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CRITERIA OF USING TAX RELATED ALLOWANCES

Criteria of using tax related allowances for innovations:

* An innovation project qualified as R&D is required
* A R&D project conducted as part of own activities is required

¢ It is necessary to enter into registry all the costs relating to the R&D project

Warning! All these conditions must be met at the same time! It is reasonable to use a R&D* qualification.

Note: From now on the abbreviation R&D will be used for the term research and development.
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WHAT KIND OF TAX RELATED ALLOWANCES ARE POSSIBLE G

Tax related allowances can be summarized as follows:

1. For pre-tax profit: The amount of pre-tax profit can be reduced with depreciation in the capitalized
R&D project or the R&D project costs in the year they incurred

2. For corporate taxes: The corporate tax base can be reduced with adjusted costs of the R&D project

3. For local business taxes: The local business tax base can be reduced with adjusted costs of the R&D project

4. For innovation contributions: : The sum of innovation contributions will decrease because
the local business tax base is reduced
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Warning! Tax related allowances can be claimed twofold for R&D projects:

1. We account for the R&D project’s time proportional depreciation or the full R&D project
costs in the year they incurred: profits are directly reduced this way. Thus the tax base
and pre-tax profit will be smaller!

2. We reduce the amount of pre-tax profit with the R&D project’s total adjusted costs:
thus the tax base will be further reduced and become even smaller!
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THE KINDS OF COSTS A R&D PROJECT HAVE G

To define allowances, we have to know the R&D projects’ cost structure:

» Time proportional payroll expenses and taxes for employees involved in the project
 Costs of services used for the project

» Costs of materials used for the project

* Historical costs of goods and intangible assets purchased for the project

* Usage proportional depreciation of assets used for the project

The total costs of R&D projects equal to the total of the above costs incurred
during project implementation.







