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Foreword

A country’s tax regime is always a key factor for any business considering moving into new markets.

What is the corporate tax rate? Are there any incentives for overseas businesses? Are there double tax treaties in place? How will
foreign source income be taxed?

Since 1994, the PKF network of independent member firms, administered by PKF International Limited, has produced the PKF
Worldwide Tax Guide (WWTG) to provide international businesses with the answers to these key tax questions.

As you will appreciate, the production of the WWTG is a huge team effort and we would like to thank all tax experts within PKF
member firms who gave up their time to contribute the vital information on their country’s taxes that forms the heart of this
publication.

The PKF Worldwide Tax Guide 2024/25 (WWTG) is an annual publication that provides an overview of the taxation and business
regulation regimes of the world’s most significant trading countries.

On a country-by-country basis, each summary addresses the major taxes applicable to business; how taxable income is
determined; sundry other related taxation and business issues; and the country’s personal tax regime. The final section of each
country summary sets out the double tax treaty and nontreaty rates of tax withholding relating to the payment of dividends,
interest, royalties and other related payments.

While the WWTG should not to be regarded as offering a complete explanation of the taxation issues in each country, we hope
readers will use the publication as their first point of reference and then use the services of their local PKF member firm to
provide specific information and advice.

Services provided by member firms include:
e Assurance & Advisory;

e Tax Advisory & Compliance;

¢ Financial Planning / Wealth Management;
e Corporate Finance;

e Management Consultancy;

e |T Consultancy;

e Insolvency - Corporate and Personal;

e Forensic Accounting; and,

e Hotel Consultancy.
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Important Disclaimer

All information contained herein is believed to be correct at the time of publication, 30 April 2024. The contents should not be
used as a basis for action without further professional advice.

While utmost care has been taken in the compilation of this publication, no responsibility will be accepted for any inaccuracies,
errors or omissions.

This publication should not be regarded as offering a complete explanation of the taxation matters that are contained within this
publication. This publication has been sold or distributed on the express terms and understanding that the publishers and the
authors are not responsible for the results of any actions which are undertaken on the basis of the information which is contained
within this publication, nor for any error in, or omission from, this publication.

The publishers and the authors expressly disclaim all and any liability and responsibility to any person, entity or corporation who
acts or fails to act as a consequence of any reliance upon the whole or any part of the contents of this publication.

Accordingly no person, entity or corporation should act or rely upon any matter or information as contained or implied within this
publication without first obtaining advice from an appropriately qualified professional person or firm of advisors, and ensuring
that such advice specifically relates to their particular circumstances.

PKF International Limited (PKFI) administers a family of legally independent firms. Neither PKFI nor the member firms of the
network generally accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm
or firms.

PKF INTERNATIONAL LIMITED
JUNE 2024

© PKF INTERNATIONAL LIMITED

All RIGHTS RESERVED

USE APPROVED WITH ATTRIBUTION
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Afghanistan

Member Firm

Contact Information

Kabul Qamar Ali Mumtaz +93 799 195344
gamar@pkf.com.pk
Basic Facts
Full name: Islamic Republic of Afghanistan*
Capital: Kabul
Main languages: Pashto, Dari
Population: 43.1 million (2024 estimate)
Monetary unit: Afghani (AFN)
Internet domain: .af
Int. dialling code: +93

e The new regime has changed the name of the country from “Islamic Republic of Afghanistan” to “Islamic Emirates of
Afghanistan (IEA)”. However, the same has not been recognised by the international community.

Key Tax Points

e All businesses irrespective of the legal status of the entity or company are subject to 20% corporate income tax on income
under Article 4 of the Income Tax law in Afghanistan.

e Capital gains from the sale, exchange, or transfer of certain assets are treated as taxable income. Capital gains include the sale
of a trade or business (including goodwill), a factory (including equipment, machinery, buildings and land, or any part of such
assets), equipment used in the business of transporting persons and property, and shares of stock in corporations or limited
liability companies.

e The calculation of tax on the taxable profits of branch offices of non-resident companies is the same as for other businesses.
The tax is calculated at 20% of income after allowing certain deductible expenses.

¢ Individuals are subject to tax at progressive rates. The monthly maximum limit is 20% + AFN 8,900 fixed amount.

e Anyincome tax paid to the government of a foreign country may be taken as a credit according to the principle of reciprocity.

A. Taxes Payable

Corporate tax

All businesses irrespective of the legal status of the entity or company are subject to 20% corporate income tax under article 4 of
the Income Tax law in Afghanistan.

Business Receipt Tax

Business Receipt Tax (BRT) is also applicable on the gross revenue of businesses at the rates given below. BRT is treated as a
deductible expense from revenue.

e Automobiles and their spare parts: 4% or 7%;

e Communications and air transport providers and luxury premium hotels and restaurants: 10%;

e Travel agents: 4%;

e Revenue from public entertainment, exhibitions and support events: 4%;

e Sale of merchandise and services: 4%;

e Restaurant earning less than AFN 750,000 per quarter: 4%;

e Guest house, restaurant and hotel earning AFN 750,000 per quarter: 5%;

e Club hall (without any threshold): 5%.

BRT does not apply to the following categories of Income:

e Interest income;

e Fees earned from banking transactions;

e Proceeds of futures contracts whether settled in cash or otherwise;

* Insurance or reinsurance premiums;

e Distributions received by shareholders with respect to their interest in the company;

e Export of goods and services;

e Salaries, dividends, royalties and other payments that are subject to withholding tax;

e Income received from the rent or lease of residential property to a natural person if the tenant uses the property for
residential purposes for more than six months of the tax year;
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e Income of persons not having a business licence that are taxed at a fixed rate.

Note:

The VAT law entered into force on 22 December 2021 at a rate of 10%. Taxpayers who are not registered for VAT will continue to
be subject to BRT.

Capital Gains Tax

Capital gains under article 23 of the tax legislation refer to any gain from the sale, exchange, or transfer of the following assets:

1) Atrade or business, including goodwill;

2) A factory including equipment, machinery, buildings and land, or any part of such assets;
3) Equipment used in the business of transporting persons and property; and

4) Shares of stock in corporations or limited liability companies.

Chargeable capital gains are treated as and included in taxable income. A gain from the sale or transfer of movable or immovable
property acquired by inheritance is excluded from the provisions of paragraph (1) of this Article.

A loss incurred on the sale or exchange of capital items used in a business is deductible from the taxable income of the business
from other sources for the year. While a loss on the sale of shares can only be offset against the sale or exchange of other shares
in the same year.

Calculation method of Capital Gains

Gains (receipts less allowable expenses) arising from capital asset transactions are divided by the number of years of usage of the
said asset. The average rate so obtained is then applied to the total income of the person (natural or legal) for the year. The rate
so calculated cannot be less than 2%.

Branch Profits Tax

The calculation of tax on the taxable profits of branch offices of non-resident companies is the same as for other business. The tax
is calculated at 20% of income after allowing certain deductible expenses.

The only exception to the rule is that any amount remitted outside Afghanistan to a principal office, or any other branch office
shall be regarded as a dividend and shall be subject to withholding tax at 20%.

Value Added Tax

e The VAT law entered into force on 22 December 2021 at a rate of 10%.

e Taxpayers who are not registered for VAT are subject to the above-mentioned BRT.

e Registration is mandatory if the total value of taxable supplies made by the person in the past or upcoming 12 months is equal
to or more than AFN 150 million (510 companies are eligible). A person registered shall remain registered for a period of at
least one year from the date of registration.

e Turnover for optional registration is AFN 100 million: at least 75% of the person’s taxable supplies are to registered persons or
at least 25% of the supplies are for export. Once registered, these individuals must remain registered for at least two years.

e Exempted goods and services: health services, educational services, financial and insurance services, transfer or lease of
immovable properties for residential purposes, provision of religious services, humanitarian aid, goods and services provided
to a government entity for the purposes of rehabilitation after natural disasters, industrial incidents and catastrophes, sport
services.

e Zero-rated goods and services: export of goods or services for use outside the country, international land transport of goods
or passengers including the supply of goods and related services, transfer of part or whole of a business as a going concern by
a registered person to another registered person, provided by a written agreement between parties and notified the Ministry
of Finance, some basic foods items (wheat, flour, rice, sugar, cooking oil, tea, onions, potatoes, salt), books and educational
materials, basic materials used for household purposes (coal, wood, gas, soap).

e Whenever a non-resident without a fixed place in Afghanistan makes taxable supplies of goods and services exceeding the VAT
registration threshold, he shall appoint his representative who is subject to certain conditions.

Local Taxes
No local taxes are payable in respect of income of companies.

Other Taxes
Other important levies in Afghanistan include customs duty and various import duties.

