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|. Gverview of available incentives

= The Hungarian legislation provides the taxpayers with various incentives relating to R&D activities, as follows:

R&D VIP cash grant
New R&D VIP cash grant

Corporate income tax - double tax base deduction possibility ("old regime”), potential tax credits ( both
"old” and "new regime”)

Local business tax — tax base decreasing item
Innovation contribution — tax base decreasing item
Social security tax allowances

» Since tax assessment regime is not applicable in Hungary, the above R&D related tax incentives can be
enforced via self-assessment procedures by the taxpayers. The tax returns (including the above tax
incentives) submitted by the taxpayer could be investigated by the Tax Authorities anytime within the statutory
limitation period, which is - in general - five years following the end of the calendar year of submission of the
respective tax return.

= The applicability of the above incentives needs special attention, thus it shall be based on a thorough and
comprehensive analysis of the i) conducted activity, ii) the relating costs and iii) the respective documentation
to minimize the potential tax risks.

KPMG



LR FARIREREIE

= REEEF. #EEMHLT (DFYNVH)—2ET) IEFAFETOD Y ML TREMBIEEHET
TFY,

» IR OEBRIHEEICT AERREE, THFRR FTIERERK25%., THFRR FUNADITRE TIIRKI0%
T. £ HREEF25005 12— ERELZYFEST, (=L, T7OP Y FOIGCHAMEES(ZIF50% 0D
FRE= & A Al RE

» RE1EIGIFRICHI-5EEZHEE. AEFARAEODAGEE. BMENE. J—AH. MBE, &
UMERRE (BEB2DXHRERIHEDND2S%ET) 28O TI00A2—OULETHLIDENHY EFT,

= X, AEARAEZIOBLULEESEL, SZAEFROEFHETLTZTE-AEDEEZ500ULEEL, M
D, INLDAEHLNRERFRBIDS0%ZF LU EZAEHAFEIFICKET AL DICTIHENHY FT,

» ZOFEBEOE=A2Y VIHRBIEHEIE2ETY,

» HBNEERETAHOICE, BIRAERREA/ A—2arBIC&LY T FHIRERARICEETLIED
MEZT/RACENREAEERTYFET,




|I. RGD cash grant

= Cash grant could be claimed for R&D projects by large enterprises regardless of the region (i.e. available
throughout Hungary).

= The subsidy intensity ratio is max. 25% in Budapest and 40% for the investments outside Budapest (incl.
Nyiregyhaza where Subwoda builds up its factory), whereby the overall subsidy shall not exceed EUR 25
million. However, the maximum aid intensity for the applied research part of the project may not exceed
50%.

= The eligible costs during a minimum one-year and maximum three-year old period should reach EUR 1
million including salary cost of R&D personnel, depreciation, leasing fees, material costs and rendered R&D
costs (the latter two only up to 25% of the total investment value).

= Enterprises should undertake to increase the R&D headcount by 10 employees, whereby the ratio of
employees with higher education shall reach at least 50% and the employee shall work in the R&D field at
least 50% of their work time.

= The monitoring period for this subsidy type is min. 2 years.

= Essential requirement to the entitlement is the qualification of the project’s R&D nature by the National
Research, Development and Innovation Office.
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IIl. NewR&D cash grant

= A new type of regional investment incentives is introduced for large and medium-sized enterprises in the form
of specific R&D support, which may be applied for regardless of the volume of eligible costs, provided that the
following conditions are met:

o The investment aims at creating a new facility or diversifying the services of an existing facility.
o The investment aims at developing R&D activities.

o The annual average headcount of the investor and its direct shareholder reaches 50 in the financial
year preceding the starting date of the investment.

o At least 10 new R&D jobs are created (at least 50% requiring higher education).
o Acooperation agreement is concluded with a Hungarian higher education institution.

» Regarding the new R&D incentive, the total labour cost of the new employees for 24 months qualifies as
eligible costs, with the requirement that new jobs should be created within 3 years from the starting date of
the investment.

= Since the new R&D cash grant is a regional investment incentive, it is only available for investments
outside of Budapest.
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lll. Overview of the R&D tax incentives

Regime

Regime type and

Description of the requirement

Corporate Income Tax
(CIT)

headline benefit

Double deduction

In the case the company performs R&D activities, it may benefit from a double deduction possibility, which means that:
» on one hand, the cost relating to the R&D activities are tax deductible; and
» on the other hand, the CIT base might be decreased once more by the direct costs of the R&D activities (less any direct state subsidy
received for the given R&D activity)
We note that the taxpayer is allowed to decrease its tax base - depending on its decision:
* in the tax year in which the R&D costs incurred; or
» if these costs are shown under the capitalized value of experimental development (or intellectual property), over the period of the useful
lifetime, in the amount of the depreciation costs accounted.
We note that there is no upper cap in terms of the above double deduction, therefore it may even generate negative tax base.
However, we note that in light of the recently introduced Pillar2 rules this double deduction opportunity may only be utilized effectively if
the effective tax rate of the Company would still reach the minimum threshold of 15%.

