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Seamless

Transparency
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Foreward

Dear Reader,

A large proportion of corporations is engaged in research, development and innovation (R&D&I) activities
since an innovative approach is inevitable for long-term success. However, most of them are unfamiliar with
the concept of R&D activities in the light of relevant legislation therefore missing out on possible cost-cutting
prospects through R&D incentives.

We can say, R&D is a viral topic throughout Europe. Within the European Union, the legal bases for current
research and technological development policy are already embedded in the Treaty on the Functioning
of the European Union. Over the years the EU has launched several multiannual European level R&D
framework programs. The current program called Horizon Europe is the 9th in the row being the world's
largest research and innovation program and will run between 2021-2027.

The Member States should build their legislation on EU regulation and definitions, yet some country-spe-
cific differences can occur since taxation is in the competence of the Member States. The foundation of
the definitions can be found in EU law, hence we considered useful to briefly summarize research and
development activities based on that.

Our mission is to serve the goal of our clients with a cross-border approach, including assistance to bene-
fiting from the possible R&D incentives throughout most of the Member States. In the frame of this guide
our am is to provide the Reader a general overview of R&D incentives from an array of 24 Member States
complemented with those available in Albania, Switzerland and the United Kingdom ensuring an easy ac-
cess to useful information.

We hope and believe that with our cross-border approach we can contribute to your success.

Yours sincerely,

Karoly Radnai
European Business Incentives & Tax Credits Coordinator
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|. The definition
of research and
development
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On EU level, the definition of R&D is directly provi-
ded by European Union regulations and guidelines
(e.g. by the General Block Exemption Regulation
or by the State aid Framework for research, de-
velopment and innovation), so the concept itself
should be the same in all EU Member States.
The same definitions are applied by the additional
members of the European Economic Area (Ice-
land, Lichtenstein and Norway), Switzerland and
the United Kingdom as well.

R&D is characterized by (i) novelty, (i) the reso-
lution of scientific and technological uncertainties,
as well as (iii) creative and (iv) systematic activities,
(v) the results of which may be transferable and
reproducible by others.

The three main types of research and development
are fundamental research, industrial research, and
experimental development. From the perspective
of incentives, these activities separate from so-cal-
led innovation activity, which can be interpreted as
innovation within an organization.

Experimental development means the ac-
quiring, combining, shaping, and using existing
scientific, technological knowledge and skills for
the purpose of new, altered or improved pro-
ducts, processes or services.

Example: development of new software appli-
cations, substantial improvements or prototyping
of operating systems, application programs, trial
operation and testing related activities.

Industrial research means the acquisition of
new knowledge and expertise to develop new
products, processes or services, or to bring
about significant improvements in existing pro-
ducts, processes, or services.

Example: during the development of the new
raw material, the study of the binding of raw ma-
terials, the analysis of chemical reactions; deve-
lopment of new programming languages, new
operating systems and program generations.

Fundamental research means experimental or theoretical work undertaken primarily to acquire new
knowledge of the underlying foundations of phenomena and observable facts, without any direct practical

application or use in view.

Most of the incentives focus on research and deve-
lopment. However, innovation and IP protection are

supported by several measures as well.




Il. Summary of R&D incentives
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What type of incentives are available in Your country?

What are the typical eligibility requirements for R&D incentives?

What type of spendings/costs can qualify?

What is the maximum of the R&D tax benefit?

Is there a limitation or an additional intensity benefit based on size or legal status?

Is there a limitation of the utilization period? If yes, please specify the period.

Does Your country apply a patent box regime?

How will Global Minimum Tax impact Your R&D regime? Are currently existing R&D incentives
expected to be changed / reshaped?

What services would You offer with respect to R&D incentives and royalty planning?
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Albania

Olsi Coku | Special counsel
o.coku@kalo-attorneys.com

01 — What type of incentives are available in Your country?

“Abbreviations:

PIT: Personal income tax
VAT: Value added tax

IT: Infrastructure tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive v PIT
Reduced tax rates v VAT
Reimbursement

Tax base deduction

Tax credit

Tax exemption v VAT, IT
Tax holiday

Other N

02 — What are the typical eligibility require-
ments for R&D incentives?

The Investment Reform Action Plan (IRAP) sets out
a detailed list of reform actions to be enacted by
the Government of Albania as part of the Regional
Investment Reform Agenda (RIRA)'s implemen-
tation. The reform actions are structured along 3
eligible areas for different tax incentives outlined
in the RIRA as Technological and Economic De-
velopment Areas (TEDAs): 1. Investment Entry &
Establishment; 2. Investment Protection & Reten-
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tion; and 3. Investment Attraction & Promotion.
There are 45 types of investment incentives in
total spread in 29 sector-specific incentives for:
manufacturing, agri-business, agriculture, tourism,
renewable energy; ICT, automotive, oil and gas,
handicraft, etc.

03 — What type of spendings/costs can
qualify?

e Training costs: Training costs are deductible
for a period of 10 years, up to the double of

the value.

e Deductible Social Security Costs: wages
and social security costs are up to 1560% de-
ductible for the first year. New expenses for
these categories compared to the previous
year are 150% deductible for the subsequent
year.

e R&D costs: Research and Development co-
sts are doubly deductible for a period of 10
years.

e (Capital expenditure: 20% deductible for 2
years if developers/users invest in the TEDA
within 3 years of operation.

04 — What is the maximum of the R&D tax
benefit?

e VAT: Imported goods in TEDA and transpor-
ted goods between TEDAs are exempt from
VAT. A reduced rate of value added tax of 6%
was applied to sales of public passenger tran-
sport vehicles with nine or more seats, fitted
with electric engine. The 6% rate was applied
untl 31 December 2021. From 1 January
2022, the reduced VAT rate applied for such
purpose is 10%. Companies producing or
installing solar panel systems enjoy exemp-
tion from customs duties and VAT charged on
solar panel systems. Individuals producing or
installing such systems for hot water or sani-
tary purposes in buildings or industrial tech-
nological processes should be reimbursed for
the custom duties paid on the import of raw
materials used for the production or assembly
of these systems.

e Profit tax: For legal persons exercising the
production / development of softwares, the
applied profit tax rate is 5%. Additionally, de-
velopers and users are exempted from 50%
of the profit tax rate for a period of 5 years.

e Construction tax: Developer's projects are
exempt from infrastructure taxes, whereas
buildings in TEDAs are exempted from real
estate taxes for b years.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

There are no limitations on size or legal status as
long as the investments are carried out in TEDASs
by companies conducting activities in the incen-
tivized areas.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Loss Carry Forward for Corporate Income Tax
Purposes: Fiscal losses can be carried forward
for 3 consecutive years (the first losses are used
in the first). However, they can't be carried forward
if more than 50% of direct or indirect ownership of
the share capital or voting rights of the taxpayer is
transferred (changed) during the tax year.

07 — Does Your country apply a patent box
regime?

There are no preferential regimes in Albania of the
patent box type.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Global minimum tax may affect the scope / appli-
cation of the R&D incentives, but actual rules are
not published yet.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e R&D focused due diligence

e Review/preparation of R&D cost calculations

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Review of corporate governance systems to
track R&D activities

e Assistance in the preparation and submission
of ruling requests for preliminary/subsequent
R&D qualification

e Preparation of guideline and ruling requests to
be submitted to the Tax Authority, the Ministry
of Finance or other authorities

e Assistance in application of state aid rules for
cumulation of various incentives
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Austria

Magda Zarsky | Partner
magda.zarsky@steuerservice.at

01 — What type of incentives are available in Your country?

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

There is a research premium ('Forschungspram-
ie") for intemal research (‘eigenbetriebliche For-
schung”) and contract research (‘Auftragsfor-
schung”). The premium is a non-taxable business
income and therefore does not lead to a reduction
in expenses. Since 1 January 2018, the premium
rate is 14%.
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Internal research:

Internal research is systematic research and expe-
rimental development using scientific methods in
a domestic company or a domestic establishment
by the company itself. The Ministry of Finance
has specified the criteria for when such research
is considered to have taken place on the basis
of an authorization in the Research Premium Or-
dinance (Forschungspramienverordnung BGBI I
2012/518). As a general rule, research and expe-
rimental development consist of activities the pri-
mary objective of which is further technical impro-

vement of the product or process. As mentioned
above, guestions of delimitation are defined in
more detail in the ordinance.

In order to claim a research premium for internal
research, the taxpayer must submit an annual
report (free of charge) to the Research Promo-
tion Agency (“Forschungsférderungsgesellschaft
mbH" — "FFG”"). The FFG evaluates whether the
substantive prerequisites for research and expe-
rimental development are fulfilled. In such appli-
cation the entire research activity of the business
year for which the premium is being applied for
shall be presented, broken down into research
projects and research focus areas. In the expert
report, the FFG evaluates the extent the legal re-
quirements are fulfilled to. The completed expert
report of the FFG is sent to the tax authority in
charge and can be viewed by the taxpayer or
his/her tax representative (tax advisor) in “Finan-
ZOnline”. The FFG determines only whether the
company's R&D activities detailed in the applica-
tion correspond qualitatively with the legal requi-
rements. Assessing whether the basis for calcu-
lating the premium has been correctly determined
is the responsibility of the tax authority.

For individual research projects, an application
can be filed to the tax authority to have a research
certificate issued. The existence of the eligibility
requirements can be agreed in it in advance.

Contract research:

The same qualitative requirements apply as for
internal research. However, an expert report from
the FFG is not required. A research certificate is
not foreseen.

03 — What type of spendings/costs can
qualify?

Internal research:

The assessment basis for the research premium

includes the following:

e Wages and salaries for employees engaged
in research and experimental development,
as well as fees from work contracts,

e Direct expenses (expenditures) and direct
investments (including the acquisition of
land), insofar as they are sustainable (i.e. at
least half the useful lifespan, in case of land
and buildings minimum 10 years) for research
and experimental development.

e Financing expenses (expenditures), insofar
as they are attributable to research and
e Experimental development
e Overhead costs, insofar they are attribu-
table to research and experimental development
(e.g. costs of the payroll office, if attributable to
research personnel)

The expenses for research and experimental
development shall be presented in a list. The list
shall contain the calculation of the assessment
pasis and the research premium determined
thereupon. The list shall be presented to the tax
authority on request.

Contract research:
The same qualitative requirements apply as for
internal research. However, the research premium
can only be claimed for expenses amounting to
EUR 1 million per business year (to be aliquoted if
shorter than 12 months). In order for the principal
to be able to clam the premium for its expen-
ses (expenditures) generated for the benefit of the
commissioned research company, the following
requirements must be met:

e The research must be commissioned by a
domestic company or a domestic permanent
establishment,

e The commissioned research company must
be aninstitution (e.g. university, research asso-
ciation) or a company that deals with research
and development tasks and is established in
the EU or the EEA. The contractor may not be
under the controlling influence of the principal
or be a member of a group of companies to
which the principal also belongs.

e The principal shall inform the contractor by the
end of the financial year about the extent of a
research premium for contract research to be
claimed. The costs invoiced by the contractor
shall be the maximum basis for assessment.

The Contractor may not claim any additional pre-
mium for internal research for the R&D expenses
covered by the Principal's Notice. This excludes
double tax consideration. The contractor can then
only claim a research premium for internal resear-
ch for the remaining part of the expenses.

04 — What is the maximum of the R&D tax
benefit?

The research premium amounts to 14% of the
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research expenditure eligible for the premium. In
case of contract research, the research premium
can only be claimed for expenses amounting to
EUR 1 million per business year (to be aliquoted if
shorter than 12 months).

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

The prerequisite for claiming the research premium
is the determination of profits by means of a com-
parison of business assets (balance sheet) or a
complete income-expenditure account (no flat-ra-
te calculation). The legal form of the company is
not decisive. In case of a partnership, the research
premium is to be claimed by the partnership (not
by the individual partners).

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

The research premium must be claimed at the
latest by the time the income tax, corporate tax or
assessment notice for the respective year beco-
mes legally binding.

07 — Does Your country apply a patent box
regime?

Austria does not apply a patent box regime.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

We do not expect changes.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

We offer all services related to income and corpo-
rate taxation.
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Belgium

Michael Malengreaux | Partner
michael.malengreaux@thg.be

Nicolas Bisschop | Of Counsel
nbisschop@thg.be

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax
WT: Wage tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Vv CIT

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

v CIT

Tax credit

v CIT

Tax exemption

Tax holiday

Other

Vv

02 — What are the typical eligibility require-
ments for R&D incentives?

Key eligibility criteria by tax type:

¢ Innovation Income Deduction / IP box (CIT):
Net qualifying IP (patent, copyrighted software
etc.) incomes are 85% deductible from the CIT
pase.

e R&D tax credit (CIT). R&D costs capitali-
zed may qualify for a one-time R&D tax credit
(13.5%) or a spread tax credit (20.5% on the
depreciations). Development costs must be
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booked as (intangible) assets. Under certain
conditions, research costs may also qualify.
Taxpayers can claim a refund if the excess tax
credit is not used after five years. A certificate
from a regional authority attesting that the R&D
activities do not have a negative effect on the
environment must be requested within 3 mon-
ths after the closing of the FY.

Partial exemption of WHT for researchers
(WT): A payroll withholding tax exemption of
80% can be granted to employers for wages
paid to qualifying researchers working on R&D

projects or programs. The incentive results in
an immediate cash benefit for the company.
The exemption applies to researchers with
specific master and bachelor degrees. “Young
Innovative Companies” do not have degree
requirements to claim the WHT exemption for
their scientific personnel.

e Others: National/EU grants & subsidies, au-
thor rights regime

An official R&D qualification may be requested
from a competent authority (BELSPO) to confirm
that an R&D project or program qualifies as R&D
for tax incentives.

03 — What type of spendings/costs can
qualify?

¢ Innovation Income Deduction / IP box
(CIT): Income based incentive. R&D costs are
to be deducted from the gross innovation in-
come.

e R&D tax credit (CIT): Development costs
capitalized and, under conditions, research
costs.

e Partial exemption of WHT for researchers
(WT): Wages paid to qualifying researchers
working on R&D projects or programs.

04 — What is the maximum of the R&D tax
benefit?

® Innovation Income Deduction / IP box
(CIT): 85% tax exemption on net revenue ge-
nerated from qualifying IP rights.

e R&D tax credit (CIT): Tax cash benefit of
3.375% (one-off) or 5.125% (spread) on the
value of qualifying R&D capex or patents.

e Partial exemption of WHT for researchers
(WT): 80% payroll withholding tax exemption.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

In general, there is no limitation on size/industry.
SMEs may benefit from a proportionately higher
investment deduction (including R&D assets).

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

¢ Innovation Income Deduction / IP box
(CIT): For patent related income, IP box can

be claimed (on a temporary basis) as from the
date of filing a patent. For copyrighted softwa-
res, a binding advise from BELSPO is usually
imposed. The request of an advance tax ru-
ling is recommended. For income related to
calendar year FY 2022, the ruling procedure
should be initiated by 30 November 2022 at
the latest.

e R&D tax credit (CIT): Only applicable to new
R&D capex.

e Partial exemption of WHT for researchers
(SST): Applies only as from the notification of
an R&D project or program to BELSPO.

07 — Does Your country apply a patent box
regime?

Yes, the Innovation Income Deduction which also
applies to copyrighted software income. The
OECD nexus approach applies.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Global minimum tax could affect the scope/ appli-
cation of the R&D incentives.

The author right regime is likely to be changed
or abolished in the near future. Stricter conditions
are also likely to be introduced for the application
of the partial exemption of WHT for researchers
(mandatory time sheeting etc.).