B. Determination of Taxable Income

Taxable income is calculated as revenue for the year from all sources less the following admissible expenses:

1. Any expense related to the cost of production or trade and business, such as insurance and freight expenses, etc.;

2. The cost of supplies, materials, fuel, electricity, water, and ordinary and necessary expenses used in the production of income,
or in a trade or business;

Wages, salaries, commissions, and fees paid for services rendered by employees in trade or business;

Interest paid on business loans;

Rent paid on property necessary to and used in trade or business;

Cost of repairs and maintenance of properties and equipment necessary to and used for purposes of the business or trade;

ouew
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7. Depreciation of movable and immovable property at rates mentioned below:

No. Assets Useful Life Annual Percentage
(in Years) Allowed
1 Bricks or stone structures 50 2
2 Loam structure 20 5
3 Wooden structures 10 10
4 Machinery and equipment not otherwise specified below 10 10
5 Mining equipment 6.5 15
6 Tools 4 25
7 Printing equipment and machines 2 50
8 Handicraft machines 3 33
9 Metallurgical machines 10 10
10 Carpets 10 10
11 Rugs and other furnishings 4 25
12 Chairs, seats, and sofas 4 25
13 Desks, tables, and cabinets 10 10
14 Office equipment (calculators, typewriters, telephone, etc.) 6.5 15
15 Bicycles 5 20
16 Trucks 2 50
17 Cars 2 25
18 Tyres and tubes 2 50
19 Sacks 2 50
20 Impure iron stoves and pipes 10 10
21 Iron stoves 2 50
22 Carriages, animal carts, and handcarts 3 33
23 Construction machines, rollers and mixers 5 20
24 Computers and computer related equipment 3 33
25 Televisions, radios, and cellular phones 3 33
26 Telecommunication equipment/ cell towers 7 14

8. Any tax or charge that is a necessary expense for doing business, holding property for income, or for producing income, if paid
or accrued during the taxable year. Taxes imposed by this Law and taxes not qualifying as a necessary business expense are not
deductible, except as otherwise provided for by this Law;

9. Damages to movable or immovable property caused by fire, earthquake, and by casualty or disaster of any kind, over a
three-year period, to the extent that the cost is determined and substantiated by records and the loss was not recovered by
insurance;

10. Losses in business or trade from bad debts according to the Income Tax Manual;

11. Dividends paid in money by a legal entity organized under the laws of Afghanistan; and

12. Other expenses of doing business and of holding movable or immovable property for the production of income under relevant
legislative documents.

Disallowed Expenses

The following deductions are not allowable for tax purposes:

1. Expenses incurred to provide entertainment or advertising that are not connected with economical or commercial activities;

2. Dividends, interest, royalties, rent, commissions, wages, salaries, in case the tax has not been withheld as required by the law;

3. In case of a branch in Afghanistan of a non-resident person, any expenses paid or incurred by the non-resident person or any
person connected to the non-resident person;

4. Personal expenses are not deductible;

5. Capital expenditure that is subject to depreciation;
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6. Taxes paid to foreign countries by non-resident persons on income from sources within Afghanistan, if the double tax treaty is
not entered into with that country.

C. Foreign Tax Relief

Any income tax paid to the government of a foreign country may be taken as credit on the principle of reciprocity. The tax credit
on a foreign tax payment is calculated as follows:

Afghanistan tax on Global foreign country income
taxable income total global taxable income

D. Related Party Transactions

The tax authorities have the power in respect of a transaction between associates to distribute, apportion, or allocate income,
deductions, or tax credits between such associates to reflect the income that would have been realised in an arm’s-length
transaction.

E. Personal Income Tax

Following are the rates at which natural persons are subject to tax:

Income slab per month (AFN) Applicable Rate

0- 5,000 0%
5,001 - 12,500 2%
12,501 - 100,000 10% + AFN 150 fixed amount
Over 100,000 20% + AFN 8,900 fixed amount

F. Withholding Tax Rates

Individuals and organisations are subject to the following withholding taxes:

Type of income Applicable Rate

Salary At rates discussed in the preceding paragraph
Interest 20%

Dividends 20%

Royalties 20%

Prizes 20%

Rewards 20%

Lotteries 20%

Bonuses 20%

Service charges 20%

Rent If monthly rent is between AFN 10,000 and AFN 100,000 - 10 %.

If monthly rent exceeds AFN 100,000 -15%.

Contractors for supplies of goods and 7% for contractors without a business licence
services 2% for contractors having a business licence

G. Tax Incentives and Initiatives

E-filing

An electronic tax filing system has been introduced to facilitate taxpayers and to ensure transparency in the process. The system is
now operational in 5 provinces, i.e. Balkh, Herat, Nangarhar, Kabul and Kandahar.

E-filing is mandatory for all large businesses, including telecommunications firms, airlines, state-owned enterprises, companies in
the extractive industry, and banks.

Approval of the exemption of non-profit organizations from income tax

Non-profit organizations established in accordance with the Law of Non-Governmental Organizations (Official Gazette 859, 15
Saratan1384) can apply for an exemption from income tax by reporting their tax liability on assistance, grants, and income from

H
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essential activities in Afghanistan. This exemption procedure is based on Article 10 of the Income Tax Law of 2009.

Tax-exempt organizations meeting the following conditions will be exempt from tax on contributions and income derived from
their necessary operations:

1) The organization must be established under the laws of Afghanistan;

2) The non-profit organization must be exclusively dedicated to educational, cultural, literary, scientific, or charitable purposes;

3) Contributors, shareholders, members, or employees of the organization mentioned under 1) and 2) must not benefit from the
organization’s operations or upon its dissolution.

The organization must be registered with the Ministry of Economy in accordance with the Law on Non-Governmental
Organizations. However, registration alone does not automatically grant tax exemption under the Income Tax Law of 2017. The
institution’s goals and activities must align with the conditions outlined in Article 10 of the Income Tax Law of 2009.

The organization must operate in a non-profit manner, particularly for educational, cultural, scientific, or charitable purposes.
The institution’s activities should not benefit its contributors, shareholders, members, or employees during its operation or
liquidation.

Once the tax exemption is granted and specified under Article 10, the General Department of Revenue will issue a special
exemption procedure for the organization. This exemption will remain valid unless the circumstances stated in the application for
private procedure change, rendering the institution ineligible for exemption. Alternatively, the Ministry of Finance may cancel the
exemption based on different facts presented by the General Department of Revenue.

All NGOs are required to submit biannual reports of their funds, expenditure, and sector of operations in a predefined format
to the Ministry of Economy along with their annual external audit reports. They are also required to submit their online annual
income tax returns before 20th March every year.
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Albania

Member Firm

Contact Information

Tirana Taulant Asllani +355 69 94 44 920
taulant.asllani@pkf.al

Basic Facts

Full name: Republic of Albania
Capital: Tirana
Main languages: Albanian
Population: 2.83 million (2024 estimate)
Monetary unit: Lek (ALL)
nternet domain: .al
nt. dialling code: +355

Key Tax Points

e With effect from 1 January 2024, the standard rate of corporate income tax is levied at a rate of 15%. Before 2024, taxpayers
with an annual turnover of up to ALL 14 million were subject to profit tax at a rate of 0%. The rate was 15% for taxpayers
whose turnover exceeded ALL 14 million. For some small businesses, a 0% corporate income rate applies until 31 December
2029.

e The standard VAT rate is 20%. Reduced rates of 6% and 10% apply to certain supplies.

e Dividends and profit shares of partnerships paid to non-resident companies are subject to an 8% final withholding tax rate,
subject to the application of a double tax treaty.

e Interest, royalties, technical service fees, management fees, insurance fees, payments for financial services, payments for
construction, installation, assembly or related supervisory work, rental payments, and remunerations for performance
of entertainment activities paid to non-resident companies are subject to a 15% final withholding tax rate, subject to the
application of a double tax treaty.

A. Taxes Payable

Company Tax

A company is considered a resident of Albania if it has been establishment under Albanian law or at any time during the tax year,

the management and control of the affairs of the entity are exercised in Albania. The management and control of the affairs of an

entity are deemed to be exercised in Albania if the meetings of the board of directors of the entity are held in Albania, or at least

two of the following conditions are met:

e decisions relating to the daily management of the entity are made in Albania;

e atleast 50% of the board members or directors of the entity are resident in Albania; and

e atleast 50% percent of the capital or voting rights of the entity are owned, directly or indirectly, by persons resident in
Albania.

Resident companies are subject to tax on their worldwide income while non-resident companies are subject to tax only on
Albania-sourced income.

With effect from 1 January 2024, the standard rate of corporate income tax is levied at a rate of 15%. Before 2024, taxpayers
with an annual turnover of up to ALL 14 million were subject to profit tax at a rate of 0%. The rate was 15% for taxpayers whose
turnover exceeded ALL 14 million.

For some small businesses, a 0% corporate income rate applies until 31 December 2029 (see also hereafter, under Incentives).

A reduced 8% tax rate applies to dividend income, provided the participation exemption rules do not apply.
Incentives

Free zone

A company that is a user of a technological industrial development zone enjoys a 50% reduction in the corporate income tax rate
for a period of 5 years from the day of commencement of its activities in the zone.
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A tax deduction of 20% of a company’s annual capital expenses, in addition to the standard depreciation, is available for a period
of 2 years from the day of commencement of its activities in the zone.

Tourism

Accommodation facilities falling under the category of “four and five-star hotels with special status” are exempt from CIT for a
period of 10 years from the day of commencement of their activity. The incentive is available to accommodation facilities that
obtain “four and five-star hotels with special status” before 31 December 2024. The incentive is applied upon the commencement
of the business activity but not later than 3 years from obtaining the special status.

In order to obtain this special status, a minimum of EUR 8 million must be invested in a four-star hotel, and a minimum of EUR 15
million must be invested into a five-star accommodation facility.

Furthermore, until 31 December 2029, a reduced corporate income tax rate of 5% applies to entities classified as a “certified
agritourism entity” in accordance with the relevant tourism legislation.

Agriculture cooperatives

Agriculture cooperative entities will continue to benefit from 5% CIT until 31 December 2029.

Automotive industry

A reduced corporate income tax rate of 5% shall continue to apply until 31 December 2029 to companies engaged in the
automotive industry. Specifications (e.g., criteria and procedures) relating to this reduced rate are provided by the Council of
Ministers.

Information technology

A reduced corporate income tax rate of 5% shall continue to apply until 31 December 2025 to companies established before 1
January 2024 and engaged in producing or developing software. For companies established after 2023, this incentive is no longer
available.

Small businesses

Sole entrepreneurs and legal entities with an annual turnover not exceeding ALL 14 million shall continue to benefit from a 0% CIT
rate until 31 December 2029.