Corporate Income Tax
(CIT)

Tax credit under the
”old” regime

Development tax allowance may also be enforced by taxpayers in relation to investment projects serving R&D activities with a present value of at
least HUF 100 million (approx. EUR 260,700).

The tax allowance can be utilized in the tax year following the capitalization, or - up to the taxpayer’s discretion - in the tax year of the capitalization
and in the 12 subsequent tax years, but not later than the 16th tax year from the tax year of the submission of the required notification/application
from.

The maximum tax allowance that can be enforced in a given tax year is 80 per cent of the annual computed corporate tax.

The present value of the total tax allowance - together with any other state subsidies (grants) - shall not exceed the present value of the eligible
costs actually incurred multiplied by the given intensity ratio applicable for the respective region, but maximum the amount indicated in the
notification form submitted to/or the resolution issued by the Ministry as the budgeted present value of the investment to be carried out.

Similarly to the previous tax incentive, in light of the recently introduced Pillar2 rules this type of tax credit may only be utilized effectively if
the effective tax rate of the Company would still reach the minimum threshold of 15%.

Corporate Income Tax
(CIT)

R&D tax credit under
the "new” regime

Applicable as of 2024, a new tax allowance was introduced which should qualifyiy as a so-called ,qualified non-refundable tax credit” under the
GloBE (Pillar2) rules. This means in practice that the CIT liability of the taxpayer may be fully eliminated by this type of ttax credit without
any adverse tax consequence under Pillar2 (i.e. without the risk of top-up payment liability)

Based on the decision of the taxpayer, 10% of the direct cost of the R&D activity (as defined by the legislation) may be applied as a tax credit for
CIT purposes which may be utilized in the tax year when the respective costs incurred and in the next three years.

The part of the tax credit which is not utilized within this timeframe may be refunded to the taxpayer in cash (subject to conditions).

The new R&D tax allowance and the double deduction from the CIT base cannot be applied together.
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lll. Overview of the tax incentives

Regime type and

Regime Description of the requirement

headline benefit

* LBT is payable to those municipalities by the taxpayers where their business activity is carried out and where their official seat or permanent
establishment(s) are located.

* Municipalities can apply tax at rates up to a maximum of 2%.

» The base of the LBT is the net sales revenue decreased by material costs, mediated services, subcontractors fee and costs of goods sold.
Moreover, the direct costs of the R&D activity (except for the costs already taken into account as tax deductible items as material costs, mediated
services, COGS or subcontractors’ fees) may also be deducted from the base of the LBT, provided that those qualify as tax base decreasing items
for CIT purposes as well.

* However, if the CIT credit under the ,,new” regime is applied, the base of local business tax cannot be reduced by the direct costs of the
R&D activity. Therefore, in order to maximize the tax benefits relating to R&D activity, it is to be subject to a detailed investigation
whether the Company can benefit from the ”old” regime and apply both the R&D double decution opportunity for CIT purposes and at
the same time, the above mentioned LBT base decreasing item or it is better to apply the CIT credit under the ,,new” regime only.

Deduction of the

Local Business Tax (LBT) R&D Costs

» The base of the innovation contribution is the same as the base of the LBT, however the applicable tax rate is 0.3%.

_ o Deduction of the « Taking into consideration that the base of innovation contr_ibution _is the same as the LBT base, the di_regt costs of the_ R&D activities_— which
Innovation contribution R&D costs decrease the base of the LBT — decrease the base of the innovation contribution as well. However, similarly to LBT, if the CIT credit under the
»new” regime is applied, the base of innovation contribution cannot be reduced by the direct costs of the R&D activity. Therefore, as
mentioned above, it should be subject to a detailed tax planning to decide on whether the ,,old” or the ,,new” regime is to be utilized by
the Company in the future.

Tax allowance connected to researchers, developers

* Inthe case of the employment of researchers or developers with PhD or academic decree, the amount of the tax allowance is 13% of the lower of
the gross wage or HUF 500,000

» In case of students or PhD candidates in doctoral programs, the amount of the tax allowance is 6.5% of the lower of the gross wage or HUF
200,000.

