PRICEWATERHOUSE(COPERS Final Report

Incentives analysis for promoting regional Descriptive analysis
developments

January 2008

Strictly Private & Confidential

A low-angle view of a colourful dragon-shaped kite against skyscrapers in the blue sky.
The picture taking in the Centre District of China symbolizes balance, control, excellence and growth



Table of Content

Executive Summary

Main Report
Incentives in the European Union member states
Incentives in Canada
Conclusions and recommendations

Annex

Incentives analysis for promoting regional development
PricewaterhouseCoopers

p.3
p.31
p.33
p.107
p.151

p.159

Final Report

January 2008



PRICEWATERHOUSE(COPERS Final Report

Executive Summary



Executive summary

Final Report
Table of Contents

* Purpose of the study

* Incentives differ by locations

» European Aid philosophy

» European conditions to grant aid

» Capex and expenses

» Types of incentives

» Scope and sensitive sectors

» European aid intensity

» Taxation and cumulation of grants

* Cases

Case 1: Food processing company

Case 2: Manufacturer of mobile homes

Case 3: Financial shared services center
- Comparison

» Conclusions and recommendations

Incentives analysis for promoting regional development
PricewaterhouseCoopers 4 January 2008



Executive summary

Final Report

Purpose of the study

The purpose of this study is to provide the Invest in Iceland Agency with an overview of incentives available to (foreign) direct investment as an instrument
of regional development.

The focus area of this study is the European Union, more specifically Ireland, Wales and Hungary, and Canada.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 5 January 2008
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Incentives differ by locations
European Union Canada
Within the EU framework, the EU Member States determine their In Canada there is generic national legislation on foreign investments.
own incentives programs but always subject to eligible costs and
maximum ceilings as set by the EU Commission. There is the NAFTA framework of rules and disciplines that provides
investors from NAFTA countries with a predictable, rules-based

The EU framework is based on 2 overriding principles: investment climate, as well as dispute settlement procedures which

. Equal treatment within a region are designed to provide timely recourse to an impartial tribunal.

. All European companies operate on a level-playing field Nevertheless, this framework is much less limitation than the EU

framework for EU Member States.

The downside of this situation is the fact that this leads to a less
structured and less transparent incentives system. The eligibility is
determined on an ad hoc basis and is more subject to negotiations
than it is within the EU.

Incentives analysis for promoting regional development
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European Aid philosophy

The objectives of the new Regional Aid Guidelines 2007-2013 are the following:
» Focusing regional aid on the least developed regions within the European Union
* Reducing unnecessarily high aid intensities
» Ensuring the competitiveness of all regions
» Continuity from the old system to the new

State aid to business in the EU countries is strictly regulated by the EU Commission. EU legislation determines the costs eligible for state aid
and the aid intensity ceilings.

The characteristics of national regional aid

- Aid for investment or operating aid (in certain limited circumstances)

- Granted to large companies and SMEs

- Geographical specificity (to redress regional disparities)

- Focuses on the obstacles to productivity (lack of skills, investment, innovation, enterprise and/or competition) by supporting business growth
and new investment

The EU makes a distinction between regional aid (regional differences) and horizontal aid (national regulation, no regional differences). An
example of regional state aid is aid to initial investments (large companies). An example of horizontal state aid is training aid which is allowed
anywhere in a EU country.

Incentives analysis for promoting regional development
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European conditions to grant aid

Regional investment aid is aid awarded for an initial investment project (replacement investment excluded) in material (land, buildings and
equipment) and immaterial (patent rights, licences, know-how) assets relating to:

e The setting-up of a new establishment;

* The extension of an existing establishment;

¢ Diversification of the output of an establishment into new, additional products;

» A fundamental change in the overall production process of an existing establishment.

Acquisition of the assets of an establishment that would otherwise have closed

Investment must be maintained > 5 years (reduced to 3 years for SMES)

It will generally be a matter for negotiation between the prospective investor and the appropriate government agency

Incentives analysis for promoting regional development
PricewaterhouseCoopers 8 January 2008
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Capex and expenses

Expenses that are eligible for regional investment aid are:

Land, buildings, plant and machinery

Costs related to the acquisition of assets other than land and buildings under financial lease

Consultancy costs for SMEs

Intangible assets

Alternatively and additionally 2 years wage costs for new jobs created by the project

Expenses that are eligible for horizontal aid (non-regional aid) are:

e Training expenses

e R&D expenses

Incentives analysis for promoting regional development
PricewaterhouseCoopers 9 January 2008
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Types of incentives

Related types of regional investment aid regulated by the European Union are:

e Capital grant

e Subsidised loan (low-interest loans or interest rebates)

e State guarantees, the purchase of a share-holding or an alternative provision of capital on favourable terms
« Exemptions or reductions in taxes, social security or other compulsory charges

e The supply of land, goods or services at favourable prices

* Employment incentives

Related types of horizontal aid are:
e R&D incentives

e Training incentives

Incentives analysis for promoting regional development
PricewaterhouseCoopers 10 January 2008
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Scope and sensitive sectors

A distinction is made between non sensitive sectors and sensitive sectors. Different (more strict) EU aid intensity ceilings apply to sensitive
sectors.
Regional investment aid applies to all sectors except to:

e the coal industry;

e the fisheries;

e the steel industry (except SMES);

* and the synthetic fibres sector.

Special rules apply to the following sensitive sectors:
» the transport sector;
e the marketing sector;
e the shipbuilding sector;

e and primary agricultural production.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 11 January 2008
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European aid intensity

All aid intensities are expressed in gross grant equivalents (GGE). The tax on the amount of financial aid is not taken into consideration.
The intensity of the aid is adapted according to the nature and intensity of the regional problems.
In summary

The old remote regions the aid intensities are limited to 30% of the investment.

The new remote regions have the larges aid intensities, and can go up to 50% of the investment and more (for SMES).

The aid is granted to a small proportion of the European regions. The majority (of the population and the geographic regions) isn’t granted any
regional aid.

Incentives analysis for promoting regional development
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Taxation and cumulation of grants

Grants are considered as company profits and taxed accordingly.
In most cases, grants are deducted from the value of the depreciable investment.

Regional aid may be cumulated with horizontal aid and other support schemes.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 15 January 2008
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Case 1: Food processing company

Large manufacturing company

Assumptions

no acquisition of advanced product or process technology

no training expenses
R&D expenditures account for 20% of the FIA

The company in figures (EUR):

Sales 29.747.223
Capex

- Site 1.425.388

- Building 5.205.764
- Equipment 16.360.973
- Utilities 3.934.566

Opex (Wales)

Raw material 9.419.954
- Labor 1.308.746
- Power 619.694
- Water 233.953
- Gas 294.418
- Sewerage 452.290
- Transport 1.766.985

- Real Estate Tax 178.669

Incentives analysis for promoting regional development
PricewaterhouseCoopers
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Eligible grants

Ireland
e Capital grant (15% -30%)
* R&D grant (50%)

Wales
e General incentives

- Only for small businesses or SMEs

- Tax incentives too small to make a difference
e Territorial incentives

- Capital grant (30%)

- R&D grant (50%)

Hungary

e Cash subsidy (50%)

* R&D incentives (% of wage cost)

» Development tax allowance (20% => 10%)

Canada

» Capital grant (site =1 CAD)

* R&D incentives (tax benefit of 15% and 20%)
e Tax grant (27,12% => 11,06%)

Final Report

January 2008
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Case 1: Food processing company

Net Present Value (in EURO):

Ireland Wales Hungary Canada
without incentives | 33.733.101 = 22.663.883 @ 32.858.554 | 24.206.441
with incentives 41.966.867 @ 30.103.256 | 52.356.193 | 38.041.357
gainin % 24% 33% 59% 57%

Profitability Index:

Case 1: without vs with incentives Case 1:gainin %

6,00
5,00
4,00
3,00
2,00
1,00

140%
120%
100%
80%
60%
40%

20%
Ireland Wales Hungary Canada 0%

@ without incentives

PI

| with incentives

Countries Ireland Wales Hungary Canada

Ireland Wales Hungary Canada
without incentives 2,30 1,88 2,27 1,94
with incentives 3,46 2,76 5,05 2,66
gainin % 50% 47% 123% 38%
Incentives analysis for promoting regional development
PricewaterhouseCoopers 17 January 2008
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Case 2: Manufacturer of mobile homes

Medium sized company (233 employees)
Assumptions
* No acquisition of advanced product or process technology
» Training expenses for 7 persons (1 month's pay per person)

* No R&D expenditures

The company in figures (EUR):

e Sales 35.719.810
* Capex

- Site 731.826

- Buildings 3.310.000

- Equipment 2.319.900
- Opex (Wales)

- Raw material 20.614.521

- Labor 2.696.847

- Power 33.316

- Water 1.451

- Gas 3.718

- Transport 9.336.750

Incentives analysis for promoting regional development
PricewaterhouseCoopers
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Eligible grants

Ireland
e Capital grant (30%)
e Training grant (Assumption)

Wales
e General incentives

- Only for small businesses or SMEs

- Tax incentives too small to make a difference
e Territorial incentives

- Capital grant (40%)

Hungary

* No cash subsidy because to small investment in
cash and people

» Job creation subsidy (640.000 EUR)

* Development tax allowance (reduction of
taxable income by the amount of profit before tax
or max 120.000 EUR)

» Training grant (Assumption)

Canada

e Capital grant (site =1 CAD)

* Tax grant (27,12% => 11,06%)

» Training incentives and alike are non-financial

January 2008
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Case 2: Manufacturer of mobile homes
Net Present Value (in EURO):
Ireland Wales Hungary Canada
without incentives | 9.182.997 8.063.439 15.000.455 7.815.466
with incentives 10.771.230 = 10.041.685 | 15.684.886 @ 10.824.007
gainin % 17% 25% 5% 38%
Profitability Index:
Case 2: without vs with incentives Case 2:gainin %
5,00 70%
4,00 60%
50% -
_ 3,00 O without incentives
o . . 40%
2,00 A B with incentives
30%
1,00 - 20% |
- 10%
Ireland Wales Hungary Canada 0% | |
Countries Ireland Wales Hungary Canada
Ireland Wales Hungary Canada
without incentives 2,53 2,35 3,51 2,31
with incentives 3,51 3,80 3,88 3,06
gainin % 38% 62% 11% 33%

Incentives analysis for promoting regional development
PricewaterhouseCoopers 19

January 2008
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Case 3: Financial shared services center

Medium sized company

Assumptions

* No acquisition of advanced product or process technology
» Training expenses for 10 leading persons (1 month's pay per person)

* No R&D expenditures
The company in figures (EUR):

» Capex
- Buildings and equipment

- Opex (Wales)
- Utilities and rental
- Labor

Incentives analysis for promoting regional development
PricewaterhouseCoopers
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180.000
3.724.576
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Eligible grants

Ireland
e Capital grant (30%)
e Training grant (Assumption)

*  Employment grant (Assumption 10% during 5 years)

Wales
e General incentives

- Only for small businesses or SMEs

- Tax incentives too small to make a difference
e Territorial incentives

- Capital grant (40%)

Hungary

* No cash subsidy because to small investment in
cash and people (max 60%)

» Job creation subsidy (520.000 EUR)

» Development tax allowance (reduction of
taxable income by the amount of profit before tax
or max 120.000 EUR)

e Training grant (Assumption)

Canada
* No eligible grant

January 2008
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Case 3: Financial shared services center

Net Present Value (in EURO):

Ireland

Wales

Hungary

Canada

without incentives

(29.939.145)

(25.946.473)

(16.847.026)

(27.622.594)

with incentives

(27.493.099)

(25.164.654)

(16.356.550)

(27.622.594)

Final Report

> (15.000.000)
Z (20.000.000)

@ without incentives
® with incentives

5%
4%
3%

gain in % 8% 3% 3% 0%
Case 3: without vs with incentives Case 3:gainin %
Ireland Wales Hungary Canada 9%
- 8%
(5.000.000) %
(10.000.000) 6%

(25.000.000) 2%
(30.000.000) 1%
(35.000.000) 0%
Countries Ireland Wales Hungary Canada
Incentives analysis for promoting regional development
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Comparison

NPV (in EUR)

Ireland
case 1
without incentives = 33.733.101
with incentives 41.966.867
gain in % 24%

case 2

without incentive  9.182.997
with incentives 10.771.230
gainin % 17%

case 3

without incentives = (29.939.145)
with incentives (27.493.099)
gainin % 8%

Incentives analysis for promoting regional development

PricewaterhouseCoopers

Wales

22.663.883
30.103.256
33%

8.063.439
10.041.685
25%

(25.946.473)
(25.164.654)

3%

22

Hungary

32.858.554
52.356.193

15.000.455
15.684.886
5%

(16.847.026)
(16.356.550)
3%

Canada

24.206.441
38.041.357
57%

7.815.466
10.824.007

(27.622.594)
(27.622.594)
0%

Final Report

January 2008
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Comparison

Pl

Ireland Wales Hungary Canada
case 1
without incentives 2,30 1,88 2,27 1,94
with incentives 3,46 2,76 5,05 2,66
gain in % 50% 47% C123%) 38%
case 2
without incentives 2,53 2,35 3,51 2,31
with incentives 3,51 3,80 3,88 3,06
gain in % 38% C 62%) 11% 33%

140%
120%
100%
80%
60%
40%
20%
0%

Ireland

Case 1:gainin %

Wales Hungary

Canada

70%
60%
50%
40%
30%
20%
10%

0%

Ireland

Case 2: gainin %

Wales

Hungary

Canada
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Conclusions and recommendations

1. Aid has many definitions. Aid can be towards regions, sectors or projects.

Incentives (regional aid) exclusively relate to stimulation of new investments; often they are designed specifically to attract foreign inward investment.
Their logic lies in influencing the investment decision as an instrument of regional development.

This analysis exclusively deals with incentives as applicable for investment related projects such as manufacturing units, distribution centres,
research centres, offices, data centres, shared services centres, etc.

This analysis does not deal with "aid" relating to the improvement of national or regional infrastructure. Aid is many times given by supra-national
(or national) authorities to local public authorities.

Subsidies relate to artificial market mechanisms to protect a sector or an industry segment; their logic can be various but in theory relates to
strategic reasons.

Incentives analysis for promoting regional development

PricewaterhouseCoopers 24 January 2008
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Conclusions and recommendations

2. Incentives exist in numerous and various forms such as:

- Cash grants

- Research grants

- Land cost reduction grants

- Employment grants

- Labour cost reduction grants

- Training grants

- Interest subsidies

- Corporate tax rate reductions

- Additional capital allowances

- Investment deductions adding to the capital allowances

- Real estate tax deductions

- Local tax reductions

- Subsidised loans (low-interest loans or interest rebates)

- State guarantees

- The purchase of a share-holding or an alternative provision of capital on favourable terms
- Exemptions or reductions in social security or other compulsory charges
- The supply of land, goods or services at favourable prices

3. Incentives can be categorized in several ways:

Front end incentives reducing the net cash investment: they apply once and at the time the investment is made.
Operating incentives occurring during the life time of the project.

Fiscal versus non fiscal incentives

Incentives resulting in reducing cash out (lower tax to be paid, lower social charges to be paid, lower interest rates to be paid) versus incentives
increasing cash in (cash grants, employment grants, research grants, training grants).

The majority of incentives offered are front-end incentives (cash grants) and tax incentives.
Operating incentives are the exception.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 25 January 2008
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Conclusions and recommendations

4. Incentives are regulated by supra-national authorities and are granted by national, regional and local authorities.
Incentive legislation define which incentives are applicable and their maxima; incentive legislation also define which incentives are not allowed.

Equal playing level field and avoidance of unfair competition is an adagio.

- - a . . . . 41w W b g 10w o* 10"
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30% Aid intensity

30% -» 20% (statistical effect)
Art 87.3.c
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Canada follows a similar logic with an even more regional
emphasis.

]

I economic development
15% ! 10 % Aid intensity
for an extra 7.5% of the EU25
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5. National legislation (whatever is applicable on the entire territory of a country) is not considered as regional aid.
The national tax legislation in general and corporate tax in particular is therefore not considered as a regional incentive instrument although it can
have a major impact on investment decisions.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 26 January 2008
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Conclusions and recommendations

6. Incentive legislation and especially application is complex and difficult to understand.
The true value of incentives is not always obvious. Even what in E.U. context is referred to as “Gross Grant Equivalent” is not equal to real
value.

In some cases incentives are taxed or they reduce the basis for tax allowances, in many cases incentives are capped or mutually exclusive or
any combination of the above.

The real value of incentives is defined by their discounted cash flow impact.

7. Many incentives result in low absolute value and obviously have a minor impact on the investment decision. In fact most of them are of this nature.

8. Some incentive packages have a minor impact on the investment decision although their absolute value is important. These are the ones to be
avoided because they are a waste of tax payers money. Transparent and easy to understand incentive packages with impact are clearly preferred by
potential investors.

9. Some incentive packages really make the difference and have indeed a major impact on the investment decision.

10. In the E.U. the "big packages" are granted in regions of new E.U. member states such as Hungary, Bulgaria and Romania.
Their order of magnitude can equal to 50% of the fixed asset investment.

11. Many regions in old EU member states are not allowed to grant relevant incentives at all (0% of fixed asset investment).
Some regions of those countries are still eligible to packages of some 10 to 15% of the gross fixed asset investment of the project.

12. EU incentive legislation is statutory; Canada combines a statutory and discretional approach.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 27 January 2008
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Conclusions and recommendations

13. Main drivers of incentive package are:
* Location
* Employment
» Research content
» Fixed asset investment
» Size of the business
* Nature of the project
» Ecology
» Potential benefits for the economy
* Industry segment

14. Assuming the vocation of incentive packages is to stimulate investments that bring wealth (high value added) to the region, it is strange to notice
‘value added’ as such is not a driver of incentive packages.
This is probably explained by their historic background whereby direct employment creation was many times a major political driver. This resulted
many times in a cynic paradox whereby labour intensive projects (with no chance to succeed because of the labour cost level in western
economies) were favoured over high wealth creating know how/capital intensive projects.

15. Generic incentive packages have a completely different impact according to the nature of the investment project (capital intensive, labour intensive,
know how intensive, etc) and the relationship of the elements of the project definition such as fixed asset investment versus employment versus
research content versus profit intensity etc.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 28 January 2008
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Conclusions and recommendations

16. The cases illustrating the true impact of incentive packages and their real value (discounted impact on cash flow) are only indicative examples.
The sample is not big enough and definitely not representative enough to draw conclusions.
The cases however clearly show that some packages really make the difference.

An easy way to measure is impact on Profitability Index (P.l. : sum of future discounted cash flows versus present net cash investment).
The index measures how many times the original cash invested is re-made over a number of years of the life time of the project.

The following figures illustrate the impact of some of the packages.

Case 1: without vs with incentives Case 2: without vs with incentives

6,00 5,00

5,00 4,00

4’00 . . . . . .
— 300 @ without incentives _ 300 @ without incentives
. 2'00 @ with incentives o 2,00 | with incentives

1,00 1,00 A

Ireland Wales Hungary Canada Ireland Wales Hungary Canada
Countries Countries

17. These deltas must be seen in combination with tax legislation and application.
Tax as earlier stated is not a regional incentive instrument but a national cost component.
The combination of relevant regional development incentive packages and attractive national tax legislation (corporate tax in particular) are
definitely driving investment decisions.

Incentives analysis for promoting regional development
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18. In order to create relevant incentive packages for the regions in Iceland one should:
a. Define the type of investment targeted

- manufacturing, distribution, shared services, data centres, research centres, etc

- degree of capital intensiveness

- degree of know how intensiveness

- degree of labour intensiveness

- order of magnitude of fixed asset investment (5-10 mio $; 10-50 mio $; 50-150 mio $; 150-500 mio $; above 500 mio $)
- degree of utility intensiveness

- degree of sustainable development

- degree of wealth creation to the region

- degree of cluster effect

b. Define and test combinations of packages with components such as

- cash grant

- training grants

- interest reductions

- research grants

- tax grants

- up front investment grants

c. Consider and test such packages in combination with existing or new (corporate) tax legislation.

- The testing should involve national and international comparisons.

- The defined packages must be tested on their international legal acceptance.
- The budget impact must be predefined, inclusive ROI effects on the budget.
- Definition of KPIs related to regional development targets.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 30 January 2008
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The key principles of state aid in the EU

State aid is defined as an advantage in any form whatsoever conferred on a selective basis to undertakings by national public authorities. Therefore,
subsidies granted to individuals or general measures open to all enterprises do not constitute state aid.

The EC Treaty pronounces the general prohibition of state aid.
In some circumstances however government interventions are necessary and allowed for a well-functioning and equitable economy.

The EC has established a system of rules under which state aid is monitored and assessed. The objective of state aid control is to ensure that government
interventions do not distort competition and intra-community trade.

The application of exemptions to the general prohibition of state aid rests exclusively with the EC.
The EC possesses strong investigative and decision-making powers with a detailed notification procedure which the member countries have to follow. It is
only after the approval by the EC that an aid measure can be implemented. Moreover, the EC has the power to recover incompatible state aid.

As such, the objective of the EC is to ensure that all European companies operate on a level-playing field, where competitive companies succeed. The EC
ascertains that government interventions do not interfere with the smooth functioning of the internal market or harm the competitiveness of EU companies.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 34 January 2008
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The key principles of regional aid in the EU

State aid granted by a member state to promote the economic development of certain disadvantaged areas is called “national regional” aid or “regional aid”.
Regional aid is defined in Article 87(3)(a) and (c) of the EC Treaty. Regional aid works by 6 year programs.
The objective of the Regional Aid Guidelines ‘07-'13 is to ensure “Less and better targeted state aid in a economic, social and territorial cohesion context”

This objective is best achieved by

» focusing regional aid on the least developed regions within the EU
» reducing unnecessarily high aid intensities

» ensuring the competitiveness of all regions

e continuity from the old system to the new

Regional aid is considered to be compatible with the common market principle when:

» (a) aid to promote the economic development of areas where the standard of living is abnormally low or where there is serious underemployment;

* (c) aid to facilitate the development of certain economic activities or of certain economic areas, where such aid does not adversely affect trading
conditions.*

The exceptional character of regional aid is demonstrated by the fact that:
» there must be substantially less assisted regions in the EU than there are unassisted regions
» the overall population affected should be less than 42% of the then 25 member states’ total population

Regional aid consists mostly in investment aid to large companies, targeted on specific regions in order to redress regional disparities.

* Article 87(3)(c) is wider in scope than (a) and allows regional development aid, provided it does not adversely affect trading conditions to an extent contrary to the common
interest. This derogation concerns areas which are disadvantaged in relation to the national average. As the regional handicap of these areas is smaller, both the geographic
scope of the exception and the aid intensity allowed are lower than for regions targeted by (a).

To determine the scope, the EC assigns a population ceiling to each state, taking into account, among others, population density, unemployment and GDP per capita. Within
this ceiling, the states then select their eligible regions according to objective criteria set out in the regional aid guidelines. These include GDP per capita, population density,
geographical situation, etc.

Incentives analysis for promoting regional development
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The key principles of regional aid in the EU

Regional aid consists mostly in investment aid to large companies, targeted on specific regions in order to redress regional disparities:
* Only in very exceptional cases operating aid to large companies is permissible*.
* Increased levels of investment aid granted to SMEs as a result of their location within such disadvantaged regions is also considered as regional aid.

Regional aid focuses on the obstacles to productivity (lack of skills, investment, innovation, enterprise and/or competition) by supporting business growth
and new investment.

The geographical specificity distinguishes regional aid from other forms of (horizontal) EU aid, such as aid for research, development and innovation,
employment, training or the environment.

Permissible aid levels are related to the relative seriousness of the problems affecting the development of the regions concerned. The advantages of the
aid in terms of the development of the region must outweigh the resulting distortions of competition.

* Exceptions:

» Temporary and degressive operating aid to offset bottlenecks in Art 87 3(a) areas
» Permanent handicaps of the outermost areas

* Permanent aid to offset depopulation in the least densely populated areas

* Permanent transport aid in the outermost and low population density areas

» Transitional phasing out of operating aid in areas loosing 3(a) status over 2 years
Exclusion of operating aid to financial services sector
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The regional aid map of the EU

A regional aid map defines
» the regions of a member state which are eligible for regional aid and
» the maximum permitted levels of such aid in the eligible regions.

These regions are known as “assisted regions”.
Regions are assisted regions only when the GDP per capita is less than 75% of the EU25 average.

Next to this main category, areas can be added when

» the GDP per capita exceeds 75% of the EU average but only since the 2004 enlargement, referred to as statistical effect regions
In this situation a transitional period is foreseen until end 2010.

» disadvantaged in relation to the national average and subject to specific conditions at country and population density
Economic Development regions per Article 87(3)(c)

» having low population density

e part of the EU’s outermost regions, i.e. Azores, Madeira, Canary Islands, Guadeloupe, Martinique, Réunion and French Guyana.