Self-employed individuals and legal entities performing professional services are, however, subject to personal income tax on
business income or corporate income tax depending on their legal form.

Capital Gains Tax

Capital gains derived from the sale of a company’s fixed business assets are taxed as part of the company’s ordinary business
income.

Specific rules apply to capital gains derived from sales of shares.

Branch Profits Tax

Branches are taxed in the same way as resident taxpayers on the income attributable to them.
There is no branch remittance tax in Albania.

Exit Tax

An exit tax mechanism was introduced effective 1 January 2024. A transfer of assets is considered taxable if:

e Aresident taxpayer transfers business assets from an Albanian head office to a foreign PE and Albania no longer has the right
to tax the transferred business assets as a result of the transfer; or

e Aresident taxpayer transfers their tax residence to another jurisdiction, with the exception of those business assets that
remain effectively connected to an Albanian PE.

The taxable base that will be subject to exit tax is the amount equal to the market value of the transferred business assets less
their value for tax purposes at the time the assets leave Albania. “Market value” for these purposes is the amount for which a
business asset can be exchanged, or the amount freely negotiated between an unrelated buyer and seller in a direct transaction.
The exit tax rate is 15%.

Value Added Tax (VAT)
The standard VAT rate is 20%. Reduced rates of 6% and 10% apply to certain supplies.
Certain supplies are zero rated, like e.g. exports and inward processing activity allowing the deduction of the relevant input VAT.

B. Determination of Taxable Income

Taxable profit includes any income (revenue) earned by an entity during the tax period, reduced by deductible expenses. Income
and expenses are determined based on the financial statements prepared according to the relevant law in force for accounting
and financial statements.
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Disallowed Expenses

All expenses incurred by an entity during a tax period are tax deductible, to the extent that such expenses are incurred to
generate income and in the interest of the economic activity, properly documented, and not subject to any deductibility
limitations specified by the law.

Non-deductible expenses

Non-deductible expenses are among others:

e Depreciation expenses according to accounting rules;

e Interest paid that exceeds the average annual 12-month loan interest rate set by commercial banks, as officially published by
the Bank of Albania in the month of granting of the loan, excluding interest on loans provided by microfinance institutions;

e Expenses incurred in respect of personal consumption of shareholders, partners, or persons executing power of attorney over
the affairs of the taxpayer and their family;

e Employee life and health insurance premiums that exceed 5% of the gross salary per tax period;

e Expenses for technical services, consultancy, and management invoiced by a non-resident if not paid by the taxpayer within
the tax period (where such expenses are paid later, they are tax deductible in the tax period when they are paid, but not later
than the month of December of the year following the year in which the invoice was issued);

e Expenses linked to income not included in taxable profit;

e Bribes;

e Certain expenses related to employees’ business travel within Albania and abroad.

Depreciation

Tangible and intangible assets are depreciated individually using the straight line method. Intangible assets are amortized using
the rate of 15% of their historical value.

Tangible assets are divided into three major groups and the following rates are used:

e buildings, installations, constructions and machinery with a long useful life at the rate of 5%;

e Intangible assets at the rate of 15%;

e computers, software products, information systems, and equipment used in connection with database back-ups are
depreciated at the rate of 25%; and

e all other assets are depreciated using the declining-balance method at the rate of 20%.

The depreciation base for passenger vehicles used for personnel cannot be higher than 50% of the cost (including VAT) but in any
case no higher than ALL 10 million. Before 2024, no limitation existed on this type of asset.

Where the depreciable base (i.e. acquisition or creation cost) of an asset is less than ALL 10,000 (ALL 5,000 before 2024), the full
cost of the asset may be expensed in the period it was acquired or created.

Non-depreciable assets include land, fine art, antiques, and jewellery.

Interest Deductions

The rules applicable to the deductibility of interests for CIT purposes can be summarized as follows:

e Average interest rate limitations: interest as a result of loan or debt contracts with conditions that exceed the 12-month
average annual interest rate of the loans set by commercial banks, as officially published by the Bank of Albania, will not be
considered deductible for CIT purposes for any interest exceeding this average.

e Interest limitation rules: the interest limitation rules are applicable to all interest expenses arising on loans and debt that a
company has, regardless of whether the provider is a related or an unrelated party. The interest that is deductible against the
income from the activity in the tax year is limited to 30% of the company’s tax EBITDA.

Tax EBITDA is calculated by adding taxable income to the amounts adjusted by the tax on excess interest, as well as the amounts
adjusted for tax depreciation and amortization. Tax-exempt income is excluded from the EBITDA of the entity.

Any deductible interest that exceeds the taxable income of the company (i.e., interest expenses above the 30% threshold) is
considered excess interest.

Excess interest may be carried over and deducted in the next 5 tax periods. Excess interest carried forward is not affected by
changes of ownership of the company.

Interest limitation rules are not applicable to banks, financial institutions and insurance institutions.

Losses

Losses arising in 2024 and subsequent years can be carried forward for 5 consecutive years, unless there is a direct or indirect
change in ownership of 50% or more of the company’s voting rights or shares, along with a change in business activity.

Losses arising in 2023 and prior years can be carried forward for 3 consecutive years.

Losses cannot be carried back.
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C. Foreign Tax Relief

Double taxation relief may be granted under the application of a double tax treaty. A tax relief or tax credit is allowed if supporting
documents, as required by the Ministry of Finance, are submitted to the tax authorities in accordance with a specified procedure
and within certain deadlines.

The credit is calculated on a per-country basis and any excess credit can be carried forward.

D. Corporate Groups

There is no group taxation in Albania.

E. Related Party Transactions

In 2014, Albania introduced detailed legislation on transfer pricing. This legislation aims to regulate controlled transactions
between associated parties and to ensure that those transactions respect the arm’s length principle.

Subject to transfer pricing rules are persons engaging in controlled transactions with related parties. Two persons are considered
to be related parties, when:

e one person participates directly or indirectly in the management, control or capital of the other person; or

e the same person or persons participate(s) directly or indirectly in the management, control or the capital of both persons.

A person participates directly or indirectly in the management, control or capital of another person when:
e that person owns, directly or indirectly, 50 percent or more of the share capital of the other person; or
e that person effectively controls the business decisions of such other person.

Controlled transaction notice

An entity involved in one or more controlled transactions must determine if the terms of a controlled transaction comply with
market principles. If the terms set or dictated in one or more controlled transactions conducted by an entity do not comply with
market principles, then the taxable profits of that entity may be increased to the extent necessary to align with market principles.
The term “controlled transaction” means:

a) Any transaction between related persons when:
— One party to the transaction is a resident, and the other is a non-resident.
— One party to the transaction is a non-resident, which has a permanent establishment in the Republic of Albania to which
the transaction is attributed, and the other party is another non-resident.
— One party to the transaction is a resident, and the other party is a resident, which has a permanent establishment outside
the Republic of Albania to which the transaction is attributed.

b) Any business relationship between a non-resident and their permanent establishment in the Republic of Albania.
c) Any business relationship between a resident and their permanent establishment outside the Republic of Albania.

d) Any transaction between a resident or a non-resident that has a permanent establishment in the Republic of Albania, to which
the transaction is attributed, with a resident of a jurisdiction listed by directive of the minister responsible for finance.

The terms of a transaction include, but are not limited to, financial indicators measured in applying the appropriate transfer
pricing method.

Transfer pricing documentation

Transfer pricing documentation should be prepared annually. However, taxpayers with a turnover of less than ALL 50 million
(approximately EUR 494,000) that use external comparable data can use the same data for three consecutive fiscal years. This is
applicable provided that there have been no material changes in the conditions of the controlled transactions, the comparability
of the external data, and the relevant economic circumstances.

Taxpayers are required to report all controlled transactions annually by filing an annual controlled transaction notice if the
aggregate value of their controlled transactions, including loan balances, exceeds ALL 50 million. The annual controlled
transaction notice should be submitted by 31 March of the following year. When determining the annual aggregate transaction
value, taxpayers should take into account all intercompany transaction amounts (i.e., without offsetting credit and debit values).

F. Personal Tax

An individual is deemed to be a resident of Albania if the individual:

¢ has a permanent home in Albania; or

¢ resides in Albania, either consecutively or intermittently, for more than 183 days in a calendar year; or
e has their centre of vital and economic interests in Albania; or

e is an Albanian citizen holding a consular, diplomatic, or similar office abroad.

Resident taxpayers are subject to income tax on their worldwide income (article 2 of the ITL). Tax is computed separately on each
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category of income. The following categories of income are distinguished:

e employment income, among others, salaries and other remuneration in connection with employment, including benefits

in kind, remuneration due to termination of employment relationship, income generated by self-employed individuals

performing certain professional activities when one of the following conditions is met:

(i) 80% of income is generated directly or indirectly from a single customer; and

(i) 90% of income is generated by one or two customers. However, when such professional services are rendered only to
non-resident individuals or non-resident entities that do not have a permanent establishment in Albania, the income is
considered business income).

business income, among others, income from any kind of business activity, interest, dividends, royalties and income from the

sale of securities which are effectively related to the business activity, income from the sale of assets, including the sale of the

entire business activity, capital gains realized from the disposal of business assets as part of a business reorganization, income

derived from transactions with virtual assets, or mining of virtual assets, effectively related to the business activity

investment income (if not categorized as business income), among others, dividends and profit shares of partnerships interest,

except for interest from Eurobonds issued from the Republic of Albania, but only when the recipient is a foreign individual,

licence fees and other royalties, capital gains from the alienation of shares in the share capital of Albanian entities and of

financial instruments, inheritances, income or capital gains from transactions or mining of virtual assets, and other income

(i.e., any other item of income that is not explicitly exempt).