Tax credit related to
R&D activity and
researchers,
developers

or

Tax allowance relating to R&D activity

* The taxpayers are also allowed to apply social contribution tax allowance regarding the employment of researchers, developers involved in R&D
activity.

» The tax allowance amounts to the 6.5% of the gross wages (accounted for as direct R&D costs) of such employees. However, these wages already
considered in this respect (with the related social contribution tax costs) cannot be considered as a CIT base decreasing item related to the direct
costs of the R&D activities as well.

Social tax

Nevertheless, if the CIT credit under the ,,new” regime is applied, the above social tax allowances are not available.
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IV.R&D qualification procedure

. In order to provide assistance to the taxpayers in the interpretation of the relating legislation, the definitions and the actual content of the R&D
activities, a procedure was introduced in 2012, which has recently been modified, effective 1 September 2023. Accordingly, a designated office —
namely the National Research, Development and Innovation Office (in Hungarian “Nemzeti Kutatasi, Fejlesztési és Innovacios Hivatal”’; hereinafter
referred to as ‘R&D Office’) — may issue professional opinion (based on the information provided by the taxpayers in their application form) on
whether the activity (or part of that) performed by the taxpayer qualifies as R&D in line with the relevant Hungarian rules and as such, entitles the
company to apply the mentioned tax incentives.

. The R&D Office may decide on the R&D nature of an activity even if that consists of several smaller R&D projects, provided that those show
similarities in their essential features i.e. projects with a common purpose or common issues that could be jointly considered.

. In other words, taxpayers should not prepare separate R&D classification requests for each and every smaller project, if those form part of a larger
R&D project, but those could be aggregated in one application form, provided that the above conditions are fulfilled.

. The decision of R&D Office is only a non-binding professional opinion. Nevertheless, since R&D Office is the only organization in Hungary
which may judge the R&D nature of an activity, the professional opinion of them provides almost the same level of comfort as a binding
decision.

. We note that in the case the taxpayer applies for the so called ‘VIP cash grant’, it is mandatory to obtain a positive R&D classification
from the R&D Office, while in case of tax incentives it is optional, but in practice it is highly recommended due to the fact that the
investigation of the R&D related tax incentives is in the special focus of the tax audits and if the taxpayer does not have the decision or the
professional opinion of the R&D Office, the Tax Authority may also request that.

. Per our experience, in those cases (when, instead of the taxpayer, the Tax Authority submits the R&D qualification request to the R&D Office), the
outcome of the classification process is often disadvantageous for the taxpayers. Therefore, we always suggest clients requesting for the
classification of the R&D Office, to support the enforcement of the various R&D related tax incentives.
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Indicative timeline regarding the RaD VIP cash grant

R&D qualification

Approx. procedure (approx. 2-4 months) _
3-4weeks  Approx. in general, depending on thenumber Contracting phase (approx. Min. 2 years
A 2-3 days and complexity of the project(s) 2-4 months) )\

| | A A | |
Preparatory F)\W/ [ Monitoring period

e | I—
]

I
I
EEee—— —
I —_—

Indicative end date End date of
of investment monitoring period

Submitting the application
form to HIPA for R&D VIP
cash grant purposes

i Site visit carried  sign date of the Contract
out by HIPA

v

Receiving the confirmation letter
from HIPA — earliest starting
date of the investment

Disbursement
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Indicative timeline regarding the R&D tax credit (new regime)

R&D qualification

procedure (approx. 2-4 months)
—in general, depending on the
number and complexity of the

PrOJ'XCt(S) Utilization of
( \ tax credit

Utilization of
tax credit

Utilization of

tax credit

Disbursement of

the remaining part

Utilization of of the tax credit
tax credit from the 1st FY

' %

Start date of the 1. EY
investment

Preparation of R&D
direct cost analytics

2.FY

Preparation of R&D
direct cost analytics

i
3. FY

Preparation of R&D
direct cost analytics

4. FY 5. FY

Preparation of R&D
direct cost analytics
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Potential services by KPMG

1) R&D VIP cash grant

Turnkey Project Management: We would provide continuous support 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;

2. Application phase

» Represent 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;

KinG 2
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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;

» Represent/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. project costs 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;

5. Monitoring period

* 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;
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Potential services by KPMG

2) R&D tax allowance

1.