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e [P box/ R&D incentives implementation

e Assistance in the preparation and submission
of ruling requests

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Analysis of R&D related cost sharing agree-
ments and methods applied intragroup
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Bulgaria

Dennitsa Dimitrova | Partner
d.dimitrova@kambourov.biz

*Abbreviations:

01 — What type of incentives are available in Your country? CIT: Corporate income tax

PIT: Personal income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan 4 CIT, PIT
Patent-related incentive

Payroll-related incentive v CIT
Reduced tax rates v CIT
Reimbursement

Tax base deduction 4 CIT, PIT
Tax credit

Tax exemption v CIT, PIT
Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

At present, there are no tax R&D incentives in Bul-
garia.

03 — What type of spendings/costs can
qualify?

Not applicable due to the limited availability of R&D
incentives in Bulgaria.
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04 — What is the maximum of the R&D tax
benefit?

Not applicable due to the limited availability of R&D
incentives in Bulgaria.

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

Not applicable due to the limited availability of R&D
incentives in Bulgaria.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Not applicable due to the limited availability of
R&D incentives in Bulgaria.

07 — Does Your country apply a patent box
regime?

Bulgaria does not apply a patent box regime.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

We do not expect changes.
09 — What services would You offer with
respect to R&D incentives and royalty

planning?

We offer all services related to corporate taxation
and transfer pricing.
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Croatia

Anda Redzi¢ | Dipl.iur
anda.redzic@cevizovic.eu

01 — What type of incentives are available in Your country?

Types of incentives ( \/ if applicable)

Relevant tax type

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

Aid for research and development projects is re-
gulated by the Act on State Aid for Research and
Development Projects (OG 64/18) which has been
in force since 26 July 2018.

Entrepreneurs must submit an application for the
award of state aid to the Ministry of Economy, En-
trepreneurship and Crafts, as the grantor, directly
or by mail before project activities begin.
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Implementing body: Croatian Agency for SMEs,
Innovations and Investments — HAMAG BICRO

Beneficiaries: legal and natural persons, ta-
xpayers of profit tax and income tax.

Type of aid: tax relief for research and develop-
ment projects and feasibility studies (reduction of
the tax base).

A research and development project includes one
or more categories of research: basic research,

industrial research and experimental development
or feasibility study.

03 — What type of spendings/costs can
qualify?

The following are considered justified research

costs:

e Salaries of employees and compensation
of persons directly participating in research

e Material costs for research (consumed raw
materials and materials including packaging
and small inventory, consumed energy, spa-
re parts used or consumed during research,
spent material and parts for current and in-
vestment maintenance of facilities and equip-
ment directly used for research)

e Costs of services used during research,
such as intellectual services related to resear-
ch and all other services that are a condition
for carrying out research

e Depreciation costs of real estate, plant and
equipment in the part in which these funds
are used for research by those taxpayers who
carry out research themselves, and deprecia-
tion expenses determined in the manner pre-
scribed by Article 12 of the Law on Profit Tax

e Amortization costs of acquired paten-
ts and licenses used for specific research,
and amortization expenses determined in the
manner prescribed by Article 12 of the Inco-
me Tax Act

e General costs, which are understood to
mean only those costs that are necessary for
research and that can be allocated on a rea-
sonable and consistent basis to that activity,
such as process insurance premiums, liabi-
lity and research equipment, and rents and
membership fees of professional research
associations

04 — What is the maximum of the R&D tax
benefit?

The maximum aid intensities to which a benefi-

ciary may be entitled, on any basis under this Act,

including other legal bases, may be up to:

e 100% of the amount of eligible project costs
for fundamental research

e  50% of the amount of eligible project costs for
industrial research”

o 25% of the amount of eligible costs of the
project for experimental development™

e 50% of eligible costs for feasibility studies™

* Ald intensities for industrial research and expe-
rimental development may in some cases be in-
creased to a maximum aid intensity of 80% of the
eligible costs for industrial research and experi-
mental development.

= Aid intensities for feasibility studies may be in-
creased by 10 percentage points for medium-si-
zed enterprises and 20 percentage points for
small enterprises

The total amount of support for research and de-
velopment that the beneficiary may receive per
project under this Act is as per the following ca-
tegories:

e Predominantly fundamental research: in Cro-
atian Kuna equivalent to a maximum of EUR
300 thousand per entrepreneur per project

e Predominantly industrial research: in Croatian
Kuna equivalent to a maximum of EUR 200
thousand per entrepreneur per project

e Predominantly experimental development:
in Croatian Kuna equivalent to a maximum
of EUR 100 thousand per entrepreneur per
project

e [easibility studies in the preparation of resear-
ch activities: in Croatian Kuna equivalent to a
maximum of EUR 50 thousand per study

The maximum total cumulative amount of support
for a research and development project that an
individual entrepreneur may receive on the basis
of this Act and other legal bases is as per the fol-
lowing categories:

e Predominantly basic research: in Croatian
Kuna equivalent to a maximum of EUR 40 mil-
lion per entrepreneur per project.

e Predominantly industrial research: in Croatian
Kuna equivalent to a maximum of EUR 20 mil-
lion per entrepreneur per project.

e Predominantly experimental development: in
Croatian Kuna equivalent to a maximum of
EUR 15 million per entrepreneur per project.

e [easibility studies in the preparation of resear-
ch activities: in Croatian Kuna equivalent to a
maximum of EUR 7.5 million per study.

The beneficiary receives support through an ad-
ditional reduction of the tax base for eligible costs
of research and development projects or feasi-
bility studies, in accordance with the regulations
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on profit tax or income tax, in the following total C
percentages: y p I'U S

e  200% of eligible project costs for fundamental

research
e 150% of eligible project costs for industrial re-

search
e 125% of eligible project costs for experimental

development Nakis Kyprianou | Managing Partner
e 150% of eligible costs for feasibility study nakis.kyprianou@cy.andersen.com

05 — Is there a limitation or an additional inten-

sity benefit based on size or legal status? . -
Abbreviations:

01 — What type of incentives are available in Your country? CIT: Corporate income tax
Intensity benefit depending on the size of the com- PIT: Personal income tax
pany.

Types of incentives ( \/ if applicable) Relevant tax type*
06 — Is there a limitation of the utilization

period? If yes, please specify the period.

Project implementation period: up to 3 years from
commencement of the project.

07 — Does Your country apply a patent box
regime?

Croatia does not apply a patent box regime.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

We do not expect changes.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e Creation of business plans and investment
studies

e Preparation of projects and project proposals
for applications to public tenders for incentives
and grants
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Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

v PIT, CIT

Tax credit

4 PIT, CIT

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

Any expenditure for scientific research incurred
by a person carrying on any business, as well
as R&D expenses as recognized by international
accounting standards carried out by small and
medium-sized innovative companies, shall be de-
ducted from taxable income if they were wholly
and exclusively incurred to produce income, so
long as the Commissioner is satisfied that such
expenditure has been incurred for the use and
benefit of the business.

Any such expenditure of a capital nature shall be
distributed equally between the tax year in which
it was incurred and the five immediately following
years.

For expenses incurred during 2022, 2023 and
2024, including expenses of a capital nature, an
extra tax deduction of 20% is granted for R&D
expenses. Therefore, 120% of the actual eligible
R&D expenses can be deducted from the taxable
income.
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Where the relevant expenses are of a capital na-
ture, the deduction is claimed over the anticipated
life duration of the intangible asset, according to
accepted accounting principles and with a maxi-
mum period of 20 years.

The person carrying on the business should have
economic ownership of the intangible asset that
arises or is likely to arise from incurring such R&D
expenses.

03 — What type of spendings/costs can
qualify?

Any expenditure for scientific research (inclu-
ding expenses incurred for the acquisition of plant
and machinery or buildings, including staff accom-
modation) incurred by a person carrying on any
business, as well as R&D expenses as recogni-
zed by intermational accounting standards carried
out by small and medium-sized innovative com-
panies, if they were wholly and exclusively incur-
red for the production of income, so long as the
Commissioner is satisfied that such expenditure
has been incurred for the use and benefit of the
business.

Additionally, any qualifying investor making a ri-
sk-finance investment in an innovative small and
medium-sized enterprise (SME) may deduct the
costs of the investment from their taxable income
(subject to limitations).

04 — What is the maximum of the R&D tax
benefit?

In case of a risk-finance investment in an innovati-
ve SME, the tax deduction is limited to 50% of the
investor's taxable income in the year of the invest-
ment, and the total deductible amount may not
exceed EUR 150 thousand per year.

The remaining investment cost not claimed as tax
deductible may be carried forward and deducted
from the taxable incomes of the subsequent 5 ye-
ars, subject to the aforementioned restrictions.

In practice, the tax savings can be as high as 35%
of the investment in an innovative business depen-
ding on the investor’'s personal income tax bracket
and subject to the aforementioned restrictions.
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05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

In case of a risk-finance investment in an innova-
tive SME, the investee must satisfy the following
characteristics:
e |ts operations are carried out in the Republic of
Cyprus, and
e Has drawn up a business plan for the venture
capital investment and, in addition, meets at
least one of the following conditions:
¢ |s not currently active in any market, or
® Has operated in any market for less than 7
years after its first commercial sale, or

e Requires an initial business risk financing in-
vestment based on a business plan drawn
up for a new product or penetration into a
new geographic market, which is higher
than 50% of its average annual turnover
over the previous 5 years; and

e The company must not be listed on the Cypriot
or any other stock exchange, and

e A company stops being innovative if receiving
more than EUR 15 million in investments.

e To obtain a certificate of ‘innovative SME’ sta-
tus, it is necessary to receive a independent
auditor statement confirming that research and
development (R&D) expenses (including capi-
talized) represent more than 10% of the enter-
prise’s total operating expenditure in at least
one out of the 3 years preceding that of the
investment.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Any cost of investment in an innovative SME not
claimed as tax deductible because of the limita-
tions explained in point 4, may be carried forward
and deducted from the taxable incomes of the
subsequent 5 years.

07 — Does Your country apply a patent box
regime?

The Cyprus IP tax regime covers a wide range of

intangibles including:

e Copyrights, which may take any of the following
forms: literary works, dramatic works, musical
works, scientific works, artistic works, sound
recordings, films, broadcasts, published edi-
tions, databases, publications, software pro-
grams

e Patented inventions

e Trademarks (and service marks), designs and
models that are used or applied on products

Tax benefits of Cypriot IP companies:

e 80% of worldwide royalty income generated
from IP owned by Cypriot resident companies
(net of any direct expenses) is exempt from
income tax

e 80% of profit generated from the disposal of IP
owned by Cypriot resident companies (net of
any direct expenses) is exempt from income
tax

e Any expenditure of a capital nature for the ac-
quisition or development of IP is claimed as a
tax deduction in the year in which it was incur-
red and the immediate 4 consecutive years.

e Al the above exemptions are also available
for IPs acquired or developed before January
2012

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Global Minimum Tax may affect the scope / appli-
cation of the R&D incentives, but actual rules are
not published yet.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e R&D focused due diligence

e Review/preparation of R&D cost calculations

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Review of corporate governance systems
(ERPs) to track R&D activities

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group

e Assistance in the preparation and submission
of ruling requests for preliminary/subsequent
R&D qualification

e Preparation of guideline and ruling requests to
be submitted to the Tax Authority, the Ministry
of Finance or other authorities

e Patent box planning, royalty qualification
assistance

e All legal work in connection to registrations,
agreements preparation, protection of pro-
duct designs, licensing, franchising, and

sponsorship
o
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Czech Republic

Monika Rutland | Partner
monika.rutland@rutlands.cz

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax
PT: Property tax

Types of incentives ( / if applicable)

Relevant tax type

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive v Cash grant
Reduced tax rates

Reimbursement v Cash grant
Tax base deduction v CIT
Tax credit v CIT
Tax exemption v PT
Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

R&D support can be provided mainly within the
scope and the conditions set out in the Czech Act
on the Support of Research and Development.
R&D support is typically project-focused. The pre-
sence of a measurable element of novelty and cla-
rification of research or technical uncertainties is
required.
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R&D support includes R&D tax allowance and in-
vestment incentives as well as direct support in
the form of various financial subsidies:

e R&D tax allowance: It allows businesses
to reduce the corporate income tax base by
expenses incurred in the implementation of
R&D activities. The tax benefit is provided as
a tax credit on an annual basis through a de-
duction from the tax base. The taxable entity
must apply for tax deduction for every single
new project with the relevant financial authori-

ty and must prepare project documentation,
including a description and objectives of the
project (planned budget, project schedule
and phases, team). The eligible costs for the
project must be kept separately.

¢ |nvestment incentives: These aim at sup-
porting so-called technology centres (projects
with higher added value) outside Prague with
a focus on both the establishment and expan-
sion of development capacities. The project
must not be launched before the application
for an investment incentive. The projects are
subject to the approval of the Czech gover-
nment. Investment incentives also include
employment and training incentives, inclu-
ding cash grants. Besides that, support can
also be provided by local labour offices. The
investment incentive may also be granted
through a property tax exemption in special
industrial zones.

¢ Financial subsidies: Various cash grant pro-
grams for R&D, both from national and EU
funds are available in the Czech Republic,
including grants for capital expenditure (CA-
PEX), operating expenditure (OPEX), or tech-
nology — Industry 4.0” investment grants for
small and medium-sized enterprises.

03 — What type of spendings/costs can
qualify?

The following spendings/costs incurred in the im-

plementation of R&D activities may be deducted

from the corporate income tax base as a special

tax allowance:

e Direct costs (wages, costs of materials and
supplies)

e Jax depreciation of tangible movable property
used for R&D activities

e QOperating expenses (electricity, water, heat,
gas, etc.)

e Jravel reimbursements related to the realiza-
tion of R&D activities

e (Costs related to financial leasing related to the
realization of R&D activities

e Certification of the R&D results (e.g. homolo-
gation)

04 — What is the maximum of the R&D tax
benefit?

R&D tax deduction from the corporate income tax
rate has two components:

e Upto 100% of the R&D eligible costs incurred
in a given tax year may be deducted from the
corporate income tax base as a special tax al-
lowance. These costs are therefore deducted
twice for tax purposes: once as a normal ta-
x-deductible cost and then again as a special
tax allowance.

e An additional 10% deduction is provided in
the amount of the difference between the eli-
gible costs of the current year and the eligible
costs of the prior year.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

There is no limitation for the R&D tax allowance.

The amount of investment incentives depends
on the size of the applicant or the type of invest-
ment. It also varies according to the regional map
of support.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

R&D tax allowance may be deducted from the
corporate income tax base in a given tax year.
However, if the deduction cannot be claimed (due
to a tax loss or the deduction exceeding the an-
nual tax base) any non-utiized R&D allowance
can be carried forward and utilized within the fol-
lowing three years.

07 — Does Your country apply a patent box
regime?

The Czech Republic does not apply a patent box
regime.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

The new rules on the Global Minimum Tax, inclu-
ding the legislative framework, should be known
in 2023. This might have an impact on R&D re-
gime, but specific rules have not been published
yet,

29



mailto:monika.rutland%40rutlands.cz?subject=
mailto:anda.redzic%40cevizovic.eu?subject=

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D qualification pre-check and check

e R&D focused due diligence

e  Company formation & domiciliation, corporate
structure review

e Review/design/preparation of R&D documen-
tation with a view to mitigating legal and tax
risks

e Assessment of costs eligible for the deduction
as a special tax allowance

e |egal and tax services related to corpora-
te taxation, including analysis of potential tax
savings

¢ Representation before the Tax Administration

e Assistance with respect to tax audits and
inspections carried out by the Tax Administration
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Denmark

Peter Hansen | Partner
pha@bachmann-partners.dk

*Abbreviations:

01 — What type of incentives are available in Your country? CIT: Corporate income tax

PIT: Personal income tax

Types of incentives ( /' if applicable)

Relevant tax type*

Accelerated depreciation

on R&D assets v CIT (PIT)
Loan

Patent-related incentive v CIT (PIT)
Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction v CIT (PIT)
Tax credit v CIT (PIT)

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

There are a number of R&D tax incentives in Den-
mark.