Gross monthly salaries and other remuneration in connection with employment are taxable at the following progressive rates for
the period 1 January 2024 to 31 December 2024:

Monthly remuneration (ALL) E]

Up to 50,000 0%

50,001 - 60,000 0% up to ALL 35,000
13% of the amount over ALL 35,000 up to ALL 60,000

Over 60,000 0% up to ALL 30,000
13% of the amount over ALL 30,000 up to ALL 200,000
ALL 22,100 + 23% of the amount over ALL 200,000

The rates and brackets were the same for 2023.
As from 1 January 2025, the rates and brackets will be as follows:

Annual remuneration (ALL) Rate (%)
Up to 2,040,000 ‘ 13
Over 2,040,000 ‘ 23

Investment income is subject to a flat 15% rate, except for dividends and other profit distributions that are taxed at a reduced rate
of 8%.

As from 1 January 2024, the business income tax rate for self-employed individuals is 15% on annual next taxable income up to
ALL 14 million and 23% on any excess annual net taxable income over ALL 14 million.

Self-employed individuals operating a commercial business with gross annual taxable income not exceeding ALL 14 million
continue to be subject to a 0% business income tax rate until 31 December 2029. Self-employed individuals engaged in activities
included on a defined list of services and professional activities do not benefit from this incentive.

G. Withholding Tax

e Dividends and profit shares of partnerships paid to non-resident companies are subject to an 8% final withholding tax rate,
subject to the application of a double tax treaty.

Interest, royalties, technical service fees, management fees, insurance fees, payments for financial services, payments for
construction, installation, assembly or related supervisory work, rental payments, and remunerations for performance

of entertainment activities paid to non-resident companies are subject to a 15% final withholding tax rate, subject to the
application of a double tax treaty.

H. Treaty and Non-Treaty Withholding Tax Rates

Individuals, Qualifying Interest Royalties

companies companies (%) (%)
(%) (%)

Domestic rates

Companies 8 8 15 15
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Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)
Individuals 8 -- 15 15
Treaty countries:
Austria 15 5 0/5 5
Belgium 15 5 5 5
Bosnia and Herzegovina 10 5 10 10
Bulgaria 15 5 0/10 10
China 10 10 0/10 10
Croatia 10 10 0/10 10
Czech Republic 15 5 0/5 10
Egypt 10 10 10 10
Estonia 10 5 0/5 5
Finland 15 5 0/5 5
France 15 5 0/10 5
Germany 15 5 0/5 5
Greece 5 5 0/5 5
Hungary 10 5 0 5
Iceland 10 5 10 10
India 10 10 0/10 10
Ireland 10 5 0/7 7
Israel 15 5 0/10 5
Italy 10 10 0/5 5
Korea (South) 10 5 0/10 10
Kosovo 8 5 10 10
Kuwait 0/10 0/5 0/10 10
Latvia 10 5 0/5/10 5
Malaysia 15 5 0/10 10
Malta 15 5 5 5
Moldova 10 5 5 10
Montenegro 15 5 10 10
Netherlands 15 0/5 0/5/10 10
North Macedonia 10 10 10 10
Norway 15 5 0/10 10
Poland 10 5 10 5
Qatar 0/5 0/5 0/5 6
Romania 15 10 0/10 15
Russia 10 10 10 10
Saudi Arabia 5 5 6 5/8
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Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)

Serbia 15 5 10 10
Singapore 5 5 0/5 5
Slovenia 10 5 0/7 7
Spain 10 0/5 0/6 0
Sweden 15 5 5 5
Switzerland 15 5 0/5 5
Turkiye 15 5 0/10 10
United Arab Emirates 0/10 0/5 0 5
United Kingdom 10 5/15 0/6 0
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Algeria

City Name Contact Information

Algiers Samir Belkhiri +213 770999 990
samir.belkhiri@csb-advisory.com

Basic Facts

Full name: People's Democratic Republic of Algeria
Capital: Algiers
Main languages: Arabic
Other languages French (business and education); Berber (constitutionally national)
Population: 46 million (2024 estimate)
Monetary unit: Algerian Dinar (DZD)
Internet domain: .dz
Int. dialling code: +213

Key Tax Points

e All companies are liable for corporate income tax on their profits arising from any business they carry on in Algeria, except for
certain restricted categories mentioned in the tax code.

e All economic activities conducted in Algeria, including sales operations, imports, construction works and services, which are of
an industrial, commercial or handicraft nature made in Algeria on a regular or occasional base are subject to VAT.

e Dividend withholding tax at a rate of 15% is imposed on dividends paid from Algerian sources to individual residents or non-
resident individuals and legal entities, subject to the application of a double tax treaty.

e Relief from foreign taxes in Algeria depends on whether the country in question has entered into a double tax treaty with
Algeria.

e Withholding tax applies to interests, dividends, royalties and technical service fees.

A. Taxes Payable

Income Tax

Resident companies incorporated in Algeria and non-resident companies that have a permanent establishment in Algeria are
liable for corporate income tax on their profits arising from any business carried on in Algeria. Depending on the activity, the rates
vary as follows:

e 19% for the sector of the production of goods;

e 23% for construction, public works and hydraulic activities as well as thermal and tourist activities, excluding travel agencies;

* 26% for other activities.

Tax on Professional Activity

The 2024 Finance Law abrogates all of the articles relating to the terms and conditions applicable to taxpayers with a turnover
subject to the Tax on Professional activity (TAP). This tax is abolished for all taxpayers. TAP had applied on the turnover of
companies liable to corporate income tax and was levied at 1.5%.

Local Solidarity Tax

Introduction by the 2024 Finance Law of a local solidarity tax for hydrocarbon pipeline transport and mining activities.

Basis of assessment:

Total amount of turnover, excluding VAT.

Tax rate:
e 3% for hydrocarbon pipeline transport activity;
e 1.5% for mining activities

Generating event:
e Full or partial payment of the price for transporting of hydrocarbons by pipeline.
e For mining activities, legal or material delivery.

PKF Worldwide Tax Guide 2024/25 13



Exemptions and reductions:

e Reduction of 30% on sales carried out under wholesale conditions by mining companies, paid for by a means of payment other
than cash.

e In determining the turnover base subject to the local solidarity tax, the following are excluded:
— transactions carried out between units of the same undertaking; and
— transactions carried out between member companies belonging to the same group.

Value Added Tax (Vat)

VAT applies to the supply of most goods and the provision of services in Algeria. All economic activities conducted in Algeria,
including industrial and handicraft activities and liberal or commercial professions, are subject to VAT. Exports by definition are
consumed abroad and are in principle not subject to VAT. Any VAT charged under such circumstances is usually refundable. This
avoids downward pressure on exports.

(1) Rates.

Two different VAT rates apply in Algeria:
— A special reduced rate of 9% applies to goods and services of particular economic, social or cultural interest; and,
— 19% for operations related to services and goods not subject to another rate.

(2) Filing and payment.
Monthly returns and any tax payable are generally due by the 20th day of the following month.
Single Flat Tax (Alternative Taxation)

This is a tax that replaces several taxes (Income Tax, VAT, and Tax on Professional Activities) and is applied to taxpayers whose
turnover does not exceed 8 million DZD.

The rates are as follows:
e 5%: applicable to production and sales activities;
e 12%: applicable to all other activities.

These taxpayers can also submit a request to be taxed according to the general scheme.

Property Tax

It is a tax that applies to developed and undeveloped properties. The rate of PT varies between 3 and 10%.

Other Taxes And Levies Vocational Training Tax

Companies that employ more than 1 employee are subject to a tax of 1% on the annual payroll for vocational training. An
additional tax of 1% on the annual payroll is also payable (for learning) for all companies that employ more than 20 permanent
employees. Taxpayers may be exempt from paying this tax provided they initiate training and learning activities.

Domiciliation Tax
A bank domiciliation tax is imposed on the importation of goods or services.

The tax is paid at the rate of 0.5% on the amount of the importation for any request to open a file of a transaction of importation
of goods. The amount of the tax cannot be less than DZD 20,000.

The rate of the tax is fixed at 4% of the amount of the domiciliation for the imports of services.
Equipment and raw materials that are not intended for resale in the State, subject to registration prior to each import
commitment are exempt from this tax.

Branch Profits And Remittance Tax

Branches of non-resident companies are subject to the same corporate tax rates as regular resident Algerian companies, i.e. the
abovementioned 19%, 23% and 26%.

However, also a branch remittance tax was introduced by the Finance Act 2009 (Section 6). This tax is applicable to profits
transferred to a non-resident by the branch or permanent establishment of a foreign company. The tax is payable on the profit
after deduction of company tax at a rate of 15%.

Luxury Vehicle Tax

Vehicles registered in the category of passenger cars (PC) which are less than five (5) years old and disclosed in the Balance Sheet
of a company established in Algeria, or rented by the company for a cumulative period equal to or greater than three (3) months
during a tax period, are subject to an annual tax determined.

Vehicles rented
e Between DZD 3,500,000 and DZD 6,000,000 = DZD 250,000;
e Qver DZD 6,000,000 = DZD 500,000.
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Vehicles acquired by the company
e Between DZD 3,500,000 and DZD 6,000,000 = DZD 350,000;
e Over DZD 6,000,000 = DZD 600,000.

However, the tax does not apply to vehicles intended exclusively for sale, either to rent or to execute a transport service available
to the public, when these operations correspond to the normal activity of the owning company.

B. Determination of Taxable Income

Taxable income is determined on the basis of regular accounting results. When there are discrepancies between tax rules and
accounting principles, adjustments are made to the accounting results. Profits are in principle considered to be gross revenue less
production, salary and wages and rental expenses. Generally, all expenses generated in the conduct of a business are deductible
if they are incurred in gaining or producing assessable income. However, expenses exceeding DZD 1,000,000 (USD 7,500) paid in
cash are non-deductible from the taxable base.