The adoption of the regional aid map by the EC is a pre-condition for a member state to be allowed to grant regional aid within the territory. Member states
must notify their maps for every 6 years period based on the applicable regional aid guidelines.
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The regional aid map of the EU
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Characteristics and conditions of regional aid

Regional investment aid is aid awarded for an initial investment project in material and immaterial assets*.

The initial investment must relate to

» the setting-up of a new establishment;

» the extension of an existing establishment;

» the diversification of the output of an establishment into new, additional products;

» afundamental change in the overall production process of an existing establishment.

Eligible material assets include: Eligible immaterial assets are

. Land_ * Patents

* Building * Rights

« Equipment * Licenses

» Consultancy (SMEs only) « Know-how

Regional investment aid also applies to the acquisition of assets of an establishment that would otherwise have closed.

Alternatively, regional aid is aid awarded to directly created jobs by an investment project.

Directly created jobs are

e concerned with the activity to which the investment relates;

» created within three years of completion of the investment;

e can include jobs created following an increase in the utilisation rate of the capacity created by the investment.

Investment must be maintained > 5 years (3 years for SME)
Application must be submitted and governing authority must approve in principle before work starts on the project

* |ntangible assets must be:

» used exclusively in the establishment receiving the regional aid;

e regarded as amortizable assets;

e purchased from third parties under market conditions.

For SMEs, the full costs of investments in intangible assets may always be taken into consideration.

For large companies, such costs are eligible only up to a limit of 50 % of the total eligible investment expenditure.
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The form of regional aid

The form of regional aid is variable.

Examples include

e capital grant;

e subsidised loans (low-interest loans or interest rebates);

* state guarantees;

» the purchase of a share-holding or an alternative provision of capital on favourable terms;
e exemptions or reductions in taxes, social security or other compulsory charges;

» the supply of land, goods or services at favourable prices.
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Ceilings to regional aid

Aid intensity is expressed in terms of a % Gross Grant Equivalent (GGE)

Discounted Value of aid
0, =
% GGE Discounted Value of eligible costs

Tax on the amount of financial aid can not be taken into consideration

When aid is calculated on the basis of wage costs:

» The amount of aid must not exceed a certain percentage of the wage cost of the person hired, calculated over a period of two years.
» The percentage is equal to the intensity allowed for investment aid in the area in question.

The intensity of the aid must be adapted to take account of the nature and intensity of the regional problems that are being addressed
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Ceilings to regional aid

Eligible investments by large companies in Art 87(3)(c) regions with: Classes of regions
» GDP/cap < 75% of the EU-25 average: 30% gross 2007-2013
. < 60% 40% gross At873a ”?1
. < 45% 50% gross Bl GOP <48% Guzs
Bl cOP = 60% EU2S

S . . . GOP < 75% EU2S r
Eligible investments by large companies in outermost regions with: alstistion] affect mglors

 GDP/cap > 75% 40% gross Art BT e -

. <75% 50% gross Lo population density
BN Economic dovalopman

Bonuses
* Small companies: +20%
* Medium-sized companies: +10%

Eligible investments by large companies in statistical effect regions:
e which are Art 87(3)(c) region after 2011 20% gross
e others 30% gross

Eligible investments by large companies in other Art 87(3)(c) regions:
* mostly: 15% gross
e exceptionally: 10% gross

Investments exceeding 50 million € are subject to additional regional aid ceilings.
(see below)
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Ceilings to regional aid

Aid for newly created small enterprises in Article 87(3)(a) regions:

e up to a total of 2 million € per enterprise

* may not exceed 35% of eligible expenses incurred in the first 3 years after the creation, 25% in the 2 years thereatfter;
 increases of 5% apply in regions with a population density < 12.5 inhabitants/km?

Aid for newly created small enterprises in Article 87(3)(c) regions:
e up to 1 million € per enterprise
* may not exceed 25% of eligible expenses incurred in the first 3 years after the creation, and 15% in the 2 years thereatfter.

Annual amounts of aid awarded for newly created small enterprises must not exceed 33% of the total amounts of aid per enterprise.

Eligible investments includes
* legal, advisory, consultancy and administrative costs related to the creation of the enterprise

» extended aid for SMEs, f.e. the costs of preparatory studies and consultancy costs linked to the investment may also be taken into account up to an aid
intensity of 50 % of the actual costs incurred
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Ceilings to regional aid

Regional investment aid for large investment projects (LIP) exceeding 50 million € is subject to an adjusted regional aid ceiling.

An automatic reduction in aid intensities applies:

Eligible investments Adjusted regional aid ceiling
e Up to 50 million €: 100% of regional ceiling
* For the part between 50 million € and 100 million €: 50% of regional ceiling
» For the part exceeding 100 million €: 34% of regional ceiling

Individual notification of projects receiving more aid than allowed for a project with eligible expenses of 100 million € in that region is mandatory.

In depth assessment if:
» Beneficiary has > 25% market share
* Project adds more than 5% capacity in a market in relative decline

The EC will approve regional investment aid for LIPs only after a detailed verification, that the aid is necessary to provide an incentive effect for the
investment and that the benefits of the aid measure outweigh the resulting distortion of competition and effect on trade between member states
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Special regimes

Regional aid rules apply to all sectors except:

e coal industry;

» fisheries;

e primary agricultural production.

These sectors and industries are subject to specific rules

Prohibitions on regional investment aid:
» steel (except SMES);
» synthetic fibres.

Regional aid can be awarded in:
 transport;

* shipbuilding;

» agricultural processing and marketing,
but special additional rules apply.
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Taxation and cumulation of grants

Grants are not taxable in themselves, but are considered as company profits and taxes are paid on company profits.
In most cases, grants are deducted from the value of the depreciable investment

Regional aid may be cumulated with

- regional aid granted under other schemes,

- other public support, including structural funds, or de minimis support
provided that the maximum aid intensities laid down are not exceeded.
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Regions 2007 - 2013

Ireland’s inward investment programme is a major driving force behind the growth of the Irish economy. It accounts for 35% of GDP, over 85% of
manufactured exports, has a significant annual expenditure on Irish wages and salaries, raw materials, components and services and is a major contributor
to the Irish Exchequer through corporation tax.

opin
Article 87(3)(a) ...

Statistical effect ...

Article 87(3)(c) 50,0 %
Total population coverage 2007-2013 50,0 %
Transitional additional coverage 2007-2008 under Article 87(3)(c) 25,0%
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Regions 2007 - 2013

The old Article 87(3)(a) areas are now recognised as economic development area, as their GDP increased
well over 75% of the EU25 average. In order to ensure a smooth transition, these areas will continue to be
allowed to receive regional aid at progressively reduced intensities.

Ireland also receives an additional population coverage of 25% under Article 87(3)(c) for a 2-year
transitional period (2007-2008) at an aid intensity of 10%, in order to phase out regions which are not
eligible for regional aid anymore.

The aid intensities for the different types of regions will be modified as follows:

» For the economic development region:

- from 40% to 30% on 01/01/2007 "'." E

- thento 15% as from 01/01/2011

+ For Article 87(3)(c) regions: Regional Aid

- from 20% to 10% or 0%* on 01/01/2007 (* when they are no longer eligible) 2007-2013
« The regions eligible for transitional coverage: ArErsa

- 10% for 2007 and 2008 Bl 50% Aid intensity

- 0% as from 01/01/2009 B  10% Aid intensity

30% Ald intensity
30% -= 20% (statistical effect)
At 87.3.c
15% (low population)
P =conomic development

15% 7 10 % Ald intensity

for an extra 7.5% of the EUZ25
population. To be allocated
by Member States

+ transitional provisions
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Doing business in Ireland - Irish Development Agency

The Irish Development Agency (IDA)
» Irish Government Agency with responsibility for securing new investment from overseas in manufacturing and internationally traded services sectors
* Encourages existing investors to expand and develop their businesses

IDA's focus is to attract foreign investment that is of high value, requiring high skill levels and a sophisticated business environment

Attract overseas investment by

» Focusing on business sectors that are closely matched with the emerging needs of the economy and that can operate competitively in global markets
from an Irish base

» Building links between international businesses and third level education and research centres to ensure the necessary skills and research and
capabilities are in place

» Building world-leading clusters of knowledge-based activities

» Strongly influencing the competitive needs of the economy, and therefore the IDA is very active in the development of infrastructure and business support
services, telecoms, education, regulatory issues especially in relation to EU policy

IDA Services

* Provides information on key business sectors and locations within Ireland

» Assists in setting up a business in Ireland

* Introduces potential investors to local industry, government, service providers and research institutions
» Offers advice on property solutions

IDA Financial Incentives
* IDA may provide financial assistance to companies wishing to locate in Ireland or expand their existing operations in Ireland. The unique characteristics
of any proposed project will determine the incentive package available, in particular it's location
* The types of grants that are available include:
- Employment Grant
- Research and Development (R&D) Grants
- Training Grants
- Capital Grants
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Doing business in Ireland - Irish Development Agency

IDA non-financial assistance
» Site visits tailored to a particular company’s requirements which can include:
- Introductions to companies already operation in Ireland
- Introductions to relevant universities, training colleges or 3" party service providers such as tax specialists, estate agents, banks and recruitment firms
» Provides a range of information relevant to doing business in Ireland
* Provides availability of industrial facilities
- Owns business parks with purpose built factories which are ideal for new projects where the promoters do not wish to construct their own premises
- Offers greenfield sites where promoters can erect custom-built factories
- These sites usually come fully serviced with outline planning permission for industrial usage

IDA highlights (IDA Annual Report 2006)
* 71 new business projects were negotiated with new and existing clients which involve a total investment of 2.6billion € over the coming years.

* Investment in R&D continues to increase with 54 R&D projects supported by IDA in 2006 involving a total investment of almost 470 million €.

» Reflecting IDA’s strategy of balanced regional development, 89 new investment projects (including 46 R&D investments) occurred outside of Dublin.

» IDA supported companies spent almost 15 billion € in the Irish economy in 2006 from their annual sales of 77 billion € and paid over 2.8 billion € in

corporation tax

» Employment in IDA supported companies increasing by 3,795 in 2006, bringing total employment to 135,487

Final Report

IDA Ireland Indicators 2006 - IDA Ireland Annual Report 2006

Indicator 2006 Value
Mo, of Greenfield Projects 39
Fa. of Expansion Projects 32
Capital Investment in Approved Frojects £2.6hn
Average Salanin Mew nvestments 42
Estimated Annual Corporate Tax Payments of IDA Client Companies £2.8hn
Blo. of approved RED Capahbility and Research, Technology Development and Innovation Projects by 1DA Client Companies a4
Employment Creation (Mew Johs) 11,846
DA suppotedinitiated Industry-Academia RED collahorations ]
Mo, of IDA Client Companies investing more than £250,000 per annum on RED 212
Fao. of IDA Companies with significant corporate BRED mandate 168
Mo, of IDA Client Companies with mandate to supply product and services to Europe, Middle East and Africa (EMEA) markets an
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Doing business in Ireland - Regional services

Government development agencies are responsible for a particular region and provide a range grants similar to that offered by IDA Ireland
» Shannon Development for the Shannon region, which is located in the south west of Ireland;
» Udaras na Gaeltachta for the Gaeltacht region, which is largely rural and relatively sparsely populated.
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Availability of incentives

Main criteria applied to determine the availability of incentives

e Location chosen within Ireland (1)

* Likely employment levels and quality of employment created (!)
» Long-term stability of the industry

» Suitability of the project to Ireland’s long-term industrial policy

The unique characteristics of any proposed project and its location will determine the incentive package available

It will generally be a matter for negotiation between the prospective investor and the appropriate government agency
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ront-end incentives — Capital Grants

Description

Grants towards the capital costs of site development, buildings, new machinery and equipment (Section 21 of the 1986 Act)

Funding

Eli

The amount of a grant shall not exceed 60% of the cost of the fixed assets in the case of an industrial undertaking in a designated area or 45% of the
cost of the fixed assets in the case of an industrial undertaking elsewhere than in a designated area (Section 21 of the 1986 Act)

Small industrial undertakings can receive a grant on such terms and conditions as the IDA thinks proper in respect of any additional person employed in
such an undertaking

gibility

The company is an industrial undertaking that either

- Will produce products for sale primarily on world markets, in particular those products which will result in the development or utilisation of local
materials, agricultural products or other natural resources; or

- Will produce products of an advanced technological nature for supply to internationally trading or skilled sub-supply firms within Ireland; or

- will produce products for sectors of the Irish market which are subject to international competition; or

- is aservice industry.

Other criteria for application

- Financial assistance is necessary to ensure the establishment or development of the undertaking;

- The investment proposed is commercially viable;

- It has an adequate equity base;

- It has prepared a suitable company development plan;

- It will provide new employment or maintain employment that would not be maintained without this assistance and increase output and value added
within the economy.
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Front-end incentives — Grants towards reduction of interest

Fixed assets
» Description
- Grant towards a reduction of the interest payable on a loan raised to provide fixed assets for the undertaking (Section 23 of the 1986 Act)
* Funding
- The amount of a reduction of interest grant shall not exceed 60% of the cost of the fixed assets in the case of an industrial undertaking in a designated
area or 45% of the cost of the fixed assets in the case of an industrial undertaking elsewhere than in a designated area
 Eligibility
- Cifr. Capital Grants

Acquisition or amalgamation
» Description
- Grant towards the reduction of interest payable on a loan raised in connection with an acquisition by an industrial undertaking of the whole or part of
another industrial undertaking or in the case of an amalgamation between two or more industrial undertakings, for the purpose of promoting the
restructuring of industry (Section 26 of the 1986 Act)
e Funding
- The IDA shall not, without the prior permission of the Government, give a guarantee in respect of money borrowed in connection with an acquisition or
amalgamation or make a grant towards the reduction of interest payable on a loan raised for such purposes where the amount of the principal of any
money the subject of the guarantee and the amount of the grant payable towards the reduction of interest exceed in the aggregate £750,000

Establishment of an industrial undertaking
» Description
- Grant towards the reduction of interest payable on a loan raised to provide working capital for the purpose of encouraging the establishment of an
industrial undertaking by a suitably qualified person who has not, or has not to a significant extent, previously been an owner of an industrial
undertaking (Section 27 of the 1986 Act)
* Funding
- The IDA shall not, without the prior permission of the Government, give a guarantee in respect of money borrowed in respect of working capital or
make a grant towards the reduction of interest payable on a loan raised to provide working capital for such an undertaking, where the amount of the
principal of any money the subject of the guarantee and the amount of the grant payable towards the reduction of interest exceed in the aggregate
£300,000
* Eligibility
- Cfr. Capital Grants
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Front-end incentives — Guarantee of loan

Fixed assets

e Description
- The IDA may guarantee the due repayment of part of the principal of any money borrowed in respect of fixed assets of an industrial
undertaking or the payment of interest on such money or both the repayment of the principal and the payment of such interest (Section
24 of the 1986 Act)

* Funding
- The guarantee for money borrowed in respect of fixed assets shall not exceed 80% of the repayment of the principal or the payment of
interest on such money
- The IDA shall not, without the prior permission of the Irish Government, give in respect of a particular industrial undertaking a guarantee
where the amount of the principal of any money guaranteed exceeds £750,000

* Eligibility
- Cfr. Capital Grants

Acquisition or amalgamation

» Description
- The IDA may guarantee the due repayment of the whole or part of the principal of any money borrowed in connection with an acquisition
by an industrial undertaking of the whole or part of another industrial undertaking or in the case of an amalgamation between two or more
industrial undertakings or the payment of interest on such principal or both the repayment of the principal and the payment of such
interest, for the purpose of promoting the restructuring of industry (Section 26 of the 1986 Act)

* Funding
- The IDA shall not, without the prior permission of the Government, give a guarantee in respect of money borrowed in connection with an
acquisition or amalgamation or make a grant towards the reduction of interest payable on a loan raised for such purposes where the
amount of the principal of any money the subject of the guarantee and the amount of the grant payable towards the reduction of interest
exceed in the aggregate £750,000
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Front-end incentives — Guarantee of loan

Establishment of an industrial undertaking

e Description
- The IDA may guarantee the due repayment of part of the principal of any money borrowed in respect of working capital for such an
undertaking or the payment of interest on the part so guaranteed of such principal or both the repayment of such part and the payment of
such interest (Section 27 of the 1986 Act)

* Funding
- The guarantee for money borrowed in respect of working capital shall not exceed 80% of the repayment of the principal or the payment of
interest on such money
- The IDA shall not, without the prior permission of the Government, give a guarantee in respect of money borrowed in respect of working
capital or make a grant towards the reduction of interest payable on a loan raised to provide working capital for such an undertaking,
where the amount of the principal of any money the subject of the guarantee and the amount of the grant payable towards the reduction
of interest exceed in the aggregate £300,000

* Eligibility
- Cfr. Capital Grants
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Front-end incentives — Research and Development Grants

» Description
- Grant towards the costs incurred in undertaking research and development (Section 29 of the 1986 Act)
- Under the Strategy For Science, Technology and Innovation 2006-2013, Ireland has committed to spend 3.8 billion € over the next 7 years on R&D in
order to ensure Ireland’s place as one of the leading knowledge-based economies in fields such as life sciences, medical technologies, software and
information technologies

 Eligibility
- This grant applies to projects of research and development which
e Have as their primary object the promotion or development of new or improved industrial processes, methods or products in Ireland, and, in
particular, such processes, methods or products as are likely either to involve the use or development of local materials, agricultural products or
other natural resources or to offer prospects of expansion in existing industry, promotion of new industry or to increase industrial employment or to
enhance the viability, competitiveness or strategic importance of existing industry in Ireland;
» Are carried out wholly or mainly in Ireland and wholly or mainly sponsored by one or more than one industrial undertaking in Ireland.

e Taxation
- Cf. tax incentives
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Front-end incentives — Research and Development Grants

* Funding

- The amount of a research grant shall not exceed 50% of the approved costs of the research and development concerned or €2,500,000
whichever is the smaller sum

- The amount of a research grant may, with the approval of the Government in a particular case, exceed €2,500,000 by such sum as the
Government shall in that case specify, provided that the 50 percentage limit is not exceeded

- Approved costs are such expenditure that has been or will be incurred by the undertaking for the purpose of promoting the research and

development concerned and has been or will be expended on

» The provision of sites or premises (including the acquisition of land), the construction and adaptation of buildings, and the provision of
services and other works;

» The provision of plant, machinery, equipment and materials;

» The payment of fees or other remuneration to technical advisers consulted in connection with the research and development;

e The salaries and wages paid to and the travel and subsistence expenses of persons engaged on the research and development or in
identifying product or process development prospects within the industrial undertaking; and

» Overhead charges associated with the research and development

- Small industrial undertakings can receive an additional grant up to one-third of a research grant prior to the approved costs being incurred

- The amount paid shall be repaid to the IDA if the research or development project concerned has not been carried out to the satisfaction of the
IDA

- The IDA shall not, without the prior permission of the Government, give in respect of a particular industrial undertaking, research grants
exceeding in the aggregate the higher of:
« £2,500,000; or
e £2,500,000 in excess of the aggregate amount of research grants for which the permission of the Government has previously been
obtained by the IDA
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Front-end incentives — Technology acquisition grants

- Description
e Grant to an industrial undertaking towards the costs of acquiring product or process technology

* Product or process technology includes patents, designs, trade marks, trade secrets, copyright, proprietary and non-proprietary
information and techniques

e The acquisition of product or process technology has as its primary object the improvement of the technological capability of one or
more than one industrial undertaking and the production or application of advanced industrial processes or products in Ireland

- Eligibility

o Cfr. Capital Grants
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Front-end incentives — Technology acquisition grants

- Funding

e The amount of a technology acquisition grant shall not exceed 50% of the approved costs of acquisition of the technology concerned or
£250,000, whichever is the smaller sum

e The amount of a technology acquisition grant may, with the approval of the Government in a particular case, exceed £250,000 by such sum
as the Government shall in that case specify, provided that the 50% limit is not exceeded

» Approved costs are such expenditure by the industrial undertaking or undertakings concerned as the IDA is satisfied has been incurred for
the purpose of acquiring the product or process technology concerned and has been expended on:
- Acquiring or an option to acquire a licence or knowledge of a product or method of production;
- The payment of fees or other remuneration to technical advisers consulted in connection with the acquisition of the technology; and
- The salaries and wages paid to, and the travel and subsistence expenses of persons engaged in the acquisition of the technology

e The IDA shall not, without the prior permission of the Irish Government, give in respect of a particular industrial undertaking, technology
acquisition grants exceeding in the aggregate the higher of:
- £500,000; or
- £500,000 in excess of the aggregate amount of technology acquisition grants for which the permission of the Government has previously
been obtained by the IDA
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Operating incentives — Employment Grant

- Description

» Grant towards the employment of persons in a service industry carried on as a separate undertaking (Section 25 of the 1986 Act)

- Funding
» The Authority may make a grant on such terms and conditions as it thinks proper in respect of a person employed in an industrial undertaking

» Without the prior permission of the Government, the total amount of money granted as an employment grant to a particular undertaking shall
not exceed in the aggregate the higher of
- €5,000,000, or
- €5,000,000 in excess of the aggregate amount of such expenditure for which the prior permission of the Government has previously been
obtained

- Eligibility

» The service industry would contribute significantly to regional and national development and, in particular
- Would be commercially viable;
- Would have good prospects for growth;
- Would not be developed in the absence of an employment grant.
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Tax incentives — Corporation tax rates

» Description
- Ireland offers one of the most beneficial corporate tax environments in the world
- The main emphasis of the tax regime for trading companies is on a single low rate of tax rather than on incentives that reduce the quantum of
taxable profits
» Applicable tax rates
- A corporation tax rate of 12.5% (10% in limited circumstances) applies to all corporate trading profits (active income)

- A 25% corporation tax rate applies to passive income of companies (interest, royalties, dividends and rents from property) and active income
earned wholly outside of Ireland

- A 20% corporation tax rate applies to capital gains
« Disposals of substantial shareholdings in certain subsidiary companies are exempted from Irish capital gains tax provided that certain criteria
are met
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Tax incentives — Intellectual Property (IP)

e Tax deductions for acquired or developed IP
- Tax treatment depends on the nature of the IP rights
 Scientific research is allowable as a trading expense in the year in which the expenditure is incurred
» Patents can be written off and a tax deduction generally claimed over 17 years on a straight-line basis
* Know-how can be written off fully as a trading expense in the year in which it is incurred
e Software used for business purposes is written off over 8 years at 12,5% on a straight-line basis
¢ A deduction is available for the costs of obtaining the registration of a trademark

» Licensing
- Itis common for multinational companies to have licensing arrangements with Irish subsidiaries

- Charges in connection with license fees and royalties are deductible where expended for business purposes and provided they are not
excessive

» Patent royalty tax exemption
- lIrish tax residents may be exempt from tax on all royalty income from “qualifying patents”

- From 1 January 2008, changes to legislation will extend the scope of the patent exemption but will also put a monetary ceiling on the annual
amount of exempt income
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Tax incentives — Tax credit for research and development expenditure

A 20% tax credit applies to incremental expenditure on R&D incurred by companies that are themselves trading or are members (more than 50% owned)
of a trading group

This tax credit is in addition to the corporate tax deduction that is otherwise available for the expenditure

Qualifying expenditure

- The expenditure must be incurred in carrying on R&D activities in the European Economic Area

- The expenditure must be tax deductible only in Ireland

- The expenditure must be incurred on systematic, investigative or experimental activities in certain fields of science or technology

A separate R&D tax credit of 20% is also available for capital expenditure on R&D building facilities and will be given over a period of 4 years but is not
limited to incremental expenditure
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Tax incentives — Repatriation of profits from Ireland

Dividends
- In general a dividend withholding tax rate of 20% applies
- Reduced or zero withholding on dividends paid to shareholders in treaty countries or EU Member States
- Domestic legislation provides for exemptions from dividend withholding tax for dividends paid to most categories of inward investor

Interest
- Interest withholding tax rate of 20% applies to interest payments made on loans and advances capable of lasting for 12 months or more
- Where interest is paid in the course of a trade or business to a company resident in an EU or treaty country, no withholding tax will apply

Royalties
- Withholding tax at 20%, except where the recipient is resident in a treaty country and the relevant treaty provides for a reduction or elimination of
withholding tax

Central cost recharges will not attract withholding tax
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Soft incentives — Training Grant

- Description
e A training grant may be made for the training of persons for positions of supervision or management in an industrial undertaking or for the
engagement of instructors, technical advisers or consultants to train (or assist in the training of) persons for such positions (Section 28 of
the 1986 Act)

- Funding

e the IDA may make a training grant on such terms and conditions as it thinks proper, for the training (either in Ireland or elsewhere) of
persons in the processes of an industrial undertaking

* The amount of training grants made in respect of a particular industrial undertaking shall not exceed the sum of the amount of wages or
salaries paid by the undertaking during the period of training to the persons being trained, the amount of expenses paid to those persons
by the undertaking for travel and subsistence and the amount paid by the undertaking in respect of fees (including fees and remuneration
of instructors, advisers and consultants) and similar expenses connected with the training

» The IDA shall not, without the prior permission of the Government, give in respect of a particular industrial undertaking training grants
exceeding in the aggregate £2,000,000

- Eligibility
e Cfr. Capital Grants
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National versus regional incentives

A distinction can be made between incentives offered by the national government (referred to as generic incentives) and incentives offered by the Welsh
government (referred to as territorial incentives).

