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For Small- and Medium-Sized Companies
these packages can total up to:

[] Investment

Generous incentive packages reduce investment costs in Germany.

|:| Market

|:| Trade

| Productivity

L1 industries ==
Gov. Loa_ns, 47%
259%, Guaranties, and
[ Taxes Holding
B ncentives Down Payment of
the Investor
] contacts
Eastern German States Western German States

Source: BMWA, Invest in Germany

Invest in Germany , Federal Ministry of Economics and Technology , August 2005

Large Companies may receive:
grants up to 35%

in Eastern Germany and
up to 18 %
in Western Germany

Medium-sized defined:

Less than 250 employees with a maximum
annual sales of € 50 million or maximum
total assets of € 43 million

A large company may not hold more than a
25% share in the firm

Small-sized defined:

Less than 50 employees with a maximum
annual sales of € 10 million or maximum
total assets of € 10 million

A large company must hold less than a 25%
share in the investing firm
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[] Investment

[] Market

[ Trade

| Productivity
L] Industries
[] Taxes

. Incentives

|:| Contacts
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Source: BMWA, Invest in Germany

Invest in Germany , Federal Ministry of Economics and Technology , August 2005
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1 Investment

[] Market

[ Trade

[ Productivity
L Industries
L] Taxes

. Incentives

D Contacts

Other state and local incentives are available across all of Germany to small- and medium-sized* businesses.
Source: BMWA Database

Region
Size
of the
Company

Small up to:

Medium up to:

Large
Companies

up to:

KEY

R\ A
SANVRS
= W 3 @
L OF
W, AN
(T
Investors may profit from a variety of support programs, which vary by region.
Rostock
C D E Wilhel . Schwerin
28% 15% 15% . . LR Frankfurt
(Oder)
28% 7.5% 7.5%
. [
e Duisburl')gortrnu ipzig
Dre
18% 0% 0% Chemnitz
® Heidelbérg ® Niirnberg
100 KM

B Incentive Region
@ Incentive Region
Incentive Region
Incentive Region

* Incentive Region

Invest in Germany , Federal Ministry of Economics and Technology , August 2005

A
B
C
D
E

® Karlsruhe
®  Stuttds

® Freiburg

* stipulated by the sizes of the parent company and owners’ holdings.
s aslo \Al
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] Investment
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[ Productivity
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] Taxes
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Source: BMWA Database

Invest in Germany , Federal Ministry of Economics and Technology , August 2005

Rostock

. Schwerin

CCUILE  Frankfurt

(Oder)

Potsdam

. [
9 Duisburl')gortmu .
Leipzig
Dre
Chemnitz

® Heidelbdrg ® Niirnberg

® Karlsruhe
®  Stuttds

® Freiburg
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Incentives in Germany
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Incentives at a Glance

Germany offers numerousincen-
tives to all investors - regardless
of whether they are from Germany
or not. Funds are provided by the
German government, the individual
federal states, and the European
Union [EUJ. Incentives in Germany
have alasting effect on new busi-
ness as they support companies at

all stages of the investment process.

Supporting New Investments

Many incentives target new invest-
ments with a specific focus on pro-
moting economic growth. Germany
has EUR 26.3 hillion funding provided
by the EU (co-financed using means
obtained from German national and
regional budgets) at its disposal until
2013. In addition, Germany and its
individual states also make their own
incentives funds available. When it
comes to investor production facility

set-up costs, investors can count
on a number of different measures
from Germany's extensive invest-
ment incentives package. The main
instrument are cash incentives pro-
vided in the form of non-repayable
grants.

Promoting Innovation

A major focus of Germany's financial
support is put on assisting research &
development (R&D] activities in
Germany as this is considered to be
among the mostimportant areas
for the development of the German
economy. Accordingly, industry

and the public sector have made a
commitment to spend around three
percent of national GDP per year

on R&D activities. This amounts to
approximately EUR 70 hillion R&D
spending each year. In addition, an
unprecedented campaign to foster
the advancement of new technolo-
gies has been launched by the Ger-

Germany's Different Incentives Packages and Respective Programs

man government. This campaign -
known as the "High-Tech Strategy’'-
is combining the resources of all
government ministries to commit
more than EUR 5 hillion annually

to the development of cutting-edge
technologies in the form of project
grants.

Incentives Programs

There are a number of incentives
programs available which can be
grouped into two overall packages:
the investmentincentives package
which includes different measures
to reimburse investment costs; and
the operational incentives package

to subsidize costs once the location-
based investment has been realized.

Investment incentives can be made
up of cash incentives, interest-re-

duced loans, and public guarantees.
Operational incentives package com-
ponents include labor-related incen-

tives and R&D incentives.

