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In the centre of the European Atlantic Axis

> Biscay is the largest of the three Historical Territories of the Basque Country and its
capital, Bilbao, the main City of Bay of Biscay, Atlantic Arch Europe. The Basque
Country is located in the north of Spain, a strategic country, a confluence of two
continents and an axis of the Mediterranean Sea and the Atlantic Ocean.

> A 2,000 km. corridor connecting
more than 10 EU regions

> 80 million people: 25% of the
population of the euro zone

> More than 2 billion euros in GDP:
30-40% of GDP of the euro zone

> A corridor between ports: more than
60 ports with total traffic of over
650 million tonnes per year

>
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Who we are

> Millenary traditions in the country where we
speak the oldest language in Europe.

> A vibrant cultural scene. High ranking-
festivals and first-class cultural facilities

: | Home to

_ Beach 10 ’ AT 2 five 7#}“%"3 & @‘) Sports,
— i minutes g8 IR different "{y/ e é} gastronomy,
§ away from % @ 5y world 57 ;ollz!orle,
estivals...

- city center ;*i‘ S 1 herltage

¢Bizkaia



One of the most advanced regions in the world

> Basque Country is the territory with the highest level of quality of life in Spain
(OECD Source).

> Extensive health > Euskadi has the > One of the safest > Life expectancy

infrastructure lowest dropout territories in in Basque

that covers the rate for young Europe, with a Country is 83.6

needs of people between rate of 39 crimes years old

citizens through 18 and 24 years per 1,000

the Basque old (7.7%) inhabitants,

Health Service- compared to 45

Osakidetza in Spain and 56 >
on average in the
EU 27
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In data

> Basque Country is a territory of great economic dynamism, which has its own tax
system. It is a strategic point for the business sector, tourism and culture with a
great capacity for attracting talent, innovation and entrepreneurship.
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The South of the North & The North of the South

> The most important international > Bilbao is the most committed to
airport of the northern part of the sustainable mobility city in the
Iberian Peninsula (AENA) Spanish State (Greenpeace)
> The largest Atlantic port in Southern > Biscay, transparent territory
Europe recognized and awarded at European >

and international level
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A place to live with an international projection
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> Bilbao Biscay has one of the world’s > With 55 spaces in Natura 2000

icons of architecture: Guggenheim Network, the percentage of

Museum Bilbao, which year after protected areas covers up to 20,5%.

year attracts thousands of visitors to Beach 10 minutes away from city

a city and a territory that combine center, home to four different world

dreamlike landscapes, an heritage sites, sports, folklore,

internationally renowned festivals... >

gastronomy and a language and

identity its own. Every culture expression belongs to

our people.
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Unique territory due to stability and legal security

A A A R g

outstanding qualities

Policy of “zero uncertainty”

Proximity and agility
Avoiding double taxation

Transparency

lllll\

taxation serving
productive economy

> For highly qualified and
talented people

> For startups and R+D+l
intensive firms

> Forinvestment and
financing

deductions through non
accounting adjustments

> Tax rate reductions

> Tax losses carry
forward

> Taxrate

> Deductions

>
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Our core Industrial and Advanced Services

Driving clusters Statewide, the Basque

> Aeronautics Country supplies

> Automotive > 90% specialty steels

> Appliances > 80% machine tools

> Electronic and Information > 65% forging and stamping

Technologies ,
> 50% capital goods

> Energy

MR- ritime > 40% appliance sector

> Machine tools > 25% aeronautics

> Environment > 25% automotive

> Paper components

> Port > 12% electronics, computers
> Audiovisual & telecommunications
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Ecosystem of industry
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Fostering Talent & Productivity

> Top ranked
country in the EU
in terms of science
and technology
graduates (43%).

