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The Business Package - Part 1

Increase in the deduction of R&D expenses and the
discontunuation of immediate depreciation of software,
know-how and patent rights (L25 - FT 2024/25)
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Can software
always be
deducted
immediately
today?
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WHAT ARE THE
RULES FOR
SOFTWARE

IN 20247

Deloitte.

~ Assessment of
deduction rule

» Must the software

be put into use?

What about

> expenses

incurred in
vain?
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Background for the amendments to the Danish Depreciation Act

Software Know-how and patent rights

"The Tax Force has stated, among other things, that no positive "The Tax Force has stated, among other things, that it is not clear to
derivative effects can be pointed out for anyone other than the what extent the scheme contributes to increasing the level of research
company that acquires software, and that there is no reason to and innovation, and that the possibility of immediately depreciating
provide separate support for software investments." expenses for the acquisition of know-how and patent rights is

considered to involve an element of "double aid", as the tax credit
scheme and the increased deduction for expenses for development
and research activities also provide support to companies that
develop.”
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Content of Draft Legislation L25 (2024/25) Deloitte.

As a general rule, patent rights
Patent can no longer be depreciated
rights immediately, but must be
depreciated by 1/7 annually
As a general rule, software
can no longer be immediately
depreciated/expensed, but Software
must be depreciated by a
maximum of 25% annually of

the depreciated value Gradual increased

step-up on R&D
expenses from 2026

As a general rule, know-
how can no longer be
depreciated immediately,
but must be depreciated
by 1/7 annually
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Software must now be capitalized
What is that all about...



1st January 2025

DKK 34,400
(2025)

Maintenance/
Improvement

What do the new rules for
software entail?

6
@)—
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Deloitte.

No longer possibility of
immediate depreciation

(over DKK 34,400)
CURRENT RULES EXPIRE AS
OF 31.12.2024

Liquidity consequences
CONTRIBUTIONS AND
DEDUCTIONS

New registration

requirements
INCREASED
BUREAUCRATIZATION

Risk of missing deductions
HOW SO?
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Assessment

= An assessment must be made
of whether the project

is maintenance or an
improvement - including

in relation to new modules

Recognition of

expenses

= External expenses must
be capitalized for tax
purposes

S$71viid 340N

* Internal payroll expenses
and other directly
attributable expenses
must be capitalized for tax

Example: New module,
replacement of software,
development of a new asset, etc.

The consequences of the

purposes " P
. . = "However, if it is an expense for
new d e p recia tl on software development which is
. capitalized for accounting
ru I es fO r's pe Cla | purposes, it is also an expense
that must be capitalized

software

for tax purposes”

» What are the consequences
if the projectis
incorrectly qualified?

When and how?

= When canyou
depreciate software?

Other issues
= Subscription Software

= Software scrapping
= What about the liquidity?

= Software that is part
of a physical operating asset
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Depreciation
of software
with 25%
annually of the
depreciated
value
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WHEN TO
DEPRECIATE
SOFTWARE?

Deloitte.

~ Deliveredto a
going concern

Destined to

, De part of the

operations

Completed
so that it can be

» included in the

operations

What happens

" when a project is

abandoned?
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=
o
)
m
o Examples of operating
= expenses — —_|| Projects
> = Ongoing security updates -— IEI = Software that is developed
- for the customer - and where
(7 = Updates to meet the expenses and income
supplier requirements have arisen in the
same income year
= Training of employees (work in progress)
= Legal advice prior to the
acquisition of software (but Expenses r6|ated tO
not start-Lp costs) software that can
» Expenses for clarification of H
requirements and needs contlnue to be
= Wage costs for adapting software expe n SEd
to the company's conditions
through general use of acquired
software
= Other issues
-x = The IT department’s
Under DKK 34,400 general use of time
= Minor software costs can
continue to be expensed » The Danish Tax Agency's

assessment that continous
development of software
is often considered to be
maintenance
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Is it a development for an

existing system?

Yes

No

A 4

Deloitte.

Is a new depreciable asset

created?

=S

No

A\ 4

A

Has the expense been
capitalized for accounting

purposes?

4

Yes

It should be considered whether
the expense was in vain, etc.

\[o}

A 4

(7} Can the development be
= considered to be covered by
o Section 8B of the Danish Tax
m Assessment Act?
- Yes No
o
> \ 4
: Deductions in the year the
m expense was incurred
7]
7]
2 4
) Has the expense been
capitalized for accounting
purposes?
MES No
\ 4 \ 4
Most I.|ke.Iy, the expensg should ) No Is it maintenance
be capitalized and considered an |« -
: of an existing system?
operating asset
Yes
¥
Most likely, the expense may be
considered
an operating expense

Most likely, the expense should
be capitalized and considered an
operating asset

ES

A 4

Regardless hereof, are there

The overview is only indicative, and a specific assessment must always be made.
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arguments supporting that this is
an improvement expense?

No

\ 4

Most likely, the expense should
be considered an operating
expense
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Know-how and patent rights
must also be capitalized
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Only expenses

attributable to the
— acquisition of the
asset are assigned to
the acquisition price

Requirement for
capitalization of
acquired know-
how and

patent rights?