R&D costs incurred in connection with a taxable
person’s business may either be deducted fully
for tax purposes in the income year where the co-
sts are incurred or depreciated in the same year
and the following four years on a straight-line ba-
sis —i.e. 20% annually.

A prerequisite for tax deductibility is that the incur-
red costs have a commercial purpose.

Costs related to acquired patents and know-
how can be deducted in two manners for tax
purposes. Either by way of depreciation in the
year of acquisition and the following 6 years on
a straight-line basis —i.e. 1/7 annually. Or by full
deduction in the year of acquisition.

The same applies to costs related to licenses or
the right to use patents or know-how.
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These provisions are not directly deemed as R&D
costs, however, are similar in nature.

Companies having losses deriving from R&D co-
sts can apply for a payment equal to the tax value
of negative taxable income —i.e. a 22% repayable
tax credit is available for the actual R&D costs in-
curred within the income year.

Generally, research is defined as the creation of
new knowledge. Development is generally defi-
ned as the application of known knowledge. If an
individual project is not to be considered a mere
routine in nature, the project is deemed to be de-
velopment,

03 — What type of spendings/costs can
qualify?

The notion of R&D costs has been described
briefly above.

The most common R&D costs are those related
to remuneration of employees, raw material
costs, expenses related to renting premises,
acquiring or renting machinery, furniture and
similar operating equipment. Costs incurred for
R&D carried out by subcontractors will fall under
the provisions.

04 — What is the maximum of the R&D tax
benefit?

The depreciation basis for R&D costs has tempo-
rarily been enhanced to 130% in 2020-2022 as
a COVID-19 stimulus measure. The depreciation
pasis for R&D costs is 108% in 2023-2025 and
110% from 2026.

Maximum deduction for the enhanced deprecia-
tion basis is DKK 910 million for the years 2021
and 2022.

For companies participating in Danish group ta-
xation the limit of DKK 910 million applies for all
the companies in the group together —i.e. the cap
cant be exceeded by creating a new subsidiary
that performs R&D activities.

The enhanced tax deductions mentioned above
where the base is multiplied by a factor could be
described as a tax base deduction measure.
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05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

Companies applying for a tax credit due to losses
from R&D costs are subject to limitations in the tax
credit,

The negative taxable annual income is maximized
to DKK 25 million.

For companies participating in Danish group taxa-
tion the limit is DKK 25 million. This amount applies
for all the companies in the group together — i.e.
the DKK 25 million cap can't be exceeded by cre-
ating subsidiaries performing R&D activities.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Pursuant to the general carry forward regulations
in the CIT Act companies are granted an unlimi-
ted carry forward option of tax losses. However,
the annual amount of losses from previous tax ye-
ars to be set off against profits can't exceed DKK
8,872,500 (2022). This base amount applies to
group level, i.e., companies participating in Danish
group taxation have a mutual base amount of DKK
8,872,500 for the group as a whole.

If the loss carried forward exceeds DKK 8,872,500,
the remaining loss may be set off against 60% or
less of the year’s profit. There is no time limit for how
many years the losses may be carried forward.

07 — Does Your country apply a patent box
regime?

Denmark does not apply a patent box regime. In-
come deriving from patents and other intellectual
property rights is taxed as ordinary income.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

It is unclear if and how the Global Minimum Tax
initiative by the OECD will affect the scope or ap-
plication of existing Danish R&D tax incentives.
However, no amendments of the existing rules
have been proposed yet.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e Assistance with contact to the Danish Tax
Authorities regarding the qualification of R&D
costs

e Assistance in the preparation and submission
of requests for binding rulings regarding the
qualification of R&D costs

e Assistance in litigation regarding the gqualifica-
tion of R&D costs
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Estonia

Margus Reiland | Partner
margus.reiland@lextal.ee

01 — What type of incentives are available in Your country?

Types of incentives ( / if applicable)

Relevant tax type

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Tax credit

Tax exemption

Tax holiday

See 2)

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

In Estonia, there are no specific incentives for
R&D. The general incentive and the main feature
making Estonian corporate income tax (“CIT") sy-
stem different is that Estonian companies do not
pay income tax on undistributed profits.

This means that all earnings of an Estonian com-
pany (“‘EstCo”) are not liable to taxation up to the
point of distributing them. This exemption covers
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all economic activity of EstCo, i.e. both active and
passive income and capital gains.

\When profits are distributed, CIT at the rate of 20%
is charged on gross dividends (20/80, when cal-
culated from the net distribution).

03 — What type of spendings/costs can
qualify?

N/A

04 — What is the maximum of the R&D tax
benefit?

N/A

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

N/A

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

N/A

07 — Does Your country apply a patent box
regime?

Estonia does not apply a patent box regime.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

We do not expect changes.

09 — What services would You offer with
respect to R&D incentives and royalty

planning?

We offer all services related to corporate taxation,
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France

Constance Dunoyer de Segonzac | Partner
cdunoyer@squairlaw.com

Philippe Henky | Partner
phenky@squairlaw.com

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation

on R&D assets v CIT
Loan

Patent-related incentive v CIT
Payroll-related incentive

Reduced tax rates

Reimbursement Vv CIT
Tax base deduction

Tax credit v CIT

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

R&D incentives are typically project focused.

France provides R&D tax relief through a volu-
me-based tax credit; Credit d'lmpdt Recherche
(CIR). The R&D tax credit is determined on the
basis of the eligible R&D expenses incurred by a
company during the calendar vyear.

The Finance Act for 2022 introduced a new tax
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incentive to promote innovation in France: the Col-
laborative Research Tax credit (CICo). The CICo
benefits to companies that conclude research col-
laboration contracts with certified Research and
Knowledge Dissemination Organizations (ORDCs),
and which finance, in this context, certain research
expenses incurred by these organizations.

The scientific or technical research operations eli-
gible to CICo are the same as the ones eligible to
R&D tax credit i.e., fundamental research, applied
research and experimental development,

03 — What type of spendings/costs can
qualify?

R&D tax credit. The eligible expenditures mainly

include the following:

e Tax deductible depreciation expenses relating
to fixed assets, created or acquired newly, as-
signed to eligible R&D works/projects, inclu-
ding patents.

e (Costs relating to staff qualifying as scientists
and/or engineers directly and exclusively assi-
gned to research operations.

e (Certain operating expenses.

e (Costs of taking out, maintaining and defen-
ding patents.

¢ Innovation expenses incurred by SMEs for the
design of prototypes of new products or pilot
installations of the same nature not beyond
December 2024,

It should be noted that expenses resulting from
outsourced R&D works/projects could be taken
into account under restrictive conditions. Different
cellings apply to subcontracted R&D, depending
on the type of R&D service provider.

ClCo: The expenses invoiced by the certified
ORDCs for carrying out scientific and technical
research operations provided in the contract are
eligible for the tax credit.

04 — What is the maximum of the R&D tax
benefit?

The R&D tax credit is equal to 30% of the eli-
gible R&D expenses incurred during the year up
to EUR 100 million falling to 5% for R&D expendi-
ture above the threshold of EUR 100 million. For
innovation expenses incurred by SMEs, the tax
credit is equal to 20% of the eligible expenses re-
tained within an overall limit of EUR 400 thousand
per year.

ClCo: The amount of the tax credit is equal to
40% of the expenses invoiced by the certified
ORDCs, up to an overall limit of 6 million euros
per year.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

The rate of the CICo tax credit is increased to
50% for SMEs.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

The R&D tax credit and CICo can be offset against
the corporate income tax payable by the taxpayer
with respect to the calendar year during which the
expenses are paid. Any excess credit can be car-
ried forward and offset against the tax liability of
the taxpayer during the following 3 years. Credits
unused after three years will be refunded to the
taxpayer.

The R&D tax credit and CICo are immediately
refundable to start-up companies (for the year
of their setting up and the four following years),
Young Innovative Companies (Jeunes Enterprises
Innovantes), SMEs (as defined by EU law), and
distressed companies.

07 — Does Your country apply a patent box
regime?

Yes. France applies a favourable tax regime to li-
cence income and capital gains from patents and
some associated intangible assets.

Income arising from the sale, licensing or sub-li-
censing of certain intellectual property rights such
as patents, utility certificates, supplementary pro-
tection certificates attached to a patent or softwa-
re protected by copyright may benefit from a re-
duced 10% corporate income tax rate.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Global Minimum Tax may affect the scope / ap-
plication of the R&D incentives, but nothing has
een entered into French law yet.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e R&D focused due diligence

e Review of R&D cost calculations

e Review of supporting R&D documentations
with a view to mitigating tax risks

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group

e Assistance in the preparation and submission
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of ruling requests for preliminary/subsequent
R&D qualification to be submitted to the Fren-
ch Tax Authority or other authorities

e Patent box planning, royalty qualification
assistance

e Assistance with respect to tax audits
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Greece

Martha Papasotiriou | Partner
martha.papasotiriou@gr.andersen.com

*Abbreviations:

01 — What type of incentives are available in Your country? CIT: Corporate income tax

Types of incentives ( \/ if applicable)

Relevant tax type

Accelerated depreciation

on R&D assets v CIT
Loan

Patent-related incentive Vv CIT
Payroll-related incentive Vv CIT
Reduced tax rates

Reimbursement

Tax base deduction

Tax credit Vv CIT

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

The Income Tax Code states that scientific and te-
chnological research expenses are tax deductible
at an increased rate of 100%. The criteria for the
characterisation of R&D expenses are determined
by a joint decision of the Minister of Finance and
the Minister of Development and Investments.

The expenses must be incurred within Greece,
and they should be related to the promaotion of re-

search and development. They should be genu-
ine, in the sense that they should provide a new
element to the scientific field they are related with.

03 — What type of spendings/costs can
qualify?

Capital expenditure related to R&D (R&D equip-
ment, instruments & software).
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04 — What is the maximum of the R&D tax
benefit?

R&D expenses are deducted from the gross inco-
me of companies at the time of their realisation, at
an increased rate of 100%.

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

There are no limitations on size or legal status.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

If the entity involved is in a loss position after the
deduction of the increased percentage of R&D,
the losses can be carried forward (up to five ye-
ars), according to the general provisions of Greek
Income Tax Code.

07 — Does Your country apply a patent box
regime?

According to Income Tax Code, the profits of a
company arising from the exploitation of an inter-
nationally recognised patent under the name of
and developed by the company are exempt from
income tax for up to three consecutive years, star-
ting from the year in which these profits were reali-
sed for the first time. The exemption is granted on
the condition that there is a connection with the re-
search and development (R&D) expenses incurred
py the company for the development of the patent.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

Global minimum tax may affect the scope/appli-
cation of R&D incentives, but actual rules are not
published yet.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D incentives Tax Advisory Services

e Preparation and Submission of files to the Ge-
neral Secretariat for Research and Technology
for R&D expenditure justification
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Hungary

Karoly Radnai | Managing Partner
karoly.radnai@hu.andersen.com

01 — What type of incentives are available in Your country?

*Abbreviations:

CIT: Corporate income tax
LBT: Local business tax
SST: Social security tax
IC: Innovation contribution
EST: Energy suppliers’ tax

Types of incentives (  if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Vv CIT, LBT, IC

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Vv CIT, LBT, IC

Tax credit

Vv CIT, EST, SST

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

R&D incentives are typically project focused. An
official R&D qualification may be requested from
a competent authority (from the Hungarian Intel-
lectual Property Office (HIPO)) whether the project
subject to the R&D incentive qualifies as R&D.

Key eligibility criteria by tax type:
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CIT double deduction: Direct costs of so-cal-
led “own R&D” activity can be applied for dou-
ble CIT base deduction. (activity to be carried
out either by own assets and employees or
based on an R&D agreement).

LBT and IC base deduction: R&D tax base
deduction determined by the CIT rules can
also be claimed in LBT and IC.

Tax credit in CIT: Special tax credit (Develop-
ment tax credit) can be claimed for R&D in-

vestment projects with min. capex volume of
approx. EUR 250 thousand.

e Tax credit in EST: Upon the decision of the
taxpayer, instead of applying it as a tax cre-
dit in CIT, Development tax credit can also be
claimed in EST up to 50% of the payable tax
(conditions are the same as in CIT).

e SST credit: Upon the decision of the ta-
xpayer, instead of deducting CIT base by the
SST payable for R&D personnel costs, SST
can also be reduced to 50% if the employee
performs R&D. Tax credit can also be claimed
if the company employs researchers with PhD
or similar qualification (with certain limitations).

03 — What type of spendings/costs can
qualify?

e CIT double deduction, LBT and IC base
deduction: Direct costs of own R&D activity
such as R&D personnel costs, depreciation,
certain R&D services purchased.

¢ Development tax credit: R&D project invest-
ment costs (e.g. assets purchased, real esta-
te lease fee).

e SST credit: R&D employees’ direct R&D sa-
lary costs. If the SST credit is claimed, direct
R&D salary costs are not eligible for CIT dou-
ble deduction.

04 — What is the maximum of the R&D tax
benefit?

e CIT double deduction: Up to 9% tax benefit
can be achieved. The double deduction can
be claimed in the tax year in which it is in-
curred or, if these costs are capitalized as IP,
in the tax year in which depreciation is clai-
med, up to the amount of the depreciation.
Direct costs of R&D or depreciation of capita-
lized R&D/IP are considered as tax deductible
expenses from CIT perspective. Additionally,
CIT base can be decreased by R&D costs, up
to 9% tax benefit can be achieved.

e |BT and IC base deduction: Up to 2.3%
R&D tax benefit can be achieved.

e Development tax credit: Depending on the
location of the investment, the overall amount
of the tax credit can reach 50% of the invest-
ment costs at present value. SMEs can reach
up to 70% aid intensity. Payable CIT in a given
tax year can be reduced by up to 80% as a
tax credit, resulting in a tax benefit of 7.2%.

Payable EST can be reduced by up to 50%
as a tax credit, resulting in a tax benefit of up
to 15.5%.

e SST credit: Max. 6.5% tax benefit can be
achieved.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

In general, limitation should not apply based on
size/industry.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

e CIT double deduction, LBT and IC base
deduction: Incentives can be claimed for
past and ongoing projects (within the statute
of limitation period) based on actually incurred
qualiftying R&D costs.

¢ Development tax credit: Tax credit can be
claimed throughout 13 tax years after the
completion of the qualifying investment (max.
within a 16-year long period from the date of
requesting the tax credit).

e SST credit: Tax credit for past and ongoing
projects (within the statute of limitation period)
can be claimed based on actually incurred sa-
lary costs.

07 — Does Your country apply a patent box
regime?

Hungary applies the modified nexus approach for
the patent box regime. Max. 50% exemption (with
the limit of 50% of the pretax profit) applies to qua-
liftying royalty profit with certain conditions (nexus
ratio). Full exemption applies to royalty revenue in
LBT and IC.