Cash Interest-
Incentives reduced Loans
| |
GRW KfW Loans

[Investment Grants)

| |

IZ (Investment
Allowance)'

" only in Eastern Germany

Facts & Figures 2013 www.gtai.com

[National Level)

State Develop-
ment Bank Loans

Public Labor-related : .
Guarantees Incentives Eelleenives

| | |

State Recruitment B nte
Support
| \ \
Combined State/ Training L

Federal Support il

Wage Subsidies

|
Silent/Direct

Partnerships

L]
‘a"- ® GERMANY
!\\"i TRADE & INVEST
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Incentives Meeting German Incentives Meet Immediate Capital Needs of Investors

the Capltal Needs Of The instruments depicted below are the instruments most frequently used &3‘5 olassl QM
Investment Prﬂjects in Garmany over the diffarent phases of an investmeant project.

; ; y Fregquent German Instruments
Investment incentives and operatio-

nal incentives can be cormbined. O | e
This means that support does not
stop at one point, but 15 avallable

at all of the different investrnent
process stages and beyond - suiting
the financial needs at each step of
the project.

— Passible Incentive Valume
e -— Investment Volume

igieshment ] I e o

{nvestment & [ncentives Volumes

- Employment
Ouring the investment phasa [when a,,dprrﬁmmg

capital needs are high), cash incen- fncenfives BT nfias
: . ; ‘ ‘ }
tives programs reimburse direct ! ] ! !
; 1 2 3 4 5 Years
investment costs by providing non -
Source: Adapted from (RO (2007] and KPME (200671
repayable cash grants. Public loan

programs and guarantees round off

fncentive Package

T RO W . Company size 1s determined Same programs may even specifi-
Pl S accorcing to a European Unian- cally target SMEs [this 1s very often
wide classification system in the case with R&D programs).
Unce operations have started, labor- : o : R ]
: which enterprises are categorized
related incentives programs support . . . )
3 : as being small, medium-sized or Othercriteria determining project
companies during all stages of put- . o : .
: ; large according to their employee eligibility may be defined subject to
ting together aworkforce Particular o .
i numbers, annual turnover and/for individual incentives programs and
emphasis s placed on R&D projects
annual balance sheet total federal state regulations

which receive financial assistance

from a number of different programs Most incentives programs offer the

highest incentives rates to small and

How to Determine Investment . .
medium-sized enterprises [SMEs]

Project Incentives Levels
Each incentives program defines
industries as well as forms of in-

Criteria Determining Company Size

vestments [e.q. greenfield projects Rrhal
or expansions) eligible for funding g::gpgpy E';"rﬁl;gf: .I’t.\'.'l"rnn"':‘}er or Balance
Foreign investors are subject to ex- gory Sheet Total
actly the same conditions available
to German investars. Srnall Enterprise € <EUR 10 million Ed < EUR 10 million
Each program has a set of criteria . i i ) .

3 Medium-Sized Enterprise | < 250 < EUR 50 million B <EUR 43 million
[such as company size or planned
investment project location] which
determine individual investment Large Enterprise =250 = EUR 50 million $>EUR 43 million
project incentives levels.

L]
‘a"- # GERMANY
\\-'i TRADE & INVEST

The criterion concerning the headcountis compulsory
Inaddition, either of the annual turnover or the balance sheet criteriamust also apply

Source: Evrapean Commission

Facts & Figures 2013 www.gtai.com
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Cash Incentives

Investment Incentives Package

Facts & Figures 2013 www.gtai.com

Operational Incentives Package

Cashiincentnes Interest-Reduced Loans  Public Guarantees Labor-Related Incentives R&D Incentives

Effectively Reducing
Investment Costs

Cash incentives are a means of
significantly reducing production
facility set-up costs. Germany offers
two major programs directing the
allocation of these cash incentives:
the Joint Task Program for the Pro-
motion of Industry and Trade (GRW -
Gemeinschaftsaufgabel and a special
cash incentives program to promote
investment activities in Eastern
Germany called the Investment
Allowance (IZ - Investitionszulage].

GRW Cash Grants

The Joint Task Program regulates
the distribution of non-repayable
grants for investment costs through-
out Germany. Money available
through this program is usually
distributed in the form of cash pay-
ments. The amount granted is cal-
culated depending on either invest-
ment costs or assumed wage costs
(of the future operating business).

Regions with the highest incentives
rates offer grants of up to 30 percent
of eligible expenditures for large
enterprises, up to 40 percent for
medium-sized enterprises, and up
to 50 percent for small enterprises
respectively. Several regions within
the western parts of Germany as
well as Berlin are also designated
incentives regions, although with
lower aid intensities. Each state is
free to determine individual ceilings,
but is bound to the maximum incen-
tives level prescribed by its respec-
tive location. GRW funds must be
applied for before the investment
project begins. Germany Trade &
Invest's incentives experts offer
specific information and consul-
tation services in advance.