National incentives are mostly tax incentives, as they are determined by the national government and have no regional implications. The goal of these
incentives is to attract foreign direct investment to the country, regardless where the investor chooses to invest.

Whereas the territorial Welsh incentives have a regional focus and are integrated in the regional strategy of Wales. Their goal is to attract foreign direct
investment in a certain region and stimulate development in that region.
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Doing business in the UK

Net direct investment by foreign companies in UK companies Net investment flows N
amounted to £80.3 billion in 2006, a decrease of £16.5 billion £ billion

on the investment recorded in 2005. o 120
utweard
' N
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- G0
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The fall in net investment in the UK reflects decreases from ‘["Et direct i""’ESt_mE"‘zg‘nghE UK by
Europe, down £32.5 billion to £47.6 billion, and Australasia & Orelgn companies — £ billion
Oceania, down £1.6 billion to £1.8 billion. Asia accounted for 50

the largest increase in 2006, up £16 billion to £11.8 billion

from a net disinvestment of £4.2 billion in 2005. Investment 40
from The Americas increased by £1.5 billion to £18.9 billion

and the figures for investment from Africa remained steady at —30
£0.1 billion. -

Wales has been allocated over €2.2 billion (over £1.5 billion)
by the European Union for the period 2000-2006. With match —10
funding from a variety of public, private and voluntary
sources the Structural Funds are worth some €4 billion (over

- . Europs The Asia  Australasia  Africa
£3.2 billion) in Wales. Americas & Oceania
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Front-end incentives

» Enterprise Capital Funds (ECFs)

Commercial funds, investing a combination of private and public money in small high-growth businesses that are seeking up to £2 million of equity
finance
Government provides up to 2/3 of the capital, in return for a preferred return at or close to Gilt rate (4,5%) and a limited share in any profits of the fund

 Phoenix Fund

Established to encourage entrepreneurship in disadvantaged areas and within disadvantaged groups

Support for Community Development Finance Institutions (CDFIs)

» To improve the availability of business finance to SMEs and social enterprises operating within disadvantaged communities
Community Development Venture Fund (CDVF) in England

Enterprise Capital Funds

Business Incubation Development Fund

» Improvement of Basic Services

Provides a grant where adequate provision has not been made for the needs of any Assisted Area in respect of a basic service (facilities for transport
or of power, lighting, heating or any service or facility on which the development of the area in question and in particular of industrial undertakings
therein depends)
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Soft incentives

* Small Business Service
- To ensure that Government understands and responds to the needs of small businesses and entrepreneurs
- Key focus areas
* Building an enterprise culture
e Opening up public procurement
e Simplification of business support
e Better regulation

* Business Link Operators (www.businesslink.gov.uk)
- Provides the information, advice and support needed to start, maintain and grow a business
- Available to all businesses

e Business Incubation Development Fund (BIDF)
- Available for business incubator running costs linked to the provision of business advice
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Tax incentives: advantages for new businesses

e Capital allowances

- Deduction of a proportion of the cost of purchase of certain types of premises and equipment from the business' taxable profits over several years

- Many SMEs qualify for higher rates of capital allowances on equipment in the year of purchase.

- First-year capital allowances (FYAs) are normally 40%, with an increase up to 50% for small businesses

- Businesses can claim 100% FYAs on their investment in designated energy-saving and water efficient plant and machinery

- Businesses can claim 100% FYAs on expenditure incurred until 31 March 2008 on new cars with CO2 emissions not exceeding 120gm/km, and
equipment for refuelling vehicles with natural gas or hydrogen fuel

- Businesses can claim 100% Research and Development Allowances (RDAs) for capital expenditure on R&D

- Ability to claim capital allowances on the rental costs of plant and machinery obtained under "long funding leases" lasting more than five years.

- As from April 2008
e First-year allowances will be replaced by an Annual Investment Allowance for the first £50,000 of investment in plant and machinery
» New tax credit for losses incurred as a result of capital expenditure on designated "green technologies"

e Business Premises Renovation Allowance
- From 11 April 2007, businesses in designated disadvantaged areas can claim 100% capital allowances on the costs of renovating or converting
business properties that have been vacant for more than one year provided those costs are incurred on or after 11 April 2007

» Tax relief on computers lent to employees
- Unlike most assets loaned to employees, no pay tax or National Insurance contributions have to be paid on the value of any computer worth up to
£2,500 that is lend to an employee for business purposes.
- Since 2005, tax has not been payable where employees buy computers from their employer at market value that they have previously been lent

* Enterprise Investment Scheme
- Helps certain types of small unquoted companies to raise capital by providing tax relief for investors in these companies

» Tax relief and credits for research and development
- Qualifying small and medium-sized companies can deduct an allowance of 150% of appropriate research and development (R&D) spending when
calculating their taxable profits
- A non-profit company can exchange qualifying R&D losses for a cash payment from the government
- Subiject to state aid approval the tax relief will be increased to 175% in 2008/09

» Stamp duty exemptions in disadvantaged areas
- Businesses in specified disadvantaged areas are exempt from stamp duty on residential property transactions up to £150,000 (£125,000 elsewhere)
- The exemption from stamp duty for commercial property transactions in disadvantaged areas ended on 17 March 2005
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Tax incentives: Corporate income tax

e Tax rates for 2007 -2008

Corporate Tax Rates Taxable profits (£)
Small companies’ rate 20% 0 — 300,000
Marginal relief (blended between 20% and 30%) |300,001 — 1,500,000
Main rate 30% 1,500,001 or more
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UK Assisted Areas

» Assisted areas are areas of the English regions that have relatively low levels of economic activity and high and persistent unemployment, where
regional aid for economic development may be granted under European Community Law

» In Great Britain the main forms of State Aid is through discretionary grant schemes:
- Selective Finance for Investment in England (SFIE) which helps fund new investment projects that lead to long-term improvements in productivity,
skills and employment.
- Regional Selective Assistance (RSA) - administered by RSA Scotland, part of the Scottish Executive, aimed at encouraging new investment projects,
strengthening existing employment and new job creation.
- RSA Cymru Wales (Regional Selective Assistance) - delivered by the Welsh Assembly Government to help support new commercially viable capital
investment projects that create or safeguard permanent jobs.

United Kingdom Regions GDP(CAP Pocgzﬁﬁn
Article 87(3)(a) Cornwall & Isles of Scilly 70,16
West Wales and the Valleys 73,98
4,0 %
Statistical effect Highlands and Islands 77,71 0,6 %
Article 87(3)(c) 19.3%
Total population coverage 2007-2013 239%
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UK Assisted Areas

Assisted Areas in Great Britain, 2007-2013 Assisted Areas in Great Britain, 2007-2013
Northern Ireland will have full 87(3)(c) coverage Aid ceilings, expressed as Gross Grant Equivalents (GGE)

[ =Y | [

B 87(3)(a) coverage
[ 87(3)(a) coverage (see Note)
B 87(3)(c) coverage

Note - Highlands & Islands will have
87(3)(a) coverage until 31 December
2010, at which point this status will be
reviewed by the European Commission

Aid ceilings - GGE
B 30%
[ 30% until end-2010,
to then be reviewed
B 30% until end-2010,
15% thereafter
B 30% until end-2010,
10% thereafter
B 25% until end-2010,
15% thereafter
B 25% until end-2010,
10% thereafter
B 15%
B 10%

k)
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Assisted Areas of Wales

Assisted Areas of Wales In Wales, restructuring away from coal and steel dependence has been led
January 2007 to December 2013 by substantial foreign investment.

North Wales Team
Colwyn Bay

Conwy >
Denbighshire

There are indications that in Wales the FDI sector is becoming more
embedded locally, with some foreign plants increasing local purchasing and
tutoring suppliers.

4

Assisted Areas
‘With effect from 1 January 2007 until 31 December 2013

e e e g
Tier 2 area -
Other areas 1
Local Autharity Boundary Powys
Welsh Assembly Government  ____ Ceredigion

Regional Office Boundary

Pembrokeshire Carmarthenshire

East Wales Team
Cardiff
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Welsh Assembly Government

» The Welsh Assembrly Government offers different types and levels of support

Investment Funding

SMART Cymru

Tourism Grant

Environmental Goods and Services initiative (EGS)
Property Development Grant (PDG)

Business Premises Improvement Grant (BPIG)
Finance Wales

e Support to enable foreign investors to

Start up

Expand

Modernise

Restructure

Develop new products or processes

» Type and level of support is influenced by a number of factors, including:

Size of the business

Nature of the project

Location in Wales

Potential benefits for the Welsh economy
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Front-end incentives

Financial assistance (defined by the Industrial Development Act of 1982) may be

* Investment by acquisition of loan or share capital in any company,

» Investment by the acquisition of any undertaking or of any assets,

» Aloan, whether secured or unsecured, and whether or not carrying interest, or interest at a commercial rate,
» Any form of insurance or guarantee to meet any contingency

The following front-end incentives are available to investors:
* Investment Funding

* SMART Cymru

* Environmental Goods and Services initiative

* Property Development Grant

» Business Premises Improvement Grant

* Finance Wales
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Front-end incentives - Investment Funding

* Funding
Regional Selective Assistance (RSA): for capital investment that creates or safeguards permanent jobs in the Assisted Areas of Wales

Assembly Investment Grant (AlG): to help small and medium sized enterprises make new commercially viable capital investments

e The amount granted will always be the minimum needed for the project to go ahead
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Front-end incentives - Investment Funding: Regional Selective Assistance

» Description
- Available for capital investment in an Assisted Area of Wales

 Eligibility
- Criteria for applications for RSA (Assistance under Section 7 of the IDA 1982)

Location — projects were located within Assisted Areas;

Need (additionality) — applicants have to demonstrate that support is necessary to enable the project to proceed;

Eligible investment — expenditure on fixed assets or related to the creation of new jobs, to expand or modernise an existing company or establish a
new one;

Jobs — create or safeguard sustainable jobs when support is greater than £100.000;

Viability — projects that have a good chance of becoming self-sustaining within 3 years;

National and regional benefit — indications that project would make a positive long-term contribution to both the regional and national economies;

- Other criteria

Most of the project finance must come from the firm’s own resources and from the private sector;
Business in the manufacturing or service sectors, providing they serve more than the local market;
Assessed against the contribution to the broader aims of the Welsh Assembly Government.
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Front-end incentives - Investment Funding: Regional Selective Assistance

* Funding
- Expenditure can include investment in capital assets and/or intellectual property
- For businesses needing more than £75.000 (no upper limit on the amount)
- Maximum sum: between 7,5% and 50% of the project expenditure eligible for a grant
- Depends on the size of the business and location of the project

*  Welsh Industrial Development Advisory Board
- Advises Assembly Ministers on applications for RSA where the level of assistance is in excess of £500.000

Grant ceilings (% of eligible capital costs or eligible salary costs)

Wales small firms medium firms non-SMEs
tier 1 (West Wales and the Valleys) 50% 40% 30%
tier 2 (Ystradgynlais area) 35% 25% 15%
tier 2 (parts of Newport, Cardiff and Flintshire) 30% 20% 10%
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Front-end incentives - Investment Funding: Regional Selective Assistance

Applications received Cumulative applications received
01.04.06 to 31.03.07 01.04.97 to 31.03.07
Country No. Value (£000) No. Value (£000)
Wales
Development Area - - 154 103.994
Intermediate Area - - 324 159.914
Tier 1 94 67.532 1.037 653.333
Tier 2 35 28.970 281 238.612
Total 129 96.502 1.796 1.155.853
Offers accepted 01.04.06 to 31.03.07
Forecast employment Payments
Associated 1.4.06 to
Country project costs 31.03.07
No. Value (£000) (£000) New Safeguard (£000)
Wales
Development Area - - - - - -
Intermediate Area - - - - - -
Tier 1 79 51.829 173.211 2.802 2.248 36.657
Tier 2 23 11.820 39.222 1.353 160 15.777
Total 102 63.649 212 .433 4.155 2.408 52.434
Offers accepted 01.04.06 to 31.03.07
Forecast employment Payments
Associated 1.4.06 to
project costs 31.03.07
Country
No. Value (£000) (£000) New Safeguard (£000)
Wales
UK owned 88 34.987 109.054 3.189 1.118 28.557
Foreign owned —— 14 28.662 103.379 966 1.290 23.87/7——
Total 102 63.649 212.433 4.155 2.408 52.434

Until 31 December 1999, the Assisted Areas were known as Development Areas and Intermediate Areas

Tier 1: Article 87(3)(a) regions
Tier 2: Article 87(3)(c) regions
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Front-end incentives - Investment Funding: Assembly Investment Grant

» Description
- Available only to SMEs (fewer than 250 people & turnover < 50million €)
- Projects can involve new start-up, expansion, modernisation or restructuring
- Provides easier and less costly access to grant assistance, with
e Simpler procedures
» Faster turnaround times for applications and claims

* Funding
- Expenditure can include investment in capital assets and/or intellectual property
- Available throughout Wales and provides grants between £5.001 and £75.000
- Maximum sum: between 7,5% and 50% of the project expenditure eligible for a grant

* Eligibility
- Project is located within Assisted Areas of Wales
- Capital investment is a prerequisite (like RSA)
- Job creation is not necessarily needed (unlike RSA)
- Most of the project finance must come from the firm’s own resources or from private sector sources
- Business in the manufacturing or service sectors, providing they serve more than the local market
- Existing business must be viable and have a positive balance sheet
- Demonstrate that support is necessary to enable the project to proceed
- Project must make a positive, long-term contribution to local and national economy
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Front-end incentives - Investment Funding: Assembly Investment Grant

Grant ceilings (% of eligible capital costs or eligible salary costs)

Wales small firms medium firms
tier 1 (West Wales and the Valleys) 50% 40%
tier 2 (Ystradgynlais area) 35% 25%
tier 2 (parts of Newport, Cardiff and Flintshire) 30% 20%
other areas 15% 7,5%

Applications received and offers accepted 01.04.06 to 31.03.07

Payments
Applications received Offers accepted Associated 1.4.06 to
project costs 31.3.07
Country No. Value (£000) No. Value (£000) (£000) (£000)
Wales
295 11.092 196 6.317 . 5.752
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Front-end incentives - SMART Cymru

» Description
- Programme designed to support innovation and Research and Development that can help the business to develop and commercialise innovative
products and processes
- Provides easy access to funding for product and process development
- Provides advice and support from professionals who are highly experienced in the field of technological innovation

e Funding
- Available to individuals and companies of all sizes that are located in Wales
- To help the company through the key steps of the innovation process
e Technical and commercial feasibility
e Industrial research
e Pre-competitive development or design and development
» Exploitation (assist with commercial exploitations costs)
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Front-end incentives - Environmental Goods and Services initiative

» Description
- Supports the establishment and growth of EGS suppliers
- Provides advice
- Provides financial support

* Funding
- Support to Welsh-based companies involved (or wishing to be involved) in the market for environmental goods and services
- Grants for specialist advice: up to £1.500 for covering the costs, with a further £1.500 provided if this amount is matched by the company
- Grants for project implementation: a limit of £10.000 or up to 50% of costs (whichever is lowest)
- Innovation advice grant: support for very specialist consultancy to a limit of £4.000 or 50% of costs (whichever is lowest)
- Innovation implementation grant: up to £15.000 or 50% of costs (whichever is lowest)

« Eligibility
- List of eligible environmental sectors
- SME located in the Objective 1 area of Wales
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Front-end incentives - Property Development Grant

» Description
- Available to private sector, commercial and industrial companies for provision of new premises or extension to existing premises

* Funding
- Provided on the basis of the deficit between the cost of the proposed works and the value of the completed works
- Support is dependent on the size of the company and its location according to the Assisted Areas

 Eligibility
- SMEs with less than 250 employees based anywhere in Wales
- Large enterprises with more than 250 employees must be based within the Assisted Areas
- Eligible applicants include developers, investors, contractors, owner occupiers and other land owners
- Eligible expenditure includes investigations, land, demoalition, reclamation, site preparation, infrastructure, premises, professional fees and finance
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Front-end incentives - Business Premises Improvement Grant

» Description

Available to private sector enterprises in Wales for the refurbishment, extension or fitting out of the premises they occupy (commercial or industrial)
where there is a deficit between the cost of the work and the value

e Funding

Provided as a proportion of the difference between the capital cost and the value of the project — normally up to 50% of eligible development costs

. Eligibility

SMEs with less than 250 employees based anywhere in Wales

Large enterprises with more than 250 employees must be based within the Assisted Areas

Eligible applicants include private sector enterprises in the commercial and industrial sectors that occupy the premises to be improved through grant
aid

Premises should be freehold or leasehold, with a minimum of 10 years

Restrictions include process plant and machinery, transport equipment, normal maintenance, residential premises and work to meet statutory
requirements
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Front-end incentives - Finance Wales

» Description
- Provides commercial funding to SMEs throughout Wales, enabling them to realise their potential for innovation and growth
- Finance Wales is a subsidiary company of the Welsh Assembly Government and operates on a commercially independent basis
- The aim is to develop self-sustaining funds which will support the continued growth of SMEs in Wales

* Funding
- From loans of £1.000 up to equity investments of £1 million
 Eligibility
- SMEs employing up to 250 employees based in Wales with growth ambitions and an annual turnover of up to €50 million
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Operating incentives

e Tourism grant

e See front-end incentives for
- SMART Cymru
- Environmental Goods and Services initiative

Incentives analysis for promoting regional development

PricewaterhouseCoopers 91 January 2008



Wales — Territorial incentives

Final Report

Operating incentives - Tourism grant

» Description
- Encourage quality product development

* Funding
- Grant scheme designed to

improve business competitiveness
Maximise the economic and social benefits likely to arise

- Types of grants

General guidance notes: an integrated investment support scheme to tourism businesses in Wales undertaking capital investment in line with the
strategy for the tourism industry in Wales

Access small grant: a small grant scheme to assist tourism businesses in Wales undertaking capital investment to improve access and facilities for
disabled persons

Golf tourism: winning the Ryder Cup bid has provided a catalyst to awaken Wales fully to the potential of golf tourism

Visitor amenity: scheme to enhance the visitor experience through what may be individually small, but collectively significant, improvements to
visitor amenities and the local environment generally

Adfywio: a £750,000 capital grant scheme funded by European Objective Two funds for businesses in Objective Two Core Areas of Powys
Bilingual sign scheme: scheme to encourage the provision of bilingual signs for businesses within the private sector

HERIAN: a partnership of local authorities, national bodies, voluntary organisations and community groups operating across industrial South Wales
Heads of the Valley: grant for improving the quality of the business within the Heads of the Valley
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Soft incentives

 SMART Cymru (see front-end incentives)
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Hungarian Investment and Trade Development Agency

* About ITD Hungary
- A beneficiary of EU support primarily to small and mid-sized enterprises and investors
- Partnership with three major government organisations:
* The National Development Agency
e The Ministry of Economy and Transport
e The Hungarian Economic Development Centre
- ITDH’s achievements in figures
* It's teams are currently assisting more than 300 investment projects
* ITDH has been involved in 57 successfully completed investment projects
e The agency has helped attract €1.28 billion in foreign capital to Hungary
e The work has helped create 7,400 new jobs
e |ITDH has supported 302 grant applications
e ITDH has prepared 523 government funding contracts

e The incentive system for strategic investors

- The incentive package may contain the following
e Cash subsidy decided individually by the Hungarian Government
* Development tax allowance
» Training subsidy
e Job creation subsidy

- ITDH supports investment projects exceeding EUR 10 million with one-stop-shop service
e VIP treatment
 full information on potential subsidies for investment projects
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Hungary Assisted Areas

Population

Hungary Regions GDP[CAP covered
Article 87(3)(a) Fszak Magyaroszig 36,10
Fszak Alfsld 36,31
Dél Alfald 39,44
Dél Dundntul 41,36
Kozép Dundntal 52,28
Nyugat Dunantul 60,37
72,2%
Statistical effect ...
Article 87(3)(c) ... 27.8%
Total population coverage 2007-2013 100,0 %
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Regional aid map 2007 - 2013

[ 50%
[ ] 40%

W 30%

B 25% —10% (2011)

Medium Size Enterprises +1020
Small Size Enterprises  +20%
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Front-end incentives - Cash subsidy

» Description
- Provided by the Ministry of Economy and Transport, with the assistance of ITDH

* Funding
- The amount of the subsidy is decided individually by the Hungarian Government
- If investment volume exceeds EUR 100 million and subsidy to be granted is higher than EU threshold for the applicable region, approval of the
European Commission is needed

» Eligibility
- Investment volume
* In case of manufacturing, R&D and regional service center projects at least EUR 10 million
* In case of tourism projects at least EUR 50 million
- Job creation potential

. In non-preferred In preferred
Investment volume Scope of investment . . : .
regions (min.) regions (min.)*
: > EUR 50 million Tourism, manufacturing, regional service 100 50
center
EUR 10 - 50 million |Manufacturing, regional service center 50 25
> EUR 10 million Logistics center, R&D 10 10

- * Preferred regions: Northern Hungary, Great Hungarian Plain (North and South), South Transdanubia
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Front-end incentives - Job creation subsidy

» Description
- Provided by the Ministry of Social Affairs and Labour

* Funding

- Subsidy per investment is maximum EUR 320 000, which increases
e By EUR 320 000 in disadvantaged regions
* By EUR 400 000 if headcount increases by at least 300

- Subsidy per new employment created is maximum EUR 3.200, which increases
* By EUR 800 in disadvantaged micro-regions*
e By EUR 800 when contracting registered
» unemployed labour
* By EUR 400 when contracting labour of
* Roma origin

 Eligibility
- Applicable to projects in less developed regions
- (in economic, social and labour-market terms), if
- individual cash subsidy has been granted by the Hungarian Government
- No minimum investment value required
- Minimum requirements (these conditions should be met by the company for a five-year period from the third tax year following the tax year in
which the development tax allowance is first utilized)
o At least 300 new workplaces should be created in and around Budapest and the Western, more developed regions of Hungary
» Companies should create at least 150 new workplaces in preferred regions
» Inthe 48 less-developed regions, the minimum requirement is only 20 new jobs
* 20% of the newly-hired employees should be new graduates
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Front-end incentives - R&D incentives

» Description
- In addition to cash grants, the Hungarian government also stimulates R&D activities in Hungary through various tax incentives

* Funding
- 10% of the wage costs allocated to R&D (or software development) can be utilized as a corporate income tax credit in the given tax years in equal
installments (in the case of SMESs, the tax credit for the wage costs of software development is 15%)
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Tax incentives - Hungarian tax regime

The most important incentive for foreign investors is the highly favourable Hungarian tax regime
- The corporate income tax is presently 16% in Hungary

- In addition, a so-called solidarity tax of 4% has been recently introduced for an interim period
However, favourable tax incentives are available to decrease the corporate income tax

The most beneficial of these is the development tax allowance, which is accessible in all regions of the country
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Tax incentives - Development tax allowance

» Description

Provided by the Ministry of Finance

* Funding
The investor receives exemption for 80% of the corporate tax to be payable for 10 years after the completion of the project
If investment volume does not reach EUR 100 million at present value, a registration form needs to be submitted to the Ministry of Finance and the

allowance is granted on a non-discretion basis

If investment volume exceeds EUR 100 million at present value, an application needs to be submitted to the Ministry of Finance, resolution is taken

within the Ministry

Rate of the tax benefit is the maximum intensity ratio minus all direct subsidies

Maximum intensity ratios defined by regions:
» 35% in Budapest
e 40% in Pest County

* 45% in Western Transdanubia (except 6 less developed small regions in the area)

* 50% in all other regions of Hungary

 Eligibility
The investment is financed at least up to 25% of own resources, at least 30% of the investment project must include new facilities or assets and

renovation cannot exceed 20% of the investment costs
Investment volume and job creation potential

A) Investment volume of at least EUR 12
million at present value AND

An increase in headcount of at least 150 OR

Increase of yearly wage cost is 600 times the
monthly minimum wage (appr. EUR 160 000)

B) Within the territory of preferred local
governments an investment volume of at
least EUR 4 million at present value AND

An increase in headcount of at least 75 OR

Increase of yearly wage cost is 300 times the
monthly minimum wage (appr. EUR 80 000)

» * Preferred local governments are located in Northern Hungary, Great Hungarian Plain (North and South), South Transdanubia
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Hungary

Tax incentives - Development tax allowance

* Tax allowance for SMEs
- Funding
» Taxable income may be reduced by the value of investments in assets
e Deduction is limited to the amount of profit before tax and also to EUR 120,000
* 40% of the interest on an investment loan (including financial leasing), is deductible from the corporation tax payable (limited to EUR 24,000 per
year)
- Eligibility
 If they employ no more than 250 employee,
» The annual net sales revenue does not exceed EUR 16 million and/or the total balance does not exceed EUR 11 million, and
e The shares of the State, Local Government or any Third Party do not exceed 25%, neither individually nor altogether
» Tax allowance for investments in environmental protection, research and development, film production, hygienic food production, or broadband internet
services
- Taxpayers are only required to invest EUR 400.000, provided that the sole purpose of their investment is dedicated to one of the above areas
- The application requirements for these tax allowances are similar to the general development tax allowance; however, most of the requirements of the
development tax allowance do not have to be met
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Tax incentives - Tax Incentives for Films in Hungary

» Description
- These new tax incentives are aimed at reducing Hungarian film production costs by involving Hungarian taxpayers in production financing and thereby
significantly increasing Hungary’s competitiveness in this industry

* Funding
- The tax based adjustment and the tax allowance together can provide the sponsor with at least a 16% return
- The tax credit may be carried forward for a period of three years, although it is only available if the sponsor does not receive any rights with respect to
the sponsored film
- Taxpayers can apply an accelerated depreciation in relation to investments in the film industry (15% on real estate and 50% on equipment)

 Eligibility
- Taxrelief is provided to Hungarian companies sponsoring film productions carried out in Hungary
- The Hungarian sponsor may finance up to a maximum of 20% of the qualifying Hungarian expenditures
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Soft incentives - Training subsidy

e Description
- Individual cash subsidy provided by the Ministry
- of Social Affairs and Labour

* Funding
- Amount of subsidy (% of training costs related to the project)
» For large companies

50% |General (accredited) training

25% |Specialized (company-tailored) training

10% |Training of disadvantaged employees (pro rata)
10% |Outside Budapest and Pest County*

5% |In Budapest and Pest County

e For small and medium sized companies

70% |General (accredited) training

35% |Specialized (company-tailored) training

10% |Training of disadvantaged employees (pro rata)
10% |Outside Budapest and Pest County*

5% |In Budapest and Pest County

. * Preferred areas: outside Budapest and Pest County

» Eligibility
- At least 60% of the trained employees must be employed full time for a minimum of 12 months after the training
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Eligible costs

e Costs for the establishment of investments in the manufacturing industry

- Eligible costs
* Real estate
» Buildings
* Machines, equipment (have to be new in case of a large company)
» Vehicles which do not have a number plate
¢ Intangible assets which can be subsidised (up to 50% (100% in case of an SME) of the complete eligible costs)
» In some cases, fees of financial leasing

- Examples of non-eligible costs
» Any costs incurred before the official confirmation of the application for subsidy
e Costs of purchase of non-investment products (services)
e Operational costs
» Operational costs related to the start-up or construction (electricity, telephone, etc.)