Additional exemption applies to capital gains from
the alienation of reported IP (similar to participation
exemption rules) and royalty generating IPs.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Global Minimum Tax may affect the scope / appli-
cation of the R&D incentives, but actual rules are
not published yet.
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09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D focused due diligence

e Review/preparation of R&D cost calculations

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Review of corporate govemance systems
(ERPs) to track R&D activities

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group

e Assistance in the preparation and submission
of ruling requests for preliminary/subsequent
R&D qualification

e Preparation of guideline and ruling requests to
e submitted to the Tax Authority, the Ministry
of Finance or other authorities

e Patent box planning, royalty qualification assi-
stance with HIPO

e Assistance of application of state aid rules for
cumulation of various incentives

e Assistance in grant applications and disburse-
ment of the grant
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lreland

Mark Gorman | Managing Partner
mark.gorman@ie.Andersen.com

01 — What type of incentives are available in Your country?

Types of incentives ( \/ if applicable)

Relevant tax type

Accelerated depreciation
on R&D assets

N4 On Energy Efficient Equipment — often
relates to R&D but not specific to R&D

Loan

Patent-related incentive

Knowledge Development Box (ETR 6.25%)
Vv based on qualifying R&D

Tax rebate limited to level of payroll taxes

Payroll-related incentive 4 paid where company is loss making
Reduced tax rates

. Cash payment based on R&D limited to
Reimbursement 4 level of payroll taxes paid, where losses

Tax base deduction

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

Qualifying activities must be systematic, investi-
gative or experimental activities, in a field of scien-
ce or technology, encompassing either Basic
research, Applied research or Experimental de-
velopment. In addition, they must seek to achie-
ve scientific or technological advancement, and
involve the resolution of scientific or technological
uncertainty.

03 — What type of spendings/costs can
qualify?

Salaries, consultant costs up to EUR 100 thou-
sand per year, royalties, rental expenses in some
cases.

04 — What is the maximum of the R&D tax
benefit?

25% tax credit on all qualifying spending. Tax cre-
dit is first set off against corporation tax liability for
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that period. Where no taxable profits for that pe-
riod, it can be repaid in 3 installments over 3 years
or carried forward in perpetuum against future cor-
poration tax liabilities.

On 20 October 2022 Finance Bill 2022 was publi-
shed which would introduce R&D tax credit chan-
ges as follows:

e According to changes, a company could claim
the R&D tax credit in cash in 3 fixed installmen-
ts over 3 years or have an option to offset the
credit against other tax liabilities. The caps on
payable R&D tax credit claims would be remo-
ved.

e  Supporting smaller R&D projects, the modifi-
cation would allow companies reclaim up to
EUR 25 thousand refund in the first year.

e Companies would have the ability to claim
pre-trading expenditure as a payable credit
over a 3-year period once the company com-
mences to trade.

e The Knowledge Development Box (KDB) regi-
me would be extended for 4 years until 2027
and the effective rate would increase from
6.25% to 10%.

e Atechnical amendment confirms that the outri-
ght sale of a patent is subject to capital gain tax
at rate of 33%, while the sale of patent rights
for a capital sum is taxed at 25% by corpora-
tion tax.

e Based on the amendment intra-group transfer
of patent rights would be tax neutral where cer-
tain conditions are met.

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

Not for R&D tax credits but for KDB there are less
stringent tests for SME's.
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06 — Is there a limitation of the utilization
period? If yes, please specify the period.

N/A.

07 — Does Your country apply a patent box
regime?

Yes.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

R&D incentives should not be changed, however,
the effective tax rate may increase.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D qualification pre-check and check

o KDB qualification pre-check and check

e Assistance with Revenue Interventions or Tax
Audits

e Jax structure planning to maximize the benefit
of EU based R&D incentives, etc

Italy

Stefania Zanotti | Partner
stefania.zanotti@it.andersen.com

01 — What type of incentives are available in Your country?

*Abbreviations:

CIT: Corporate income tax
LBT: Local business tax
IC: Innovation contribution

Types of incentives ( \/ if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive Vv CIT, LBT
Payroll-related incentive v/ LBT
Reduced tax rates

Reimbursement

Tax base deduction Vv CIT, LBT, IC
Tax credit Vv CIT, LBT, IC

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

R&D incentives (Patent Box) are available to all
persons with business income, regardless of their
legal nature, size and production sector, including
permanent establishments in Italy of residents in
countries with which an agreement to avoid dou-
ble taxation is in force and with which the exchan-
ge of information is effective. The option may be
exercised by the investor who owns the right to
the economic exploitation of the intangibles.

The new facilitation discipline allows to increase,
for the purposes of direct taxes (CIT) and regio-
nal tax (LBT) on productive activities, by 110%
the expenses incurred in carrying out research
and development activities aimed at maintaining,
enhancing, protecting and increasing the value
of software protected by copyright, industrial pa-
tents and legally protected designs and models.
Compared to the previous patent box rules, tra-
demarks and know-how (processes, formulas
and information relating to legally protectable in-
dustrial, commercial or scientific experience) are
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not included in the list of eligible assets. In addi-
tion, the new facilitating regime allows for the reco-
very, in the tax period in which a facilitable intangi-
ble asset obtains an industrial property right, of the
research and development expenses, incurred in
the previous eight tax periods, which contributed
to its creation, increasing them by 110%.

It also provides taxpayers with the possibility of
preparing appropriate documentation preventing
them to be subject, under certain conditions, to
the penalty for misrepresentation. The implemen-
ting provision of the Inland Revenue Agency also
provides that taxpayers may file an application for
an interpello, without prejudice to the need to at-
tach a technical opinion issued by the competent
authority to their application whether the activities
carried out qualify as research and development.

R&D incentives (Payroll) deduction of expenses
related to research and development personnel
(LBT). The deduction may be made both with
regard to costs incurred for basic research (un-
derstood as all study activities, experiments, inve-
stigations and study activities, experiments, inve-
stigations and research that do not have a specific
purpose but have a general utility for the company),
and with reference to costs incurred for personnel
assigned to applied research and development, in
which case, on the other hand, the said activities
are amed at the realization of a specific project.

R&D incentives (Tax base deduction/Tax credit)
The aim of the measure is to support the competi-
tiveness of enterprises by stimulating investment in
research and development, technological innova-
tion, fitting to the context of the 4.0 paradigm and
the circular economy, design and aesthetic con-
cept. It is aimed at all businesses resident in the
territory of the State, including permanent establi-
shments of non-residents, regardless of their legal
nature, economic sector, size, accounting regime
and income determination system for tax purpo-
ses.

For fundamental research, industrial research and
experimental development activities in the field of
science and technology, the tax credit is recogni-
zed during the tax period in progress until 31 De-
cember 2022 at an amount equal to 20% of the
relevant base, taken net of any other subsidies or
grants received for the same eligible expenses, up
to an annual maximum limit of EUR 4 million. From
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the tax period following the one in progress on 31
December 2022 until the one in progress on 31
December 2031, the tax credit is recognized at an
amount equal to 10%, up to a maximum annual
limit of EUR & million. For technological innovation
activities aimed at the realization of new or substan-
tially improved products or production processes,
the tax credit is recognized, during the tax period
in progress until 31 December 2023 in an amount
equal to 10% of the relevant base, taken net of
any other subsidies or contributions received for
any reason on the same eligible expenses, up to
an annual maximum limit of EUR 2 million. From
the tax period following the one in progress on 31
December 2023 until the tax period in progress on
31 December 2025, the tax credit is recognized at
an amount equal to 5%, up to a maximum annual
limit of EUR 2 million.

03 — What type of spendings/costs can
qualify?

R&D incentives (Patent Box): Research and de-

velopment costs incurred in connection with:

e Software protected by copyright

e |ndustrial patents, utility model patents, paten-
ts and certificates for plant varieties and topo-
graphies of semiconductor products

e [ egally protected designs and models

e Assets complementary to the above

The following expenses used in the performance

of activities are eligible for aid:

® Personnel expenses

e Depreciation and other expenses relating to
movable capital goods and intangible assets

e [Expenditure on consultancy and equivalent
services

e [Expenditure on materials, supplies and other
similar items

e Expenses related to the maintenance of rights
to subsidized intangible assets

R&D incentives (Payroll): R&D personnel costs.
R&D incentives (Tax base deduction/Tax cre-
dit): Direct costs of R&D activity such as R&D per-
sonnel costs, depreciation and other expenses
relating to movable capital goods and intangible
assets, expenditure on consultancy and equiva-
lent services, expenditure on materials, supplies
and other similar items.

04 — What is the maximum of the R&D tax
benefit?

e R&D incentives (Patent Box): the tax benefit
is 27,90% (24% CIT and 3,90% LBT) on the
higher R&D cost deduction of 110%.

e R&D incentives (Payroll): the tax benefit is
3,90% (LBT) on deduction of expenses rela-
ted to research and development personnel,

e R&D incentives (Tax base deduction/Tax
credit): for fundamental research, industrial
research and experimental development acti-
vities in the field of science and technology,
the tax credit is recognized during the tax pe-
riod in progress until 31 December 2022 at
an amount equal to 20% of the relevant base,
taken net of any other subsidies or grants re-
ceived for the same eligible expenses. From
the tax period following the one in progress
on 31 December 2022 until the one in pro-
gress on 31 December 2031, the tax credit
is recognized at an amount equal to 10%. For
technological innovation activites aimed at
the realization of new or substantially impro-
ved products or production processes, the
tax credit is recognized during the tax period
in progress until 31 December 2023 in an
amount equal to 10% of the relevant base, ta-
ken net of any other subsidies or contributions
received for any reason on the same eligible
expenses. From the tax period following the
one in progress on 31 December 2023 un-
til the tax period in progress on 31 Decem-
ber 2025, the tax credit is recognized at an
amount equal to 5%.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

Limitation or additional intensity benefit should not
apply based on size or legal status.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

There is a limitation of the utilization period for
R&D incentives (tax credit): the tax credit must be
reported in the tax return relating to the tax period
in which the expenses were incurred and in those
relating to subsequent tax periods until its utiliza-
tion ends. The credit can be used exclusively by
offsetting starting from the tax period following that
in which the eligible expenses were incurred, by
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submitting the payment model form “F24” through
the telematic services made available by the Re-
venue Agency.

For technological innovation activities aimed at the
realization of new or substantially improved pro-
ducts or production processes, the tax credit is
recognized during the tax period in progress until
31 December 2023 in an amount equal to 10% of
the relevant base; from the tax period following the
one in progress on 31 December 2023 until the
tax period in progress on 31 December 2025, the
tax credit is recognized at an amount equal to 5%.

07 — Does Your country apply a patent box
regime?

ltaly applies a new Patent Box regime allowing to
increase, for the purposes of direct taxes (CIT) and
regional tax (LBT) on productive activities by 110%
the expenses incurred in carrying out research
and development activities aimed at maintaining,
enhancing, protecting and increasing the value of
software protected by copyright, industrial patents
and legally protected designs and models.

Compared to the previous patent box rules, trade-
marks and know-how are not included in the list
of eligible assets. In addition, the new facilitating
regime allows for the recovery, in the tax period in
which a facilitable intangible asset obtains an indu-
strial property right, of the research and develop-
ment expenses contributing to its creation incurred
in the previous eight tax periods, increasing them
py 110%.
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08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

Global minimum tax may affect the scope/appli-
cation of R&D incentives, but actual rules are not
published yet.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e Preparation, review and certification of R&D
cost calculations

e Design, preparation, review and certification of
R&D support documents to mitigate fiscal risks

e Assistance in setting up appropriate corporate
governance systems to track R&D activities

e Analysis of R&D-related cost-sharing arrange-
ments and methods applied within the group

e Assistance in the preparation and submission
of ruling requests for preliminary or subsequent
R&D qualification

e Preparation of guidelines and ruling requests
to be submitted to the Inland Revenue Agency

e Planning and setting up the Patent Box

e Simulation of the impact of R&D and Patent
Box benefits on the financial statements

e Assistance in the application of state aid rules
for the cumulation of the various incentives

e Assistance in the application for and disburse-
ment of subsidies of various kinds

Latvia

Armands Rasa | Partner
rasa@rer.legal

01 — What type of incentives are available in Your country?

*Abbreviations:

CIT: Corporate income tax
LBT: Local business tax
SST: Social security tax
IC: Innovation contribution

Types of incentives ( \/ if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan 4

Patent-related incentive Vv CIT, LBT, IC
Payroll-related incentive

Reduced tax rates 4 CIT

Reimbursement

Tax base deduction 4 CIT

Tax credit Vv CIT, LBT

Tax exemption v SST

Tax holiday

Other \/ Special Economic Zones in Latvia — Riga Free Port, Ventspils

Free Port, Liepaja Special Economic Zone and Rezekne Special
Economic Zone and Latgale Special Economic Zone

02 — What are the typical eligibility require-
ments for R&D incentives?

For the State Research Program Projects the

requirements are listed in the Republic of Lat-

via Cabinet regulations No. 560 “Procedures for
the Implementation of State Research Program

Projects”:

e Project of non-economic nature — a project
conforming to the following criteria implemen-
ted by a research organization

e Activity of non-economic nature — opera-

ting activity of a research organization which
does not fall within the scope of the activity
laid down in Article 107(1) of the Treaty on the
Functioning of the European Union and which
can manifest as follows:
Independent research and development to
acquire more knowledge and a better under-
standing, including joint research and deve-
lopment by involvement of the research orga-
nization in efficient co-operation;
e Dissemination of research results wi-
thout exclusivity and discrimination, in-
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cluding through the use of teaching, free

access databases, open publications or

open-source software
e Activities related to knowledge and techno-
logy transfer if:

e The activities related to knowledge and
technology transfer are performed by a
division of the research organization or
a subsidiary undertaking the research
organization (such commercial com-
pany in which the participation share of
the parent undertaking exceeds 50%
or in which the parent undertaking has
the majority of votes and which confor-
ms to the definition of the research or-
ganization referred to in Sub-paragraph
2.12 of this Regulation), the research
organization together with other resear-
ch organizations or the research orga-
nization with third parties, entering into
contracts regarding certain services in
an open procedure

e Any profit from such activity is reinve-
sted in operating activities of non-eco-
nomic nature of the research organiza-
tion

e The project includes research and tran-
sfer of the research results in the form
of knowledge and technology transfer
and, if the research organizations enter
into intellectual property alienation con-
tracts with the licensee, at least one of
the following conditions must be con-
formed to the intellectual property licen-
ce contract is entered into with the li-
censee and the sum of remuneration is
specified in an open, transparent, and
non-discriminating competition-based
tender procedure, thus excluding the
possibility of entering into an exclusive
licence contract with the co-operation
partner; as well as the beneficiary re-
ceives a remuneration for all economic
advantages transferred to the licensee
which is equivalent to the market pri-
ce for intellectual property rights arising
from the activity performed within the
scope of the project of the research
organization. If it is not possible to de-
termine a market price, a proof of the
market price is a public auction of the
intellectual property in accordance with
the laws and regulations regarding or-
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ganization of auctions or documented
negotiated procedure between the re-
search organization-licensor and the
licensee as a result of which the licen-
sor has acquired the maximum price
for their intellectual property rights
e [fficient co-operation — co-operation confor-
ming to the definition provided in Article 2(90) of
the Commission Regulation (EU) No 651/2014
of 17 June 2014 (Official Journal of the Euro-
pean Union, 26.06.2014, L 187/1) declaring
certain categories of aid compatible with the
internal market in application of Articles 107
and 108 of the Treaty (hereinafter — Commis-
sion Regulation No 651/2014).