Incentives Regions and Pos
Defined by the GRW Program

Amsierdam

i £
RHEINLAND- 7" "=

Lusembaurg ™~ ) ey
o R T
i S, T
MLPNI!“-‘_ ol %'.;-w Ay
- R
rroprg.
|- = ... Sagpes- Grplang
Sussbourg « Cow B Eatln. GO %ﬁ: i D
. PR T e, -z
(=3 T pengen RS, o m_m o] §
e WURTTEMBERG = ™7 — -]
g ia ot SR = H
e Iy g eI e e e 8
e N e “mmmmmn = o ]
Lngay : o A e
100 km * Zirich =
+Innsbryck
= Medium-Sized -
Regions ‘SmallEnterpr\ses St ey Large Enterprises
A Region 50% 40% 30%
“ ARegion in 40% 30% it
Transition
C Region 35% 25% 15%
D Region 20% 10% max. EUR 200,000
within 3 years
i % : :
% |c/DRegion 35%/20% 25% / 10% 15% {’l'r:ax EUR 200,000
within 3 years

The GRW program will be available
under the current legislation until
June 2014, An extension for the
timeframe July 2014-2020 is cur-
rently in preparation.

-
~.'-- ' GERMANY
‘wis®  TRADE & INVEST
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Cash Incentives

Investment Incentives Package

Cashilcentives Interest-Reduced Loans  Public Guarantees Labor-Related Incentives R&D Incentives

Operational Incentives Package

Future GRW Program

Investment grants within the GRW
program will be available under the
current regulations until June 2014.
A new GRW program, based on re-
cently published new EU regional
aid guidelines, is currently in pre-
paration. It will guarantee the conti-
nued investment support in form of
cash grants for the timeframe July
2014-2020.

Eastern Germany's IZ

The IZ is a special incentives pro-
gram created to promote invest-
ment activities in Eastern Germany.
As such, the program is only open
to investment projects settling in
the states of Berlin, Brandenburg,
Mecklenburg-Yorpommern, Sax-
ony, Saxony-Anhalt, and Thuringia.

Cash Incentives Programs Terms and Conditions

GRW

Our Project-Specific Incentives Services

Our incentives experts provide a range of project-specific information

and consulting services. These include:

= Project-specific comparison of cash incentives options for your
favored investment locations throughout Germany;

Detailed calculation of funding levels available in different regions;

= Negotiations organization and attendance with relevant funding

authorities;

= Preparation of appropriate applications.

Investors automatically receive IZ
funding [subject to all eligibility cri-
teria being satisfied] when investing
in Eastern Germany. The IZ program
is valid until the end of 2013. Aid in-
tensity is between 2.5 and 5 percent
depending on company size and type
of investment good [when combining

GRW and IZ funding the overall sum

received from both programs may
not exceed the maximum possible
GRW incentives rate of the respec-
tive region).

1Z

Eligible Industries <

= Most manufacturing industries
= Most service industries

=

= Most manufacturing industries
Certain service industries

Eligible Project Costs | [direct) Investment Costs:
® Purchase and production costs of certain
tangible and intangible assets

= Finance leased assets

® Operating leased assets under certain conditions
OR

[future] Operating Costs

" Wage costs for two years

(direct) Investment Costs:

® Purchase and production costs
of certain tangible assets

= Finance leased assets

Maximum Eligible
Investment Amount

= Up to EUR 500,000 per job created [not exceeding
the maximum total investment costs)

No limit set

General Program
Requirements

= The investment project must create
long-term jobs.

= The subsidized equipment must remain at the
investment location for at least five years.

The subsidized equipment must
remain at the investment location
for at least five years.
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Labor-Related Incentives

Investment Incentives Package

Operational Incentives Package

Cash Incentives Interest-Reduced Loans Public Guarantees Labor-Re.lated R&D Incentives
Incentives

Labor-Related Incentives Program Provision

Incentives Programs

Recruitment Support

Pre-Hiring Training

Wage Subsidies

On-the-Job Training

Program Provision

® Organization and/
or support of recruit-
ment process by
local job centers

B Assessment center
provided by training
agencies

® Organization of
training courses
for unemployed
candidates by local
job centers in close
cooperation with
investor

= No binding work
contracts required

B Proyided for employ-
ment of long-term
unemployed candi-
dates or unemployed
candidates under the
age of 25 or above 50

B Company has to
provide a work con-
tract with a mini-
mum 15 hour
working week

B For all employees

= EU notification
required for grants
exceeding EUR 2
million per company

Eligible Costs

B Job vacancy adver-
tisements, applicant
screening and
pre-selection of
candidates

® Assessment center

B Trainee labor costs
= Training course
costs

®Wage costs
m Social security
contributions

®Training courses

Possible Promotion
Rates

= Up to 100% of
eligible costs subject
to local job center
budget

= Up to 100% of
eligible costsfora
training period of up
to three months

= Normally up to 50%
of eligible costs for
up to 12 months

= Up to 50% of
eligible costs

Managing Authority

® | ocal job centers

® | ocal job centers

® | ocal job centers

= Appropriate federal
state labor ministry

Incentives programs are typically

managed by the local job centers
which also administer the relevant
funding budgets. Accordingly, the
available labor-related incentives
and their specific design may vary
from municipality to municipality.