> Third largest
(€12k) expenditure
per student (after
Denmark and
Austria) in
educational
institutions from
primary to tertiary.
Source: OCDE

Labour productivity per person employed and country. 2014 (E 27= 100)
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Manufacture Oriented R&D&I World Class Ecosystem

Basque Science, Technology and Innovation Network

Generation of Knowledge Technology Development &

+ 9 BERCs: Basque Excellence Application

Centres 2 R& D Research & Development

Platforms: 2,877 fulltime jobs

tecnalia J K4

« 7 CICs: Cooperation Research
Centres

Biomedical research (Biogune)
Biomaterials ( Biomagune)
Nanosciences (Nanogune)
Advanced Manufacturing(Margune)
Micro-technologies (Microgune)
Energy (Energigune)
Tourism (Tourgune)

+ 5 Sectorial Centres
% 5 Health R&D Units
< 6 Public Research Bodies

128 Entities in the Basque Science & Technology Network

R&D&I strategy

1,93% GDP
Reinvestment in
R&DS&I

R&D&i SYSTEM

Strategic Projects

Support

Infrastructures
Programmes

Technology Parks as a key instrument

Techonology Park of Bizkaia
Stablished companies 219
Workforce 7,647
R&D employees 27%
Global income €2455M
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Energy ecosystem >



Ecosystem of energy

> Biscay has earned its position as an international knowledge centre and industrial
reference site in the energy industry. The energy industry in Biscay is strategic and
has a significant dynamism in the entire chain of value.

388 ROWO00 [654M€ | 54,704 M €

x M

Companies,  AEEENODS . 5 invested in R&D earnings

referring companies strategic initiatives
) Smart networks: BIDELEK

Deployment of smart electrical grids

ﬁnoaom (,ORMAZAIALM ) Land and sea wind power: WINBOX
+° . . .
0 arteche m Advanced Manufacturing Centre f the wind power industry

) Marine power: BIMEP Marine Power Centre

) Electric vehicles: IBIL, charging sites /
) Global firms that operate in Biscay: ABB, .
Alstomo, General Electric ) EIC - Energy Intelligence Center:

Innovation and generation centre, valuable for the power «B . k —~
industry ’z a’a




Ecosystem of energy

> The figures for the Basque Energy Sector or “natural” energy cluster show a
powerful industrial sector, made up of close to 400 businesses specializing heavily
in energy who, between them, have earnings of approximately €54,700 million and
provide 91,000 jobs around the world - more than 23,500 of them in the Basque

Country.
Overall earnings
in the energy sector ... in the Basque Country
Scientific-technological
AP cnmndin agent
€54,704 M €14111 M R&D spending ’ agents
in the energy sector in the Basque Country
10
€654 M €242 M
Companies Overall power use R&D Business Units
in the Basque Country
388 Overall
90,998 23,580 employment in 18
R&D energy >
soctor ... In the Basque Country
4 328 2.485 Budget for scientific-
Energy sector v technological R&D agents
companies with
eamingsof >C100 M in the Basque Country €54.5 M
20 16

Y
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A high degree of internationalisation

> Basque companies are highly international, operating in 69 countries via a total of

425 local offices.

97

4 > 25 local offices
) 8 10- 25 local offices
12 5- 9 local offices

Source: Energy Cluster

53

143

28

3t

o
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A commitment to technology

Basque energy sector companies are conspicuous for investing heavily in R&D,
accounting for some 20% of Basque investment in the field.

As it happens, the sector has a specific technology strategy known as EnergiBasque,
which eight priority technology areas.
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Strategic Value Chains and Key Technologies

-n —} Transport and distribution — Consumption
| VALUE CHAIN
N WIND POWER SIEMENS. Gamesa
| ENERGY AND MOBILITY SERVICES FOR
SOLAR ENERGY EEENER 3 SMART GRIDS o CONSUMERS
1-DE >
@ WAVE POWER IDOITI crupo IBERDROLA Petronor
e
A OIL & GAS
TUBACEX
1kerlan T tekniker cnerading cidetec>  tecrliaf i Tknka ma 9Deustolech B KEY TECHNOLOGIES
DIGITALISATION STORAGE CIRCULAR ECONOMY POWER ELECTRONICS MATERIALS
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Talent territory

> Bilbao is in third place in the world ranking in capacity to retain talent among more
than 150 cities according to the VIl Global Talent Competitiveness Index 2020
presented in the World Economic Forum in Davos (Switzerland).
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Talent territory

> 48.9% of young people have higher education studies. Training and excellence of
people is a key strategic factor for the competitiveness of the Basque Country.

Trainingis the key that opensthe doorsto a competitive future.
Consequently,the Basque Country directs its efforts toward
implementinga clear,closeeducationalmodel, providingvalueand
quality assurancelts commitmentto developingtalent in people,
concentratedin a nursery for highly qualified professionalswho
are prepared to take the reins of the future, both locally and
internationally, has been reinforced 489% of people aged
between30 and 34 havehighereducation,whichis higherthan the
averageof the EuropeanJnion(37.9%) and Spain(42.3%).