In addition to state research programs, there are
several other R&D programs listed by the Invest-
ment and Development Agency of Latvia, such
as Horizon 2020 and the EUROSTARS Program
(ooth founded by the European Commission), as
well as Business incubators in various Latvian re-
gions and the Seed Forum Latvia. Each of these
programs has different eligibility requirements.

03 — What type of spendings/costs can
qualify?

e Remuneration of the staff involved in the project
implementation and the costs related thereto
which do not exceed the remuneration rates of
the submitter of the project application accor-
ding to the work remuneration policy specified
by the institution

e Mandatory social insurance contributions of
the employer for the staff of the project imple-
mentation

e Jravel expenses of local and foreign missions
and work (service)

e Acquisition costs (applicable to the fixed assets
purchased within the scope of the project and
at the disposal of the submitter of the project
application and the co-operation partner which
are used for research, and purchase costs of
technical knowledge, patents, and other intel-
lectual property right licences

e Purchase costs and supply costs of the inven-
tory, instruments, and materials necessary for
the project implementation (for example, phy-
sical, biological, chemical, and other materials,
test animals, reagents, chemicals, laboratory
vessels, medicinal products, cooling agents,
heat carriers, carrier gases, oils, energy ma-

terials, and electricity, insofar as it is used for
research) which have been accounted in ac-
cordance with the laws and regulations gover-
ning accounting

e (Costs of external services (including work ac-
cording to contracts for work performance),
costs of ensuring research services (for exam-
ple, inspection, testing, certification, and other
costs in order to ensure such research data
which are comparable to the research carried
out in other states), costs of technology right
protection, translation

e (Costs of information and publicity measures
(including costs of publishing scientific stu-
dies)

e (Costs of financial services which include co-
sts of bank services for payments carried out
within the scope of the project and one-time
payment for allocating a credit guarantee — in
the amount of not more than two per cent
from the sum to be guaranteed (if applicable)

04 — What is the maximum of the R&D tax
benefit?

The donations to certain state-funded institutions
allow Latvian businesses to reduce their corpo-
rate income tax by up to 85% of the sum dona-
ted. Furthermore, if a business invests more than
EUR 10 million in certain industries, it has the right
to apply for a corporate income tax relief. There
are two relief brackets for large investments: over
EUR 10 million — 25% of corporate income tax
relief and over EUR 50 million — 15% of corporate
income tax relief,

Maximum R&D tax benefit for companies opera-

ting in Free ports and Special Economic Zones

are:

e Up to 100% of real estate tax reduction (from
the initial 1.5%)

e Up to 80% of corporate income tax reduction
(from the initial 15%)

e Up to 80% reduction on withholding tax for
dividends, managements fees and fees for
using IP (intellectual property)

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

Tax relief for taxable persons carrying out agricul-
tural activity — the taxable person is entitled to re-
duce the taxable base of the accounting year in
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the amount corresponding to 50 per cent of the
amount received as State aid for agriculture or Eu-
ropean Union aid for agriculture and rural develop-
ment, but not more than the total amount of the
taxable objects included in the taxable base in the
taxation period.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

One of the goals of the Latvian economic policy
Is to modemize industrial production and keep it
efficient, which is why Latvian businesses have the
right to defer tax payments for profits arising from
the replacement of machinery. If a business buys
a new piece of machinery instead of an old one
(ooth should be functionally similar for the opera-
tion to be considered a replacement) and sells the
old one in the span of 12 months before or after
the replacement, the profit from such transaction
is not taxed in the given tax period. The tax pay-
ment is deferred until this new machinery is sold,
or, alternatively, the payment is further deferred if
the new asset is also replaced.

07 — Does Your country apply a patent box
regime?

Latvia does not apply a patent box regime.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

Currently there is too little known and too much
unknown. Time will tell, but corporate income tax
rates and conditions of application are still within
the competence of EU member states. This inno-
vation should not, at least inttially, affect companies
operating in the classical economy, but the same
conditions can be gradually extended to players
and segments of a different caliber, thus funda-
mentally changing the current tax system.

Also, it depends heavily on the R&D programs pro-
posed by the European Commission, as the only
programs listed on the website of the Investment
and Innovation Agency of Latvia for R&D were tho-
se of the European Commission, for example, Ho-
rizon 2020 program, The EUROSTARS Program,
8 Contact Points for Technology Transfer. In Latvia
LIAA has established business incubators in many
municipalities, providing start-up support avai-
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lable to microenterprises, small and medium-si-
zed companies, and private individuals. There is
a possibility these programs will change upon the
impact of Global Minimum Tax.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

¢ Increasing resources for national research and
innovation guality of the system

e Far-reaching reforms to increase efficiency and
quality

e [Focus should be on increasing the efficiency
of investments

Lithuania

Ariinas Sidlauskas | Partner
arunas.sidlauskas@ilaw.legal

01 — What type of incentives are available in Your country?

*Abbreviations:

CIT: Corporate income tax
R&D: Scientific research and
experimental development

Types of incentives ( \/ if applicable)

Relevant tax type*

Accelerated depreciation

on R&D assets v CIT
Loan

Patent-related incentive 4 CIT
Payroll-related incentive

Reduced tax rates 4 CIT
Reimbursement

Tax base deduction 4 CIT

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

According to the CIT Law, when calculating CIT,
three times the costs of R&D, except for depre-
cCiation or amortization costs of fixed assets, shall
be deducted from the income of the taxable pe-
riod during which they are incurred where R&D
works carried out are related to the usual or inten-
ded activities of the entity generating or wiling to
generate income or economic benefit,

Where R&D works are acquired from another en-
tity or a natural person, the costs incurred due to
such acquisition shall be deducted from the inco-
me only if the R&D works have been carried out
in a state of the European Economic Area (EEA)
or a state outside EEA which has concluded and
brought into effect a treaty for the avoidance of
double taxation with Lithuania.

The main criterion for distinguishing R&D activities
from related activities is that R&D shall contain a
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tangible element of novelty and a solution to scien-
tific and/or technological uncertainty, i.e. when for
a person who is well acquainted with the basic
knowledge available to everyone in a particular
field (expert) solution is not easily visible. The R&D
project must aim for scientific or technological pro-
gress, and the result of the project is significant not
only for the person (unit) who initiated and carried
it out.

Depreciation or amortization costs of fixed assets
(some of them) used to carry out R&D shall be
deducted from the income in shorter terms than
regular.

Thus, besides the reduced tax rate (patent box re-
gime, see below), the Lithuanian CIT also allows
taxpayers a triple deduction (300%) of eligible R&D
expenditures. Taxpayers can benefit from both the
deduction (front-end regime) and the lower tax rate
(back-end regime).

03 — What type of spendings/costs can
qualify?

The following R&D costs are tax deductible:

e Employees’ payroll directly involved in R&D's
work and the cost of compulsory health insu-
rance contributions and state social security
contributions calculated from it

e Business trips expenses directly related to
R&D works and necessary for the execution of
R&D works

e The cost of raw materials and / or materials
consumed in R&D works, other current assets

e (Costs incurred in purchasing services (consul-
tancy services of a scientific nature, rental of
premises and / or equipment, utilities, repairs,
storage, telecommunications and other servi-
ces) directly related to R&D works and neces-
sary to the performance of R&D works

e (Costs incurred in acquiring the constituent wor-
ks of R&D from another taxable entity or natural
person, if such acquired works are performed
in EEA or in a state that does not belong to
EEA, but with which Lithuania has concluded a
double taxation convention

e The amount of input (import) VAT calculated on
the above costs, which are not deductible in
accordance with the provisions of the Law on
VAT
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04 — What is the maximum of the R&D tax
benefit?

Having tripled expenses in mind and accelerated
depreciation, tax saving effect may be in the range
of 10-560% excluding the patent box regime (see
below).

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

Legal entities where the average number of em-
ployees does not exceed 10 people and the iNnco-
me for the tax period does not exceed EUR 300
thousand, the taxable profit of the first tax period
is taxed at a rate of 0%, taxable profit for other tax
periods - at a tax rate of 5%.

The entities registered in the Free Economic Zo-
nes meeting certain investment criteria may enjoy
CIT holidays for 10 years.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Incentives can be claimed for past and ongoing
projects (within the statute of limitation period of 3
years) based on actually incurred qualifying R&D
costs.

07 — Does Your country apply a patent box
regime?

Yes. Reduced CIT tax rate of 5% (instead of 15%)
applies for taxable profits earned from IP develo-
ped through R&D activities.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

We do not expect changes.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D focused due diligence

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group

Assistance in the preparation and submission
of ruling requests for preliminary/subsequent
R&D qualification

Preparation of guideline and ruling requests
to be submitted to the Tax Authority or other
authorities

Patent box planning, royalty qualification
assistance

Assistance in grant applications and disburse-
ment of the grant

Advice and on-call assistance
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Malta

Steve Muscat Azzopardi | Head of Tax & Corporate
smuscatazzopardi@inter-serv.com

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax

Types of incentives ( \/ if applicable) Relevant tax type*
Accelerated depreciation

on R&D assets

Loan Vv No tax-related
Patent-related incentive v CIT
Payroll-related incentive v CIT
Reduced tax rates

Reimbursement v

Tax base deduction

Tax credit v CIT

Tax exemption

Tax holiday

Other Vv See below

Malta also offers several non-tax related business
incentives that include:

e Access to Finance (Soft Loan)

¢ Allocation of industrial premises

e (Cash grants

Capital allowance deductions are allowed on indu-
strial buildings or structures used in the production
of income.
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02 — What are the typical eligibility require-
ments for R&D incentives?

R&D incentives are not limited to “laboratory con-
ditions” but might also consist of activities that a
company carries out in its day-to-day operations,
such as developing a new product, process or
service or changing/modifying an existing product,
process or service. In general, qualifying R&D acti-
vities must seek to achieve scientific or techno-
logical advancement and involve the resolution of
scientific or technological uncertainty.

A business study is expected to be presented
and assessment criteria will depend upon the
objective of the incentive program. Examples in-
clude:

Value Added to the Maltese economy
Feasibility

Track Record of applicant/investor
Technology

Employment opportunities to be generated
Impact on existing value chains or positive
impact through networking and clustering op-
portunities

e Sustainability

Incentive schemes are also applicable for micro
enterprises, whereby a tax credit is granted as a
percentage of the investment undertaken by the
undertaking. The tax credit is capped at a maxi-
mum of 65% of the total expenditure up to a ma-
ximum of EUR 70 thousand and can be carried
forward over a number of years. Capital allowan-
ces are also deductible from the chargeable inco-
me, on which the tax credit was calculated.

03 — What type of spendings/costs can
qualify?

Summary of expenses qualifying for tax credits
(CIT) / business incentives under different sche-
mes:

Relocation Costs of Key Personnel

Payroll costs

Lease/Rental of Real estate

Support and Advisory Services

Rights, Licenses and certifications

Relocation of Tangible Assets

Procurement of Tangible Assets

Construction and development of facilities for
manufacturing activities

Timing is critical: It is important to note that whi-
le some incentives may be applied for after the
expense has been incurred, others may require
approval prior to any expense being made.

04 — What is the maximum of the R&D tax
benefit?

The maximum R&D tax benefit is capped at diffe-
rent amounts depending on the particular incenti-
ve program. The de minimis state aid rules permit
funding to one enterprise of up to a maximum of
EUR 200 thousand in every 3-year period. The

more recent General Block Exemption Regulation
(GBER) mechanism was introduced primarily to
support innovative, environmentally sustainable
and small-to-medium-sized businesses. The
GBER has no absolute funding cap, but typically
funds a lower percentage of the total project cost.

The funding amount or percentage varies depen-
ding upon the size of the enterprise — the smal-
ler the company, the greater the fund allocation
tends to be.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

Various schemes are tailored for entities operating
in various sectors. The schemes are applicable
to micro as well as larger entities. Micro-invest
scheme is applicable to entities which employ 50
employees or less and whereby turnover does
not exceed EUR 10 million. Schemes tailored for
large entities are typically not subject to size or
legal status.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Aid awarded in the form of Tax Credits may be uti-
lized as from the Year of Assessment following the
year in which the tax credit certificate is issued.
Any amount not absorbed by the tax payable for
that year of assessment may be carried forward
to be allowed as a tax credit for the subsequent
years of assessment, subject to a capping with
regards to the number of years over which the
credit can be carried forward.

07 — Does Your country apply a patent box
regime?

Quialification for the Malta Patent Box deduction
entitles the taxpayer to deduct a percentage of
its income from taxable income. This deduction
will amount to the percentage resulting from di-
viding the qualifying IP expenditure by the total
expenditure related to the particular IP. Qualifying
IP expenditure refers to those expenses directly
incurred in developing or acquiring the 1P, whilst
total IP expenditure also includes any qualifying
expenditure subcontracted to or acquired from a
related company and the acquisition costs of IP
assets acquired from third parties required to de-
velop the qualifying IP asset.
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In addition, in view of the application of the full
imputation system within the local tax system,
shareholders may avail themselves of tax refunds
equivalent to 6/7ths or 5/7ths of the corporate tax
paid on profits distributed by way of dividends.
The tax refunds are applicable to distributions of
profits made by companies from the Malta Tax Ac-
count and the Foreign Income Account.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

The Global Minimum Tax as we understand it to
e proposed should not impact the current R&D
incentives, however one would naturally need to
wait for the measure to be implemented locally to
assess this with full certainty.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D focused due diligence

e Business plan drafting/review

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group

e Corporate structure review, analysis of asset
protection & segregation

e Assistance in the preparation and submission
of ruling requests for R&D qualification

e Preparation of guideline and ruling requests to
be submitted to Malta Enterprise, the Commis-
sioner for Revenue, the Ministry of Finance or
other governing bodies

e Patent box planning, royalty qualification assi-
stance with the Industrial Property Registra-
tions Directorate (IPRD)

e Advice & Support in application of state aid
rules to apply complementary incentives

e Assistance in grant applications and disburse-
ment of the grant

e  Company formation & domiciliation

e Advice & support on application for tax resi-
dency programs for key personnel relocated
to Malta
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Netherlands

Boian Popov | Partner
boian@taxture.com

Saskia Kamman-Vis | Partner
saskia@taxture.com

*Abbreviations:
CIT: Corporate income tax

01 — What type of incentives are available in Your country? WT: Wage tax

PIT: Personal income tax

Types of incentives ( \/ if applicable)

Relevant tax type*

Accelerated depreciation

on R&D assets Vv CIT, PIT
Loan

Patent-related incentive 4 CIT
Payroll-related incentive v/ WT
Reduced tax rates 4 CIT
Reimbursement

Tax base deduction 4 PIT

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

The Netherlands has a special regime for innova-

tive activities. The benefits of this R&D regime are:

e Aneffective ClT-rate of (currently) 9% (CIT only)

e A wage tax facility (part of the wage tax wi-
thheld does not have to be transferred to the
Dutch tax authorities and can remain with the
withholding agent)

e An extra deduction for research and develop-
ment activities (PIT only)

The main requirement for all three of the above-
mentioned benefits of the R&D regime is that the
tax payer has obtained an R&D declaration from
the competent authority in the Netherlands. In or-
der to obtain this certificate a tax payer is required
to, in short, carry on “technical scientific research”
or “development activities” for new products, pro-
duction processes, or IT.

In addition to the abovementioned R&D benefits
there is a general facility for both CIT and PIT tax
payers, based on which costs incurred for the de-
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velopment of intangible assets can be deducted
at once, rather than capitalized and depreciated
during the intangible asset's lifespan. This facility
Is not subject to the tax payer having obtained an
R&D certificate, or any other specific requirements.