Our Project-Specific Incentives Services
Germany Trade & Invest provides you with a detailed overview of labor-
related incentives programs ranging from recruitment support to on-
the-job training programs. We organize first meetings with local job
centers and the appropriate federal state labor ministries. Our experts
also give you advice about how to add labor-related incentives to the

whole incentives package available in Germany.

Local job centers offer their services

free of charge. The state ministries
for labor are responsible for mana-
ging on-the-job training programs.
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R&D Incentives

Investment Incentives Package

Operational Incentives Package

Cash Incentives Interest-Reduced Loans = Public Guarantees Labor-Related Incentives R&D Incentives

German Federal Government
R&D Grants

All research programs financed by
the German federal government
have been concentrated within the
federal High-Tech Strategy. The
High-Tech Strategy defines specific
lead markets and priorities as well
as key technologies with a high
dependency on ongoing high-tech
research and development - each
of these consist of a number of dif-
ferent R&D programs.

More than EUR 5 billion annually
is reserved for R&D projects in the

form of non-repayable project grants.

Grant rates can reach up to 50 per-
cent of eligible project costs. Higher
rates may be possible for SMEs.

Cooperation between project part-
ners, especially between enter-
prises and research institutions,

is usually required. The federal
government periodically calls for
R&D project proposals followed by
a competition of best project ideas.

In addition, a number of national
programs without a specific tech-
nological focus also exist, with the
Central Innovation Program for
SMEs (ZIM] being the most promi-
nent. Application for incentives
available under these programs

is possible at all times and without
any prior calls for proposals or
application deadlines.

German Federal State Funding

In addition to programs run by the
federal government, each German
state has R&D grant programs in
place. Some states put particular
focus on specific industry clusters,
but programs without a specific
technological focus also exist. Coop-
eration between project partners

is not always necessary.

www.gtai.com

Further R&D Project

Subsidy Options

R&D loans can be an alternative

to R&D grants and entail several
specific advantages: they are usually
not attached to a specific technology
field, application is possible at all
times [no deadlines), and they can
cover higher project costs.

R&D loans are provided by differ-
ent governmental programs. For

instance, the ERP Innovation Pro-
gram offers 100 percent financing
of eligible R&D project costs up to
EUR 5 million.

Public (silent) partnerships are of-
fered by both the KfW Bankengruppe
and state-owned venture capital

R&D Center Funding Opportunities:
Combining Cash Incentives and R&D Incentives

For setting up R&D centers in Germany, two funding measures - cash incentives
and R&D incentives - can be combined. Cash incentives are suitable for initial
capital expenditures, whereas R&D incentives cover specific R&D project running
expenditures. The final decision on whether R&D centers are eligible for cash
incentives lies with the respective state development bank.

companies to technically oriented
companies. Direct shareholding by
a public investment company is also
possible. Conditions are negotiated
on a case-by-case basis.

Our Project-Specific

Incentives Services

Germany Trade & Invest helps to
identify suitable programs for the
project and region in question.
Our experts provide assistance in
formulating a draft project outline
which normally serves as the first
step in the R&D incentives ap-
plication process. Our managers
initiate meetings with the relevant
program managing authorities and
provide advice during the entire
application process.

Incentive example for combining cash incentives with R&D incentives:

Investment-related capital
expenditure [max. 3-year time frame)

Specific R&D project expenditure
li.e. one R&D project, 2-year time

frame)'
Item Costs Public Item Costs Public
{in EUR) funding {in EUR) funding
lin EUR) {in EUR)
Building 2.5 million [ 0.75 million | Personnel 1.5 million | 0.75 million
(30%)? (50%)°
Equipment* | 2.5 million | 0.75 million | Equipment* | 0.5 million | 0.25 million
(30%) (50%)
Total 5.0 million | 1.5 million | Total 2.0 millien | 1.0 million

from cash incentives or from R&D incentives

" Expenditures may be duplicated with the definition of more than one specific R&D project
2|ncentive rate depends on: location, company size, investment volume

2 Incentive rate depends on: company size, R&D category, level of cooperation
4Please note that the same equipment cannot be funded twice. Funding can either come
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