» Eligible costs for shared service centres
- A regional service centre can be supported by individual government decision in case the 24 month wage related costs of the newly created jobs in
the first 3 years reach EUR 10 million
- Eligible costs
» Wage related costs
e Other personal costs (f.e. meal allowances)
e Contributions on wages and salaries

» Eligible costs of R&D projects
- Both material asset and wage-related costs

» Eligible costs for investments in the tourism sector
- Only to the tourism activity directly related investment expenses, HR, staff, revenues, etc. may be accounted in the evaluation system
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Canada

Final Report
National versus regional incentives

A distinction can be made between incentives offered by the national government (referred to as federal incentives), incentives offered by a region (in
this case Atlantic Canada) and incentives offered by the provincial government (the different Provinces of Atlantic Canada).

National incentives are mostly tax incentives, as they are determined by the national government and have no regional implications. The goal of these
incentives is to attract foreign direct investment to the country, regardless where the investor chooses to invest.

Whereas the regional and provincial incentives have a regional focus and are integrated in the regional strategy of respectively Atlantic Canada en the
Atlantic Provinces separately. Their goal is to attract foreign direct investment in a certain region and stimulate development in that region.
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Final Report
Doing business in Canada

» World Trade Magazine, June 2003: Canada Top 3 for Investments
* Lowest overall Tax rate in G7 countries

e Focused on R & D Investments in:
- Aerospace
- Agri-Food
- Chemicals
- Life Sciences
- ICT
- Oil & Gas
- Plastics

» Federal Incentives and Incentives for 4 provinces:
- Newfoundland & Labrador
- Nova Scotia
- Prince Edward Island
- New Brunswick
To determine the eligible incentives for the 3 cases, the focus was on Newfoundland & Labrador.
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Legislation

» National Legislation on Foreign Investments (Generic)

- Foreign Investment Review Act
* (1974-1985) Required review of all acquisitions and new establishment of a business by foreign-controlled entities
» Applied a “significant benefit” test

- Investment Canada Act
e (1985) liberalized the foreign investment process by limiting the number of reviews required
¢ Applied the more lenient “net benefit” test
* Full text available at

- US-Canada Free Trade Agreement
e (1989) further limited the review of direct acquisitions by U.S. firms,
¢ Replaced by the North American Free Trade Agreement

- (1992) Went even further by providing national treatment to U.S. and Mexican investors

* NAFTA-Chapter 11
- The investment component of the North American Free Trade Agreement (NAFTA) which came into force in 1994
- Establishes a framework of rules and disciplines that provides investors from NAFTA countries with a predictable, rules-based investment climate, as
well as dispute settlement procedures which are designed to provide timely recourse to an impartial tribunal
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Tax incentives - Corporate Tax level for Large Public/ Foreign Controlled Companies

 The federal corporate tax is fixed at 22.12%
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Tax incentives - R & D Incentives

» Description

* Eli

Granted by the Canada Revenue Agency (CRA)

gibility

R&D must demonstrate an attempt at scientific or technological advancement

It must involve experimentation or analysis beyond standard practice

R&D must focus on areas of scientific or technological uncertainty where it is unclear whether, or how, the goals can be achieved

R&D must have scientific and technical content as evidenced by systematic, well documented investigation, carried out by qualified personnel with
relevant experience

* Ineligible research

Market research or sales promotion

Quality control or routine testing of materials, devices, products or processes

Research in the social sciences or humanities

Prospecting, exploring or drilling for, or producing, minerals, petroleum or natural gas

The commercial production of a new or improved material, device or product, or the commercial use of a new or improved process
Style changes

Routine data collection
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Tax incentives - R & D Incentives: Tax Credit Calculation for Large Public/Foreign
controlled companies

» Eligibility
- Wages & salaries
- Capital equipment
- Materials
- Overhead
- Contracted research

* Funding
- First calculate provincial tax credit:
* Nova Scotia: refundable credit of 15%
¢ Newfoundland and Labrador: refundable credit of 15%
¢ New Brunswick: refundable credit of 15%
* Prince Edward Island has a separate program
- Then on the reduced sum calculate tax credit from federal government: 20% (Federal Income Tax Act Section 37 & related)
- Tax Credit can be carried backward 3 yrs or forward for 20 yrs
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Tax incentives - R & D Incentives: Tax Credit Calculation for Large Public/Foreign
controlled companies

Example: 57.92 $ savings per 100 $

Expenditures
A. $100 spent on qualifying scientific research 100 $
B. Nova Scotia Tax Credit for R & D (15% * A) 15%
C. Federal Tax Credit [20% * (A-B)] 17%
D. Federal Tax Savings [(A-B-C)*22.12%)] 15.04 $
E. Nova Scotia Tax Savings [(A-B-C)*16%)] 10.88 $
Net R&D after-tax cost (A-B-C-D-E) 42.08 $

Note: The SR&ED tax credit is taxable in the sense that it must be deducted in calculating the base for current and capital expenses eligible for the 100 per
cent deduction from business income. The federal SR&ED tax credits and deductions are based on qualifying expenditures net of government assistance.

For small companies defined as Canadian Controlled Private Corporations , the SR&ED tax credit is refundable.
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Tax incentives - R & D Incentives: Remarks on the SR&ED program

Noticeable Benefits

Help to establish corporate R&D laboratories

» Firms are not only investing because of the tax credit

* Few participants believe that SR&ED tax incentives alone play a major role in sustaining R&D in Canada after the original investment has been
made

» There are other factors that play important role in continuing R&D in Canada-availability of competent personnel being key

Help start-ups grow

Help to recruit and retain scientists and engineers

» For small firms, cash flow is a focus and the SR&ED tax credit plays a substantial role there

e Cash flow means being able to keep 10-12 high quality engineers on a daily basis - without SR&ED they would be delayed in the projects

» Also true for a large multinational company, for which the Key issue is software engineers
- They are moving from being distributor of products to manufacturer to engineering developer in Canada - R&D tax credits helps them in

attracting and retaining high quality personnel

Dlsadvantages of SR&ED Program

Refundability is limited

» In the fiscal year in which the company has no taxes payable (loss position) SR&ED tax credits cannot be claimed

Administration process can be costly

Benefits of SR&ED tax credits for foreign multinationals can be diluted

* Where a foreign investor, in particular a U.S. based multinational, owns a Canadian company performing SR&ED, they are generally able to claim
back the Canadian corporate income tax, payable by the Canadian company, in the form of a foreign tax credit against tax otherwise payable on
the distributed earnings of the Canadian company. The recovery is generally allowable to the extent that the Canadian income tax payable does
not exceed the foreign investor's local income tax payable. As the corporate income tax rate in Canada decreases, the Canadian income tax paid
will generally be fully refundable to the foreign investor. Because the SR&ED tax credit reduces the Canadian corporate income taxes payable, this
in turn reduces the foreign tax credits that are available to the foreign investors at home, thereby increasing their income tax liability at home.
Consequently, the SR&ED tax credit could provide little or no net benefit to the foreign investor in determining total income taxes payable for all
jurisdictions, as is the case of some U.S. parents of Canadian subsidiaries .

SR&ED tax credits are not always channelled back to the shop floor R&D

» In the corporation, SR&ED tax credits do not always feed back to the research program or department that earned them. SR&ED tax credits are
mainly dealt with at the top level of corporate hierarchy often for practical reasons, which may include the lack of taxable income or structural
changes in the company.
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Tax incentives - Capital Gains Tax Advantage

In 2000 the capital gains inclusion rate —i.e. the portion of a capital gain that is subject to income tax — was reduced to one-half.
This adds to the Canadian tax advantage, especially for start-up companies. Businesses in Canada now have greater opportunities to raise financing.

The lower inclusion rate for capital gains makes investment and risk-taking more rewarding by allowing investors to retain more of their gains. As a result of
this tax change, the typical top tax rate on capital gains is now lower in Canada than in the U.S. This makes it more attractive for individuals to make such

investments in Canada.
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Tax incentives - Canadian Film or Video Production Services Tax Credit (CPTC &
PSTC)

» Description
- Created by the Canadian government

* Funding
- At arate of 25% of eligible salaries
- A tax credit equal to 16 % of salaries and wages paid to Canadian residents or taxable Canadian corporations (for amounts paid to employees who
are Canadian residents) for services provided to the productions in Canada to encourage the employment of Canadians, by a taxable Canadian or a
foreign owned corporation with a permanent establishment in Canada, the activities of which are primarily film or video production or production
services

 Eligibility
- The Canadian production must meet specific criteria for key creative personnel and project costs, which are outlined in CAVCO guidelines
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Soft incentives - The NRC Industrial Research Assistance Program (NRC-IRAP)

» Description
- Small- and medium-sized foreign subsidiaries incorporated in Canada can apply for on-site aid from IRAP's Technology Advisors
- Administered by the National Research Council of Canada

» Services offered by IRAP
- Technical assistance
- Literature and patent searches
- Referrals to other programs and services
- Expertise searches
- Linkages and networks to establish multi-party collaboration
- Diagnostic services
- Financial Assistance
- Extensive networking of key-players
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Soft incentives - Natural Sciences and Engineering Research Council of Canada

» Description
- NSERC works with companies that have been provincially or federally incorporated in Canada to encourage research and development in
collaboration with universities and students
- They invest in university research and actively link this research to the industry. In this way Canada is more attractive to foreign investors due to
skilled and experienced highly educated labour force.
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BDC Venture capital (front-end incentive and soft incentive)

e Description
- The Business Development Bank of Canada (owned by the government) funds companies with a basis in technology and a sustainable, market-
oriented business plan
» For people buying or setting up a business
e Financial Planning support
e Management Consulting support
- BDC has a website with on-site support and telephone support for people doing business in Canada

Incentives analysis for promoting regional development
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Front-end incentive - Precarn

» Description
- Precarn funds projects involving the participation of at least two companies and one university, and works with funding programs in other companies
to support research and development in the field of intelligence systems.
- Precarn is funded by provincial and national government agencies.
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Acts Specific for Agri-business

» Farm Credit Canada Act ( Front-end Incentive)
- The purpose is to enhance rural Canada by providing specialized and personalized financial services to farming operations, including family farms,
and to those businesses in rural Canada, including small and medium-sized businesses, that are related to farming.

e Farm Improvement Loans Act (Front-end Incentive)
- The Farm Improvement Loans Act was designed to help make credit available to farmers to improve the efficiency of their operations and to improve
living conditions on the farm. To accomplish this, the Act authorizes the federal government to guarantee lenders against loss incurred on loans made
in accordance with the Act and Regulations.

* Farm Improvement and Marketing Cooperatives Loans Act (Soft Incentive)
- The Act authorizes the Minister of Agriculture and Agri-Food to guarantee against loss term loans made to farmers and cooperatives by chartered
banks and other designated lenders for farm improvement projects and to assist marketing cooperatives for processing, distribution and marketing of
agricultural products.

e Farm Income Protection Act (Operating Incentive)
- The Act authorizes agreements between the Government of Canada and the provinces to provide for protection for the income of producers of
agricultural products and to enable the Government of Canada to take additional measures for that purpose.
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Front-end incentives - The Atlantic Investment Partnership

» Description

Create path to knowledge economy.

The AIP's initiative in foreign investment will focus on regional investment research and promotional activities. The initiative, to be undertaken on a
cooperative basis with the Atlantic Canadian provinces, will allow for pan-Atlantic investment promotion activities that target selected investment
communities abroad, provide for attendance at site locator conferences and ensure participation on Atlantic Canada and Investment Partnership
Canada missions.

« Funding

5 Yrs - $700 million initiative

AlF: $300-million for the Atlantic Innovation Fund (AIF) which is designed to strengthen innovation capacity, increase the region's competitiveness and
encourage the region's transition to a more knowledge-based economy. Investments will be overseen by an Advisory Board which includes
academics, business leaders, individuals experienced in the research and development and high-technology fields, as well as leaders in economic
policy.

$110 million for the expansion of National Research Council facilities in Atlantic Canada.

$135 million for a Strategic Community Investment Fund to improve access to funding for strategic community-level projects. This initiative is intended
to help communities strengthen their economic base, thereby creating opportunities for investment and job creation.

$123.6 million for Trade and Investment as well as Entrepreneurship and Business Skills Development initiatives. The AIP will make investments to
strengthen Atlantic Canada's trade and direct foreign investment performance by increasing these activities with the U.S. and other countries. It will
contribute to the development of trade skills in business, initiate a new foreign direct investment strategy and augment the region's international tourist
trade.
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Mixed incentives - Community Business Development Cooperations

e Description
- CBDCs assist in the creation of small businesses and in the expansion and modernization of existing businesses by providing financial and technical
services to entrepreneurs.
- Agencies in the whole of Atlantic Canada: around 30 local offices.
e Each Local Branch — Province and communities — have own web portal with explanation and contact address and phone number.
e Success stories are provided to people to encourage them to participate.
* Mostly small, local initiatives.

* Funding
- Main initiative: SEED Capital Program (Front-end Incentive)

* The Seed Capital Program enables entrepreneurs to borrow up to $20,000 for a business start-up or expansion while at the same time providing
them with business counselling and training.

e The program is a partnership between the Atlantic Canada Opportunities Agency (ACOA) and the 41 Community Business Development
Corporations (CBDC) in Atlantic Canada.

- access to a maximum of $20,000 in the form of a repayable, unsecured personal loan
- equity requirements are less than other programs
- flexible interest and repayment terms
- business counselling and training is available for an amount up to $2,000.
- Self Employment Benefit Program (Operating Incentive)

* The SEB Program allows participants to continue to receive their Employment Insurance Benefits while they are getting their business up and
running. Individuals qualifying for this program receive income support and business counselling (group training sessions as well as one-on-one
business counselling) following their acceptance into the program.

e Income support is usually in the form of bi-weekly payments from the employment insurance program. For many of the rural communities it has
been a catalyst for entrepreneurship and small business development. Program components could vary among delivery agents

- Financial assistance to a maximum of $150,000 is available in the forms of loans, loan guarantees and equity financing to existing and aspiring
entrepreneurs. (Front-end Incentive)

- Business counselling & advice is available to small businesses. We help businesses to succeed and therefore we give high priority to the advisory
role of our mandate. (Operating Incentive)

- Entrepreneurship development and training to individuals and small business owners/managers is available in many of our offices. (Operating

Incentive)

- Technical assistance usually takes the form of guidance and coaching, and sometimes advocating on behalf of our clients to other lending
establishments or regulatory agencies.
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Mixed incentives - Community Business Development Cooperations

* Who is eligible and what qualifies?
- Applicants must be residents of Atlantic Canada
- Applicants under 35 years of age may use the loan to start-up, expand or modernize a business
- Applicants 35 years of age and older may use the loan to start a new business only
- The applicant must be the majority owner of the business
- Businesses in most sectors are eligible, including retail and personal services as well as seasonal enterprises (the purchase of licensed motorized
vehicles is not permitted)
- The loan may be used as leverage to attract other investors
- The loan cannot be used to purchase an existing business
- The loan cannot be used for refinancing of existing debts or business restructuring
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Soft incentives - Team Canada Atlantic

» Description

- Team Canada Atlantic (TCA) is a cooperative partnership of the four Atlantic Provinces, including Newfoundland and Labrador, New Brunswick, Nova
Scotia and Prince Edward Island, the Atlantic Canada Opportunities Agency (ACOA), Agriculture and Agri-Food Canada, Industry Canada, Foreign
Affairs Canada, and International Trade Canada.

- TCA conducts trade mission to the United States to facilitate new business partnerships, increase trade and investment, and build strategic alliances
between Atlantic Canadian and U.S. firms. Since 1999, Newfoundland and Labrador, as a partner in Team Canada Atlantic, has participated in
thirteen multi-sector trade missions to targeted markets in the U.S including Boston, Atlanta, New York, Washington, Chicago, and Florida resulting in
export sales of more than $36 million.
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Front-end incentives - The Economic Diversification and Growth Enterprises (EDGE)

» Description
- The Economic Diversification and Growth Enterprises (EDGE) Program provides incentives to encourage significant new business investment in the
province to help diversify our economy and stimulate new private sector job creation, particularly in rural areas.

 Eligibility:
- A new business, or an existing business interested in expanding in the province, may apply for EDGE status if it meets the following criteria:

There is the potential to create and maintain 10 new permanent jobs in the province.

It is prepared to make a minimum capital investment of $300,000 or generate incremental annual sales of $500,000.
It would not establish or expand in the province in the absence of the EDGE incentives.

The EDGE incentives will not give it a direct competitive advantage over other existing businesses in the province.
The new business activity will have a substantial net economic benefit to the province.

* Funding
- As required, government will assist an EDGE corporation obtain permits, licences and meet government regulatory requirements in order to proceed
with its business plan.
- Benefits:

A 100% rebate on provincial corporate income tax and the provincial health and post-secondary education (payroll) tax for a period of 10 years if
the business is established within the northeast Avalon area, or for 15 years if it is established outside the northeast Avalon area.

A 50% rebate on federal corporate income tax for the periods referenced above.

A further five-year period of partial rebates on the provincial and federal taxes referenced above, declining by 20% in each year of this phase-out
period.

A 100% rebate on municipal property and/or municipal business taxes for 10 or 15 years, followed by a five-year phase-out of such rebates, where
individual municipalities elect to participate in the EDGE program.

Access to unserviced Crown land for $1.00 where such land is required to implement the company’s business plan.
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Tax incentives - Manufacturing and Processing Profits Tax Credit

» Description
- This credit applies to corporations that carry out manufacturing and processing from a permanent establishment located in Newfoundland and

Labrador.

* Funding
- The credit allows a deduction from Newfoundland CIT payable of 9% on Taxable Canadian Manufacturing and Processing Profits.
- This results in an effective CIT rate of 5% for manufacturing and processing profits.

 Eligibility
- To obtain this credit, corporations should complete a Schedule 300 with their annual income tax return. The Manufacturing and Processing Credit is
provided under Section 41 of the Income Tax Act.
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Soft incentives - New England Trade and Investment Initiative

On average, more than 50 per cent of the province's exports to the U.S. find destinations in the New England region. New England is the largest regional
international export market for Newfoundland and Labrador goods and services.

» Description
- Formally launched in 1999, the New England Trade and Investment Initiative is a provincially led program designed to assist Newfoundland and
Labrador companies who wish to enhance international trading ties with the New England states. Since the introduction of the New England Initiative,
the province has led 12 business-to-business trade missions introducing 90 small to medium-sized companies to the New England market.

« Funding
- Companies have come from a variety of industry sectors including manufacturing (boat building, food and beverage, apparel), professional services,
marine technology, ICT, and cultural industries. Companies attend several pre-arranged and pre-qualified meetings with potential buyers, distributors,
agents or business partners.
- The initiative has resulted in an estimated $5 million in total sales related to export activities.
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R & D Tax Incentives - Innovation and Development Tax Credit

* Funding
- Refundable Rebate of 35% of 150% of Eligible labour costs for approved firms and development and commercialization projects
- 50% markup incorporates the overhead
- Project need to be approved by PEI Business Development Inc.
- After succesful completion, rebate is issued for approved costs and maximum amount

 Eligibility
- Eligible Companies:
* A permanent establishment in Prince Edward Island from which it carries on business within a strategic industrial sector and from which it
undertakes the development or commercialization of new or innovative products, processes or services relating to that strategic industrial sector.
A new product, service or process is one not currently in production or use in Prince Edward Island. A product, process or service may be
considered to be “new” whether or not it involves unique intellectual property, but in all cases where unique intellectual property is involved.
- Strategic Sectors:
» Export-oriented manufacturing and processing,
* The life sciences,
e Financial services
 Interactive, information and communication technologies
* Renewable energy
* Aerospace.
- Eligible projects:
e Evaluation by PEI BD Inc., looking also to:
- Potential for long-term viability;
- Qualifications and track records of managers;
- Cost benefit to the province;
- Avalilability of program funds;
- Import substitution;
- Environmental impact;
- Employment creation;
- Level of assistance from other government programs offered or available.
- Max. 2 yrs
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Tax incentives - Enriched Investment Tax Credit

» Description

- The Enriched Investment Tax Credit (EITC) is intended to advance the competitiveness of Prince Edward Island’s manufacturing industry by
encouraging investment for modernization and productivity improvement.

* Funding
- The Prince Edward Island Income Tax Act provided for a 10% Investment Tax Credit on qualified property (as defined below) for corporations involved

in manufacturing and processing activities. If export, as well as productivity or rural development criteria are met, the Enriched Investment Tax Credit
provides a tax rebate for an additional 25% credit, through a certificate process.