9% effective tax rate:

In order to qualify for the 9% effective tax rate, it
is required that the R&D activities have resulted in
an intangible asset developed by the tax payer.
A qualifying tax payer is allowed to include only
part of the profits generated with the developed
intangible asset in his taxable base. This part is
calculated in such a way that the effective rate of
tax on the R&D profits equals 9% (rate applicable
in 2022). If any costs related to the development
of the intangible asset have been deducted in the
past then the 9% effective tax rate only applies
(in short) to profits to the extent that they exceed
the costs deducted in the past. In addition, the
application of the 9% effective tax rate requires a
minimum level of R&D activity: The amount of pro-
fits qualifying for the 9% rate is contingent on the
R&D costs incurred in the year (i.e., no R&D costs
means no profits qualifying for the 9% rate). Alter-
natively, taxpayers can choose to apply a simpli-
fied approach and calculate the amount of profits
qualifying for the 9% rate as 25% of total profit with
a maximum amount of profit of EUR 100 thousand
(i.e., EUR 25 thousand of qualifying profits).

Wage tax facility:

The benefit of the wage tax facility can be calcula-
ted as 32% of the expected R&D related wage co-
sts for wages up to EUR 350 thousand, and 16%
for R&D related wages in excess of that amount.
The percentage of 32 is increased to 40% if a ta-
xpayer qualifies as a starting R&D entrepreneur.

R&D deduction (PIT):

In addition to having obtained an R&D declaration,

in order to qualify for the R&D deduction, a PIT

subject should meet the following conditions:

e Being an entrepreneur for PIT purposes

e Having spent a minimum of 1,225 hours on
business activities

e Having spent a minimum of 500 hours on R&D
activities

The R&D deduction is a fixed amount of EUR
13,360 (amount in 2022). An additional amount of
EUR 6,684 can be deducted if the taxpayer guali-
fies as a starting R&D entrepreneur.
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03 — What type of spendings/costs can
qualify?

As pointed out in the above, in order to quali-
fy for an R&D declaration, a tax payer is required
to, in short, carry on “technical scientific resear-
ch” or “development activities” for new products,
production processes, or [T. Any costs related to
those activities, such as wages and costs of ma-
terials qualify.

04 — What is the maximum of the R&D tax
benefit?

e 9% effective tax rate: Maximum amount of
EUR 25 thousand if the simplified approach is
applied. Otherwise, the maximum depends on
the amount of R&D costs incurred, but there is
no fixed maximum amount.

e Wage tax facility: No fixed maximum amount.
Maximum depends on the amount of qualifying
R&D wage costs.

¢ R&D deduction: This is a fixed amount.

e R&D costs depreciation: Contingent only on
the costs incurred (no fixed maximum amount).

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

For small businesses an R&D declaration is suf-
ficient for the 9% effective CIT rate to apply. An
additional requirement should be met if a business
does not qualify as small (average annual profits
derived from the intangible assets of EUR 7.5 mil-
lion and average annual net tumover of EUR 50
million). Such businesses only qualify if they have
obtained certain intellectual rights, such as a pa-
tent with respect to the developed intangible as-
set.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

An R&D declaration for the R&D benefits can be
obtained for future projects. Existing intangible as-
sets can only qualify if they are further developed
(subject to certain conditions).

07 — Does Your country apply a patent box
regime?

Reference is made to the above description of the
Dutch R&D regime.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

In the most recent communications from the
Dutch Ministry of Finance it has been indicated
that Pillar 2 was going to be implemented in such
a way that if as a result of the patent box, the
effective CIT rate is below 15%, additional Dutch
CIT will be levied. This will only have an impact on
groups falling within the scope of Pillar 2 (i.e., with
a consolidated turnover in excess of EUR 750
million).

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

Assist with obtaining an R&D certificate
e Prepare the tax return of companies with an
R&D certificate
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Poland

Elzbieta Lis | Partner
elzbieta.lis@pl.andersen.com

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax
PIT: Personal income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive 4 CIT, PIT
Payroll-related incentive v CIT, PIT
Reduced tax rates 4 CIT, PIT
Reimbursement

Tax base deduction 4 CIT, PIT
Tax credit 4 CIT, PIT

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

In Poland, in addition to the R&D relief, the legisla-
tor has introduced a package of innovation-rela-
ted incentives. These mainly target at the type of
business carried out by the taxpayer and the type
of expenses related to the taxpayer's innovation
activities.

Key eligibility criteria by incentive type:
e R&D relief: This relief implies additional de-
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duction from the tax base of the so-called
"qualified expenses”, i.e. deductible expen-
ses incurred for R&D activity. The definition of
R&D activity is provided in the Polish CIT and
PIT Acts. In addition, taxpayers may request a
tax ruling from the competent authority - the
Director of National Tax Information - in which
they can be informed whether they meet the
conditions for qualifying their activities as re-
search and development. The amount of the
deduction may not exceed the amount of in-
come eamed by the taxpayer from revenues

other than capital gains in a given tax year.
Relief for innovative employees: This relief
is complementary to the R&D relief (it is ad-
dressed to those entities that, having obtained
the right to the R&D relief, cannot practically
take advantage of it due to a tax loss/income
lower than the amount of eligible R&D costs
deductible). It presupposes a reduction in
the advance income tax that is withheld from
employment or civil-law contracts incomes
earmed by innovative employees. Employees
may qualify for the credit if at least 50% of their
total working time in a month is spent on R&D
activities.

Prototype relief: This relief provides for an ad-
ditional 30% deduction of expenses incurred
in connection with the trial production and the
launch of a new product (e.g. certificates and
approvals) from the tax base. The amount of
the deduction cannot exceed 10% of income.
Relief for automation and robotization
of production: This relief provides for a de-
duction of additional 50% of expenses in-
curred for robotization in the tax years 2022
- 2026. The amount of the deduction may
not exceed the amount of income eamed by
the taxpayer from revenues other than capital
gains in the tax year.

Expansion relief: This relief provides for a
deduction of expenses incurred to increase
revenue from the sale of products, such as
participation in trade fairs, promotional activi-
ties, preparation of the necessary documen-
tation. The amount of the deduction is up to
the amount of income earned by the taxpayer
from revenues other than capital gains, but
not more than PLN 1,000,000.

03 — What type of spendings/costs can
qualify?

R&D relief: Employees’ wages and social
contributions, purchase of commodities and
raw materials, expertise, research and opi-
nions from scientific units, payments for use of
research equipment, amortization of intangible
assets and fixed assets, excluding passenger
cars, buildings, and structures, costs of obtai-
ning IP protection.

Prototype relief. The purchase price or pro-
duction cost of new fixed assets necessary
to start trial production of a new product, pur-
chase costs of materials and raw materials

purchased solely for the purpose of trial pro-
duction of a new product, costs of improve-
ment incurred to adapt a fixed asset to launch
trial production of a new product, research,
expertise and certification costs, product li-
fecycle studies, environmental technology ve-
rification system.

Relief for automation and robotization of
production: Costs incurred for investmen-
ts in robotization in particular for purchase
or financial lease of new robots and cobots,
purchase of software necessary for proper
startup of new fixed assets in the field of robo-
tization, purchase of accessories (e.g. tracks,
tumtables, controllers, motion sensors, end
effects), purchase of occupational health and
safety (OHS) devices, training costs for em-
ployees operating the new equipment.
Expansion relief. Participation in fairs (e.g.
organization, accommodation), promotio-
nal activities, adaptation of packaging to the
contractor's  requirements, preparation  of
documentation for the sale of products (e.g.
certification of goods and registration of trade-
marks), cost of tender documentation.

04 — What is the maximum of the R&D tax
benefit?

Prototype relief: The amount of the deduction
cannot exceed 10% of income.

Expansion relief: The amount of the de-
duction is up to the amount of income earned
by the taxpayer from revenues other than ca-
pital gains, but not more than PLN 1,000,000.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

In R&D relief, the catalogue of expenses and the
amount of deduction varies depending on the
status of the taxpayer:

Taxpayers with the status of a research and
development centre (granted by the Minister
of Economy) can additionally deduct the fol-
lowing expenses (i.e. recognize them as "qua-
lified expenses"):

e Depreciation allowances made in a given
tax year, included in deductible expenses,
on structures, buildings and premises un-
der separate ownership used in research
and development activities

e (Costs of expertise, research and opinions
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bought from entities other than scientific
units
e Amount of possible deduction:

e [|f a taxpayer has the status of a research
and development centre and at the same
time is a micro-, small or medium-sized en-
trepreneur, 200% of eligible costs can be
deducted

e (Other taxpayers with the R&D centre status
can deduct 200% of eligible costs (except
for costs of obtaining IP protection, from
which they can deduct 100% of eligible
costs)

e Other taxpayers can deduct 100% of eli-
gible costs (except for employees' wages
and social contributions, from which they
can deduct 200% of eligible costs)

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

e R&D relief: It is possible to apply the relief to
projects already in progress, including those
started in previous years, where expenses are
incurred on an ongoing basis.

¢ Relief for automation and robotization of
production: A deduction can be made for co-
sts incurred for robotization in the years 2022
to 2026.

¢ Prototype relief: A deduction can be made for
expenses incurred during the tax year.

e Expansion relief: A deduction can be made
for expenses incurred during the tax year.

07 — Does Your country apply a patent box
regime?

Poland has an IP Box relief that can be used by
taxpayers engaged in R&D activities. The relief
consists of preferential taxation of income from in-
tellectual property rights that are subject to legal
protection (e.g. patents, copyright in a computer
program) and have been created, developed or
improved as part of the taxpayer's R&D activities.
If a company in Poland produces, develops or im-
proves its IP (intellectual property) right, the profits
from it are taxed at a rate of 5%.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing R&D
incentives expected to be changed/ reshaped?

The Global Minimum Tax may affect the scope /
application of the R&D incentives, but the actual
rules have not been published yet.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D focused due diligence

e (Conducting an analysis of the possibility of
applying reliefs by clients

e Review/preparation of R&D cost calculations

Review/design/preparation of supporting R&D

documentation with a view to mitigating tax

risks

e Preparation of requests for tax rulings to be
issued by the Director of National Tax Informa-
tion, so that clients can find out whether they
meet the conditions for qualifying their activities
as research and development
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Portugal

Ana Reis | Partner
ana.reis@pt.andersen.com

01 — What type of incentives are available in Your country?

*Abbreviations:
SIFIDE: Corporate R&D Tax
Incentive System

Types of incentives ( \/ if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Tax credit

4 SIFIDE

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

Taxable persons subject to Corporate Income
Tax (RC) residing in Portugal, who perform, as
their main activity or not, an agricultural, industrial,
commercial or services activity, and non-residen-
ts with a stable establishment in the country ha-
ving research and development (R&D) costs.

Within this incentive, the following is considered:
e Research expenses - expenses incurred to

the IRC taxpayer aiming at the acquisition of
new scientific or technical knowledge;
Development expenses - expenses incurred
to the IRC taxpayer while exploiting the resul-
ts of research or other scientific or technical
knowledge in order to discover or to obtain a
substantial improvement of raw materials, pro-
ducts, services or manufacturing processes.
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03 — What type of spendings/costs can
qualify?

e Acquisitions of tangible fixed assets, with the
exception of buildings and land, provided that
they are created or acquired new and are pro-
portionally linked to R&D activities

e Expenses on staff directly involved in R&D
duties, with a minimum qualification level of
4, considering the National Qualification Fra-
mework

e Expenses related to executive and technical
staff within the R&D institutions’ management
structures

e QOperating costs, up to a maximum of 55% of
expenses on staff directly involved in R&D du-
ties, with a minimum qualification level of 4 from
the National Qualification Framework, through
pay, wages or salaries relating to that tax year

e [Expenses from tendering R&D activities with
public bodies or beneficiaries of public utility
status or entities whose expertise in the rese-
arch and development field is recognized by
joint order of the Minister of the Economy and
the Minister for Innovation and the Minister for
Science, Technology and Higher Education

e Stakes in the share capital of R&D institutions
and contributions to public or private invest-
ment funds to carry out equity and quasi-e-
guity investments in companies dedicated
mainly to R&D, including the financing of the
enhancement of their results, whose suitability
in terms of R&D is recognized by the National
Innovation Agency

e (Costs related to registering and maintaining
patents

e [Expenses related to the acquisition of patents
predominantly for R&D activities (only SMES)

e Expenditure on R&D audits

* Expenses related to demonstration actions de-
riving from R&D supported projects

e R&D expenses related to eco-friendly product
development are accounted at 110% of the to-
tal amount

e Expenses on staff, with a minimum qualifica-
tion level of 8 from the National Qualification
Framework, are considered at 120% of their
amount

04 — What is the maximum of the R&D tax
benefit?

This tax benefit allows to recover up to 82.5% of
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investment in R&D activities conducted in the tax

periods of 1 January 2013 to 31 December 2020,

particularly in case of the portion that has not be-

nefited from any straight financial contribution by

the State.

e Basic rate: 32.5% of costs incurred during the
relevant period

* |ncreased rate: 50% on increased expenditure
related to the simple mathematical average of
the previous two tax years (up to a deduction
limit of EUR 1.5 million)

SMEs not yet having completed two years trading
and not having had the benefit of the increased
rate may apply a 15% increase to the basic rate
(47.5%).

05 — Is there a limitation or an additional inten-
sity benefit based on size or legal status?

Please see answer 3.

The applications should be submitted by 31 May
following the year in which the investment was
made, and applications referring to years previous
to that fiscal year will not be accepted.

The regime applies until 2025.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Expenses that - due to insufficient tax liability -
cannot be deducted in the tax year they were in-
curred, can be carried forward for 8 years.

07 — Does Your country apply a patent box
regime?

Portugal has a R&D tax incentive (SIFIDE - SISTE-
MA DE INCENTIVOS FISCAIS A 1&D EMPRESA-
RIAL) and also a patent box regime.

The patent box regime is applicable to certain
copyright and industrial property rights in line with
BEPS Action 5 (Authorised Nexus Approach). The
regime foresees a 50% tax exemption on income
derived from the use or exploitation of copyright
from computer programs as well as registered pa-
tents, designs, and industrial models. There is a
limitation provided by the ratio between the eligible
expenses and the total expenses incurred in de-
veloping or using the intellectual property (IP)-pro-
tected assets. The regime also foresees a 30%
mark-up of the eligible expenses incurred with

the development of the assets with IP protection,
capped at the amount of the total expenses in-
curred with the development of those assets. The
regime applies to income derived from industrial
property rights derived from R&D developed in-
ternally. Transactions with associated enterprises,
including entities resident in black-listed jurisdi-
ctions, are excluded.

Costs/expenses not directly connected with the
activities of R&D are excluded from the computa-
tion, such as interest or real estate depreciation.

The applicability of this regime requires a clear
distinction in the accounting records in respect
of profits, as well as expenses, associated with
the IP in order to be able to distinguish them from
other source profits and expenses.

This regime applies to patents and other industrial
models or drawings registered on or after 1 July
2016.

Industrial property rights registered up to 30 June
2016:

Income derived from the use or exploitation of re-
gistered patents, designs, and industrial models
registered between 1 January 2014 and 30 June
2016 is also 50% tax-exempt. The former patent
box regime applies not only to income derived
from industrial property rights derived from R&D
developed internally but also if contracted from
third parties. Transactions with associated enter-
prises, including entities resident in black-listed
jurisdictions, are excluded. This regime was ap-
plied until 30 June 2021.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

No definition exists yet.
09 — What services would You offer with
respect to R&D incentives and royalty

planning?