With a public university, which serves eight out of every ten
students,three private universities,nearlya hundred occupational
training centres five international schools,more than one dozen
official languageschools,the first GastronomyUniversity in the
world, the Basque Culinary Center, and Digipen Institute of >4

TechnologyEuropeBilbao,the BasqueCountryis the autonomous
communitywith mosteducationaltechnologyin its classrooms «B’Zka ’ a




Talent territory

> Vocational Training in the Basque Country is the first EU test bed for the
introduction of applied innovation learning.

In the Basque Country, where
economic activity revolves around
industry, Vocational Training is an
essential pillar in the preparation
and qualificationof peoplewho are
goingto enter the job market 65%
of jobsin Basquecompaniegequire
a vocationaltraining certificate, 70%
in the caseof the industrial sector
We have an Innovation Centre for
Vocational training, Tknikg the
innovation tool for the Vocational
Trainingsystem through networking
and direct involvementof teaching
staff, this centredevelopsinnovative
projects in the field of technology,
trainingandmanagement

>
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Taxation serving productive economy

> Bizkaia has its own Tax Authority which manages all taxes collected, except
Customs duties, like any country and moreover the Parliament of Bizkaia passes its
own tax laws with a similar autonomy to any other country.

Thanks to this Tax autonomy Bizkaia can implement both economic and tax measures to
establish its own economic ecosystem, globally connected.

® “zero uncertainty”

Queries: Bizkaia Tax
Authority responds to any
query from companies or
individual people regarding
taxation in a legally binding
way.

Pre payment proposals: In
the case of complex matters,
Bizkaia Tax Authority is
committed to calculating
correctly tax benefits and
other elements of taxation
involved.

Proximity and agility

The Regional
Government (Diputacion)
is a more agile and
supportive

administration due to the
characteristics of the
territory.

C%r? Avoiding double
taxation

Bizkaia benefits from
agreements to avoid
double taxation
subscribed to by Spain
with other countries,
especially with Latin

America and Europe.

Transparency

Bizkaia Tax authority
(Hacienda Foral) is
defined as a
TRANSPARENT TAX
AUTHORITY (N°1 2015
ranking of local council
transparency 2015).

>
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Top destination from a tax point of view

> Bizkaia is a top destination from a tax point of view, specially for companies which
carry out R&D or Tl projects and for highly qualified workers

Who can take advantage from the R&D tax benefits Which are the main advantages of this tax regime?

prevailing in the Bizkaia’s tax regulations?
)
@ Big corporations which carry out R&D and TI
(Technological Innovation) projects, both, individually
or collectively with other companies. These projects
can be carried out in Bizkaia and any other European or
third country (with certain limitations) >

Universities and Research centres of big corporations
with a significant amount of investments in R&D or TI

activities, that being resident in other foreign countries y
for at least 5 years, render services in Bizkaia

Companies with liquidity interested in benefiting from
tax credits derived from financing operations

Highly qualified workers, related to R&D or TI
)

O

o]

Possibility of applying R&D tax credits without limit,
being able to apply these tax credits in future fiscal years
if the tax quota of the Company is insufficient in the
fiscal year in which the tax credit was generated.

Possibility of transferring the right to apply the
corresponding R&D tax deductions to the Company that
finances the corresponding Project. Please note that the
ownership of the R&D Project or its outcome is not
transferred.

Bizkaia’s Tax Administration is a close Administration
with foreign companies operating in Bizkaia, which
enables and facilitates the interrelation with it.

The main advantages of this tax regime are described in

the subsequent pages of the present report

Big ROLLS)

Corporations ]R ALST@)M /E N
located in ArcelorMittal

Bizkaia ROVCE

SC%’E?QE[ SIEMENS
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Attractive territory for startups and innovative corporates

o . . . o
TAX rate 20% for micro companies and small companies (24% general rate).

A 10% for medium sized and large companies, 14% for Micro and small companies
in compensation to develop capitalization through reserve funds for five years, if
the company does not distribute profits and uses them to set up a restricted
reserve, a 2,4 % deduction in the base rate is applied for medium sized and large
companies (2.8% for micro and small companies).

A 10% for companies, 15% for micro and small companies for reserve of profit
levelling.