Other non-deductible expenses from the taxable base are also detailed in tax law (art.169 CIDTA).

Depreciation

Fixed assets owned by a company are normally written off over their normal useful life. For tax purposes, the straight-line method
is normally adopted but other methods may be used in certain circumstances and with the authorisation of the tax authorities
following a request.

Stock / Inventory

For the determination of net income, inventories must be evaluated at their cost price. If, at the end of the year, the market or
realisable value is lower, the company must set up reserves for depreciation of the inventories. The tax authorities are very strict
regarding the deductibility of provisions as they require that provisions be documented.

Dividends

Dividends paid by a company established under Algerian law to another company established under Algerian law are subject to
withholding tax at a rate of 15% at the level of the dividend-paying company.

Capital Gains On Disposal Of Certain Financial Assets

Capital gains on the disposal of the following financial assets are exempt from corporate income tax for a 5-year period as of 1

January 2019:

e the proceeds and capital gains from the sale of shares and similar securities listed on the stock exchange as well as those from
the shares or units of collective investment schemes in transferable securities (UCITS);

e proceeds and capital gains from the sale of bonds, similar securities and similar treasury bonds listed on the stock exchange
or traded on an organised market with a minimum maturity of 5 years issued during a period of 5 years, from 1 January 2019.
This exemption covers the entire period of validity of the security issued during this period; and

e bank term deposits for a period of 5 years or more.

Losses

Losses may be carried forward for four years. The carry back of losses is not permitted.

Foreign Sourced Income

Revenues from a foreign source that are subject to tax at source on the payment in the country of origin are in principle not
subject to tax in Algeria in case there is a double tax treaty. Non-resident legal entities are taxable on their Algerian source income
and on gains from the disposal of buildings and the disposal of shares in real estate companies. The taxable capital gain is the
difference between the sale price and the purchase cost. Relief from foreign taxes in Algeria depends on whether a double tax
treaty has been concluded by Algeria.

Incentives

The Algerian tax legislation has established a number of incentives to facilitate investment and the creation of projects in certain
sectors. Incentives are aimed at accelerating the growth rate and job creation within activities related to fields determined by the
specific legislation. Major incentives are available for investments made by enterprises located in areas that require development.
Investment projects can be granted tax advantages during the launch phase and for three years during the operational phase. This
period is extended from three to five years for investments creating more than 100 jobs since the start of activities.

Intercompany Loans

Interest paid to shareholders in respect of sums they surrender or make available to the company in addition to their capital
shares, irrespective of the form of the company, is deductible within the limits of the average effective interest rate as established
by the Central Bank of Algeria.

However, this deduction is subject to two conditions:
e The capital has been fully paid up; and
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e The sums placed at the disposal of the company do not exceed 50% of the capital.

For the purpose of determining corporate income tax, the sums made available to the shareholders by the company shall be
deemed to be distributed (as a dividend).

Interest on loans between related companies is deductible within the limits of the average effective interest rates as established
by the Central Bank of Algeria.

For the purpose of determining corporate income tax, the proceeds of loans granted between enterprises without interest or at
a reduced interest are determined by applying to the sums lent the average effective interest rates as established by the Central
Bank of Algeria.

C. Foreign Tax Relief

No unilateral double taxation relief is granted under domestic Algerian tax law for foreign taxes. Bilateral relief of foreign taxes in
Algeria depends on whether the country in question has concluded a double tax treaty with Algeria. Algeria has concluded more
than 30 double tax treaties.

D. Corporate Groups

When an Algerian joint-stock company holds 90% or more of the shares of one or more Algerian joint-stock companies, the group
may choose to be taxed as a single entity. Hence, the subsidiaries are treated as branches of the parent company and corporate
tax is payable only by the parent company. Under this system, the profits and losses of all controlled branches, subsidiaries and
partnerships in Algeria are consolidated. Once elected, the option is binding for four years.

Companies operating in the hydrocarbon sector are excluded from this regime.

E. Withholding Tax

For certain categories of income, the payer of income has to withhold tax at source, file tax returns and submit the amount of tax

withheld to the tax authorities.

e Dividends paid to shareholders are subject to a 15% withholding tax, which may be reduced under a double tax treaty;

e Interest paid to a non-resident is subject to a 10% withholding tax, which may be reduced under a double tax treaty;

e The withholding tax on royalties is 30% (effective 1 May 2020; previously 24%), which may be reduced under a double tax
treaty.

e The withholding tax on technical service fees is 30% (effective 1 May 2020; previously 24%) and applies to the gross income
derived from any service fee paid abroad by a local company to a foreign company;

e Most services performed in Algeria by non-resident companies are generally subject to a 30% (effective 1 May 2020;
previously 24%) withholding tax.

F. Personal Income Tax

Personal income tax is a direct tax levied on the income of an individual. Taxpayers are classified into residents and non-residents.
Income subject to tax is called assessable income and is divided into six categories:

Professional benefits;

Farm income;

Rental income from built and/or undeveloped properties;

Income from shares;

Salaries, wages, pensions and life annuities;

Capital gains on the sale of built or undeveloped buildings against payment.

oueswWwNE

For each category of income, certain deductions and allowances are granted in the calculation of the taxable income. Taxpayers
should keep their accounting records in compliance with the accounting legislation in order to benefit from these deductions. In
general, a person liable for personal income tax has to compute his tax liability, file a tax return and pay tax, if any, on a calendar
year basis. There is no obligation to submit a tax return for taxpayers who do not receive other remuneration than salary.

Married couples file tax returns as separate individuals. Income of children is reported on the tax return of the head of the family.
A spouse can report the income of their children on his/her tax return in certain circumstances.

Wages and salaries are subject to withholding tax and paid by the employer after deducting the personal income tax. The tax base
includes all the pay sections subject to tax at the progressive rate detailed in the table below (effective 1 January 2022):
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Taxable income (DZD) Rate (%)

Up to 240,000 0
240,001 — 480,000 23
480,001 — 960,000 27

960,001 — 1,920,000 30

1,920,001 — 3,840,000 33

Over 3,840,000 35

G. Treaty And Non-Treaty Withholding Tax Rates

Algeria has concluded double tax treaties with the following countries:

Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)

Domestic rates

Companies 15 15 10/40% 21/30%

Individuals 15 -- 10/50% 21/30%
Treaty countries:
Arab Maghreb Union -1 -t =1 =1
Austria 15 53 0/10 10
Bahrain 0 0 0 =
Belgium 15 15 0/15 5/15%
Bosnia and Herzegovina 10 10 10 12
Bulgaria 10 10 10 10
Canada 15 15 0/15 15
China 10 54 7 10
Denmark?* 15 522 0/8% 10
Egypt 10 10 5 10
France 15 5% 10/12* 5/10/12%*
Germany 15 53 10 10
Indonesia 15 15 15 15
Iran 5 5 5 5
Italy 15 15 15 5/15%
Jordan 15 15 0/15 15
Korea (South) 15 54 10 2/10%
Kuwait 0 0 0 15
Lebanon 15 15 0/10 10
Libya =2 = =2 =2
Mauritania 10 10 10 15
Netherlands'® 15 0/5° 0/8% 5/15%°
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Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)
Portugal 15 10°¢ 15 10
Qatar 0 0 0 5
Romania 15 15 15 15
Russia 15 5¢ 15 15
Saudi Arabia 0 0 0 7
South Africa 15 10 10 10
Spain 15 57 5 7/14Y
Switzerland 15 58 0/10 10
Syria 15 15 10 18
Turkiye 12 12 10 10
Ukraine 15 Sh 0/10 10
United Arab Emirates 0 0 0 10
United Kingdom? 15 54 7 10
Notes:

1. No reduction under the treaty, the domestic rate applies.

2. Income is subject to tax in the source country only, the domestic rate applies.

3. The reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of
the capital of the paying company.

4. The reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of
the capital of the paying company.

5. The reduced rate applies if the beneficial owner is a company which holds directly or indirectly at least 10% of the capital of
the paying company.

6. The reduced rate applies if the beneficial owner is a company which, during a consecutive period of two years preceding the
payment of the dividends, holds directly at least 25% of the capital of the paying company.

7. The reduced rate applies if the beneficial owner is a company which holds directly or indirectly at least 10% of the capital of
the paying company.

8. The reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 20% of
the capital of the paying company.

9. Effective date: Algeria: 1 January 2017 (withholding and other taxes). United Kingdom: 1 January 2017 (withholding taxes)/1
April 2017 (corporate tax)/6 April 2017 (income and capital gains taxes).

10. Interest on debts, deposits and guarantees paid by resident persons to non-resident companies is subject to a final 10%
withholding tax while a 40% (50% for individuals) final withholding tax applies to interest on bearer securities.

11. Royalties paid by resident persons to non-resident companies are subject to a 30% final withholding tax while an effective 21%
withholding tax (70% calculated on 30% of the gross amount) is levied on the use of computer software.

12.10% if the interest arises in France and 12% if it arises in Algeria.

13.The 5% rate applies to royalties paid for the use of, or the right to use, any copyright of literary, artistic or scientific work,
excluding cinematograph films and films or tapes for radio or television broadcasting while the 15% rate applies in all other
cases.

14.The 5% rate applies to royalties paid for the use of, or the right to use, any copyright of literary, artistic or scientific work
excluding cinematograph films and works recorded for radio or television broadcasting while the 10% rate applies in all other
cases when the royalties arise in France and 12% when they arise in Algeria.

15.The 5% rate applies to royalties related to copyright of literary, artistic or scientific work, with the exclusion of cinematograph
films and films or tapes used for radio or television broadcasting while the 15% rate applies in all other cases.