Preparatory phase

Summarize the key statutory requirements of the R&D tax allowance set out by the relevant law and perform a detailed investigation whether the
Company fulfils (or will likely fulfil based on the plans provided to us) those;

Highlighting those areas which may on one hand raise questions and significant uncertainties/tax risks or on the other hand opportunities at the
taxpayers;

Provide the Company with a memorandum that may serve as a manual during the utilization of the R&D tax allowance, summarizing the key
requirements to be fulfilled by the Company, including all the administrative obligations as well;

. Implementation phase

In order to benefit from the R&D tax allowance, taxpayers should keep proper analytics regarding the direct costs of their R&D activities. Consequently,
a detailed, comprehensive and complete documentation of the direct costs is essential to the application of the referred R&D related tax incentives.
Thus, KPMG HU would undertake to provide assistance regarding the preparation of such analytics on an annual basis. We would also review the
related supporting documents as well in this respect on a sample basis.

Additionally, we would review the corporate tax return in which the Company enforces the R&D tax allowance.
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Potential services by KPMG

3) R&D qualification procedure

1.

Review of the activities/projects in question from an R&D perspective

We would perform functional interviews with the responsible project leaders of the R&D teams to obtain a general understanding of the content and
the nature of the projects (to be) carried out by the R&D department of the Company. In addition, we would review internal notes, reports,
presentations or other documentation made available to us in this respect.

As a result of this work, we will be able to judge whether — based on the information provided to us — the projects/activities in question may qualify as
R&D according to the Hungarian legislation and international guidelines and as such may entitle the Company to benefit from the R&D related
incentives.

. Assistance with the preparation and submission of the application forms to the R&D Office

Upon a positive outcome of the work performed under Point 1., we would provide assistance in the preparation of the R&D qualification request(s) to
be submitted to R&D Office in close cooperation with the responsible project leader(s) of the Company’s R&D department;

Please note that since it is not sufficient to include general, high-level information of the Company’s R&D activity in the application form, but certain
specific aspects of the actual projects must be presented regarding the exact tasks, workflows and processes of the R&D project(s), the application
form(s) cannot be completed without the active and continuous cooperation of the representatives of the R&D team as we - as external advisors who
are not involved in the day-to-day operation of the Company - may not have access to the necessary company related internal or technical
information, in-house knowledge and specific expertise in relation to the activities in question.

However, we would provide the Company with a detailed guidance and suggestions on the structure of the form to fill, the areas to emphasize, the
wording, stress points and viewpoints to use or consider during the preparation of the application package, based on our understanding of the R&D
activities as well as our experience gained in the course of similar R&D qualification projects.

Moreover, if necessary, we would organize personal meetings with the representatives of the R&D Office where we would provide professional
support to the Company in order to clarify any questions raised during the qualification procedure in relation to the exact activities, workflows,
processes or technical information presented in the application form(s).

We would also draft and submit any additional documents potentially required by the R&D Office for the qualification procedure with the assistance of
the R&D department of the Company.
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QGA (siide12-13)

| have heard that if a Hungarian company is bearing a part of R&D costs
performed by other group companies out of Hungary through a certain
Intercompany contract, it also could be regarded as R&D activity, even though
there is no activities in Hungary. Is it true?

It may be true for certain tax incentives (e.g. double deduction for CIT purposes, deduction of R&D costs for LBT and
innovation contribution); however, it is important that in this case, the R&D activity of the group member recharging the
R&D costs needs to be analysed whether it meets the necessary requirements (and as suggested, asking an R&D
gualification for such activity). Additionally, proper underlying documentation and analytics (breakdown) should be
available for the cost recharge. In case of recharged R&D costs, we recommend in-depth analysis on the nature of the
R&D activity and the recharged costs for the purposes of the potential application of the R&D incentives.

If we realize that a part of our activities should be R&D, could we enjoy double

deduction of R&D direct costs retrospectively?

Yes, the double deduction of the R&D direct costs may be enforced retroactively for the open tax years within the
statutory limitation period via self-revision.

KPMG
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A lot of Japanese companies are using an intercompany comprehensive contract
called “Technology cooperation agreement” to charge wider items, such as
loyalty, technical support by HQ’s employees on site, training of local employees,
R&D costs, etc. What should be paid attention in the case. Detailed breakdown
on those costs should be prepared to make it clear what amount is for R&D direct
costs?

Yes, in order to potentially apply R&D incentives on the recharged costs, proper breakdown and underlying
documentation should be available on the recharged R&D costs.

Does the R&D qualification of the Hungarian R&D Office necessary for the

utilization of the R&D incentives?
To certain incentives like the R&D cash grant, the R&D qualification is a requirement, but in case of the tax incentives we
also highly recommend obtaining the official qualification from the R&D Office in order to avoid disputes with the Tax

Authority in this respect. In the possession of positive R&D qualifications, the Tax Authority is not in the position to
challenge the R&D nature of the respective activities but may only review the direct cost analytics.

KPMG
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