 Eligibility
- Eligible investment for the 25% Enriched Investment Tax Credit is limited to qualified property intended for the manufacture or processing of products
which:
» are intended to be sold primarily outside of Prince Edward Island;
» use advanced manufacturing and processing methods;
e exceed labour productivity standards established for industry sectors and geographic locations; and intend, where practical, to use products from
Island suppliers.

e Other evaluation criteria: see R & D tax Credit for PEI

Incentives analysis for promoting regional development
PricewaterhouseCoopers 134 January 2008



Canada - Nova Scotia Incentives

3 ”
.
-“'\.\ | ."'_-J-E_"\
<] N |
4 U CANADEA K L
—__h_"‘\..- -‘Lg qllll r |
i

il
: ;;—-J&”?L””F . - {j‘f
i I: ,__/_,..-" \.:,_:
e A
1 // } /

" / f_/f/ EQW{'; NOVA SCOTIA

/': I
/b /Lq_.., . NOUVELLE-ECOSSE

e §“"’:}
~ % ] \“‘\,_%___ i
/7 — [‘;Eb LEGEND / LEGENDE

i ™ — .. Provincial boundary /
/ o Limite provinciale
If ? CJJ‘? 2 Scale / Echelle
' Ry 0 0 an B0 80
U Y -S;.' km L L 1 1 I km

A, ETY e
Bt o
R WX http://atlas.gc.ca
© 2002, Her Majesty the Quesn in Right of Canada, Natural Resources Canada,
Sa Majeste la Reine du chef du Canada, Ressources naturelles Canada,
Incentives analysis for promoting regional development
PricewaterhouseCoopers 135

Final Report

January 2008



Canada — Nova Scotia
Final Report

Tax incentives - Foreign tax deduction

» Description
- The deduction is subject to "foreign investment income* (defined in the NS Income Tax Act Section 43)

* Funding
- the corporation may deduct from the tax for the year otherwise payable an amount equal to the lesser of :
(a) 16% of the product of
(i) the foreign investment income of the corporation for the year from sources in the country, and
(i) that proportion that the corporation's taxable income earned in the year in the Province is of the corporation's taxable income earned in the
year;
and
(b) that proportion of the amount by which such part of any non-business-income tax paid by the corporation for the year to the government of a
country other than Canada, except any such tax or part thereof that may reasonably be regarded as having been paid in respect of income from a
share of the capital stock of a foreign affiliate of the corporation, exceeds the amount deductible by the corporation.

 Eligibility
- Where the income for a taxation year of a corporation that maintained a permanent establishment in the Province at any time in the taxation year
includes income from sources in a country other than Canada, and
- where the corporation may claim a deduction in respect of the foreign investment income.
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Tax incentives - Payroll Rebate

 Eligibility

- To receive a rebate, eligible companies must create a certain number of new jobs at a determined salary within a set timeframe. The jobs must be
maintained to the end of the rebate period. The rebate is usually payable annually over a term not exceeding six years.

- The company should be profitable with a proven track record and have strong management;

- The company and the project must have reasonable prospects for continued growth and success;

- The project should be mainly export oriented and/or in a strategic sector;

- The project should create sustainable long-term jobs; cyclical peaks in employment will not be considered;

- The project should result in a minimum of 50 full-time employees in Nova Scotia; however, an exception may be considered if the project has a high
strategic value (e.g. location or strong economic benefit);

- Applications for assistance must be project-based

e Funding
- Amount of the rebate is negotiable between Nova Scotia Business Inc. and the eligible company
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Tax incentives - Nova Scotia Unlimited Liability Company (NSULC)

» Description

- Created under the Nova Scotia Companies Act, an NSULC permits the incorporation of a company with no limit on the liability of its shareholders. The
result is a hybrid entity — a taxable corporation for Canadian tax purposes and a flow-through entity for U.S. tax purposes. This allows for unique
opportunities in cross-border tax planning — making it even more attractive to U.S. investors with business in Nova Scotia.

- A U.S. taxpayer may be able to use losses from its Canadian business as a deduction against its income for U.S. income tax purposes.

- A U.S. taxpayer could use the NSULC to limit transfer pricing issues to Canada.

 Eligibility
- A U.S. individual could have a local corporate presence in Canada (avoids, among other things, the cumbersome Canadian branch tax calculation)
while at the same time having the benefit of a flow-through entity for U.S. income tax purposes (e.g., an NSULC structure could be utilized by a U.S.
individual so that he or she could use the NSULCs Canadian income tax as a credit against U.S. income tax; something a U.S. individual could not
accomplish using a Canadian limited company).
- NSULCs do not have residency requirements for directors of Nova Scotia companies. The board of directors may be comprised entirely of non-
residents, allowing the company to appoint a board based on skill and ability rather than geography.
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Tax Incentives

* Provincial Sales Tax Rebate
- New Brunswick has combined its provincial sales tax rate with the federal sales tax rate, resulting in the new HST (harmonized sales tax). The entire
14 percent sales tax (or value-added tax (VAT)) on business inputs and purchases is a refundable tax credit for most businesses in New Brunswick.

» Duty Drawbacks and Deferral Program

- The Canadian government returns the custom duty paid except the Goods and Services Tax (GST) on imported goods if they are later exported or
used for certain domestic manufacturing.

- To qualify for a drawback, you must show that the goods were later exported, destroyed under Customs supervision, discovered to be obsolete or
surplus, used as ship's stores or used in the assembly, manufacture, or attachment to goods that were later exported or consumed in Canada.

- These duties are now recovered as an input tax credit.

- The new Duty Deferral Program provides up-front relief of custom duties, anti-dumping and countervail duties, surtaxes, certain excise taxes and in
some instances the harmonized sales tax.

- This program saves money by reducing the cost of production for goods destined for export from Canada.

» Foreign Tax Credit (NB Income Tax Act Div. C Subdivision b)
- Corporations which have foreign source income and are resident in Canada at any time in the year are eligible for a credit on foreign taxes paid. A
credit is allowed against Canadian tax payable for the lesser of the foreign tax paid and the Canadian tax on the foreign source income.

* New Brunswick Investment Tax Credit for Forestry Companies
- Effective for investments made after March 31, 2006, eligible forestry companies will qualify for a rebate of 50% of investments in manufacturing and
processing equipment up to a maximum of 50% of the provincial property tax paid in the year.
- This credit will be in effect for the 2006 and 2007 taxation years.

* New Brunswick Film Tax Credit (NB Income Tax Act Div. C Subdivision f)
- To encourage the training and hiring of New Brunswick film personnel, the Province provides a Film Tax Credit equal to a maximum of 40% of eligible
salaries paid to New Brunswick residents.
- Wages in excess of 50% of the total costs of production are not eligible for consideration.
- The value of this credit may also be included as part of the calculation of a production company's equity in a production.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 140 January 2008



Canada — New Brunswick
Final Report

Front-end incentives - NorthWest Territories
Grants to Small Business by Department of Industry, Tourism and Investment

* Funding
- A maximum of $5,000 over the lifetime of any one business.

 Eligibility
- This program applies to Northwest Territories entrepreneurs or small businesses that have a legitimate need for funds and are committed to their
future business or activity.
- It applies to small businesses, co-operatives, partnerships, or sole proprietorships with less than $500,000 in gross sales.
- Those who earn part, or all, of their income from the sale of products or from the activities noted below:
» Artists and craft producers -- includes people who are involved in carving, printmaking, sewing, performing arts or similar activities.
e Licensed renewable resource harvesters -- includes people who harvest renewable resources under commercial quotas such as hunting, fishing,
logging, agriculture or similar activities.
- Costs covered:
- Legal
- Accounting
Minor capital expenditures
- Tools
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Other incentives

*  Workforce Expansion Program (Operating Incentive)

- The Workforce Expansion program provides financial assistance to eligible employers in order to stimulate the creation of long-term employment
opportunities for unemployed individuals. It encourages the hiring of the New Brunswick's post-secondary graduates. Funding is on the basis of a
wage subsidy. The percentage of wage reimbursement will vary from 50 percent to 70 percent of the hourly wage to a maximum reimbursement of
$8.00 per hour, depending on the target group.

* The Ambassador Program (Soft Incentive)
- Builds a distinguished sales force that will promote New Brunswick's advantages and opportunities throughout their travels. They will build new
relationships on the province's behalf, and seek out business leads and partnerships for New Brunswick companies.

* Restigouche-Chaleur Economic Development Fund (Front-end Incentive)

- Facing many economic challenges due to the gradual downsizing in the mining sector and rationalization in the forestry sector in the Restigouche-
Chaleur region, the provincial government is implementing a $25 million RCEDF

- The RCEDF is designed to be a complementary source of financial assistance to regular departmental budgets, other financial assistance programs
and designed to support commercial and non-commercial initiatives.

- All initiatives must be submitted and sponsored by a department, an agency or Crown Corporation in order to be eligible for funding under the
RCEDF.

- The RCEDF will provide assistance to community-driven initiatives in support of the following themes:
» Education & Training
* Research & Development
e Economic Diversification
e Strategic Infrastructure
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Specific programs - Western Economic Diversification Canada

» Description

- Western Economic Diversification Canada (WD) was established in 1987 to help broaden the economic base of the four western provinces — British
Columbia, Alberta, Saskatchewan and Manitoba.

- Under the Western Economic Diversification Act, 1988, the department is mandated to “promote the development and diversification of the economy
of Western Canada and to advance the interests of Western Canada in national economic policy, program and project development and
implementation.”

- A strengthened western Canadian innovation system.

- A competitive and expanded business sector in Western Canada.

- Economically viable western Canadian communities with a high quality of life.

* Funding
- Main programs:

* Western Economic Partnership Agreements (WEPAS) are multi-year funding commitments to strengthen economic activity and improve quality of
life in western communities. WEPAs are cost-shared equally with each of the four western provinces, with a total of $200 million allocated to
initiatives identified as federal and provincial priorities. Specific priorities in some regions include tourism revitalization, development and promotion
of environmental technologies, and ground-breaking health technology research and development.

* The Western Canadian Business Service Network - provides services and resources to help Western Canadians start, grow and expand their
businesses.

* Loan funds with community-based organizations and financial institutions. These loan funds increase the availability of financing to businesses,
communities, and groups that face difficulty getting financing, such as people with disabilities.
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Specific programs - FedNor

» Description

- FedNor is a federal regional development organization in Ontario that works with a variety of partners, as both a facilitator and catalyst, to help create
an environment in which communities can thrive, businesses can grow and people can prosper.

- Objectives
e Capitalize investment funds of Northern Ontario CFDCs to assist local businesses through loans, loan guarantees or equity investments.
e Continue to promote existing loan loss reserve agreements with Northern Ontario credit unions (Northridge Savings and Credit Union Ltd. Loan

Loss Reserve).

» Support the Northern Ontario Enterprise Gateway, a new initiative to help the development of angel investment networks across Northern Ontario.

- Goals:
» Financial investments in Ontario SMEs
e Enhanced access to patient and venture capital
¢ Increased leveraged capital and investment partners

* Funding
- Main activity: Business Financing, Counselling & Networking
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Specific programs - Economic Development Agency of Canada for the Regions of
Quebec

Through its 14 business offices, the Agency works with a clientele made up mainly of SMEs and not-for-profit organizations.
Under its programs and initiatives, the Agency provides repayable and non-repayable contributions.

Projects:

»  Community Economic Diversification Initiative — Vitality (CEDI-Vitality)

e Partnering with Enterprises for Commercialization

» Community Futures Program (CFP)

» Venture Capital Fund for Business Startups in the Regions

» Advisory committees for an even more effective partnership with the regions
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Specific programs - Economic Development Agency of Canada for the Regions of
Quebec: Community Economic Diversification Initiative — Vitality (CEDI-Vitality)

» Description
- Obijectives of the initiative
« Diversify the economic base of 21 communities in 7 regions of Québec
» Reducing the dependency of communities whose economies are based on a single industry or sector, or on natural resource development
e Create sustainable employment
e Decrease population exodus.

* Funding
- Canada Economic Development is allocating $85 million over four years for this measure, until September 25, 2010. It is implemented under the
Regional Strategic Initiatives Program and includes the Fishing and Coulombe Report Economic Diversification Initiatives.
- Maximum rate of assistance
* For eligible SMEs, the rate of assistance is generally up to 50% of eligible and authorized costs.
» For other eligible beneficiaries, it is generally up to 90% of eligible authorized costs.

e Target clientele
- Small and medium-sized enterprises (Retail trade enterprises are not eligible.)
- Business groups and industry associations
- Organizations or institutions dedicated to promoting and disseminating knowledge
- Non-profit economic organizations
- Organizations or enterprises operating a regional attraction that gives the community a special competitive advantage
- Municipalities and municipal agencies
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Specific programs - Economic Development Agency of Canada for the Regions of
Quebec: Community Economic Diversification Initiative — Vitality (CEDI-Vitality)

* Re

payability

Assistance for not-for-profit organizations for projects of a non-commercial nature is usually non-repayable. Assistance for enterprises is repayable. In

exceptional cases, such assistance may be non-repayable (for projects where the contribution does not exceed $100,000) or partially repayable. The

type of assistance (repayable, non-repayable or a combination of the two) will be determined based on a set of criteria.

These criteria are:

» Ability of the enterprise to repay

e Level of risk associated with the project

» Importance of the contribution for the project’s survival

» Type of project (studies, plans and other exercises intended to increase the know-how of SMEs, and thus lead to a second investment project, are
more likely to meet the criteria for a non-repayable contribution)

e Projects headed by people, aged 35 or less

» Enterprise start-up or pre-start up projects

» Projects by enterprises located in extremely vulnerable communities, in disadvantaged areas.

» Eligible activities

Consultants’ studies and projects concerned with the development of strategies and action plans

Capital projects for enterprises: start-up, expansion, modernization

Establishment and expansion of transfer centres, watch centres and entrepreneurship support organizations
Incubation, guidance, monitoring and technical support activities for enterprises in the pre-startup or startup phases
Projects aimed at enhancing co-operation between knowledge institutions and enterprises

Development of niche products

Design, development, adjustment and demonstration of a new or improved product, process or service that constitutes a technological innovation in a
particular sector

Pre-marketing and marketing of new products, processes or services

Strategic and timely projects aimed at providing a region or a community with competitive advantages

Projects that strengthen local development capabilities

Projects that foster the growth and development of social economy enterprises.
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Specific programs - Economic Development Agency of Canada for the Regions of
Quebec: Partnering with Enterprises for Commercialization

e Target clientele
- Enterprises or groups of enterprises located in Quebec. (Retail trade enterprises are not eligible.)

* Funding
- The budget envelope for this measure is estimated at $5 million a year for four years.
- The assistance will take the form of a repayable contribution, based on royalties on increased sales (Example: repayment of the contribution will be
based on a percentage of the increase in sales.) The contribution may cover up to 50% of eligible costs, including costs directly associated with the
resource, but without exceeding $120,000, and may be spread over a maximum period of 24 months.

* Results
- This measure will help provide enterprises with new strategic capabilities with respect to commercialization outside Canada and enhance their
competitiveness on foreign markets, leading to an increase in the value of exports and the number of new exporters.
- This assistance is thus complementary to the other financial backing offered by the Agency to support SMES’ competitiveness, particularly in the
areas of innovation, commercialization, research and development, and productivity.
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Specific programs - Economic Development Agency of Canada for the Regions of
Quebec: Community Futures Program (CFP)

e Community development organizations benefiting from the CFP are:
- 57 Community Futures Development Corporations, located in designated rural regions
- The 10 Community Business Development Corporations, located in the suburban areas
- The 15 Community Economic Development Corporations, located in disadvantaged urban areas
- The CFDC Network and the Quebec CFDC Common Fund.
- The CFP supports local economic development and strengthens the ability of communities to realize their full potentiel in a sustainable way.

 Its main objectives are to promote:
- Stability, economic growth and job creation
- Diversified, competitive local economies in rural areas
- Sustainable communities.
- Through its network of partners, Canada Economic Development ensures that most communities in Quebec have local access to information on
federal government programs and services.
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Specific programs - Economic Development Agency of Canada for the Regions of
Quebec: Venture Capital Fund for Business Startups in the Regions

» Description

- The Venture Capital Fund for Business Startups in the Regions was created to support enterprise startups in seven regions and 21 regional county
municipalities (MRCs) experiencing population decline and slow economic growth, by increasing their equity to levels acceptable to venture capital
firms recognized in Quebec, while paying special attention to priority sectors in these regions.This venture capital fund was created in partnership with
CFDCs and BDCs, with the support of venture capital firms and the Fondation de I'entrepreneurship.

- Canada Economic Development has invested $5 million to create the Venture Capital Fund for Business Startups in the Regions, which will be
administered by the CFDCs or BDCs. Including the contribution of all the partners, over $20 million is available for business startup projects.

- Results
» This initiative will permit the startup of enterprises that would otherwise have been unable to get off the ground. In addition, the success of this

initiative will be evaluated based on the development of these enterprises.

e Funding
- This initiative will be in effect from November 1, 2006 to December 31, 2007, or until depletion of the $5 million. A venture capital firm should be
approached as soon as possible, since the cut-off date for a project to be approved by the Fund manager is December 31, 2007.
- Mentoring: The Fondation de I'entrepreneurship offers coaching services.

» Target clientele
- Startup SMEs

 Eligibility criteria
- The business must be located in one of the targeted regions
- The business must have been in operation for less than a year, or have less than $500,000 in sales, and this must be the first attempt to solicit
external Investment.
- The client must meet the basic criteria generally required by venture capital firms recognized in Quebec.
- The entrepreneur must agree to the coaching or mentoring process proposed by the CFDC, BDC or venture capital firm.
- The enterprise must operate primarily in the manufacturing and processing sector.
- A minimum investment by the enterprise of $125,000 is required.
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Final Report
Conclusions and recommendations

1. Aid has many definitions. Aid can be towards regions, sectors or projects.

Incentives (regional aid) exclusively relate to stimulation of new investments; often they are designed specifically to attract foreign inward investment.
Their logic lies in influencing the investment decision as an instrument of regional development.

This analysis exclusively deals with incentives as applicable for investment related projects such as manufacturing units, distribution centres,
research centres, offices, data centres, shared services centres, etc.

This analysis does not deal with "aid" relating to the improvement of national or regional infrastructure. Aid is many times given by supra national
(or national) authorities to local public authorities.

Subsidies relate to artificial market mechanisms to protect a sector or an industry segment; their logic can be various but in theory relates to
strategic reasons.
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2. Incentives exist in numerous and various forms such as:

- Cash grants

- Research grants

- Land cost reduction grants

- Employment grants

- Labour cost reduction grants

- Training grants

- Interest subsidies

- Corporate tax rate reductions

- Additional capital allowances

- Investment deductions adding to the capital allowances

- Real estate tax deductions

- Local tax reductions

- Subsidised loans (low-interest loans or interest rebates)

- State guarantees

- The purchase of a share-holding or an alternative provision of capital on favourable terms
- Exemptions or reductions in social security or other compulsory charges
- The supply of land, goods or services at favourable prices

3. Incentives can be categorized in several ways:

Front end incentives reducing the net cash investment: they apply once and at the time the investment is made.
Operating incentives occurring during the life time of the project.

Fiscal versus non fiscal incentives

Incentives resulting in reducing cash out (lower tax to be paid, lower social charges to be paid, lower interest rates to be paid) versus incentives
increasing cash in (cash grants, employment grants, research grants, training grants).

The majority of incentives offered are front-end incentives (cash grants) and tax incentives.
Operating incentives are the exception.
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4. Incentives are regulated by supra-national authorities and are granted by national, regional and local authorities.
Incentive legislation define which incentives are applicable and their maxima; incentive legislation also define which incentives are not allowed.

Equal playing level field and avoidance of unfair competition is an adagio.

- - a . . . . 41w W b g 10w o* 10"
In Europe (E.U.) incentive policies are clearly regionally inspired. g‘:’j Regional Aid
They are designed on a national basis, but incentive intensity is - . Af;"a?f”” ,
regionally inspired. ‘T Bl 50% Aid intensity .
Bl 40% tid intensity

30% Aid intensity

30% -» 20% (statistical effect)
Art 87.3.c

15% {low population)

Canada follows a similar logic with an even more regional
emphasis.

]

I economic development
15% ! 10 % Aid intensity
for an extra 7.5% of the EU25
population. To be allocated
by Member States
+ transiticnal provisions

on

) R . .'.‘.‘
e Mlta, 87.3.330% o= =1 o

Sased on EUROSTAT stalislics of 7.4.2005 (GDP In PPS per Capita 2000-2002 Avg)/ Cartography: DG COMP - G1 12/2005 / © EuroGeographics for the acministrative boundaries

E
H

5. National legislation (whatever is applicable on the entire territory of a country) is not considered as regional aid.
The national tax legislation in general and corporate tax in particular is therefore not considered as a regional incentive instrument although it can
have a major impact on investment decisions.
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6. Incentive legislation and especially application is complex and difficult to understand.
The true value of incentives is not always obvious. Even what in E.U. context is referred to as “Gross Grant Equivalent” is not equal to real
value.

In some cases incentives are taxed or they reduce the basis for tax allowances, in many cases incentives are capped or mutually exclusive or
any combination of the above.

The real value of incentives is defined by their discounted cash flow impact.

7. Many incentives result in low absolute value and obviously have a minor impact on the investment decision. In fact most of them are of this nature.

8. Some incentive packages have a minor impact on the investment decision although their absolute value is important. These are the ones to be
avoided because they are a waste of tax payers money. Transparent and easy to understand incentive packages with impact are clearly preferred by
potential investors.

9. Some incentive packages really make the difference and have indeed a major impact on the investment decision.

10. In the E.U. the "big packages" are granted in regions of new E.U. member states such as Hungary, Bulgaria and Romania.
Their order of magnitude can equal to 50% of the fixed asset investment.

11. Many regions in old EU member states are not allowed to grant relevant incentives at all (0% of fixed asset investment).
Some regions of those countries are still eligible to packages of some 10 to 15% of the gross fixed asset investment of the project.

12. EU incentive legislation is statutory; Canada combines a statutory and discretional approach.

Incentives analysis for promoting regional development
PricewaterhouseCoopers 155 January 2008



Final Report
Conclusions and recommendations

13. Main drivers of incentive package are:

e Location

* Employment

» Research content

» Fixed asset investment

» Size of the business

* Nature of the project

» Ecology

» Potential benefits for the economy
e Industry segment

14. Assuming the vocation of incentive packages is to stimulate investments that bring wealth (high value added) to the region, it is strange to notice
‘value added’ as such is not a driver of incentive packages.
This is probably explained by their historic background whereby direct employment creation was many times a major political driver. This resulted
many times in a cynic paradox whereby labour intensive projects (with no chance to succeed because of the labour cost level in western
economies) were favoured over high wealth creating know how/capital intensive projects.

15. Generic incentive packages have a completely different impact according to the nature of the investment project (capital intensive, labour intensive,
know how intensive, etc) and the relationship of the elements of the project definition such as fixed asset investment versus employment versus
research content versus profit intensity etc.
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16. The cases illustrating the true impact of incentive packages and their real value (discounted impact on cash flow) are only indicative examples.

The sample is not big enough and definitely not representative enough to draw conclusions.

The cases however clearly show that some packages really make the difference.

An easy way to measure is impact on Profitability Index (P.l. : sum of future discounted cash flows versus present net cash investment).
The index measures how many times the original cash invested is re-made over a number of years of the life time of the project.

The following figures illustrate the impact of some of the packages.

6,00

Case 1: without vs with incentives

5,00
4,00

3,00

@ without incentives

Pl

2,00
1,00

Ireland Wales Hungary

Countries

@ with incentives

Canada

Pl

5,00
4,00
3,00
2,00
1,00

Case 2: without vs with incentives

Ireland

Wales

Hungary Canada

Countries

@ without incentives

| with incentives

17. These deltas must be seen in combination with tax legislation and application.

Tax as earlier stated is not a regional incentive instrument but a national cost component.

The combination of relevant regional development incentive packages and attractive national tax legislation (corporate tax in particular) are

definitely driving investment decisions.
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18. In order to create relevant incentive packages for the regions in Iceland one should:
a. Define the type of investment targeted

- manufacturing, distribution, shared services, data centres, research centres, etc

- degree of capital intensiveness

- degree of know how intensiveness

- degree of labour intensiveness

- order of magnitude of fixed asset investment (5-10 mio $; 10-50 mio $; 50-150 mio $; 150-500 mio $; above 500 mio $)
- degree of utility intensiveness

- degree of sustainable development

- degree of wealth creation to the region

- degree of cluster effect

b. Define and test combinations of packages with components such as

- cash grant

- training grants

- interest reductions

- research grants

- tax grants

- up front investment grants

c. Consider and test such packages in combination with existing or new (corporate) tax legislation.

- The testing should involve national and international comparisons.