Preparation and submission of SIFIDE application.
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Romania

Ramona Chitu (Moisa) | Tax Partner
ramona.moisa@tuca.ro

Alexandru Cristea | Tax Partner
alexandru.cristea@tuca.ro

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax
ST: Salary tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Vv CIT

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Vv CIT

Tax credit

Tax exemption

Vv CIT, ST

Tax holiday

Other

Accelerated depreciation on R&D assets: The
accelerated depreciation method can be applied
in case of equipment used for R&D activities.

Tax base deduction: In case of R&D activities,
when computing the fiscal result, the law provides
for additional deductions amounting 50% of the
eligible expenses incurred for such activities.

Tax exemption: Companies developing R&D acti-
vities are exempt from the payment of CIT for the
first 10 years of activity. Moreover, all employees
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involved in the team of a R&D project benefit from
salary tax exemption.

02 — What are the typical eligibility require-
ments for R&D incentives?

The tax base deduction and the accelerated
depreciation on R&D assets incentives are
granted for R&D activities carried out for the pur-
pose of obtaining research results, which can be
used by the taxpayer (activities carried out both on
the national territory and in the member states of
the EU/EEA).

Moreover, the (i) R&D activities must be part of the
categories of applied research and/or technolo-
gical development activities and the (i) expenses
subject to the 50% additional deduction must be
eligible for such incentive (such eligible expenses
are regulated by Order no. 1056/4435/2016 for
the approval of the Norms regarding deductions
for R&D expenses when calculating the fiscal re-
sult). The tax base deduction incentive is granted
separately for each R&D project, therefore another
requirement is that the R&D activities must be part
of a separate project having to contain certain ele-
ments, such as: the period of implementation, the
field of research and development, the sources of
financing, the category result (e.g. studies, sche-
mes, networks), innovative character (i.e. new/
updated product, new/updated technology).

The CIT incentive can be applied in compliance
with state aid regulations by taxpayers exclusively
carrying out innovation and R&D activities, defi-
ned accordingly by Government Ordinance no.
57/2002 on scientific research and technological
development.

The ST incentive is applied to all employees part
of an R&D project (as defined by the Government
Ordinance no. 57/2002 on scientific research
and technological development), such incentive
being granted within the limits of the expenses
on the personnel allocated to the R&D project.
Also, the payroll for such employees must be held
separately.

03 — What type of spendings/costs can
qualify?

For the purpose of applying the tax base de-

duction, the following expenses are considered

eligible:

e Expenses of depreciation or leasing of tangi-
ble and intangible assets

e Expenses on personnel participating in R&D
activities

e Expenses for the maintenance and repairs of
tangible and intangible assets

e Operational expenses (e.g. expenses of servi-
ces performed by third parties, consumables,
raw materials)

e QOverheads (e.g. rent, utilities, office supplies)
that can be directly/indirectly allocated to the
R&D activities, by using an allocations key

04 — What is the maximum of the R&D tax
benefit?

There is no maximum R&D tax benefit.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

N/A.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

The tax base deduction can be claimed for
ongoing projects based on the actually incurred
eligible R&D costs. The tax base deduction is cal-
culated quarterly/annually; if a fiscal loss is incur-
red, it can be recovered from the taxable profits
obtained in the following 7 consecutive years.

The CIT exemption can be applied in the first 10
years of activity.

The ST exemption can be applied for ongoing
projects, based on actually incurred salary costs.

07 — Does Your country apply a patent box
regime?

N/A.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

No rules have been published in this respect yet.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e R&D focused due diligence

e Review/preparation of R&D cost calculations

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Preparation of guideline and ruling requests to
e submitted to the Tax Authority, the Ministry
of Finance or other authorities
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Slovakia

Dana Skodna | Partner
dana.skodna@wallenberg.sk

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Vv CIT

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Vv CIT

Tax credit

Tax exemption

Vv CIT

Tax holiday

Other

Please note that the above table does not include
specific regional investment incentives available
for R&D projects in regions with higher unemploy-
ment rates.

02 — What are the typical eligibility require-
ments for R&D incentives?

In order to benefit from R&D superdeduction, it is
crucial that the R&D project fulfils the definition of
research and development as stipulated in the le-
gislative framework.

72 | R&D Incentives Reference Guide

03 — What type of spendings/costs can
qualify?

Qualifying costs are the costs directly related to
the R&D project, such as labour costs, energy,
material consumption etc.

04 — What is the maximum of the R&D tax
benefit?

10.5% for patent box related exempt income and
21% respectively for superdeduction (this may be

increased by additional 100% of the positive diffe-
rence between the average of the total expenses
incurred in the tax period for R&D and the total
costs spent in the immediately preceding tax pe-
riod for R&D included in the deduction, and the
two immediately preceding tax periods for R&D
included in the deduction).

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

N/A.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

If the superdeduction cannot be applied because
the taxpayer reported a tax loss or the tax base
after reduction by the tax loss deduction is lower
than the eligible superdeduction, it is possible to
deduct the R&D costs or their remaining part in the
following (maximum five) consecutive tax periods.

07 — Does Your country apply a patent box
regime?

In Slovakia, the patent box regime provides a tax

exemption on:

e |ncome from considerations for granting a
right to use, or for using protected patents,
utility models, or software (intangible assets)
resulting from the taxpayer's own develop-
ment activities in Slovakia, up to 50% of such
income. The tax exemption only applies to ta-
xable periods in which the taxpayer amortizes
capitalized costs for the development of these
intangible assets.

* |ncome from the sale of products for the pro-
duction of which a protected patent or a utili-
ty model created by the taxpayer in Slovakia
(embedded intangible assets) has been used
is available up to 50% of such income. The
tax exemption only applies to taxable periods
in which the taxpayer amortizes capitalized
costs for the development of these intangible
assets.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

No information available at present.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e Assessment of costs @ eligible  for
superdeduction

e Assessment of income eligible for exemption

e Assistance with preparation of supporting
documentation for tax purposes

e (Calculation of potential tax savings
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Slovenia

Janja Ovsenik | Partner
janja.ovsenik@senica.si

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

Vv CIT

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

For an activity to qualify as an R&D activity, five
basic criteria must be met. It must be novel, cre-
ative, uncertain, systematic and transferable and/
or replicable.

The R&D activity must be clearly planned and defi-
ned in advance in a business plan or a specific de-
velopment project or program. This plan, project
or program must be drawn up in such a way as
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to allow subseqguent verification of the consisten-
cy of the implementation with the original plan and
must clearly show that the activity carried out has
the characteristics of a research and development
activity.

The business plan or specific development project

or program must include at least:

e The title of the R&D project or program

e A description of the content of the R&D project
or program

e A list of the activities envisaged for the R&D

project or program, with an estimate of the co-
sts per activity and per period

e The planned milestones during the implemen-
tation of the R&D project or program

e The expected results of the R&D project or
program

The project may be modified and amended du-
ring the implementation, but this must be transpa-
rent and traceable.

03 — What type of spendings/costs can
qualify?

Generally, all types of spendings/costs can
qualify unless they are excluded by tax legi-
slation. For example, the taxable person cannot
claim relief for investments to the extent that they
are financed from the budget of the Republic of
Slovenia or the EU budget, if these funds are
grants. Similarly, for investments in equipment
and intangible assets, the application of this relief
is excluded from the application of the general in-
vestment tax allowance.

04 — What is the maximum of the R&D tax
benefit?

Taxable persons may, in accordance with Article
55 of the Corporate Income Tax Act or Article 61
of the Income Tax Act, claim a reduction of the
tax base equal to 100% of the amount represen-
ting the investment in research and development
during the period, up to a maximum of the tax
base. The reduction of the tax base (together with
unused part of the tax allowance from the pre-
vious tax years) is recognized up to 63% of the
tax base.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

In general limitation should not apply based on
size/industry.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

The taxable person may reduce the tax base
by the unused portion of the R&D investment
allowance over the following 5 tax periods after
the investment period, up to a maximum of the
tax base.

07 — Does Your country apply a patent box
regime?

Slovenia does not apply a patent box regime.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Global Minimum Tax may affect the scope / appli-
cation of the R&D incentives, but actual rules are
not published yet.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e R&D focused due diligence

e Review/preparation of R&D cost calculations

e Review/design/preparation of supporting R&D
documentations with a view to mitigating tax
risks

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group
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Spain

José Maria Cusi | Partner
jose.cusi@es.andersen.com

01 — What type of incentives are available in Your country?

Abbreviations:
SOCIMI: Spanish Real Estate
Investment Trusts

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation

on R&D assets 4

Loan

Patent-related incentive 4 60%
Payroll-related incentive v 40%
Reduced tax rates Vv %% it ﬁxdi‘?”riﬁlfié’n?eﬂfi
Reimbursement 4 20%

Tax base deduction

Tax credit \/ 25%/42‘?280/".{){;"7_‘;_/;);g:i\lzﬁfsactivities

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

R&D investments must be project focused and no

industry sectors are specifically excluded. An offi-

cial R&D gualification report must be obtained from
the Spanish Tax Authorities.

e R&D CIT tax credit: Expenses related to
scientific investigation, research for the manu-
facturing of new materials or products, techno-
logical improvement of existing methods, new
software, etc. However, it does not apply to
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activities that do not entail significant scientific
or technological novelty; neither to those rela-
ted to industrial production and the provision of
services or distribution of goods and services;
or 1o activities related to exploration, drilling or
prospecting for minerals, oil and/or gas.

Tl activities CIT tax credit. Expenses con-
nected with technological diagnosis, industrial
designs, acquisitions related to patents, know-
how and designs, attainment of certificates
and video games projects.

Other incentives may also be applied:

e Social Security (SS) contributions: Com-
panies may reduce 40% of SS payments for
employees dedicated full-time to R&D and Tl
activities, providing certain requirements are
met.

e Patent box regime: Revenues from the as-
signment of the right to use or exploit certain
intangible assets benefit from a reduction in
the CIT taxable base up to 60%, linked to the
so-called “qualifying costs”, and multiplied by
certain ratios.

03 — What type of spendings/costs can
qualify?

The investments must take place in Spain or in a
Member State of the EU or EEAA, by a Company/
industry that is incorporated in Spain (or a PE).

Regarding the expenses, generally all the expen-
ses that are connected to the production of
income generally qualify as R&D without re-
striction, except for investments made on
land and property. Such expenses, including
the depreciation of assets used in R&D activities,
shall be deemed to be R&D expenses if they are
directly related to a specific project.

In order to determine which expenses are related
to R&D, the expenditure must be individualized
and assigned to a specific project.

The amount of R&D expenses will be reduced by
the total amount of the subsidies received to en-
courage activities allocated to the tax period as
income.

04 — What is the maximum of the R&D tax
benefit?

For R&D expenditures and amounts invested in
fixed and intangible assets (excluded real estate
and land) a tax credit equal to 25% of the R&D
expenses incurred in the tax year shall apply. If the
expenses incurred exceed the average amount of
those costs in the preceding two years, the rate
of 25% applies to an amount equal to the ave-
rage, while a rate of 42% applies to the excess.
However, it should be stressed that the 42% rate
always applies fully for the first year. Moreover, the
rates are substantially increased should the R&D
project be carried out in the Canary Islands, as

the general rate is 45% (vs. 25%) and the increa-
sed rate reaches 75.6%

For investments made in tangible and intangible
fixed assets (excluding buildings and land), as
long as they are related to R&D activities, an ad-
ditional tax credit is applicable equal to 8%, whe-
reas in the Canary Islands said percentage would
be 28%.

There is an additional 17% tax credit available
against the gross tax due for the company’s staff
expenses related to skilled researchers exclusi-
vely assigned to R&D activities. A 37% tax credit
would apply in the Canary Islands.

Tl activities, the execution of such activities gives
the right to apply a 12% tax credit on the expenses
incurred in a tax period. A 45% tax credit would
apply for this concept in the Canary Islands.

As for Social Security contributions, compa-
nies may reduce such liabilities by up to 40%
for employees dedicated full-time to R&D and Tl
activities and the allowance can be applied au-
tomatically by simply informing the SS Treasury.
However, if the company applies this incentive
to 10 or more employees, they shall undergo a
validation process with the National Accreditation
Body (ENAC) and request a reasoned report from
the Ministry of Science and Innovation to be sub-
mitted to the SS Treasury within 6 months after
the FY in which the relief was applied.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

Generally speaking, there is no limitation and/or
additional intensity benefit based on the taxpayer's
size or legal status. However:

e [For small and medium-size enterprises
(SMEs), there is an increased tax credit rate
(50%) applicable for tax years beginning in
2020 and 2021 (therefore still applicable for
2022), to IT activities related to new or sub-
stantially improved production processes in
the value chain of the automotive industry.

e For large companies, such tax credit rate
amounts to 156%, provided that (i) they establi-
sh an effective collaboration with an SME and
(i) at least 30% of the project expenditure is
borne by the latter (also related to automotive
industry).

77



mailto:jose.cusi%40es.andersen.com?subject=

e |n both cases, the application of this enhanced
percentage requires companies to obtain a re-
asoned report issued by the Ministry of Scien-
ce and Innovation.

e This increased tax credit is only applicable to
the expenses incurred as of 25 June 2020
and has two caps: (i) an absolute cap of EUR
7.5 million per project and (i) a relative cap,
in combination with any additional subsidy
awarded to the project, of 50% of the project
expenditure for SMEs and 15% for large com-
panies.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

When determining tax liability, these tax incentives
apply after the deduction of international double
taxation and other tax reliefs. Then, there are two
limits: a quantitative one, and a temporal one.

Quantitative limit:

By default the general limitation is 25% of the gross
tax due. However, should the amount of the R&D
tax credits for the fiscal year exceed 10% of the
tax due, the tax credits may offset up to 50%.
The respective percentages in the Canary Islands
would be 60% as general and 90% in the increa-
sed scenario.

If the taxpayer complies with certain specific requi-

rements, they can apply the following option regar-

ding the R&D tax credits generated (monetization
procedure):

e The taxpayer may elect not to be subject to the
annual limitation on tax credits (25%-50%) but
apply the full tax credit with a 20% discount.

e Additionally, the non-applied tax credits (after
the 20% discount and due to the lack of CIT
due) can be claimed for reimbursement to the
Spanish Tax Authorities. In such a case, inte-
rest for late payment will not apply.

The limit established for this option is EUR 1 million
for Tl activities and EUR 3 million for R&D activities
plus Tl activities, at the level of the group of entities
in terms of Article 42 of the Spanish Commercial
Code.

Temporal limit;
Unused credits due to insufficient guota may be
carried forward for up to 18 years.
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07 — Does Your country apply a patent box
regime?

Revenues deriving from the assignment of the right
to use or exploit certain intangible assets bene-
fit from a reduction in the CIT taxable base up to
60%, linked to the so-called “gqualifying costs”, and
multiplied by certain ratios, on a cumulative basis.

The qualifying intellectual property has to be a de-
velopment (at least partially) of the licensor.

The taxpayer can request a valuation of the reve-
nues and expenses related to the assignment as
well as the income to be generated from a transfer
from the Tax Authorities, before transactions are
carried out. In addition, an agreement for the qua-
lification of the assets under one of the qualifying
categories can be requested.