16.The 2% rate applies to royalties which are paid for the use of, or the right to use, industrial, commercial, or scientific
equipment while the 10% rate applies in all other cases.

17.The 14% rate applies to royalties paid for the use of, or the right to use, any copyright of literary, artistic or scientific work
including cinematographic films, or films, tapes and other means of image or sound reproduction while the 7% rate applies in
all other cases.

18. Effective date: 1 January 2021.
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19.The 0% rate applies if (i) the payer of the interest is the Government, a political subdivision or a local authority thereof (ii)
the interest is paid to the Dutch Government, a political subdivision or a local authority thereof, or to institutions or bodies
(including financial institutions) wholly owned by the Netherlands or subdivision or authority, or the Dutch Central Bank (iii)
the interest is paid to any institution or body (including a financial institution) in relation to loans made in application of an
agreement concluded between the Governments of the Contracting States (iv) the interest is paid in respect of a loan granted
by a bank, any other financial institution or a pension fund (v) the interest is paid in connection with the sale on credit of any
industrial, commercial or scientific equipment.

20.The 15% applies to royalties paid for the use of, or the right to use any copyright of literary, artistic or scientific work including
cinematographic films, or films, tapes and other means of image or sound reproduction. The 5% rate applies in all other cases.

21.Entry into force: 17 December 2023. Effective date: 1 January 2024.

22.The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 15%
of the capital of the company paying the dividends throughout a 365 day period that includes the day of the payment of the
dividend (for the purpose of computing that period, no account shall be taken of changes of ownership that would directly
result from a corporate reorganisation, such as a merger or divisive reorganisation, of the company that holds the shares or
that pays the dividend).

23.The 0% rate applies if (i) the payer of the interest is the Algerian Government, a political subdivision or a local authority (ii)
the interest is paid to the Government of Denmark, a political subdivision or a local authority thereof, or to institutions or
bodies (including financial institutions) wholly owned by Denmark or a political subdivision or local authority, or Central Bank
of Denmark (iii) the interest is paid to any institution or body (including a financial institution) in relation to loans made in
connection with an agreement concluded between the governments of the Contracting States.

PKF Worldwide Tax Guide 2024/25 19



Angola

Member Firm

Contact Information

Luanda Tiago Rocha +244 932 225 030
tiagorocha@pkf.co.ao

Basic Facts

Full name: Republic of Angola
Capital: Luanda
Main languages: Portuguese
Other languages Umbundu, Kimbundu, Kikongo and others
Population: 37.6 million (2024 estimate)
Monetary unit: Angolan Kwanza (AOA)
Internet domain: .a0
Int. dialling code: +244

Key Tax Points

¢ Income obtained by corporate entities established in Angola is subject to three different taxes: (i) Industrial Tax, which is levied
on the corporate taxable income, including capital gains on the sale of fixed assets; (ii) Investment Income Tax, applicable to
capital gains on the sale of securities, royalties, interest and dividend income; and (iii) Rental Income Tax, on rents collected
from rented real estate as well as on deemed rented income from real estate owned by companies.

e The standard CIT rate is 25%. This rate also applies to non-residents with a permanent establishment in Angola. Different rates
may apply to certain sectors like mining and Oil & Gas.

e Services rendered by non-resident entities are subject to a 6.5% withholding tax rate.

e Transfer pricing legislation enables the tax authorities to make corrections to taxable income when either the conditions
(or prices) agreed between related parties are different from those that would have been agreed and accepted between
independent entities in comparable transactions.

e VAT is levied on domestic supplies of goods, services and imports at a rate of 14%, although certain specified products and
services are exempt from tax.

e Excise duty entered into force in Angola from 1 October 2019 onwards. All production, imports, and sales by public auction are
subject to excise duty, calculated at different rates of 2%, 5%, 19%, and 25%, depending on the kind of product. The applicable
rates for oil derivatives remain at 2%.

e Stamp duty is levied on a number of operations and contracts. Companies covered by standard and/or simplified VAT regimes
are exempt from stamp duty on the receipts.

e Special tax regimes are in place for oil and mining companies.

e Personal Income Tax applies to three different groups: (i) Employment income (group A); (ii) Independent professionals (Group
B); and (iii) Industrial and commercial activities (Group C). PIT rates have been revised on a recurring basis with the aim of
reducing the burden on lower income, maintaining the tax burden on average income and, at the same time, progressively
increasing the tax burden on higher income.

e Social security is due on remunerations paid at an 8% rate for the employer and a 3% rate for the employee.

e A new Property Tax Code was approved that entered into force on 9 August 2020 and replaces the Urban Property Tax Code.
Rented property is subject to property tax at a 15% rate on rental income.

A. Taxes Payable

Corporate Income Tax

Companies are subject to the Corporate Income Tax Code (Cddigo do Imposto Industrial), which was introduced by Law 19/14 of
22 October 2014 and entered into force on 1 January 2015.

Corporate income tax (CIT) is assessed on profits arising from business activities (industrial and commercial) carried out in Angola
by companies (including permanent establishments (Pes) of non-resident entities). In addition to CIT, Investment Income Tax

(I1T) is withheld from domestic dividends, repatriation of profits of PEs of non-resident entities, interest on shareholders’ loans,
capital gains, royalties, interest and other types of income from capital invested. CIT is imposed on a worldwide basis for resident
companies.
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The Angolan system has two tax regimes: the general regime and the simplified regime. The simplified regime applies to taxpayers
subject to CIT who are subject to the general VAT regime (business turnover not exceeding USD 250,000). Are excluded from the
simplified regime:

e public companies and public entities;

¢ financial institutions;

e companies covered by special tax regimes;

e telecom companies; and

e subsidiaries or branches of foreign entities.

Taxpayers who have been included in the simplified taxation regime may apply to join the general regime, subject to certain
conditions, and must submit their application with the relevant tax office by the end of February of the year to which the CIT
relates.

The general regime applies to taxpayers with revenue exceeding USD 250,000 for either 2 consecutive or non-consecutive years
and the taxable income for a taxpayer subject to this regime is the business income or profits (i.e. profits from any commercial or
industrial activities), covering all types of income and gains, including those of an extraordinary nature, whether derived from the
main business activity of the enterprise or from ancillary activities, including certain other items.

A tax reform was enacted in 2020. The law introducing the changes was published on 20 July 2020 and entered into force on 19
August 2020, as a result of which the standard CIT rate was reduced from 30% to 25%. This rate also applies to non-residents with
a PE in Angola. Non-residents without a PE in Angola are subject to final withholding taxes at various rates depending on the type
of income derived from Angola.

Income derived exclusively from agricultural, aquaculture, apiculture, poultry, livestock, fishing and forestry activities (except for
the exploitation of wood) is subject to a single rate of 10%.

Income from banking and insurance activities, telecommunications companies and Angolan oil companies is subject to a 35% CIT
rate.

CIT advance payments may apply to corporate entities at the rate of 6.5% for service providers and 2% for sellers of goods.

Mining companies are subject to CIT at a rate of 25%. Oil companies are subject to an oil income tax (which substitutes the CIT)
at a flat rate of 50%, or at an effective rate of 65.75% for production sharing agreement partners and joint venture partners,
respectively.

Withholding Tax on Service Charges

Most services are subject to withholding tax at a rate of 6.5%. This withholding tax should be retained by the company paying for
the services and may be deducted on the corporate income tax return (“Modelo 1”) presented by the supplier of the service as an
advance payment, up to the amount of the tax assessed. The excess of the amount withheld over the assessed tax amount may
be carried forward and offset against the corporate tax liability of the subsequent 5 years. The withholding tax rate applicable to
services rendered by non-resident entities dropped from 15% to 6.5%.

Services provided by resident companies not subject to withholding tax are: (i) educational Services; (ii) medical services;
(iii) hospitality services; (iv) passenger transport services; (v) rental of equipment subject to Investment Income Tax; (vi)
telecommunications services; and (vii) financial brokerage and insurance services.

Overseas Service Charges

Management and technical assistance services provided by foreign entities must be supported by a contract which can be subject
to approval of the Ministry of Economy, depending on its amount. The total amount of services contracted with overseas service
suppliers shall not exceed 10 times the equity value of the Angolan company acquiring such services. In case this condition is not
met, the excess amount will be treated as a non-deductible expenditure.

Payment of services to non-resident companies is subject to a final withholding tax rate of 6.5%, except in the case of the
following services, which are not subject to such levy: (i) educational services; (ii) medical services; (iii) transportation services,
including passengers; and (iv) rental of equipment subject to Investment Income Tax.

Permanent Establishment (PE)

In accordance with the Angolan General Tax Code, a fixed place of business from which the company develops the whole or a

part of its activity, namely an office, a branch or a factory is deemed to be a permanent establishment. The continued provision

of services for periods longer than 90 days within any 12-month period may also be deemed to be a permanent establishment.
Foreign companies with a permanent establishment in Angola are subject to Industrial Tax on: (i) profits obtained by the Angolan
permanent establishment; (ii) profits obtained by the head office from the sale of goods in Angola of a similar nature to those sold
by the permanent establishment in that territory; and (iii) profits obtained by the head office from other commercial activities
carried out in Angola of a similar nature to those carried out by the permanent establishment in that territory.

An Angolan branch of a non-resident company is taxed on its profits and capital gains in the same way as a resident Angolan
company. Repatriation of Angolan branch profits to its head office is subject to Investment Income Tax at a rate of 10%.

Capital Gains

Capital gains obtained by resident companies on the sale of fixed assets are included in their taxable income, which is taxed under

PKF Worldwide Tax Guide 2024/25 21



Industrial Tax at the standard flat rate of 25%. Capital gains on the sale of shares and other securities are taxed under Investment
Income Tax at a rate of 10%.