- The defined packages must be tested on their international legal acceptance.
- The budget impact must be predefined, inclusive ROI effects on the budget.
- Definition of KPIs related to regional development targets.
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Dy arakti Il Expanditurar
_|Raumaterial - - 4,419,954 9,419,954 4,419,954 4,419,954 4,419,954 4419954 9,419,954 4,419,954 9,419,954 4,419,954
_|Laborfucighted) - - 1ATE.88% 14T 553 14T 58T 1ATHHEE 1ATHAHET 1ATE 453 14T 5483 1ATE.88% 14T 553 14T 583
_|Foauer - - 619, 64d 619, 69d E19.69d E19.64d E19.69d E19.69d 19,694 619, 64d 619, 69d E19.69d
Waker - - E33.453 E33.453F E3E.A6F ERE.AGT ERE.AEE EIEAGE 233453 E33.453 E33.453F E3E.A6F
Gar - - Zad. 413 zad.41% zod.41% 294,41 zad.41% zad. 41 zad. 413 Zad. 413 zad.41% zod.41%
|Seucrage - - 452,240 452,290 452,290 452290 45z.240 45240 452,290 452,240 452,290 452,290
_|Trarrpars - - 1.TEE. 955 1.TEE. 955 1. TEE. G55 1. TEEGEE 1766 4EE 1766455 1766455 1.TEE. 955 1.TEE. 955 1. TEE. 955
| Fwtak Opa - - 14266175 14268175 14266174 14266175 14266175 14,266 175 14268175 14266175 14268175 14266175
7| Cark Flau BEsfars Tax - 15477480 - E5.715. 5348 15.4%1.0d5 15.4%1.0d5 15.431.0d5 15.41.0d5 15.4#1.0d5 15.4%1.0d5 15.4%1.0d5 15.4%1.0d5 15.4%1.0d5
Capital Allmuancs
Ewilding - - - EZ0.57% EZi.576 GZILGTE GZILETE GZOLGTE G20.57E GZ0.57% EZ0.57% EZi1.576
_|Equipment - - - E0E9.554 2024554 2024554 Z.0249.554 029554 0249554 E.029.554 E0E9.554 2024554
| Fwtaf Copitad Aiwarmnca - - - 2550130 Z.550.130 E.550.130 Z.550.130 E550.130 2550130 2550130 2550130 Z.550.130
_| Ermrr prafiv - - [1d.266.1T%) 12.930,4915 12.930,4915 12930915 12,930,915 12,930,915 12,930,915 12,930,915 12.930,4915 12.930,4915
_|Carparate Inzome Tax 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5 12,5
| Cark fluu AFtsr Tax - [15.477.4510) [25.T15.348) 13,864,651 13864651 13564631 13564, 651 13564, 651 13,564,651 13864651 13,864,651 13864681
- [15.477.4510) [Z3.ETT.EZE] 11.45%.414 10,16, Tdi E TR LY EEOEETE T.42E. 251 T.114.77d EdET.aTE 5ETa.4TH 5.3d5.d35
HFYT uithmut incentiver : 33 _TI3_ 'II
| Rars 10 FEREERIG]
_| Disrcmwntsd CAFEX - 15477450 0,405,373 - - - - - - - - -
_|rrcAarEX [25.§%5.553)
Dircmunted Cark Flau (+xcl CAFEX - - (12,96 9. 252) 11,455,414 115, Tdn ETER LY HEOEETE T.EE. 25 T.1414.774 EAETATE EAT9.4TH 5.3d5.435
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Annex — Calculations

C 1: Ireland ith i ti Final Report
ase 1: Ireland — with incentives
s | e | e ] | e F | G | H | 1 J K L M H 0 P [ R
1 [case 1
z |IRELAND - with incentives
3
4 |EUFR 20 200 zo0] 20| 20| IR 20| 25| | 2017] 2] 2o
| 5 | 1 2| El 4] 5] | 7| 2] o 10| 1] 12|
i [ Capitel Expanditurss
T - 1.425.36% - - - - - - - - - -
) - xa0d.323 1.301.dd1 - - - - - - - - -
] - #480.45% EAB0 55 - - - - - - - - -
10| Ukilivier - 1967283 1967253 - - - - - - - - -
1
12| Fwtuf Caprx - 15477420 1449210 - - - - - - - - -
1=
14 | Imcomtiver
15 | Capitalprost - *.714.595 E.TdT.E10 - - - - - - - - -
[T — 1.547.74% 1.144.921
17
15| Fwtaf Sncrntimnr - 5.IEE.Id3 EENE.TER - - - - - - - - -
14
20 | Turamwar
21 | Saler - - - 29.747.223 20,747,223 29.747.223 20.747.223 29747222 29.747.223 29747222 29.747.223 Za. 747,222
=
22 |Dparatimnal Expanditurar
2d |Fiaumaterial - - 4,414,454 4,414,454 4,414,454 4,414,454 4,414,454 4,414,454 4,414,954 4,414,454 4,419,954 4,414,454
E5 | Labar[usiqhtsd) - - 1474553 1475543 1474583 1475553 1474583 1475553 1474583 1475553 1,475,553 1475853
26 |Fouer - - [ACRLT] 19,644 19,594 B19.5494 19,594 [ACXXT] [ATRLT] ALY [ATRLT] 19,5494
ET | Water - - 233,953 £33.453 233453 £33.453 233453 E3H453 £33.953 E33.453 £33.953 233,953
2% | Gar - - zad.41% zad. 418 29d.41% zad. 41 29d.41% zad. 41 29d.41% zad. 418 29d.41% zad.41%
29 | Seucrage - - A5, zéi dEE, 290 A5Z. 20 dEE, 240 A5Z. 20 dEE, 240 d5Z. 290 dEE,Z a0 d5Z. 290 d5E, 20
30| Tranrpaork - - 1.TEE. 455 1.THE 455 1.TEE. 455 1.THE. 455 1.TEE. 455 1.TEE 455 1766955 1.TEE G55 1.TEE. 955 1.TEE. 455
H
32 | Fwdef Opax - - 14.ZEEATE 14,266 17% 14266 ATE 14,266 1T% .266. 175 14,26 1T# .266.17% 14,26 1TH 14,266,174 AdLEEE.1TH
Fx}
3
35 | Cark Flau Bsfurs Tax - 10,215,137 |- 2152257 15.4%1.045 15.431.045 15.4%1.045 15.431.045 15.4%1.045 15.4%1.0d5 15.4%1.045 15.4%1.0d5 15.431.045
36
3T |G al Allmuancs
22 | Building - - - 43,580 243,580 43,580 243,580 432580 243580 43580 243580 243,550
34 |Equipment - - - 1,334,508 1,334,508 1,334,508 1,334,508 1334508 1,334,508 1334500 1,339,508 1334500
A0
A1 | Fwdwt Capitad A wsrance - - - 1EEE05E 162086 1EEE0EE 162086 1LEEENEE 1EEZ.0885 [RCEN T 1LEEZ.08 1EER0EE
dz
4z
dd | Grmer praofit - - (14,256 17%) 13,747,954 13,747,954 13,797,954 13,747,954 13747954 13,797,954 13747954 13,747,954 13.797.95%
d5
.
47 | Corporate Income Tax 12,53 12,5+ 12,5 12,53 12,5 12,53 12,5 12,53 12,5 12,53 12,5 12,55
4%
49 | Cark Flmu After Tax - (10.215.127) (Z1.422.857) 12,756,300 13756500 12,756,300 13,756,500 13,756,300 13,756 300 13,756,300 13,756 300 13,756,300
50 | Dircmuntsd Cark Flau - [10.215.137) 19,535, 7749) 1365543 10,335,312 9395, T3% #.5d1.550 T.TEENTE T.054,157 E.d1T. 415 5534014 5.30%.649
51
G2 |HFPY with incanktivar 1 I'I.!ii-.ti-'l'l
53 | Rats i A196EEET
54
55 | Dircmwnted CAPEE [uith incentiver]) - 10,215,137 [RTEN-F - - - - - - - - -
5i | F¥ CAFEX (7. 05d.66X)
57
5% | Dircmunted Cark Flau (sxcl CGAPET uid - - (12969, 252) N.365.543 10,335,312 9,395,735 #.5d1.550 T.TE50TE T.054,157 E.d1T. 41 5534014 5305649
54
&0
1
6
%

FYDCF axcl. CAFEX

Fluith incentivar
Rats 10

54051521

T
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Annex — Calculations

Case 1: Wales — without incentives

Final Report

a | 8 | o |olcE

case 1
WALEE - without incentires

EUF

0 0]

zoga] zo10]

2011

z01z]

zo1z]

z01d]

z015]

z01E]

z017]

z01z] zota]

1

2| 3

F]

5]

5]

7|

3]

o

1]

1| 1z|

Capital Expenditursr
Site

Euilding

Equipmont

Utiliticr

TFutwf Coprx

Turmmrar
Saler

dparati
Fiau material
Labar {usighted)
Fouer

Waker

Gar

ERrp—
Tranrpore

Futat Opsx

Cark Flau Bafurs Tax
Capital Allauancs
Euilding

Equipmeont

TFutad Capitaf 3 wrron oo

Corparake Inzome Tax

Cark Flau Aftar Tax

HFY uithaut incantiver
Ratas 10z

Dircmuntsd CAFEE
PFY CAPFEX

Dircmuntsd Cark Flau [(axc1 CAFEXY
F¥ DLCF axcl. CAPET

Pl uithmut incantivar

Ratas gL

20,05

: FZ 663 FE3T I

2EEEZEED

[25.2%6.2632]

dE.549.T3E

M 4 » M case 1 IR with incentives

Incentives analysis for promoting regional development

PricewaterhouseCoopers

1.4E5.588 -
3.90d 523 1.301.441
FAE0.d56 FAE0.d56
1967253 1967253

15.477.4%0 11.d449.210

- 9,419,454
- 1302746
- 1964
- EEZ.452
- 29d. 415
- 452,240
- 1.766 945

- 14,096,041

15477420 - 25.545.251

- 14,09, 041

0,0 0,0

[25.545.251)
(232229561

[15.477.450]
[15.477.450]

15.477.420 10,402 272

- [(12.314.58%)

% case 1 UK without incentives

29 TdT.EEE

9,499,954
1305 746
B9 Ead
233453
2ad. 4%
d5z.2 a0
1.TEE 95

14096 041

15651142

GZ0.5TE

2.029.554

2550130

1401052

20,05

MTE0EET
AEEREET

QEEEEET

A ]

9,419,454
1302746
E19.64d
EX3.452
2ad. 41
452,240
1.766 945

14,096,041

15651142

520576

2.029.554

2550130

12.101.052

0,05

N.TE0.567
506061

506061

case 1 LUK with incentives

162

29 TdT.2EE

9,499,954
1305746
E19.64ad
2334953
2ad.di%
d5z. 2 a0
1.TEE. 95

14096041

15.651.1%z

GZ0.5TE

2.029.554

2550130

1z.401.052

0,00

MTE0EET
&.005. 510

005 510

A ]

9,419,454
1302746
E19.64d
EX3.452
2ad. 415
452,290
1.766.945

140960441

15651152

520576

2.029.554

2550130

12.101.052

0,0

N.TE0.567
T.ETT.TSE

T.ETT.TZE

29 TdT.2EE

9,499,954
1305746
E19.64ad
2334953
2ad.di%
d5z. 2 a0
1.TEE. 95

14096041

15.651.1%z

GZ0.5TE

2.029.554

2550130

1z.401.052

0,00

MTE0EET
E.E16.12d

E.E16.12d

A ]

9,419,454
1302746
E19.64d
EX3.452
2ad. 415
452,290
1.766.945

140960441

15651152

520576

2.029.554

2550130

12.101.052

0,0

N.TE0.567
E.01d.658

E.01d.E5%

{ rase 1 HU without inc | <

29747223

9,499,954
1308746
B9 64ad
2334952
2ad.di:
d5z. 290
1TEE. 98

14096041

15651142

GZ0.5TE

2.0249.554

2550130

1Z.101.052

0,0

LTE0EET
5467571

5.4E7.3T1

29 TdT.ER 29747223

9,419,454
1302746
E19.64d
233453
2ad. 415
d52.290
1766 945

9,499,954
1308746
B9 64ad
2334952
2ad.di:
d5z. 290
1TEE. 98

140960441 14096041

15651152 15651142

GZ0.ETE
2.029.554

GZ0.5TE
2.0249.554

2550130 2550130

12.101.052 1Z.101.052

0,0 0,0

N 720567
4.970. 792

LTE0EET
d4.515.901

4.970. 792 d4.515.901
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Annex — Calculations

FYDCF axcl. CAFEX

Pl uith incentivas
Rats 10

A7 157,919

2 T

C 1: Wales — with i ti Final Report
ase 1. ales — witn incentives
a | B | ¢ | © F [ G | H [ | J K L [ H 0 F o

1 |case 1
4 WALEE with incantivar
3
4 |EUR znuE| i) zidu] E | ziz] zidz] Z0id] 25| En| 27| =iz zifd]
5 1 zl z[ d 5 i 7 2 al 0] 1] 1z
3 al Expanditurers
T | Five - 1425388 - - - - - - - - - -
% |Ewilding - Za0d,323 1301441 - - - - - - - - -
9 |Equipment - #150.45E EABNAEE - - - - - - - - -
10| Ukiliticr - 1967263 1967263 - - - - - - - - -
1
12| Fwtas Caprx - 15,477,430 1449210 - - - - - - - - -
1z
14 | lncantivar
15 | Capitafprast - 3.714.595 E.TdT.ED - - - - - - - - -
16| FlD grast - 1.5d7.74% 1444921 - - - - - - - - -
17
15 | Fwdws Sncrntimnr - 5.ZEE.3d3 ENE.TIE - - - - - - - - -
14
20 | Turmmwar
| Saler - - - 29,747,223 29,747,223 E9.TAT.EEE 29.747.223 29.TAT.22 29,747,223 29, TdT.22 29,747,223 29,747,223
z2
22 | Dparatimnal Expanditures
24 |Fiaumaterial - - 4,414,454 4,419,954 4,414,454 4,414,454 4,414,454 4,414,454 4,419,954 4,414,454 4,419,954 4,414,454
25 |Labar{uciqhted) - - 130574 1305, 7% 1305745 130,748 1,308,748 1.30%, 748 1,308, 7% 130574 1305, 7% 1305745
26 |Fouer - - 19,6494 19,694 B19.649d 19,694 619,644 619,644 19,694 19,6494 19,694 B19.649d
ET | Water - - 233,953 £33.953 E3H453 233453 £33.453 233,953 £33.953 233,953 £33.953 E3H453
2% | Gar - - zad.diE zad.41% zad.diF zad. 415 zad.di zad.dis zad.d1% zad.diE zad.41% zad.diF
29 |Seusrage - - A5z, 240 A5z, Ea0 d5E.Za0 d5Z. 20 dEE.Za0 A5,z A5z, Ean0 A5z, 240 A5z, Ea0 d5E.Za0
20| Trancpart - - 1766985 1,766,955 1766985 1766885 1,766,955 1. 766485 1,766,955 1766985 1,766,955 1766985
El
32 | Fwtwd Bpax - - 14,086, ] 14096041 14,0096 0d1 14,096, 044 14096041 14,086, 01 14.096.041 14,086, ] 14096041 14,0096 0d1
FxS

L

| 35 | Cark Fluu Bafurs Tax - - 10.215.137 |- 21652520 15,651,152 15,651,162 15,651,152 15,651,152 15,651,152 15,651,162 15,651,152 15,651,152 15,651,162
36
T | Ca al Allmuancas
3% | Euilding - - - 43550 FdE550 343550 343,550 343,550 43,550 343,550 43550 FdE550
9 |Equipment - - - 1,339,508 1339505 1,339,506 1,339,504 1339506 1,339,508 1,339,505 1,339,508 1339505
40
d1_| Fwtwt Capivad Allwarencar - - - 1653084 1653056 1652086 1653056 1652086 1643084 1653086 1653084 1653056
dz

| dz |
dd | Grmer prafit - - [14.096.0d1) 13,965,096 13965096 13965, 096 13,963,095 13,965, 096 13,963,095 13,968,095 13,965,096 13965096
d5

| dE |
d7 | Corporate Inzome Tax 20,0 20,0 20,03 0,0 i, 0 30,00 0,03 0,00 0,00 20,03 0,0 i, 0
4%
49 | Cark Flmw After Tax - [10.215.127) [21.652.5200) 11,460,752 1.450.75% 11,460,753 11,460,752 11460, 752 11,460,752 11,450,752 11,460,752 1.450.75%
50 | Dircmunted Cark Flau - (1.215.137) (14,65 105 4.471.647 #E10E3 THET.H4Y 116226 [N E451.179 5.3d6. 52 A 560,474 d.d41%.617
51
G2 | HPY with incantivar I 256
5 | Ratas i 20,402,255
54
55 | Dircwwnted CAPEE [uith incentiver) - 10215137 [RTTN-F - - - - - - - - -
5i | P¥ CAFPEX (AT, 05,6 62)
57
55 | Dircownted Cark Flau (sxcl GAPET with incs - - [12.5614.563) 9.471.647 #E1063d T.HET.649 TA16.22E 6469, E9E 5551179 5.3q6. 526 dE60.dTE 4412617
54
&0
1
6
)
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Annex — Calculations

Case 1: Hungary — without incentives

Final Report

a | e | e | ofcE F | G H 1 | J K | L M H | a F | [
1 |case 1
z |HUNGARY - without incentives
]
4 |EUR znng] E| | =0 z0iz] z0iz] z0id] ERE z01E] 2017 zoig] z014]
5 1] 2] =] dq 5] & 7] #] o] 1] 1] 1z]
i
T | Capital Expenditurar
£ |Sike - 1.dz5.35% - - - - - - - - - -
4 |Ewilding - FAa0dIEE 1,301,441 - - - - - - - - -
10 |Equipment - FAE0.d%E F 450448 - - - - - - - - -
11| Ukilikicr - 1967.253 1.967.283 - - - - - - - - -
1z
13 | Fwref Capax - 15477, 430 .dda.z10 - - - - - - - - -
14
15
16 | Termmwar
17| Zaler - - - 29.7d7.223F 29,747,223 29.7d7.223 9747223 29.7d7.223 Z9.7d7.223 Z9.7d7.223 9747223 29.747.223
1%
19 | Dpwrati Il Expenditursr
0 |Faumaterial - - 9,449,954 4,419,954 9,419,954 4,419,954 4.d49,954 9,419,954 a.419.95 9,419,954 4,419,954 9,449,954
#1 |Labar{uciqhted] - - EEd.3TE EGd.3TF BG4 3T EG4.37F EEd.ZTE EGd.FTE EEd.ZTE £G4 3T E5d. 373 EEd.ITE
zz |Fouer - - E149.69d E19.69d [ACRLT] E19.Ead E19.69d [ACKXT E19.69d [SCRLT] E19.69d [ACRLT]
3 |Water - - EFI.A5T FEEREE] EFI.AGE FEEEE] EFEAGE FEC LK FEEECLE EIE.A5T £33.453 EFEAGT
zd | Gar - - zad.d1% zad.d1% zad.d1F zad.d1% zad.d1F zad.d1% zad.d1% zad.d1E zad.d1% zad.d1%
5 | Seucraqe - - dGz.za0 452290 45z, 290 d5z.z90 45z, 290 FEFECT d5z.290 45z za0 452,290 4Gz za0
26 | Tranrpark - - 1766945 1TEE.9EE 1766945 1.TEE.9EE 1766945 1.TEE.9E5 1.TEE. 955 1766945 1.TEE. 955 1766945
A
zi | Fwref Gpex - - 1Z.dd1.66% 1344166 13441668 1341665 15441668 1241665 1:.4d1.668 12.dd 1668 12441668 12.dd1.66%
FL)
T
1 | Cark Fluu Bsfurs Tax - - 15.477. 430 590, ETE 16.305.555 1% 305,555 16.305.555 {305,555 1£.305.555 16305 555 1£.305.5585 {305,555 1.3 05,555
2
2 | Capital Allmuancs
34 |Euilding - - - BZILETE EZiL5TE EZILETE EZ(.5T6 EZILETE 5Z.ETE EZiLETE EZ0.5TE EZiLETE
35 |Equipmont - - - Z.0Z9.55d Z.0Z49.554 Z.0Z49.554 Z.0Z49.554 2.029.554 Z.0Z49.554 2.024.554 Z.0Z9.554 Z.0E9.554
x5
3T | Fwref Capitat Awuancr - - - 2550130 2550130 2.550.130 2550130 2550130 Z.550.130 2550130 Z.550.130 2550130
=3
ET
dU | Grmer prafit - - [13.dd1.665] 13.755.425 1%.755.425 13.755.425 13.755.425 13.755.425 1%.755.425 13755425 1%.755.425 1%.755.425
41
dz
4% |CGorporateIneome Tax 0,0 0,0 0,0 0,0 0,0 F 20,0 0,0 20,0 00 0,0 0,0
dd
45 | Cark Flmus After Tax - [15.477.450) (. F90.5TE) 12.554.470 1%.554.470 13.554.470 13.554.470 13.554.470 12.554.470 1:.554.470 12.554.470 13:.554.470
K, - [15.477.480) [22.62%.071) 11.20z.0d41 10,153,674 9.257.385 416260 T.651.145 E.45E GZE EIZEEED E.7d%.419 E.ZEE.¥35
q7
d% | HPY uwitheet incentiver | 32.*5*.55"
49 | Rats 1 32.555.55d
T
54
52 | Dircewntsd CAPEE - 15,477,430 0405373 - - - - - - - - -
53 |PYCAPEX [25.385.35%]
54
55 | Dircmwntsd Cark Flau (sxcl CAPEY - - [1z.219.6495) 11.20z.0d1 10153674 9.257.355 16260 T.651.145 5455 GIE EIZE.EZED E.Td#.419 5.ZEE.$35
55 | PY DGCF axcl. CAFET 55.7dd.40%
57
53
5y
[ ]
1 | Fluithewt incentirer | iy
iz | Ratas L

4 4 » »ycase 1 _HU_without incentives 4 case 1_HU_ with incentives
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Annex — Calculations

Case 1: Hungary — with incentives

Final Report

FYDGCF axcl. CAPEX

Fl with incentiver
Rats 10z

ES.ETEATO

[ ses ]

a | B | e | o ] F | G [ H [ ] J K L M H o P o

1 |case1
z |HUNGARY - with incentives
E
4 |EUR zouz] zial zodil =01 2z e zidd] zi15] | 017 2] zi014]

| 5 | 1| 2] %[ F| 5| | 7| 3] a 0] 1] 12|
B Capital Expasnditurser
T |Siee - 1.4E5. 554 - - - - - - - - - -
& | Euilding - Za0d,323 1.301.441 - - - - - - - - -
9 |Equipment - #0455 #150.4%5 - - - - - - - - -
| Ukilivicr - 19ET.EES 1L9ET.EEE - - - - - - - - -
1
12| Fwtwd Cwparx - 15.477.430 11,449,210 - - - - - - - - -
1z
14 | lmcantiver
15| Fard rwhridy - T.TEE.TA0 5.72d.605 - - - - - - - - -
1% | BT grant - - - 12057 12057
17
15| Fawdad fucomtimnr - T.TEE. TN 5.72d.605 13057 12,057 - - - - - - -
14
20 | Turmmwar
21 | Saler - - - 29,747,223 29, 747.223 29,747,223 E9.T4T.223 29,747,223 29.TdT.22F 29,747,223 29,747,223 29747223
A
2 | Dparatimnel Expanditurers
2d_|Faumaterial - - 4,414,954 4,414,954 4.414.454 4,419,954 4.41%.954 4.41%.454 4,414,954 4,414,954 4.41%.454 4,414,954
25| Labor (usiqhted) - - 664,373 EE4,373 [ATETE 654,373 EE4,373 £54.373 654373 EE4.3TE E54.373 654373
26 |Fauer - - 619,694 AR T 649,504 19,694 619,694 649,504 619,694 19,694 649,504 649,604
ET_|Warer - - E33.453 E3E.453 E33.453 233453 EIE4EE E3E.453 233453 E33.45% £33.453 2¥3.453
2% |Ear - - zad.d1% zad.dis zad.d1% Fad.d1% zad. 413 zad.d1% 2ad.d1% zad.d1% zad.d1s zad. 415
29 | Seucraqe - - d52. 240 d5E,Ea0 452, E90 d52. 290 d5E.za0 d5E,E90 d5z.z90 d5Z,za0 A5 E,E90 d52. 290
30| Tranrpork - - 1.T6E.955 1.TEE. 955 1.TEE. 955 1.TEE.9%5 1.TEE. 455 1.TEE. 955 1.TEE.9%5 1.T6E. 955 1.TEE. 955 1.TEE.9E5
£l
3z | Fwtawd Gpaex - - 134166 [EXTIREE 13441668 13441665 [EXTIRLE 13441668 1344166 134156 13441665 13441668
33
24 | Coark Fluu Bafurs Tax - - 7.738.740 - 19,466,273 16.312.643 16315643 16,305,555 16305555 16305555 1%.305,555 163 05,555 16. 305,555 16305 555
25
26 | Capital Al
27| Euilding - - - F ZEO.EEE ZE0.28E ZE0.2EE ZE0.EEE ZE0.288 ZE0. 288 F 260288
35 |Equipment - - - 1.014.777 1.014.777 1.014.777 1.014.777 1.014.777 1.014.777 1.014.777 1.014.777 1.014.777
x4
A | Fawbad Coapit of 35 waren o - - - 1.275.065 1.275.065 1.Z75.065 1.275.065 1.275.065 1.Z75.065 1275065 1.275.065 1.275.065
a1
dE
43 | Grmrr profit - - (134418 65) A5 00, dii 5.0 30,4590 15,00, 440 A5 00,450 15,030, 450 15,00, 440 15,030,440 A5 00, A0 15,030,450
a4

| 45 |
dé | Carparate | Tax {uith dovelopment bax allauanze ) 2,0 20,0 2,05 10,03 10,0 1,0 10,03 10,0 10,03 A0 10,0 10,0
47
4% | Coark Flues AFtar Tax - [7.725.740) 19,4662 72) 14.415.594 14,415,594 14,02 506 14,802,505 14,502,505 14,0250 14,802 5tk 14,302,506 14,402,505
49 | Dircmwnted Cark Flau - [7.725.740) (17.423.245) 1z.244.292 11,121,475 0110, 311 9,491,192 #.355.6249 7.596.025 905,473 E2TT.T0E 5.707.007
5il
51 | HPW with incentiver | 52.35;.1;3'
5z | Rats 10z 52366143
53
54
55 | Dircmwntsd CAFEE [uith incantivar) - T.TEE.TA0 5204157 10,518 [9.533) - - - - - - -
5i | F¥ CAFEX (12.922.278)
57
5¢ | Dircmuwnted Cark Flau (saxcl CAPEE with incs - - [12.219.695) 12233476 1121542 10,110,311 9,191,192 # 355,629 T.596.025 E.905.47% EETT.T08 5.707.007
54
i
1
6E
£3