There is no entitlement to the reduction of the afo-
rementioned income when it derives from the tran-
sfer of the right to use or exploitation of trademarks,
literary, artistic or scientific works, cinematographic
films, personal rights that can be transferred, such
as image rights, computer programs, industrial,
commercial or scientific equipment.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

The 2022's Budget Bill introduced a minimum CIT

rate (amounting to 15% of the taxable base) for tax

periods starting on or after 1 January 2022, cal-

culated over a base of the accounting profit plus/

minus book-to-tax adjustments. It applies to:

e Companies with a turmover exceeding EUR 20
million

e Companies taxed as part of a tax unity (e.g.,
consolidated tax group), regardless of their re-
venue

e [oreign companies obtaining income through
a Spanish permanent establishment and are
subject to the NRIT

The minimum tax does not apply to taxpayers ta-
xed at 10%, 1% or 0% rates nor to Spanish Real
Estate Investment Trusts (SOCIMIs).

The way this minimum CIT rate operates is that
companies may not use credits and incentives
(e.g., R&D and Tl tax credits) to reduce their inco-
me tax liability below the minimum tax threshold,

except for foreign tax credits and certain tax in-
centives, which must be applied first.

In other words, the tax liability resulting from ap-
plying the general CIT rate to the taxable base
and thereafter the application of certain tax credits
may not go below this minimum CIT liability.

If after the application of all the tax benefits, the
resulting net tax payable is less than 15% of the
taxable income, this will exceptionally be the net
tax payable by the taxpayer. If, on the other hand,
it is higher than 15%, tax credits may apply (such
as R&D and TI), but only as long as that 15% of
the taxable base is reached.

In other words, the introduction of this measure
is basically limiting the use of deductions for car-
rying out these types of investments, only in the
case of "large taxpayers" (net turnover exceeding
EUR 20 million) and tax consolidation groups.

Unutilized tax credits due to this new rule may be
carried forward.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e Since an independent expert's report is
required, we work together with an external
team that is specialized in R&D, assisting in
reviewing and preparing the R&D cost calcu-
lations and technical supporting documents

e Assistance in obtaining a reasoned report
from the Tax Authorities in order to obtain the
R&D qualification for tax purposes and hence
mitigating tax risks

e Review of corporate governance systems
(ERPs) to track R&D activities

e Analysis of R&D related cost sharing agree-
ments and methods applied within the group

e Patent box planning, royalty qualification
assistance

e Tax filing with the applicable regime (R&D, IT,
or patent box) taken into account
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Sweden

Alexander Lindmark | Partner
alexander.lindmark@unumtax.se

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation
on R&D assets

Loan

Patent-related incentive

v Employer taxes

Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction

N CIT

Tax credit

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

e Payroll-related incentive — R&D deduction
from employer contribution: A company em-
ploying qualified research and development
staff can apply for a deduction from employer
contributions, provided that certain conditions
are met regarding both the employees and the
work they conduct. If the employer conducts
research or development for commercial pur-
poses they may make a deduction if the re-
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search involves systematic and qualified work
to produce new knowledge, or if development
means systematic and qualified work using the
results of research to develop new goods, ser-
vices or production processes or significantly
improve existing ones.

Tax base deduction: Generally, a company’s
expenses for research and development can
be deducted if the expenses have, or can be
assumed to have, significance for the com-
pany's main business activities or their acti-
vities in general, meaning that there must be

a connection between the expenses and
the company’s business. The same applies
to expenses for obtaining information about
such research and development. A company
can sufficiently justify why it - in the light of its
business activities - has a reasonable interest
in the research or development it pays for in
order for a deduction to be allowed.

e Depreciation on R&D assets: Costs for the
creation of intangible assets are generally de-
ducted via depreciation, in accordance with
generally accepted accounting principles.

e Tax relief for experts: Foreign citizens car-
rying out particularly qualified tasks may enjoy
a tax relief on their Swedish earned income.
This applies to, for example, employees con-
ducting research and development tasks. The
tax relief amounts to 25 per cent of the em-
ployees’ income being exempt from taxation
in Sweden and the employer’s social security
contributions being lowered accordingly.

03 — What type of spendings/costs can
qualify?

Please see above regarding tax base deductions.
Some common costs are development costs,
personnel costs, and material costs

04 — What is the maximum of the R&D tax
benefit?

Payroll-related incentive — R&D deduction
from employer contribution: The deduction
from the employer contributions for all persons
working in R&D at the company group may not
exceed SEK 600 thousand per calendar month.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

Non-profit legal entities such as foundations are
not entitled to the R&D deduction on employer
contribution.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

Tax relief for experts applies for 5 years from the
start of the employees’ stay in Sweden (3 years if
the stay began before 1 June 2020). The appli-
cation must be submitted to the Taxation of Rese-
arch Workers Board within 3 months after the

employee starts working in Sweden.

07 — Does Your country apply a patent box
regime?

N/A.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

We are not expecting any changes in the R&D
regulation due to the global minimum tax.

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

We can assist with the application for the R&D

deduction on employer contributions as well as all
services related to corporate taxation.
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Switzerland

Tiziano Ballinari | Managing Partner
tiziano.ballinari@ch.andersen.com

Olivier Schmid | Partner
olivier.schmid@ch.andersen.com

01 — What type of incentives are available in Your country?

*Abbreviations:
CCIT: Cantonal corporate income tax
FCIT: Federal corporate income tax

Types of incentives ( \/ if applicable) Relevant tax type*
Accelerated depreciation

on R&D assets v CCIT/FCIT
Loan

Patent-related incentive v CCIT
Payroll-related incentive

Reduced tax rates

Reimbursement

Tax base deduction v CCIT
Tax credit

Tax exemption

Tax holiday v CCIT
Other v CCIT

Introduction - Tax holiday and other incentives (*)
Swiss federalism also characterizes the country’s
tax system. A federal tax act applies at national
level, and the 26 cantons have their own tax laws
(CCIT). Although these 26 canton tax laws are har-
monized, there are some differences, particularly
in determining the tax rate.

There may also be important differences regarding
incentives for new companies (start-ups). Each
canton applies a different aid policy, which may
cover administrative help, coaching, assistance in
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recruitment, subsidies and tax holiday (usually for
a maximum period of 10 years). Upon taxpayer's
request, special conditions (e.g. employment of
local residents) apply to obtain subsidies and tax
holiday. For this reason, a tailor-made advice is
essential to determine the most suitable incentives
for the company.

(*) Some cantons support new companies with
non-repayable financial incentives regarding (1)
consulting services related to innovation and busi-
ness project development; (2) R&D costs, pro-

totyping and validation of new products; and (3)
financing personnel training and education costs.

02 — What are the typical eligibility require-
ments for R&D incentives?

Upon taxpayer's request, an additional deduction
(30% - 50%) of R&D expenses justified by com-
mercial use and incurred in Switzerland directly by
the taxpayer or indirectly by third parties is allowed.
R&D for the purposes of this law is considered to
be science-based research and innovation ac-
cording to the Federal Law on the Promotion of
Research and Innovation.

03 — What type of spendings/costs can
qualify?

¢ Personnel expenses directly attributable to
R&D, plus an additional 35% of these expen-
ses

e 80% of R&D expenses biled by third par-
ties

04 — What is the maximum of the R&D tax
benefit?

The maximum advantage of the additional R&D
deduction and the patent box deduction is about
10% - 70% of the taxable income (before deducti-
ble losses).

This limitation is indirectly due to the different CCIT
of the Swiss Cantons. Cantons with a lower ef-
fective tax rate allow a reduced deduction (e.g.
CCIT <13%-14% => maximum deduction 10% -
20%).

Cantons with a higher effective tax rate allow a
higher deduction (e.g. CCIT 15%-21% => maxi-
mum deduction 40% - 70%).

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

In general limitation should not apply based on
size/industry.

06 — Is there a limitation of the utilization
period? If yes, please specify the period.

No limitation for utilization period applies. The rule
regarding the additional deduction for R&D is part

of the Cantonal tax laws as an ordinarily taxation
status.

07 — Does Your country apply a patent box
regime?

Switzerland applies the modified nexus approa-
ch for the patent box regime upon request of the
taxpayer. The proportion of income from patents
and similar rights to the extent it is based on qua-
litving R&D expenses in Switzerland, is exempt
from CCIT up to a maximum of 90% (depending
on the cantonal implementation) capped with a
maximum relief that is linked to overall relevant in-
come of the company. To enter the patent box,
previously incurred R&D expenses that enable to
develop such patents, will have to be taxed. The
extent of the patent box benefits depends on the
Cantons of residence.

08 — How will Global Minimum Tax impact
Your R&D regime? Are currently existing
R&D incentives expected to be changed /
reshaped?

Many Cantons are impacted by the Global Mini-
mum Tax. The Federal Parliament is implementing
a constitutional amendment that will be subject to
public vote. A temporary ordinance shall ensure
that the minimum tax rate can come into force on
1 January 2024,

09 — What services would You offer with
respect to R&D incentives and royalty
planning?

e R&D — patent box focused due diligence

e Review/preparation of R&D — patent box cost
calculations

e Review/preparation of patent box entry cost
calculation

e Review/preparation of supporting R&D -
patent box documentations

e Assistance in the preparation and submission
of ruling requests for preliminary/subsequent
R&D — patent box qualification

e Preparation of ruling requests to be submitted
to the Tax Authority

e R&D — patent box planning, legal qualification
according to FCIT — CCIT

e Assistance on the application of state aid rules
and various incentives
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United Kingdom

Huw Griffiths | Director — Corporate Tax
huw.griffiths@uk.andersen.com

01 — What type of incentives are available in Your country?

*Abbreviations:
CIT: Corporate income tax

Types of incentives ( / if applicable)

Relevant tax type*

Accelerated depreciation

on R&D assets v CIT
Loan v

Patent-related incentive v CIT
Payroll-related incentive

Reduced tax rates v CIT
Reimbursement

Tax base deduction v CIT
Tax credit v CIT

Tax exemption

Tax holiday

Other

02 — What are the typical eligibility require-
ments for R&D incentives?

For qualifying R&D to take place a company must
e carrying on a project that seeks an advance in
science or technology. It is necessary to be able to
state what the intended advance is, and to show
how, through the resolution of scientific or tech-
nological uncertainty, the project seeks to achieve
this. A competent professional with the company
determines its ability to make an R&D claim.

The activities that constitute R&D for tax purpo-
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ses are those activities undertaken as part of the
project which fall to be accounted for as R&D un-
der generally accepted accounting practice and
also fall within the special definitions set out in the
UK Government Guidelines for activities to be tre-
ated either as ‘directly contributing’ to seeking the
advance in science or technology, or to be treated
as ‘qualifying indirect activity’.

There are two Schemes depending on whether
the R&D is carried out by a company that is an
SME (“SME Scheme”) or any company other than

an SME - i.e., a large company (“RDEC Sche-
me”). In certain circumstances an SME may be
able to make a claim under the RDEC Scheme
where the conditions for the SME Scheme are
not fulfilled.

03 — What type of spendings/costs can
qualify?

e Staff costs - salaries, wages, Class 1 NIC
and pension fund contributions for staff direct-
ly and actively engaged in the R&D project. |If
staff are partly involved, then an appropriate
proportion of these expenses can be included
ina claim.

e Software and consumables directly used
in the R&D project.

e 65% of the payments made to an uncon-
nected staff provider for staff who are di-
rectly and actively engaged in the R&D
project (known as externally provided wor-
kers) - 100% of payments to connected pro-
viders may be included.

e 65% of payments to unconnected sub-
contractors - 100% of the payments to con-
nected subcontractors (SME claims only).

e [or claims made in relation to periods begin-
ning on or after 1 April 2023, two new cate-
gories are introduced - data licences and
cloud computing costs.

Expenditure incurred on payments made in rela-
tion to externally provided workers and subcon-
tractors undertaken outside the UK may be limited
to work undertaken in the UK for claims made in
relation to the accounting period beginning on or
after 1 April 2023. There are specific exemptions
where geographical, environment, social condi-
tions or legal and regulatory requirements mean
that the work cannot be undertaken in the UK -
eg. qualifying R&D costs related to deep ocean
research.

Large companies can claim for payments made
to fund independent research. Contributions
must be made to a qualifying body e.g., a cha-
rity, higher education institute, scientific research
organization or health service body, or to an indi-
vidual or a partnership of individuals.

04 — What is the maximum of the R&D tax
benefit?

For the SME Scheme, qualifying expenditure is
enhanced by 230%. Profit making companies
can use the additional deduction to mitigate pro-
fits which are subject to corporate income tax at
arate of 19%. Loss making companies claiming
under the SME Scheme may surrender a tax 1oss
for a cash credit of 14.5% - resulting in an effecti-
ve rate of 33.35% of expenditure incurred.

The amount of payable credit under the SME
Scheme may be capped where tax credit exce-
eds GBP 20,000 plus three times the company’s
payroll withholding tax for the period.

A taxable credit of 13% is available for qualifying
expenditures under the RDEC Scheme. Based
on a current rate of corporate income tax of 19%,
the net credit is 10.53%. The RDEC may be paid
to loss making companies - the 19% tax de-
duction still applies but is carried forward as a cre-
dit against future corporate income tax liabilities.

The initial RDEC is also subject to payroll withhol-
ding tax caps and, for profit making companies,
offset against corporate income tax liabilities.

Please note that at the date of the drafting this
country guide (18 November 2022) the incoming
changes in the R&D rates above are subject to
legislative enactment and so may change. Draft
legislation has not yet been published. The incre-
ase in the rate of corporation tax from 1 April 2023
has been enacted in law.

05 — Is there a limitation or an additional
intensity benefit based on size or legal status?

Only SMEs can use the SME Scheme. Large en-
tities and SMEs that do not qualify for the SME
Scheme can apply for the RDEC Scheme.

To qualify as an SME for a period, a company
must have fewer than 500 employees and ei-
ther gross annual turnover of less than EUR 100
million and/or gross assets of less than EUR 86
million. The relevant data for linked enterprises
(being those with a 50% or greater relationship to
the claimant company) is included in full and the
relevant data for partner enterprises (being those
with a 25% or greater to the claimant which are
not linked enterprises) are included on a pro rata
pasis.
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For claims arising in relation to accounting periods documentations with a view to mitigating tax

beginning on or after 1 April 2023, companies risks

must notify HMRC of their intention to make an e Analysis of R&D related cost sharing agree-
R&D claim in respect of qualifying expenditure in- ments and methods applied within the group
curred during the period within 6 months of the e Submission of R&D claims to HMRC

period end. Companies which have submitted e Assistance with tax authority enquiries into
R&D claims in any of the 3 preceding accounting submitted R&D claims

periods are not required to submit a notification. e Patent box planning, royalty qualification assi-

stance with IPO
06 — Is there a limitation of the utilization
period? If yes, please specify the period.

The parts of a project that require R&D activity to
resolve scientific or technological uncertainties
qualify for tax relief. The qualifying work starts when
work to resolve the uncertainty starts.

The qualifying work ends when the new knowle-
dge is codified in a usable form, or when work to
resolve the uncertainty ceases.

Claims must typically be made within 2 years from
the end of the period of account to which the claim
relates.

07 — Does Your country apply a patent box
regime?

The UK operates a patent box regime in line with
the modified nexus approach as agreed by OECD
members following Action 5 of the OECD’s Base
Erosion and Profit Shifting project.

The UK patent box operates by allowing a de-
duction such that relevant IP profits are taxed at an
effective rate of 10%.

08 — How will Global Minimum Tax impact Your
R&D regime? Are currently existing R&D incen-
tives expected to be changed / reshaped?

The UK is due to introduce a multinational top-up
tax from 1 January 2024. It is proposed that the
UK's RDEC will be treated as an addition to inco-
me rather than a reduction in tax when calculating
the effective tax rate.

09 — What services would You offer with
respect to R&D incentives and royalty planning?

e R&D focused due diligence
e Review/preparation of R&D cost calculations
e Review/design/preparation of supporting R&D
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