HOW ABOUT

KNOW-HOW

AND PATENT
RIGHTS?

Effective as of
— 15t January
2025

Depreciation
» over a 7-year
period
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The consequences of the new draft legislation



What should we
do with our
software?

HOW TO
TREAT
SOFTWARE
GOING FORWARD?

Deloitte.

~ Recognition
of expenses

~ Maintenance or
improvement

~ Assessment of
deduction rule

Scrapping

> of software



In 2024, Company A
ApS will pay DKK
500,000 in
expenses for a
new internal
bookkeeping
system. The system
will not be
operational until

January 2025

L 3I1TdNVY X3
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HOW IS
THE TAX
DEDUCTION

HANDLED?

A 4

Deloitte.

The expense
cannot be
immediately
depreciated in the
income year 2024

Must be

depreciated over
the fixed asset
balance in 2025

The rules in
Sections 3 and 5
of the Danish
Depreciation Act
must be

complied with
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In 2025,

Company B ApS

acquires

a software Must b.e
orogram for DKK depreciated over

the fixed asset

1T million for use
balance

in the company's H OW IS

marketing

department TH E TAX Can only be

, depreciated

DEDUCTION ~ when the

conditions in

Section 3 of
HANDLED? the Danish
Depreciation

Act are met
— probably in 2025

¢ iI1TdNVY X3
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In 2025, Company
C ApS will

develop a new IT
system on behalf
of a customer.
The IT system
will not be
delivered to the
customer until
2026. The
customer takes
over all rights

to the system

€ I1TdNVY X3
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HOW IS
THE TAX
DEDUCTION

HANDLED?

Deloitte.

Itis not a
question of an
operating asset

— Or a deductible

expense, but a
work in
progress

The expenses can

> only be deducted

when the
project is
delivered
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In 2025, Company D
ApS will develop a
new [T system
(SaaS solution)

that does not

meet the criteria

of section 8B of the
Danish Tax
Assessment Act.

In connection with
the development, a
contribution has
been received

vy 3I1dINVY X3
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HOW IS
THE TAX

DEDUCTION
HANDLED?

A 4

Deloitte.

An assessment
must be made of
whether it is
maintenance or
an operating
asset

All other things
being equal,

the contribution is
taxable at the
time of legal
acquisition
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BMYearl HMYear2 MHYear3 Year 4

Liquidity
is affected ~

o
o
i

Jtion of
itribution

50

» deduction is
tributed in
future

Revenue

ble loss
as

TAXABLE INCOME
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Increased deduction for development and
research expenses



In the future, Deloitte.

development and

research expenses INncrease in 2026
may obtain a greater to 114%
step-up

Increase in 2027/
» 10 116%

Increase in 2028
and onwards to

HIGHER 120%
R&D DEDUCTIONS - billon
FROM 2026 v

~ Possible change
~ in definition

Ensure immediate
depreciation of
software
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In summary
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Amended rules

on software,
know-how and
patent rights
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THE NEW
LEGISLATION

ENTAILS

Deloitte.

~ Software must
be capitalized

. Major liquidity
disadvantage

, Asymmetry

between
taxation of
contributions
and deductions
for development
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Deloitte Statsautoriseret Revisionspartnerselskab is the Danish affiliate of Deloitte NSE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by
guarantee (“DTTL”). DTTL and each of its member firms are legally separate and independent entities. DTTL and Deloitte NSE LLP do not provide services to clients. Please see
www.deloitte.com/about to learn more about our global network of member firms.

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial advisory, and risk advisory services to nearly 90% of the Fortune Global 500® and
thousands of private companies. Our people deliver measurable and lasting results that help reinforce public trust in capital markets, enable clients to transform and thrive, and lead
the way toward a stronger economy, a more equitable society, and a sustainable world. Building on its 175-plus year history, Deloitte spans more than 150 countries and territories.
Learn how Deloitte’s approximately 460,000 people worldwide make an impact that matters at www.deloitte.com.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited (DTTL), its global network of member firms or their related entities
(collectively, the “Deloitte organization”) is, by means of this communication, rendering professional advice or services. Before making any decision or taking any action that may
affect your finances or your business, you should consult a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or completeness of the information in this communication, and none of DTTL, its
member firms, related entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising directly or indirectly in connection with any person

relying on this communication. DTTL and each of its member firms, and their related entities, are legally separate and independent entities.

2024 Deloitte Statsautoriseret Revisionspartnerselskab



	New depreciation rules �affect SaaS companies
	Slide Number 2
	The Business Package – Part 1
	Slide Number 4
	Background for the amendments to the Danish Depreciation Act
	Content of Draft Legislation L25 (2024/25)
	Software must now be capitalized
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Know-how and patent rights �must also be capitalized
	Slide Number 14
	The consequences of the new draft legislation
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Increased deduction for development and research expenses
	Slide Number 23
	In summary
	Slide Number 25
	Slide Number 26