W4 » w0 case 1 HU_ without incentives % case 1_HU_with incentives
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Annex — Calculations

Case 1: Canada — without incentives Final Report

a | 8 | o [oleE Fo | | x| ] | J K L M H Q F [

case 1

CANADA - without incentires

EUF 00| | z010] zo 1] E01z] zi1z] =0 1d] z015] z01E] 2017] EE| z014]
1 2| 2| 4f 5| 5] 7] 3] o 10] 1] 12|

Capital Expanditurar

Sike - 1425 343 - - - - - - - - - -

9 |Euilding - 3.90d. 523 1.301.441 - - - - - - - - -

10 |Equipmenk - FAF0.d%8 450,458 - - - - - - - - -

11| Ukilikizr - 1967253 1967253 - - - - - - - - -

13 | Fwtef Capax - 15.477. 440 M.4449.210 - - - - - - - - -

1 | Turmmwasr

17| Saler - - - ZA.TdT.ZE% 2. TAT.EES ZA.TdT.2E3 9. TdT.EES ZA.TdT.ZEE 9. TdT.EES 2. TdT.ZEE A TdT.EES 2. TdT.ZEE

14 |Dpsaratimnal Expanditurar

20 |Faumaterial - - 9,419,454 9,499,454 9,414,954 9,499,454 94149, 954 9,499,454 2419954 9,499,454 9.41%,954 9,419,454

21 |Labor(ucighted]) - - 1.400. 353 14005355 1.400. 353 1400558 1400, 355 1400558 1,400 5355 1400558 1400555 1.d400.55%

2z |Fauer - - E19.6494 E19.69q E19.6494d E19.694 E19.6494 E19.694 E19.6494 E19.694 E19.6494 E19.694

2E | Waker - - i Lk 2Er.45% £¥3.953 23F.45% 233953 23453 2¥3.495% kR LK 2FE.495% kR LK

2d |Gar - - 294,412 =ad. 412 29d.41% zad. 418 29d.41% zad. 418 29d.41% 2ad. 418 =9d.41% 2ad. 412

2 |Soucraqe - - 45z, 290 d5E. a0 452, 290 d5E.290 452, 290 452,290 A5, a0 452,290 45, Zan 452,290

2k |Tranrpork - - 1766955 LTEESEE 1.766.9%5 1LTEE9EE 1766955 1LTEE9EE 1. 766955 1.TEE9%5 1L7EE.9EE 1786955

2t | Fwtaf Bprx - - 14.157.652 14.137.E5% 14.157.653 14137652 14.457.65% 14137652 14.457.65% 14137652 14.157.65% 14157652

3 | Coark Flau Bafurs Tax - (15 477.450) (E2E.EFEHEE]) 15,554,570 15.5549.570 15.554.570 15.5549.570 15.554.570 15,554,570 15.554.570 15,554,570 15.554.570

3% | Gapital Allmuancs

2d | Euilding - - - Sz0.5TE 5Z0.5TE Sz0.5TE 5Z0.5TE 5z0.5TE S5Z0.5TE 5z0.5TE SZ0.5TE 5z0.5TE

25 |Equipmenk - - - 2.0249.554 2.029.554 2.0249.554 2.0249.554 Z2.029.554 2.0249.554 2.029.554 2.0249.554 2.029.554

37 | Fwdtwf Capitwd A wsrancs - - - 2. 550,130 2. 550,130 2. 550,130 2. 550,130 2. 550,430 550130 2. 550,130 2550130 2. 550,430

d0 | Brmrr prufit - - [14.157.653) 1Z.0049.440 12.009.440 1Z.0049.440 12,004, 440 1Z.009.440 12004440 1Z.009.440 12004440 1Z.009.440

4% |Carporate Income Tax 2T 1 =3 B =3 % B - B =3 B - B 27,1 - B 27,1 - B 27,1 271

d5 | Cark Flmu Aftsr Tax - (15.477.430) [E5.EZEFE3]) 12.031.410 12031410 12.031.410 12031410 12.031.410 12031410 12.031.410 12.031.d10 12.031.410

dE - (15.477.4%0) [2F.F06.239] 9942314 9.0F9.3TE %.217.615 T.d70.5549 E.791.d17 E. 174016 5.E1z2.Tdz 5.10z.d9z dEZEEZS

4% |HPY uithmwt incontiver

d9 | Ratas 0 2d.Z0E. 4d1

S |Dircmuwmtsd CAPEX - 15.477. 440 10,408,372 - - - - - - - - -

5: |PFYCAFPEX (5. 5%5.553]

55 |Dircmwntsd Cark Flau [(#xcl CAPER - - (12,597 56E] 9942314 9.0F9.3TE %.217.615 T.d70.5549 E.791.d17 E. 174016 5.E1z2.Tdz 5.10z.d9z dEZEEZS

5t |PYDCF axcl. CAFET .09z 294

Bl | Pluithmet incentiver 1,54

i | Rats 0

Case 2 Assumptions ,-{ case 2_IR_wit |<

M 4 » M[ycase 1 CA_without incentives
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Annex — Calculations

case 1 CA with incentives
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Case 2 Assumptions ,{’ case =_IF_wiit |{

C 1. Canada — with | ti Final Report
ase 1. Canada — witn incentives
a | B | © o E F G H ] J K L t H [ F o
1 |case 1
z |[CANADA - with incentives
E
4 |EUR zionz] | 2010 2] z0iz] z0iz] Z01d] z015] z015] zi17] zi1z] zify]
5 1 2] Bl d 5 5] il i 4] | 1] 1z
B al Expanditursr
[ - 142534 - - - - - - - - - -
# | Euilding - A0d.3EF 1301441 - - - - - - - - -
9 |Equipment - #1430 456 #.A80.456 - - - - - - - - -
0| Ukilikicr - 1L9ET.2EE 14ET.Z53 - - - - - - - - -
il
12 | Fwrel Capas - 15477, 450 1.dd9.210 - - - - - - - - -
1=
14 | lmcantiver
15 | FSE rwhridy 1.425. 35T
16| FddT grasrs #9933 TEE.TAY
17
1% | Futad fucontivear - z.32d. 721 TEE.TAS - - - - - - - - -
14
20 | Turmmwar
21 | Saler - - - 29.747.223 29.747.223 29.747.223 Za.7dT.223 Za.7dT.223 Za.7dT.223 29.7dT.223 29.7dT.223 29.7dT.223
B
2% | Dparatimnal Expenditures
2d | Faumaterial - - 9,419,954 4,414,954 4,414,954 4,414,954 49,414,954 49,414,954 49,414,954 9,419,954 9,419,954 9,419,954
25 |Labor [ueighted] - - 1,400,355 1.400.355 1.400.355 1400355 1400355 1400355 1400355 1.400.35% 1.400.35% 1.400.35%
26 |Fouer - - [ACRLE] 519,694 519,694 519,694 519.5aq 519.5aq 519.5aq 619,694 619,694 619,694
2T | Water - - ZIEA53 2334953 2334953 2334953 E33.45% E33.45% E33.45% LR LR LR
2% |Gar - - zad.d1% zad.d1% zad.d1% zad.d1% zad.di% zad.di% zad.di% zad.d13 zad.d13 zad.d13
29 | Seucrage - - A5z, za0 d5z.za0 d5z.za0 d5z.zan LR LR LR 452,290 452,290 452,290
30| Tranrpart - - 1.TEE.G5E 17669355 17669355 17669355 1766935 1766935 1766935 1.TEE. 935 1.TEE. 935 1.TEE. 935
3
iz | Fwtel Oprx - - 14.14T.653 14.137.653 14.137.653 14.137.65F 14147653 14147653 14147653 14457553 14457553 14457553
EES
34
35 | Cark Fluu Bafurs Tax - [13.152.759) iZd.a0d.11d) 15.5549.5710 15.5549.5710 15.5549.5710 15,554,570 15,554,570 15,554,570 15.554.571 15.554.571 15.554.571
36
27 | Capital Alleuancs
3% | Euilding - - - 457,260 457,260 457,260 dET.ZE0 dET.ZE0 dET.ZE0 4E7.260 4E7.260 4E7.260
39 |Equipment - - - 1.5949.662 1.5949.662 1599662 15949, L6E 15949, L6E 15949, L6E 1.E99.662 1.E99.662 1.E99.662
dir
d1 | Fwtad Capitad Afimirencr - - - E.3EE9ET E.3EE9ET E.3EE9EE Z.3EE92E Z.3EE92E Z.3EE92E 2386922 2386922 2386922
dz
FE
44 | Grmrr prufit - - (14.157.653) 12472648 12472648 12472648 12472 548 12472 548 12472 548 1z ATZ.E4% 1z ATZ.E4% 1z ATZ.E4%
d5
di.
47 | CGorporate Income Tax (uith EDGE tax rebate] 1,1 1,1 11,1 1,1+ 1,1+ 1,1 1,1 1,1 1,1 1,1 1,1 1,1
d%
49 | Cark Fluw After Tax - [13.152.759) 2d.a0d.114) 14102675 14102675 14,102 675 14102 575 14102 575 14102 575 14.402.575 14.402.575 14.402.575
50 | Dircmuntsd Cark Flau - [13.152.759) [ZZ.640.10d) 11655103 10,545 549 4632 T #.756.L5Z T.AE0EYE T.Z3E.A0E EETA.00E 5930911 5d3IT.192
51
5¢ | HFY with incentiver |
53 | Rate 0
| 54 |
55 | Dircmuntaed CAPET [uith incentives) - 1z.152.754 4. 7dz.237 - - - - - - - - -
5 | F¥ CAFEX [22.594.996]
57
5% |Dircmuntsd Cark Flau (sxc] CAPEE uith incs) - - [12.597.566] 11655103 10,545,549 4632 IHT #.756.E5E T.AE0FIE T.E236.A0E ESTA00E 5930911 5437192
54 | P¥ DCF axcl. CAPEX 519,35
50 ]
A
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Annex — Calculations

Case 2: Ireland — without incentives Final Report

a | B | =« o | E| F G H ] J K L 3] H 0 F o
1 |ecase 2
z |IRELAND - without incentives
E Yoar Yoard Woar Vear® Yoard Yoar oar & Woar T Vear# Yoard Year il
4 |EUR | zong] | z0i0] Z01] B 201z 24| Z0i5] B 2017] EE| B
5 | 1| 2| | o] 5| 5| 7| 3| 4] 10] 1| 1z|
3
7 | Capital Expanditurar
FE T3.E2E - - - - - - - - - -
9 | Euilding 1545000 1. 715000 - - - - - - - -
M |Equipment GET.HED 2319490 1159950 - - - - - - - -
11
12| Fudad Capax - *.25d.THE 1948 290 1159950 - - - - - - - -
1z
14
15 | Turmmwsr
1% |Saler a.777.580 15,454 540 530620 5. 749 #10 5749510 5. 749310 5. 719510 E.T19.510 5. 749,10 5719510
17
1% | Dpara al Expanditurasr
19 |Faumarerial 754,814 T.ITEAET 13,32 734 20,614,521 0.6 14,521 206 14,521 0614521 E0E14.521 20,514,521 Z0.6 14521
20 |Lakar (ucightsd) 1.114.544 1ezz.32d EEFERE 0456493 045643 045,693 045643 045,43 045643 045643
1 |Fauer £ 658 16.65% 2317 33T 2317 23T 3T 2317 3317 2317
Z2 |Waker 1.d51 1.451 1.d51 1.d51 1.d51 1.451 1.451 1451 1.451 1.d51
23 |Gar XL T ERLE T ERLE XL T AL T ERLE
zd |Tranrpart 136 T.350 T TO0 .22d.500 9,336,750 4336 TR0 9335, TE0 4. 336750 9,335,750 93 TEN 9335750
25
ZE | Fumdal Opex - - 5.75%.535 13.451.31% 1925540 33035450 3035450 33035450 3035450 33035450 33.0%5.450 3035450
7
1
29 | Cark Flau BEsfurs Tax - [:.254.786] 1.072.055 1edg.322 ZE01.TE0 EXETEL ZEEA.ZE0 ZEEd.FED FRETRL] EXETELT TEEDZEN EXET L
=0
2 | Capital Allmuancs
32 |Euilding - - E.000 EL000 3000 3000 000 EEIRLLY F.000 3000 3000 3000
33 |Equipment - - Z3 .90 EE.9a0 2319490 3900 Z3.9a0 FEIR LI EE.9a0 2319490 FEI LN z31.9490
=d
35 | Fudal Capitaf 3w once - - BEZ.990 BE .41 BEZ. 990 BEZ.990 BEZ.990 BEZ.990 5K 941 BEZ.490 BEE.490 BEZ. 990
3
37
3% | Ermes profit - - z.d5E 055 z.zd5.282 EREEALT zAz1.3T0 zAZ1IT0 zAz1.370 z Azl zAZ1ET0 zAz1.3T0 zAz1.3T0
39
q0
41 | Corporate Income Tax 12,5 12,5 1z,5 12,5 12,5 12,5 12,50 12,5 12,5 1g,5 12,5 1g,5x
dz
4% | Cark Flau After Tax - [3.254.786] TEE. 0% 1L3ET.EEZ Z. 3693 z.d19.159 EEICRED] Z.d19.159 EICRES] EXICRET] z.d19.159 EEICRED]
dd | Dircwuntsd Cark Fluu - [%.2Z54.T86] LR CE 1430.299 1763244 1652335 1.502.126 1.365.564 1.zd1.dzE 11255649 1.0Z5.97Z [EFRUE
5
di | HPFY uithewt incentiver
47 | Ratas 03 a.5z.997
4
49
50 | Dircmuntsd CAFEE - *.25d.THE 1. 769991 4B EETE - - - - - - - -
51 |FY CAPEX [5.453.414)
5z
53 | Dircmuntsd Cark Flawu [sxcl CAFET) - - Z.dEE. 459 Z05E.935 1763244 1652338 1.502.126 1.365.564 1.2d1.4z% 11285649 1.0z5.972 a3z
54 | F¥ DCF axcl. CAPEX 15166411
55
1
57
£
59 | Fluithmwt incantiver E
E0 | Ratas 0

Case 2 Assumptions '},case 2_ IR without incentives ,{’ case 2_IR_with incentives f case 2 LK witl | L
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Annex — Calculations

Case 2: Ireland — with incentives

Final Report

A | & | ¢ | E] F [ G [ H [ ] J K L [ H [ F o

1 |case Z
z (IRELAND - with incentives
3 feard Tear Tear 3 Yeard Year 5 Year Year T Year$ Year 10
4 |EUR [ zang] zona] B o] zoiz] zodz] zodd] zo15] B 017 oz zo14]
5 | [l H| B d c] | 0| 2] a 0] [ 1z]
3 al Expanditurss
T | Sike 7826 - - - - - - - - - -
i | Euilding 1.5 45, (i 1.745. 0 - - - - - - - -
9 |Equipment HET.HEN z31.490 1,154,450 - - - - - - - -
1
1| Fwtal Capex - 3.25d.T86 1.9dE, 99 1,154,950 - - - - - - - -
1z
17 | Imcentiver
19 | Fapitas grade - aTE. 438 Egd, 097 173493 - - - - - - - -
15 | Frarmimgy gresr dz.2d%
1%
17 | Fartaltucestivar - a7E. 43K EZE. 35 173893 - - - - - - - -
1
19 | Tarmmwsr
20 | Saler - 4. 7TT.550 15,45 9,541 Ed.5F0LEEN . T19.510 R T19.E0 R T19E0 5. T19.510 5. 719,510 5. 719,510 5. 719,510
]
e | Dpara al Expanditursr
23 |Faumaterial 3 T5d.31d TITZAET 13. 342,734 Z0.E1d.521 Z0.E1d.521 Z0.E1d.521 Z0.61d.521 20.61d.521 014,521 20614521
24 |Labor [ucighted) 1114544 1z xEd 2323421 4B EE OdE.EE 045593 05593 EXEERCE EXEERLE EXLERLE
25 |Fouer 16553 16553 3T 3T 3T IR IR IEFIT EFIT 3T
26| Water 1.454 1451 1451 1.451 1.451 1.451 1.451 1.454 1.454 1.454
E7 | Gar AT T T T =718 =T =T =T 71 ERIE
2% | Tranrpart 1567350 734,700 E.224.500 9336 TR0 9336760 9,336 760 9,336,760 9.EFE.TE 9EFE TR 9.EFE. TR
za
0 | Fatad fpex - - 758535 13.454.31% 1.9z 540 *2.035.450 *2.035.450 *2.035.450 *2.035.450 33035450 33035450 33035450
=
32 | Cark Flau Bsfurs Tax - (Z.2T#.350) 1695, 1522314 ZE0LTED EEELIED EEELIED EXEERIN EXEERIN ZEEDIED ZEELIED EXELRIY]
33
3d | Gapital Alleuancs
35 | Euilding - - ZET. 425 ZET. 425 ZET. 425 ZET.425 EET.425 E5T.425 Z5T.425 ZET.425 ZET.425 ZET.425
36 |Equipment - - 179,79 179792 179,792 179792 179792 179,792 179,792 179,79 LIERLH 17979
=7
3 | Fatad Capited 3ifwsrence - - 4z7.217 47247 437217 437217 4ET.EIT 437217 437,217 437217 437.217 437217
ET)
ET
41 | Grmrs prufit - - ZEZA0TE 2.371.054 264,563 z.2d7.043 z.2d7.143 z.2d7.14% z.2d7.143 z.2d7.14% z.2d7.14% z.2d7.14%
dz
EE]
dd | Corporatelncome Tax 12,53 12,53 12,53 12,53 12,53 12,53 12,53 12,5 12,5 12,5 12,5 12,5
d5
di | Cark Fluw After Tax - (Z.2TH.350) 1,370,390 1.525.932 Z.3FLEI E.d0E 46T E.A0EAET 2403 46T 403 46T 240346 T 24036 T 2403 AET
47 | Dircwunted Cark Flau - (Z.2TH350) 1,245,510 1.zed.401 1.751.472 1.6 44500 192, 36d 135K 59d 1233359 1.121.235 1019, 305 Gz dd
4%
49 | HPYT with incentiver
50 | Rats 0 10 771.230
51
5z
E: |Dircwwnted CAPEE [uith incantivas) - 2274350 1.2 0. 555 #Hd.5d1 - - - - - - - -
54 | FY CAPEX [4.293.777)
55
5i | Dircmwnted Cark Flau (sxcl CAPEE uith in - [ Z.AdE. 396 Z.07E.adz 1.754.472 1.6 41500 1.d9z.36d 135K 6ad 1233359 1.121.235 1.019.305 azE Edd
57 | PF DCF axcl. CAFET 15 0EE. 00T
£

54 | Pl uith incontives T
B0 | Rats 0
2]
[H]

Case 2 Assumptions 4 case 2 IR without incertives % case 2 IR with incentives . case 2 UK witl | <
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Annex — Calculations

L]

Pluitheut incantiver
Rats T

| T
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M 4 v | Ease 2 IR_without incentives i case 2_IR_with incentives %, case 2_UK_without incentives { case 2_UK_with inc: | <

C 2: Wal ithout | ti Final Report
ase 2: Wales — without incentives
5 | e | =& o | E| F [ H I J K L H H o F [
1 |case 2
z | WALES - without inceatives
E o ar it Yeard Woar Yoar Veard WoarE Yoark Vear T Woar Yoard ear 10
4 |EUFR [ z o0z B | B o] oz zoiz] zodd] =015 zo1e] zoi7] oz zo4]
3 | 1 2l E| d o A 7] 2 af 0] 1| 12|
3
7 | Capital Expanditurar
% | Sike TH.EZE - - - - - - - - - -
4 | Euilding 1.595.000 1. 715000 - - - - - - - -
10 |Equipment GZT.HEN 39490 1,159,450 - - - - - - - -
11
12 | Furef Fapex - .254.T46 1946390 1,159,450 - - - - - - - -
13
14
15 | Turmmwar
16 | Saler @ ITT.5H0 15,454,541 E4.530EZN E. 030 5T EN 5. 719810 E. 7930 5T EN 5. 719810 E. 7930
17
1% | Dparatinnal Expanditurss
19 |Fiau material 754514 7972457 12.342.734 Z0.64d.521 z0.E1d.521 20.614.521 Z0.64d.521 z0.E1d.521 20.614.521 Z0.64d.521
20 |Labar [ueiqhte 4] a6 SET 1436 507 2057036 Z.E4E. AT ZEGE. 54T Z.E4E. £dT 2646 54T ZEGE. 54T Z.E4E. 5T 2646 54T
1 |Fouer 16.E5% 1 EE% 2T 3T 2T 2T 3T 2T 23T 3T
2 [Waker 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451
3 [GEar T8 XS] ERLE T8 XS] ERLE ERLE XS] ERLE ERLE
zd [ Trarrpart 1.567.350 73700 E.ZZ.500 9,336 750 4,336,750 4336 TER 9,336 750 4,336,750 4336 TE0 9,336 750
5
6 | Fwraf dpax - - EETOLETE 1z 965,501 156 2. TEE TE.EHE.EN] IZ.EEE.EOd FEEEE0 T2.EHE.E0 IZ.EEE.EOd FEEEEED T2.EHE.E0
7
F3
9 [ Cark Flau Bsfurs Tax - [3.25d.T46) 1.199. 712 153,139 Z.EET.E6d LOFT.I0E XN EX RN LOFI.I0E XN EX RN LOFI.I0E
0
21 | Capital Allmuancs
2 |Ewilding - - 3000 3000 E.000 3000 3000 E.000 3000 3000 000 3000
3 |Equipment - - 3990 z3 1990 ZE.a90 z3.990 z3 1990 ZE.a90 z31.990 z3 1990 Z3.a90 z31.990
=d
EER T Y S T — - - BLz.gan0 BEZ.941 GE .90 BEz.940 BEZ.941 GE .90 BE.z.9a0 BEZ.941 GE .90 BE.z.9a0
=6
=7
% | Grmer profit - - 583,712 4310949 30457 ZATO.Z1E z.ATHE1E zATO.Z1E ZATO.ZIE z.ATHE1E zAT0.Z1E ZATO.ZIE
9
q0
d1 | Corporake Inzome Tax 0, 0,0 0,0 0,0 0,05 0,0 0,0 0,05 0,00 0,0 0,0 0,00
dz
4% | Cark Fluu After Tax - [3.25d.T46) dEd.5ag 1104504 EATE.AUE z.zaz.4di z.zaz.di z.z9z.1d1 z.zaz.idi z.zaz.di z.z9z.1d1 z.zaz.idi
44 | Dircuwntsd Cark Flau - [3.25d.T46) 5995 913065 1635163 1.565.563 14232349 1293554 117623 1069301 9Tz.0aE FEETE0
45
i HFPFYT uithmut incontiver
| d7 | Rats i £.063.439
| dE |
| 9
50 |Dircwwstsd CAPET - .254.T46 1,769,991 45%.E3E - - - - - - - -
51 |PY CAPEX [EREERIED
5z
E: [Dircuwnted Cark Flau {axcl CAPEX) - - z.ABE.a0 171,702 1635183 1.56E.5LS 1423234 1243454 1147623 1069, 500 L ELH FHEETE0
54 | P¥ DCF sxcl. CAFEX 14,06 #5%
55
EE
57
£
ER
]
1
iz
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M 4 » M4 case 2 IR _with incentives  / case 2_UK_without incentives b case 2_UK_with incentives

case 2_HU_without inc | <

A | & | « o | e F G H 1 J K L M H [ F o

1 |case 2
z |WALES - with inceatives
E Yearll Yeard VearZ Yeard Yearb Yoark Heard Year 10
d4 |EUFR | 20| | F| =] zilz] ziz] 201 z015] zits] z017| 2] g
5 | 1] 2] B df 5] 3| 7] & o 10] 1] 1z]
b
7 | Capital Expanditurers
FEET™ T2 - - - - - - - - - -
4 | Building 1545000 1.715.000 - - - - - - - -
10| Equipment YET.HE0 23,4940 1,159,950 - - - - - - - -
1
1z - =.254.78% 1,45, 940 1,154,950 - - - - - - - -
1z
14
15 - 1.301.415 TTE.TEE A3, 950 - - - - - - - -
16
17 - 1,301,415 75746 463850 - - - - - - - -
1%
14
z0 - 4777550 15,959,540 24,530,620 35,719,610 35,719,610 35,719,610 35,719,610 35,719,610 35,719,610 35,719,410
21
z2
2% |Faumaterial *.754.414 TITZAET 12,342,724 2i.614.521 20.614.521 20.614.521 20,614,521 20,614,521 20,644,521 2iL614.521
2d |Labar (usighted) agk EET 1436507 2057036 2696 54T E.E9E. 54T ZEYE ST 2695547 2.9 £dT 2696547 2696547
25 |Fouer 16655 16,658 33T 33317 33317 33T 33T 33T 33T 33317
26 | Water 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451
27 | Gar s =M T3 T3 T s = T3 T3 =743
2% | Tranrpark 1467350 734,700 6224500 9,336,750 9.336.750 4,336,750 9336750 936 TE0 9336750 9.336.750
24
30 | Fwdef Gpax - - EEI0ETE 12,965,501 21662, T5E IE6EE L0 I 66 B0 326 L0 IEEEEENG IEEER O I 66RO IE RGO
El
2
%2 | Cark Flau Bsfurs Tax - [1.952.872) 1.97%.50% 2298119 Z.867.564 03E.E06 03Z.205 033206 A0TEE0E OFEE0E OFE.E06 03E.205
=
35 | Gapital Allmuancs
36| Building - - 14500 1, 6 14, B0 198, 500 195, G 1495 JEEX] i, i 1, 00 195, G0
7 | Equipment - - 129,194 129,194 129,194 129,194 129,194 129,194 129,194 129,194 129,194 129,194
3
39 | Fwdwd Capitad Sffmsancs - - 337744 337744 337,794 337,794 337,794 337,794 337794 337,744 337,794 337,794
a0
41
42 | Grmer prafit - - ZA0E90E 265,295 2530070 2695412 2695412 2695412 2695412 2.695.412 2.695.412 2695412
qz
dd
45 | Corporate Inzome Tax 20,0 20,0 0,0 0 0,0 0,00 0,00 30,0 0,0 30,00 0,0 0,00
e,
47 | Cark Fluu AFter Tax - [1.952.872) 1135435 1,501,230 ZANE 543 z.z24.582 z.224.5%2 z.22d.5%2 z.224.582 224,582 z.22d.582 z.z24.582
4% | Dircmuntsd Cark Fluu - [1.952.572) 1.032.57% 1240656 1.5%d.405 1.519.dz0 1381291 1.255.714 1141562 1037744 443, ddiy #5T.ETS
d4
50 | HPY with incentiver
51 | Rats i 10,041,635
5z
53
54 | Dircmwntsd CAPET [uith incentiver) - 1952872 1,061,995 575152 - - - - - - - -
55 | F¥ CAFEX [Z.590.0d%)
5§
57 | Dircmwnted Cark Fluu (excl CAPEE with i - - E094.572 1#15. 868 1,554,405 1,519,420 1361291 1255714 1141562 10ET. T4 43, ddiy #5T.6TE
5 | P¥ DCF axcl. CAPEX 12,631,723
54