VAT

The general VAT regime generally applies to taxable persons with a turnover or import transactions above AOA 350 million during
the preceding 12 months. Taxpayers that operate in the manufacturing industry are only subject to the general regime if their
turnover or import operations during the preceding 12 months exceeds AOA 25 million.

VAT related to the following expenses is not deductible:

(a) expenses related to tourist vehicles, recreational crafts, helicopters, airplanes, motorcycles and mopeds;
(b) accommodation and meals expenses; and
(c) tobacco expenses.

However, VAT on expenses (a) and (b) may be deductible when the supply or exploitation of such goods is the company’s activity.

For purposes of VAT deduction, taxpayers must hold a properly issued invoice (or the customs note in case of VAT paid on import
of goods). VAT is deductible in the month in which the invoice was issued, or in the following month.

The standard VAT rate is 14% while a reduced 7% rate is applicable to taxpayers that fall under the Simplified Regime.

The following supplies of goods and services, among others, are VAT exempt (without the right to deduct input VAT):

e medical services performed by hospitals, clinics and similar establishments;

e educational services provided by entities duly recognized by the Ministry of Education;

e books, including in digital format;

e sale and lease of immovable property, either for housing or commercial purposes (which do not include the provision of
services regarding housing under the hotels industry);

e lease of immovable property for house purposes;

e collective transport of passengers;

e health insurance, life insurance, and reinsurance operations;

¢ financial intermediation services.

Foreign companies without a head office or PE in Angola supplying goods or services locally to private individuals are required to
register for VAT purposes and charge the VAT due. In case of services rendered by said foreign companies to an Angolan taxpayer,
the reverse charge mechanism applies and the responsibility to assess and pay the tax due lies with the acquirer of the services.

Excise Duties

As a result of the publication of the VAT Code, the Consumption Tax Code has been revoked. At the same time, the Excise Duties
Code has been introduced, which has entered into force as from 1 October 2019. The Excise Duties Code covers transactions on
specific products, including alcoholic beverages, tobacco, jewels, airplanes, vehicles, firearms and art items at rates varying from
2% to 25%.

Producers are required to assess the excise duties when goods are made available to purchasers and/or clients and these should
be submitted with the tax authorities by the end of each month.

Stamp Duty

Stamp Duty is levied on a wide range of operations and contracts. With the implementation of VAT, financing operations, leasing,
insurance, and reinsurance transactions became subject to VAT and are thus not exempted from VAT. They are therefore exempt
from stamp tax. In addition, the VAT Code revoked stamp tax on customs and taxable persons covered by the general regime of
the VAT, as well as those covered by the transitional regime, are exempt from 1% stamp tax on the receipts.

Both the operations on which the tax is levied and the applicable rate are listed in the table annexed to the Stamp Duty Code. Tax
rates vary from 0.1% to 1%. Certain items are taxed at a determined fixed amount. Some examples are: (i) Loans (0.1% to 0.5% on
the principal amount of the loan depending on the period for which the loan is contracted); (ii) Acquisition of property (0.3% on
the property amount); (iii) Notary acts (AOA 2,000). In the particular case of loans granted by foreign companies as well as in the
case of interest charged by a foreign bank, the tax must be self-assessed (under the reverse charge mechanism) and paid by the
borrower.

Investment Income Tax

Investment Income Tax applies to investment income, such as interest, dividends, royalties and capital gains on the sale of

shares and other securities. The tax rates vary from 5% (e.g. loan interest with maturity over 3 years and dividends from listed
companies) to 10% (e.g. dividends, royalties, capital gains, bank deposits interest) or 15% (interest on loan agreements). In the
case of non-remunerated loan contracts, the tax authorities may deem that the loans are remunerated at a 6% interest rate.
Dividends paid between Angolan resident companies are exempt from taxation if a participation of 25% has been held for a 1 year
period prior to the dividend distribution, if not a tax of 10% must be withheld.

Property Tax

Property Tax Code was approved and entered into force on 9 August 2020. Under the Property Tax Code, property tax is levied as
follows:
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e Urban property that is not rented is subject to property tax at the following rates based on the registered property value:

— Up to AOA 5,000,000 - 0.1%
— AOA 5,000,001 to 6,000,000 - AOA 5,000
— AOA 6,000,001 and over - 0.5% on the registered value above AOA 5,000,000.

e Rented property is subject to property tax at a rate of 25% on the taxable rental income, which is 60% of the gross rental
income (i.e., 15% rate on gross rental income), although this may not be lower than property tax due based on registered
value;

e Non-urban property is subject to property tax at a nominal value of AOA 10,397 per hectare;

e Property transactions/transfers are subject to property tax at a rate of 2%.

Property tax may be increased by 50% in cases where buildings are left vacant for more than one year or land for construction is
not effectively exploited for more than three consecutive years.

B. Determination of Taxable Income

General And Simplified Regime

Taxable income for a taxpayer under the general regime is generally the gross income less deductible expenses and less losses
attributable to the fiscal year and adjustments according to the CIT Code.

Taxable income for a taxpayer under the simplified regime that has organised accounting is determined on the same basis as for
general regime taxpayers. However, when simplified regime taxpayers do not have organised accounting, the taxable income is
determined by its simplified accounting model or the purchase and sale registration book and services provided, according to the
provisions of the CIT Code.

Expenses Documentation

Business expenses that are not properly documented will not be accepted as tax deductible. Furthermore, they will give rise to
an additional adjustment in computing the corporate taxable income, as follows: (i) in case of unproperly documented expenses
(expense supported by document that does not contain all relevant elements an invoice must contain): an additional amount

of 2% of the expense must be adjusted in computing the corporate taxable income; (ii) in case of undocumented expenses
(expenses not supported by a valid document, but where it is possible to verify the effectiveness of the expense): an additional
amount of 4% of the expense must be adjusted in computing the corporate taxable income; (iii) in case of confidential expenses:
an additional amount of 30% of the expense must be adjusted in computing the corporate taxable income (50% in the case of
exempt taxpayers).

Depreciation of Fixed Assets

Fixed assets can be depreciated for tax purposes over the useful life of the asset. The depreciation rates are set by specific
legislation and the normal method of calculation is the straight-line method. Any other method must be approved by the tax
authorities.

Stock / Inventory

Inventory must normally be valued at the effective acquisition or production cost (historical cost). Any other method needs to be
approved by the tax authorities.

Dividends

When subject to Investment Income Tax dividends are excluded from the tax basis for CIT proposes. Same principle applies to
other income subject to Investment Income Tax, such as capital gains on the sale of shares.

Interest Deduction

Interest charges arising from shareholder loans are tax deductible for corporate income tax purposes up to the limit resulting from
the annual average interest rate defined by the Angolan Central Bank. Interest on loans contracted with other parties are eligible
for deductibility.

Net Operating Losses

Net operating losses incurred by resident companies or by a branch of a non-resident company may be carried forward and offset
against taxable profits for the following 5 years (effective 19 August 2020, previously 3 years).

Foreign Exchange Gains/Losses
Foreign exchange gains and/or losses not effectively materialized are not relevant for tax purposes, as

unrealised foreign exchange losses are not accepted as tax deductible expenses and unrealised gains should be excluded from
taxation.

Additional Taxation

Confidential expenses are subject to additional taxation (“Tributagdo Autdonoma”) at rates of 30% and 50%. Donations granted
over the limit and scope of the applicable Law are also subject to additional taxation at a rate of 15%. The amount of additional
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taxation should be added to the taxable income, and in case of losses has to be paid autonomously.

Foreign Sourced Income

Angolan companies are taxed on their worldwide income, including any foreign branch income.

Incentives

Private investment projects in Angola may benefit from tax incentives concerning CIT, SISA, IPU, Investment Income Tax, and
Stamp Duty. These benefits are granted under a reduction of CIT rate by 20% for a period of two years and the reduction of the
Investment Income Tax rate applicable to dividends by 25% over a two-year period.

With respect to this special regime, tax benefits are granted in case of private investments made in national priority sectors (e.g.,
education, agriculture, health, tourism, telecommunications, energy, among others) and vary according to the zone where the
investment is made.

C. Foreign Tax Relief

Foreign tax credits can generally not be deducted from domestic tax items. However, foreign tax credits may be granted according
to the provisions of double tax treaties.

D. Corporate Groups

Companies included in an economic group may opt to be taxed on the aggregate amount resulting from the sum of the taxable
profits and losses computed within the referred economic group. This regime is only available when: (i) company is considered a
Major Taxpayer; and (ii) parent company holds at least 90% of subsidiaries’ share capital, and the majority of voting rights.

E. Related Party Transactions

There is a general transfer pricing provision that allows the tax authorities to adjust the taxable income of any taxpayer as a
result of non-arm’s length transfer pricing practices. A company listed as Major Taxpayer is required to prepare transfer pricing
documentation.

F. Withholding Tax

¢ Dividends paid to non-resident corporate shareholders are subject to a 10% investment income withholding tax on the gross
dividends;

e Interest payments to non-resident companies are subject to a 15% investment income withholding tax on the gross amount
paid.

e Royalty payments to non-residents are subject to a 10% investment income final withholding tax on the gross amount.

e Services paid to non-resident entities are subject to a 6.5% withholding tax rate, which is a final withholding tax.

e Repatriation of profits attributable to a PE of a non-resident is subject to a 10% investment income withholding tax on the
gross amount.

G. Personal Income Tax

Individuals receiving employment income for work performed in Angola are subject to personal income tax. These taxpayers are
divided into three groups:

e Group A: Employment income (including salaries of board direction members);

e Group B: Independent professionals (listed in the annex to the Personal Income Tax Code); and

e Group C: Industrial and commercial activities.