Tax base
reductions

A 0,5% of turnover for usage of own intellectual property, IP as well as registered
brands.

A70% of income for transfer of intellectual or industrial property (patent box)
developing open innovation which leads to an actual nominal rate of 6% for small
companies (7,2% for medium sized and large companies).

TAX losses carry forward. Up to 50% for tax losses (70% for micro companies and g

small companies) can be carried forward within 30 years.
tBizkaia

Losses carry




Attractive territory for startups and innovative corporates

Deductions
through non
accounting
adjustments

Deductions

A Amortization expenses
o Micro and Small enterprises: Free depreciation for new tangible assets (except buildings and vehicles).

o Medium Sized enterprises: accelerated depreciation (Multiplying by 1.5 the general depreciation) for new
tangible assets (except buildings and vehicles).

0 Other Companies: Free depreciation applicable to goods whose value does not exceed 1,500 euros,
tangible and intangible assets (except buildings) related to R+D activities and R+D expenses activated as
intangible assets.

A Reduction of 10% in the Tax Base, for Micro Company Start Ups which means an actual nominal rate of 18%.

A Deductible financial expenses up to 3 million euros without limitations or when the company does not form
part of a group.

With a limit of 35%

A For investment in non current assets 10%.

A For creating employment 5,000 euros per worker.

A For investment in environmental projects 30%.

A For investment in cinematographic projects 30%.

A For investment in R+D projects or Technological innovation in other companies. Up to 120% profitability.

With a limit of 70%

A For R+D activities : 30% in a given year and 50% if expenses are higher than the average of the last two
years.

A For hiring research personnel : 20% more.

A For technological innovation activities : from 15 to 20% depending on type of project.

Total deduction can reach 80.5% of the quota because the deductions with a limit of 70% are applied after
subtracting the deductions with a 35% limit. Therefore, a R+D intensive company, using all the deductions, can
reach an effective tax rate of: 4.7% for medium sized and large companies, 3.9% for small companies, 3.4% for
micro companies
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Attractive territory for startups and innovative corporates

> The patent box tax reduction can be appllied by big corporations intensive in R&D
activities

Patent box tax deduction

&
‘\# . .
Industrial or > The CIT regulatlon establishes a 70%
Intellectual property Industrial tax reduction over the taxable base of
T the income generated for the
and T1 foreign country transferral of own or self developed
Deductible intellectual property or industrial
: expenses property, when this transferral does
Taxable base: Canon derived from the transferral 1000M€(subje . L.
1000M€E of IP ot to not revert in the transmitting
R&D expenses: Income in the "f'q“'-"’"‘e_’“s company.
6ooM€ Company located in of the foreign
Bizkai M€ tax .
eI oo regulations) > This transferral must be temporary
< 5 and shall not imply the sale of the
v . . .
intellectual or industrial property
The taxable income derived from the assets associated.
transferral of IP can be reduced to the
30% of the income. Therefore, the . . .
Company located in Bizkaia will only > The industrial or intellectual property
allocate 300ME€ in its taxable base. must have been deve|oped by the own /

entity or by a non related third party
hired for that specific purpose.
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Attractive territory for startups and innovative corporates

> There are plenty of success cases in this regard, as the one explained below, that
attest the effectiveness of Bizkaia’s tax regime, focused in big corporations that
carry out R&D projects

— Industrial or — A foreign corporation establishes a company in
:.‘-ompan_y . Intellectual property .~ Industrial - Bizkaia. This company will be intensive in R&D and
ocated in ' Company ’ TI. The result of this research will after be

Bizkaia .= ‘-“f' located in a d he G .,
\ (intensive in foreign y transferre to one of the Group companies
. R&Dand Tl _ -~ . country (intensive in manufacturing).
—l Deductible Possible tax implications
expenses
axa . Canon derived from the transferral 1000MEsubj . oy .
T mg{[:‘ggm of IP m,ﬂ J 1. The Company Ioca.ted in l.3|z.ka|a will be
R&D expenses: Income in the requirements able to deduct Wlthout Ilmlt t.he R&D
GooM€ Company located in of thifm*ﬂﬂ'“ expenses according to Bizkaia's CIT
Bizkaia 1000M€ . i
izkaia regulations) regulations
2. The Company located in Bizkaia will
| VR : rax (CIT | generate income derived from the
Table ane 1 000ME temporary transferral of the IP developed
‘ : : as a consequence of the R&D Project
- Patent box tax reduction “7oome carried out. In this regard, the transfer
expenses 600 L. . .
Taxable base 300ME pricing regulations must be taken into
Tax deduction 180 | Tax quota (28%) 84ME account.
(30%) R&D tax deducti 84ME . .
Lx — 3. In addition, the Company will be able to /
Effective tox quota 0 apply a patent box tax reduction to
Tax deductions pending to be applied without limit AEME taxable base generated as a consequence

of the transferral of the IP
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Attractive territory for startups and innovative corporates