E0 | Pl asith fmcentines —TH
i1 | Ratas i
L
X
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a | B | ¢ | ®

case 2
HUNGARTY - without incentives

Yoard Yoar g Year 3 Yeard Year 5 Year b Year T Veard Yoard Yoar 10
EUF [ zo0a] z010] | 2z 2013 z01d] zo15] zo1s] z017] 2013 2019

[ 1] z[ E F| 5[ & 7| 3] 3 9] 11] 12|

Capital Expanditurar

-
=

-
=

—
S

Y Y (Y
o i | |

-
f=r]

-
%

-
by

[
=

Sike
Euilding
Equipmont

TFuref Coepax

Turmmwsr

Saler

Fiau material

Lakaor (uciqhted]

T2
1.595. 000
QET.9E0

FEEA.TER

1.715. 000
231990

1945, 9910

9.TTT.550

3754514
A9, 9

1.159.950

1.159.950

15.9549.590

T.ITEAET
Tid.680

£d. 5F0.EZ0

15.5342.724
10240

FE.T19.E10

614521
1341715

FE.T19.510

0614521
1341715

FE.T19.510

14,521
1341715

ZE.T19.510

k14,521
1.341.715

ZE.T19.510

2k1d.521
1.341.715

ZE.T19.510

k14,521
1341715

ZET19.510

2l i1d.521
1341715

ra

Foucr

16.65% 16.65% exidby exidby xRl by FEET FEET EHT 2T 2T
Waker 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451 1.451
Gar EA gt EA gt e gt e gt R T8 T8 EA gt EA gt EA gt
Tranrpork 15673250 3734700 E.22d.500 9.3FE.TEO 9.3FE.TEO 9.3FE.TEOD A.EZE.TEO 9.EZE.TEN 9.Z3E.TEN 9.33E.TE0

Futef Opsx - - %.13d.950 12245674 FARTL RS FLEHATE FEH.ATE F.3¥ATE F.3314TE .331dTe H.3FATE H.3FATE

Cark Flau Bafurs Tax - (326 TEE) 16495640 2.555. 6k Z.A01d99 d.3E833% d.3E833% d. 38835 L c2:E k2 L c2:E el 4335 E3% o335 F3%

Capital Allmuancs
Euilding - -
Equipmont - -

ZEL000
231990

ZEL000
231990

ZEL000
231990

F3.000
231990

3000
£31.990

23000
231990

23000
231990

23000
231990

ZEL000
231990

ZEL000
231990

Futef Capitaf Aiiwsrancr - - Sk, 990 Sk, 990 SEZ.990 SEz.990 SEz.990 SEE.990 SEZ.a90 SEZ.a9n Sk, 990 Sk, 990

Bramrr prufit - - 2079610 ERLER FY 2.338.509 3.526.24% .526.24% .526.24% x826.242 826242 826 zd% 826,242

Corporate Income Tax 20,0 20,0 20,0 0,05 0,05 0,0 20,0 20,0 20,0 20,0 20,0

Cark Flau Aftar Tax -
Dircmuntsd Cark Flau -

1079683
L3 -l

1925 280
1591224

ZEFRTE
2.dza.end

ZEZIZEE
2474, 741

ZEEIZEE
2.2d9.Te5

ZEZIEEE
z.0d5. 241

[3.25d.755)
[3.25d.758)

FEZI.ZEE
1564910

FEZF.EEE
1ed0 2

FEZEEEE
1526619

ZEZEEEE
1346 927

HFY uithewt incentiver
Rats 10 15,000 455
Dircmuntsd CAPEX -
FY¥ CAFEX (5.93%.414)

F.EEA.TEE 1.769.991 95 £ ESE - - - - - - - -

Dircmuntsd Cark Flau [#xcl CAFEX]) - -
FYDCF axcl. CAFEX FR xR ]

YT

2. 751525 2.5d9. 560 2429600 474,741 2.2d9.Te5 Z.0d5. 241 1554910 1e90z3 1556619 1396927

Fluithmut amtiver
Rats 10z

et E e D A N EL AL N ET N T QT NCT, WET, -0 A 0 9 A 90 9 ) [PV [PCY [P (VR (IR CPER OV (PR (VR VR DR DR L TR LR DR LY LR
T C o BN B ) B ) fr g (e (o) B B3 prog ey v e ) s ey Pl o =g -3 Y B A 3 - Dl ol B P Y-S Y Bl B S -y E F o)

M 4 » w|f case 2 UK without incentives /. case 2 LK _with incentives %, case 2_HU_without incentives / Case 2 HU_with'in | <
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A | e | e | o |[E] F [ | H I J | 3 L | M H [ | F o |

1 |case Z
z |HUNGARTY - with incentives
k] Tearl Yeard TearZ Yeard Tears Yeark Yeard Year il
4 |EUR | B ziona] 2ot 2] z0iz] IR 20| 2 015] 2] 2017] 2] z014]

| 5 | [ [ B E 4] 5| & 7] 2] 4] 10] 1| 1z|
E
T Capital Expanditursar
% | Sike TI.EEE - - - - - - - - - -
4 | Building 1.5 95, (i 1. 715000 - - - - - - - -
10| Equipment AET.AED ZF1aan 1.1549.950 - - - - - - - -
1
12 | Fuwted Capax - 3E5d.TEE 1.9dE. a0 1.154.950 - - - - - - - -
1=
1d | Imcantivar
15 | dwd crur wdimn rwhridy - ERIT QTR 195000 LR - - - - - - -
16| Frafming 1z.0zE
T
15 | Fudud fucontivar - ERIT FER 195000 LR - - - - - - -
14
2l | Turmmwar
1 | Faler - 9777550 15.459.5491 Z4.5F0LEED IR 719510 5. 719,810 5. T19.510 6719510 FE.T19.510 IR 719510 5719510
2z
¢3 | Operatimnal Expanditursr
zd | Fiau material 75414 T.TTE.AET 12342754 2iLE14.521 20.61d.521 z0.51d.521 Z0.61d.521 Z0.61d.521 2iLE14.521 20.61d.521
25 |Lakar [usiqhted) 90,9 5E Tid.E30 102340 1.3d1. 715 1.3d1.715 1.3d1.715 1.3d1.718 1.341.715 1.3d1.715 1.3d1.715
26 |Foucr 16558 1553 3T 33T 3317 3T 3T 3T IEIIT 3317
ET | Water 1.454 1.451 1.451 1.454 1.451 1.454 1.451 1.451 1.454 1.451
2% |Gar T XA T NS 71 T XA T NS 71
29 | Tranrpark 1557350 ETETI0 6.Z2d. 500 9,336, TE 0 9,336, 75D 9336, T 9,33, 750 9,336, TR0 9,336, TE0 9,336,750
=0
H | Fwted Apax - - [RErKT] 12243674 FIRFLRES] 33472 331472 HIFLATE 33472 H.33.4TE H.331.472 331472
=z
Ex]
34 | Cark Fluu Esfurs Tax - [3.250.T86] 1904635 2. 751965 d.1d5. 44 4358335 A.356.33% dIEEIEE 4358338 A3 56358 d.3E8.33% d.356.33%
=5
3k | Capital Allmuancs
3T | Building - - X LTI 3000 xR 000 31000 FE.000 3000 xR 3000 3000
| Equipment - - 2E1aan Z31.990 Z31.990 z3.990 z31.a90 zE.a90 Z31.990 Z31.990 Z31.990 z31.a90
x4
A | Fudad Capitat S mrance - - BE 2990 BEz.ad0 BEz. o0 BEZ.990 BE2. a9 BE 2990 BEz.ad0 BEz. o0 BEZ.990 BE2.a00
a1
dz
43 | Grmer profit (uith develnpmsnt tax allmuq - - EATEEEE Z0FZ.ATE 15509 T05. 3% TG Fd% ERLEETE =T05.3d% 3T FdE T05.3d% TG Fd%
EE]
d5
di | Gorporate Income Tax E 2,0 0,0 E 2,0 20,02 E 0,0 E 2,0 20,02 E
a7
4% | Cark Flmw After Tax - [3.250.T86] 1310110 2145350 B0 Tag EAT.ZRE EdT.2ES EAT.ZRE EdT.ERS EAT.ZEE EdT.ZRE nEdT.ZES
49 | Dircuwntsd Cark Fluw - [3.250.T46) 1491009 1773042 2630952 EXCIREE Z.EREET ZOBETEE 1.£71.625 1701478 1.5k T9% 1406 150
£
51 |HPY with inceantiver
52 | Rats i 15554535
53
54 | Dircwwntsd CAPEE (uith incentiver) - E50LTEE 1579965 T9E.EET (183321 - - - - - - -
55 | F¥ CAPEX (5.ddd.0%4)
5E
57 | Dircwwntsd Cark Fluu (sxcl CAPEE uith in - - Z.TT04TS 2.569.595 2. 44T 631 EXLIRES Z.EEAEET ZO5E.TEE 1571625 1701478 1.5dE. 795 140K 150
5% | F¥ DCF sxcl. CAFET 142970
54
B0 | Pl with incentiver E
1 | Rats 0
Lz
%]

4 » i fCase 2 HU without incentives . case 2 HU with incentives

January 2008



Annex — Calculations

Case 2: Canada — without incentives

Final Report

& | B | ¢

case 2

EUFR

Capital Expan
Sike

Euilding
Equipmenk

-
=

-
=

-
()

Futad Caprx

-
(]

Turnmwar
Saler

P
. |in B

-
]

-
=

Operatinnal Expanditursr
Faumaterial
Lakor {ueiqhted)
Faucr

Waker

Gar

Tranrport

-
b

r
=

s

Fwiwf Bprx

Cark Flau Bafurs Tax
Gapital Allmuancs
Euilding

Equipment

Futad Capivral Al wsrancr

Corporate Income Tax

Cark Flau Aftsr Tax
Dircmuntsd Cark Flau

HFY witheut incentiver
Ratas 10

Dircmuntsd CAFEX
FY CAFEX

PYDCF axcl. CAPEX

Fluitheet incontiver
Ratas 10

A Ca EL R A (L R EC T RET ET (RO, W O 0 W N S W 0 ) (V) [P (YR (OCR CRCR PN [CR (RCR OOV PR LR L0 YR R LR R ()
LNy £ e o (o) B O W Dy [T By P Py e o) e o (ol Pl e =g - B v - S ) ) (o) [l B B oy - v E ST A o) | o)

o

CANADA - without incentives

Weari

Veard

YearZ

Weard

Yeark

Veark

Year T

Year#

Yeard

Vearid

zooa]

zoto]

zo11]

201z

2013

zio1d]

zo15]

26|

2017

z01z]

zo1a]

zo0E]
1

2|

E|

qf

5[

5|

7|

2

af

i

1]

1z]

Dircmuntsd Cark Flau (sx<l CAFEX)

T35 46

[5.9%2.d41d)

15798580

TR

TH.E2E
1.595. 000
QZT.9E0

264 TEE

(3254, 7468

2T, 1

[Z.25d.758)
[Z.254.785)

.25d.T5E

B
M4 v M case 2 HU without incentives case 2
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1.715.000
31990

1.946 990

49777550

N L]
1.055.625
1665
1.451
Mz
1,367,250

£ BS99 E1T

1430573

3000

2231990

BEZ. 590

.514.972

2T 1

dd4a.16d
40221

17649991

cATE IR

HUI with incentives . case 2 CA without incentives

1.159.950

1.159.950

15.959.590

T.IT2. 48T
1.556.563
16.E5E
1.451
ENRE]
273700

15.065.557

1734053

ZE1L000

221,990

GEZ.9%0

2331043

27,1

110z.13%
910,257

955636

1E69.494

2d 5E0EZ0

15342734
.20 13
32T
1.451

EN St
E2ed. 500

21506052

.Ted. FEE

X3 Nl

221990

GEZ. 940

. 161.59%

27,1

2135579
1EOE T4E

106 TdE

174

35719510

zn.k1d.521
S ESE
IEET
1.451

EN Rt

9. TED

SE.ETd.ddd

. #d5,F08

231000

221,990

GEz. 990

CEELFTE

A Fd

Z.ZZE.E1d
1520507

1520507

FE.T19.E10

0.6 14.521
2B
IEET
1.451
NNt
9335750

S2.ETd.ddd

FE LR

23000

221990

GEZ. A9

Z.EEEETE

2T 1

C.2ZE.E1d
1.z22.652

1.3$2.552

Z5.719.510

20,614,521
2 EELEEE
33T
1.451
N
9FFETED

F2.37d.ddd

2. $d5. 358

3000

2231990

BEZ.590

Z.EEEETE

2T 1

C.EZE.E1d
1.256.%65

1256365

35 T19.510

014,521
2.5Ed.EEE
3T
1.451
ENRE]
QFFE.TEN

F2.87d.ddd

2. 3q5. 38

ZEL000

221990

GEZ.9%0

Z.ZEE.ETE

27,1

Z.2Ek.E1d
1.4dz.605

1442605

5. 719.510

en.61d.521
F-2 3 N -1
2T
1.451

EN Rt
AFFETED

SE.57d.ddd

.35 R0

xR

221990

GEZ. 990

CEEEETE

27,1

Z.2EE.E1d
10zE 722

1038732

ZE.T19.510

zn.k1d.521
.58 E5E
IEET
1.451
ARt
9.3, TED

SE.ETd.ddd

Z.5d5, 568

231000

221,990

GEz. 990

CEELLFTE

2T, 1

Z.2ZE.E1d
add. =02

add,x02

FE.T19.E10

0.6 14.521
2EEdEES
IEET
1.451
M2
9335750

S2.37d.ddd

2. 545,358

3000

2231990

GEZ. 5490

Z.2EEETE

o b

C.EZE.E1d
55458

54456
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a | B | ¢ | o

-
=

-
=

—
S

[ Y P
o |in & (i

-
f=r]

-
=

-
r

ot
=

rt

e Bl B EE A T N EE N ET N C BT N EE BT TS T T I 0 U U (N 50 9 (P [C) (R (TR (RO (U [PUR (VR OCR DR TR LR T LT L Y )
T Ry = ) By Eer) - b, oy Cer Fovy B =3 - o oy e Ul sl o v e =) -3 Y B O, B Do) D) B P R B B B S ) 4 v o)

M4 v M ¢ case 2_HU_with incentives

case 2
CAMNADA - with incentives

Wear

Vearg Wear2 Weard

YearS

Wear b

Year?

Wear®

Veard

Wear

EUR [ zooz]

B

B R | EH|

EE |

z0d]

2015]

z0de]

B |

2]

z014]

z[

E E] 5[

5]

7[

3]

af

0]

1]

1z]

Capital Expanditurar
Sike

Euilding

Equipmenk

Twitaf Capsrx -

Incamtivar

IEE rwhridr -
Fwtaffncrntivar -

Turnmwar
Saler

Oparatimnal Exps
Faumaterial

Labar [usighted)
Foucr

Waker

Gar

Tranrpark

Fwtal Bprx -

Cark Flau Bafurs Tax -
Capital Allmuancs
Euilding -

Equipmenk -

Fuwtal Caprtaf 3 msrencr -

Grarr prafit -

Corporate Inzome Tax

Cark Flau After Tax -
tad Cark Flau -

Dirc

HPY with incantivar

Rats 0 10.224.007

Dircmuntsd CAPEE (uith incentiver]) -
PY CAFET (5251554

Dircmuntsd Cark Flau (sxcl CAPEX uith in -
PFYDCF axcl. CAPEX 16075, 595
10

TH.ETE
1.5%5. 000
G2T.HED

3.25d.TEE

THL.EZE

THLEZE

[e.5ez.961)

1,1

(522 961
(E.522. 961

zhzz. 96
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1.745. 000 -
231990 1.159.950 -

1.9d. 9490 1.159.950 -

9.777.580 15.959.5490 24520620

2.754.31d
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16.65%
1,454
T
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T.T72.467
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=T

AL Al
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220032
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=T
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EENET
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Effectiveness?
Matrix of inward FDI performance and potential, 2005°
High FDI performance Low FDI performance
Front-runners Below potential
Azerhaijan, Bahamas, Bahrain, Belgium, Botswana, Brunei Algeria, Argentina, Australia, Austria, Belarus, Brazil, Canada,

High FDI potential

Darussalam, Bulgaria, Chile, China, Croatia, Cyprus, Crech
Republic, Dominican Republic, Estonia, Hong Kong (China),
Hungary, lceland. Israsl. Jordan, Kazakhstan, Latvia, Lithuania,

Luxembourg, Malaysia, Malta, Metherlands, FPanama, Foland,
Porugal, Qatar, Singapore, Slovakia, Thailand, Trinidad and
Tobago, Ukraing, United Arab Emirates and United I{ingdcnm.

Denmark, Finland, France, Germany, Greece, Ireland, Islamic
Fepublic of Iran, Italy, Japan, Kuwait, Libyan Arab Jamahirya,
Mexico, New Zealand, Norway, Oman, Republic of Korea, Russian
Federation, Saudi Arabia, Slovenia, Spain, Sweden, Switzerland,
Taiwan Province of China, Tunisia, Turkey, United States and
Yenezuala.

Low FDI potential

Above potential
Albania, Angola, Armenia, Colombia, Congo, Costa Rica, Ecuador,
Egypt, Ethiopia, Gabon, Gambia, Georgia, Guyana, Honduras,
Jamaica, Kyrgyzstan, Lebanon, Mali, Mongolia, Morocoo,
Mozambigue, Mamibia, Nicaragua, Republic of Moldova | Romania,
Sierra Leone, Sudan, Suriname, Tajikistan, Uganda, United
Republic of Tanzania, Uroguay, YViet Nam and Zambia.

Under-performers

Bangladesh, Benin, Bolivia, Burkina Faso, Cameroon, Democratic
Republic of Congo, Cdte d'lvoire, El Salvador, Ghana, Guatemala,
Guinea, Haiti, India, Indonesia, Kenya, TFYR of Macedonia |
Madagascar, Malawi, Myanmar, Nepal, Niger, Nigera, FPakistan,
Fapua Mew Guinea, Paraguay, Peru, Philippines, Rwanda,
Senegal, South Africa, Sri Lanka, Syrian Arab Republic, Togo,
zbekistan, Yemen and Jimbabwe.

Source; UNCTAD.

* Thres-year moving average for 2003-2005. Because of unavailability of data on FD| potential for 2006, the data for 2005 have been used.

Incentives analysis for promoting regional development

PricewaterhouseCoopers

185

January 2008



Annex — Incentives in the world

Final Report

Inward FDI Potential - Methodology of UNCTAD

The Inward FDI Potential Index captures several factors (apart from market size) expected to affect an economy’s attractiveness to foreign investors.
It is an average of the values (normalized to yield a score between zero, for the lowest scoring country, to one, for the highest) of 12 variables (no
weights are attached in the absence of a priori reasons to select particular weights):

» GDP per capita, an indicator of the sophistication and breadth of local demand (and of several other factors), with the expectation that higher
income economies attract relatively more FDI geared to innovative and differentiated products and services

» The rate of GDP growth over the previous 10 years, a proxy for expected economic growth
» The share of exports in GDP, to capture openness and competitiveness

* As an indicator of modern information and communication infrastructure, the average number of telephone lines per 1,000 inhabitants and mobile
telephones per 1,000 inhabitants

» Commercial energy use per capita, for the availability of traditional infrastructure
» The share of R&D spending in GDP, to capture local technological capabilities
* The share of tertiary students in the population, indicating the availability of high-level skills

e Country risk, a composite indicator capturing some macroeconomic and other factors that affect the risk perception of investors (the variable is
measured in such a way that high values indicate less risk)

e The world market share in exports of natural resources, to proxy for the availability of resources for extractive FDI

e The world market share of imports of parts and components for automobiles and electronic products, to capture participation in the leading TNC
integrated production systems (WIR02).

e The world market share of exports of services, to seize the importance of FDI in the services sector that accounts for some two thirds of world FDI.

» The share of world FDI inward stock, a broad indicator of the attractiveness and absorptive capacity for FDI, and the investment climate
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Rank Country Score Rank Country Score
1 United States 0.62 16 Belgium 0.39
2 Singapore 0.46 17 Korea, Republic of 0.37
3 United Kingdom 0.45 18 Australia 0.37
4 Canada 0.44 19 Denmark 0.37
5 Luxembourg 0.43 20 Taiwan Province of China 0.37
6 Germany 0.43
7 Norway 0.42 38 Czech Republic 0.27
8 Sweden 0.42 39 Lithuania 0.27
9 Qatar 0.42 40 Libyan Arab Jamahiriya 0.27
10 Iceland 0.41 41 Hungary 0.26
11 Hong Kong, China 0.40 42 Latvia 0.26
12 Netherlands 0.40 43 Cyprus 0.26
13 Ireland 0.40
14 Finland 0.39 139 Haiti 0.06
15 France 0.39 140 Congo, Dem. Rep. 0.04
141 Zimbabwe 0.02
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Investment Incentives are attractive to foreign investors

Investment Incentives are attractive to foreign investors

Country Values
Ireland 8.59
Netherlands 7.78
China 7.20
United Kingdom 6.85
USA 6.84
Belgium 6.52
Germany 6.12
France 5.92
Japan 4,94

Source: IMD, World Competitiveness Yearbook, 2007
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