience gained investments’, etc.
during similar engagements and tax authority audits focusing on the
utilization of the development tax allowance — may on one hand raise
guestions and significant uncertainties/tax risks or on the other 3. Implementation phase
hand opportunities at the taxpayers.

» Provide the Company with a memorandum that may serve as a
manual during the utilization of the development tax allowance (a
13-16-year period), summarizing the key requirements to be fulfilled

2. Application phase . . 2 ) S
bo b by the Company, including all the administrative obligations as well;

= Preparation and submission of the application/notification form
on the planned investment project. Our assistance would include —
among others - the following tasks:

= Review of the first corporate tax return in which the Company
enforces the development tax allowance.

+ detailed review of the different components of the investment
project whether the acquisition value of them could be taken into
account as ‘eligible costs’ as defined by the related legislation;

m 24
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The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in
the future. No one should act on such information without appropriate professional advice after a thorough
examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG
global organization.
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