> Additionally, those that finance R&D projects are able to benefit from the
corresponding tax incentives, obtaining a profit up to the 20%

How is R&D tax deduction transferred to the financing Company?

> The companies intensive in R&D activities located in Bizkaia that are trying to find access to financing sources to
perform their projects, are able to subscribe collaboration contracts with companies with liquidity, that are
interested in obtaining tax benefits. The right to apply the R&D tax deduction will be transferred to the financing
Company (limited to the 45% of the tax quota and with a quantitative limit of the 120% of the investment).

.00

< > In this sense, the financing
o 4 Company will not acquire the
N «BiZkai a Taxable base 9.000€ prppertY of thg R&I?. However,
s _L_ Motivated report issued by the corresponding Tax quota (28%) 280€ this tax incentive will foster the
] € ihorivss Expenses amountingto 8ooC are Tax deduction -120€ investments in  R&D and
- - Payable tax quota 160€ facilitates the funding access
for entities without economic
Transferral of the R&D tax
deduction: 120€ Profit resources.
Enfity that > . Financing entity between 0% . . . .
carries out the ’ and the 20% > The application of this regime
R&D FE0E will be subject to the approval
of the corresponding o

NS
o W
L o8

Administrations.
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Attractive Territory for Highly Qualified and Talented People

Tax incentives and advantages for relocated people who become residents

Who is a resident?
A Someone who stays longer in Bizkaia than in any other place in Spain during the year
A The main activity is based in Bizkaia.

A The resident pays Income Tax and in some cases Wealth Tax.

Highly qualified professional people have a special tax rate for the first 6
years

>  35% of the salary is tax free.

Special tax rate for the

first 6 years 15% directly and 20% for relocation expenses and setting up in Bizkaia.

)
> Income from assets abroad are tax free.
> Assets abroad exempt from Wealth Tax.

Moreover the relocated professional can avail of the following resident
incentives

Up to 49% tax saving on Private Pension Funds.

18% deduction on purchase of habitual residence.
20% deduction on rent paid on habitual residence.
From 603 euros deduction for descendents. >
Deduction of 1,432 euros on each income tax return.

Wealth Tax exemption up to 800,000 euros and up to 400,000 euros «B ] k ]
exemption on habitual residence ’z a’a

Resident incentives
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Direct subsidies

Support for business creation, consolidation and growth

Support for Creationof new InnovativeCompanies
creation A Aidsto promote the creationandimplementationof innovativefirms

Promotionof Innovationand Advancednvestment
2 Plan A Actions aimed at improving the competitivenessof the company through
innovationprojectsandadvancednvestments

Comprehensiveprogramme of innovation, internationalisation and investment

3 i Plan support

A Aids to increase competitiveness through comprehensive actions in
Innovation,internationalisationandinvestment

A Direct funding to businessR&D and innovation The Hazitek programme
encompasseswvo different supportlines
A Supportto the developmentof competitive R&D projects, which provides

Hazitek grantsto projectsaimingthe developmentof new productswhich are original
programme or better that the existing ones it also addressesthe support to new
technologyandscientificbasecompanies
A Support the developmentof strategic R&D projects, arisen from business o

leadershipandinvolvingthe Basquescientifictechnologicakkills
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Direct subsidies

Other aid programmes

Apart from the aids we directly manage,we inform and adviseon other additional ones, in
order to get a higher cofinancingfor entrepreneurship,innovation and internationalisation
projects

A Theseaids may be grantsfrom different institutions and / or other capital contributions
(venturecapital,guaranteesetc.).

A Beazhas collaborationagreementswith CDTI,ENISASPRIgetc. and participatesin Seed
capital,Basqud~und...

A The serviceis completed with the organisationof seminarsand aid presentationspecial
meetingsbetweencompaniesand expertevaluators.

>
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