Employment Income (Group A)

Employment income is taxed by withholding tax (final) levied on the monthly remuneration paid, at the following progressive
rates:

Monthly taxable income (AOA) Tax payable (AOA) and tax rates (%)
0-100.000 Exempt

100,001 - 150,000 6,000 + 13% of the amount exceeding 100,000

150,001 - 200,000 12,500 + 16% of the amount exceeding 150,000

200,001 - 300,000 31,250 + 18% of the amount exceeding 200,000

300,001 - 500,000 49,250 + 19% of the amount exceeding 300,000

500,001 - 1,000,000 87,250 + 20% of the amount exceeding 500,000
1,000,001 - 1,500,000 187,250 + 21% of the amount exceeding 1,000,000
1,500,001 - 2,000,000 292,250 + 22% of the amount exceeding 1,500,000
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Monthly taxable income (AOA) Tax payable (AOA) and tax rates (%)

2,000,001 - 2,500,000 402,250 + 23% of the amount exceeding 2,000,000
2,500,001 - 5,000,000 517,250 + 24% of the amount exceeding 2,500,000
5,0000,001 — 10,000,000 1,117,250 + 24.5% of the amount exceeding 5,000,000

Above 10,000,000 2,342,250 + 25% of the amount exceeding 10,000,000

Independent Professionals (Group B)

Self-employment income of Groups B is subject to a withholding tax rate of 6.5% on the amount of the service provided (in line
with the Corporate Income Tax rules foreseen for the payment of services). Services acquired from non-residents are also subject
to withholding tax at the rate of 6.5%, which assumes the nature of a final withholding tax. The taxable amount of group B that is
not subject to withholding tax is subject to PIT at a rate of 25%.

Industrial And Commercial Activities (Group C)

Income derived from industrial and commercial activities is subject to a withholding tax rate of 6.5% on the amount of the gross
income. Taxable amount of group C not subject to withholding tax is subject to PIT at a rate of 25%.

Minimum Wage

From April 2023 onwards, minimum wage amounts to AOA 32,181.15 but it can be determined in accordance to the economic
sector in which the employee works:

e Commerce and extractive industry: AOA 48,271.73;

e Transports, services and processing industry: AOA 40,226.44;

e Agriculture: AOA 32,181.15.

Social Security Contributions

Social security contributions are due on the gross income of employees at the following rates:
e 8% for the employer; and,
e 3% for the employee (to be withheld by the employer).

These contributions are intended to cover family, pension, and unemployment protection.

H. Treaty and Non-Treaty Withholding Tax Rates

Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)
Treaty countries:
China 8 0/5" 0/8° g
Portugal 15 g 0/10° o
United Arab Emirates 8 8 3 3
Notes:

1. The 5% rate applies if the beneficial owner is a company which holds directly at least 10% of the capital of the company
paying the dividends throughout a 365-day period that includes the day of the payment of the dividend (for the purpose
of computing that period, no account shall be taken of changes of ownership that would directly result from a corporate
reorganization, such as a merger or divisive reorganization, of the company that holds the shares or that pays the dividend).
The 0% rate applies if the beneficial owner of the dividends is the Government of the other Contracting State or political
subdivisions, local authorities thereof, or the Central Bank of the other Contracting State or any entity the capital of which is
mainly owned by the other Contracting State.

2. The 0% rate applies to interest arising in a Contracting State and paid to the Government of the other Contracting State or
political subdivisions, local authorities thereof, the Central Bank of the other Contracting State, or any entity the capital of
which is mainly owned by the other Contracting State, or paid on loans guaranteed or insured by the Government of the other
Contracting State, or political subdivisions, local authorities thereof, the Central Bank of the other Contracting State or any
entity the capital of which is mainly owned by the other Contracting State.

3. The 8% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of the
capital of the company paying the dividends throughout a 365-day period that includes the day of the payment of the dividend
(for the purpose of computing that period, no account shall be taken of changes of ownership that would directly result from
a corporate reorganisation, such as a merger or divisive reorganisation, of the company that holds the shares or that pays the
dividend).
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4. The 0% rate applies to interest arising in a Contracting State if such interest is paid by, or beneficially owned by, the other
Contracting State, a political or administrative subdivision or a local authority thereof, or the Central Bank of a Contracting
State.
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Antigua and Barbuda

Member Firm

Contact Information

St. John’s PKF Antigua +1 268 462 0828
pannellf@candw.ag

Basic Facts

Full name: Antigua and Barbuda
Capital: St. John's
Main languages: English
Population: 94,657 (2024 estimate)
Monetary unit: East Caribbean Dollar (XCD)
Internet domain: .ag
Int. dialling code: +1

Key tax points

e Corporate income tax is levied at 25% on resident companies and branches held by non-resident companies.

e Capital gains are generally not taxable. If capital gains occur regularly and frequently, they are considered income from trade
or business.

e The standard rate of Antigua and Barbuda sales tax (ABST) is 17% (similar to VAT) effective 1 January, 2024.

e There is no withholding tax on payments to resident companies. Dividends, interest, royalties, rentals, technical services fees
and management fees paid by a resident company to a non-resident company are subject to a 25% final withholding tax unless
a tax treaty applies.

A. Taxes Payable

Federal Taxes And Levies

Company (Corporation) Tax

A resident company is taxed on its worldwide income. A non-resident company is taxed on Antigua and Barbuda-sourced income
only. A company is deemed to be resident if:

e itisincorporated or registered in Antigua and Barbuda;

e itis centrally managed and controlled in Antigua and Barbuda.

Corporate income tax is currently imposed at a rate of 25%. However, international business corporations (IBC) are taxed on
profits at a 1% to 2.5% rate and a reduced rate of 22.5% applies to banks that offer mortgages provided they maintain an interest
rate throughout the year of maximum 7%. The tax return must be filed within three months after the end of the tax year, along
with the financial statements failing to which a penalty of 10% applies.

In addition to corporate income tax an additional tax of 10% is levied (commencing in 2019) on the net income of registered
banks, registered insurance companies, petroleum companies and telecommunications companies.

Capital Gains Tax

Capital gains are generally not taxable. If capital gains occur regularly and frequently, they are considered income from trade or
business.

Branch Profits Tax

Branch income is taxed on the same basis and at the same rate (25%) as that of corporations.

Sales Tax / Value Added Tax (VAT)

Antigua and Barbuda sales tax (ABST) is a value added type tax introduced in Antigua in 2007. ABST is levied on local consumption
and is borne by the consumer. Taxable activities are sales of goods and supplies of services within Antigua and Barbuda and the
import of goods into Antigua and Barbuda.

The standard rate of ABST is 17%. Also, a 12.5% reduced rate plus 1.5% Tourism Advertising (total 14%) applies to hotel or holiday
accommodation, along with supplies that are ancillary or incidental to the supply of hotel or holiday accommodation while certain
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goods and services may also be zero-rated (international transportation, export, basic food items, water, electricity for residential
use, sale of new residential property and fuel) and exempt (financial services, local transportation, education, services related to
long-term accommodation (over 45 days), medical and veterinary services) from ABST.

The registration threshold for ABST is a total value of supplies exceeding XCD 300,000 in a continuous period of 12 calendar
months.

Other Taxes

Real Estate Withholding Tax (Property Tax)

Property is subject to tax yearly at the level of the owner and is assessed by the Property Valuation Department on the market
value of real property with rates ranging from 0.1% (agricultural land) to 0.5% (commercial buildings), depending on the use.

Social Security

Employers are subject to 8.75% social security contributions on a maximum ceiling of XCD 6,500 per month and 3.5% medical
benefits scheme contributions of the employee’s salary or wages.

Stamp Duty

Stamp duty on the sale of real property is 7.5% for the vendor and 2.5% for the purchaser. Non-resident sellers are subject to a 5%
stamp tax on the appreciation value of the real property. Non-resident purchasers must obtain an alien land holding licence at 5%
of the property value and pay a stamp duty of 2.5%. Transfer stamp tax is levied on the market value of the shares or book value
of the shares, whichever is higher. Vendors pay stamp tax at a rate of 5%, purchasers pay stamp tax at a rate of 2.5%.

Customs And Excise Duties

Customs duties are imposed under the CARICOM Common External Tariff. There is a general exemption from duties with respect
to goods imported from other CARICOM member states. Customs import duties range from 0% to 70%. Most basic food and drink
items (juices and sodas) and baby-related items are subject to a 20% duty while guns and ammunitions are subject to a 70% duty.
An excise duty is imposed on all spirits at varying rates.

Tourism Guest Levy

Tourism Guest Levy is applicable to all guests six years and older utilizing accommodation in Antigua & Barbuda. The levy is
applied as follows:

e USS3 per guest per night for rooms under US$150.00

e USS5 per guest per night for rooms US$150.00 and above

B. Determination of Taxable Income

Taxable income is calculated as net profit before tax, adjusted for non-deductible expenses and allowable deductions.

Depreciation

Depreciation allowed for tax purposes is computed by way of the reducing balance method at prescribed rates. Initial allowances
are granted on industrial buildings and on capital expenditures incurred on plant and machinery by a person carrying on a trade
or undertaking. In addition, an annual allowance of 2% is granted on all buildings.

Assets Depreciation rate (%)
Buildings, roads, fencing and pavements 2
Leasehold improvements 4
Furniture, fixture, fittings and equipment 7.5
Plant and machinery and office equipment 10
Motor vehicles, golf carts, boats and aircrafts 20
Motor trucks and lorries 22.5
computer hardware and software 33.33

There are no provisions regarding depreciation or amortisation of expenditure on intangible property such as patents or goodwill,

or pre-incorporation and similar expenses.

Stock / Inventory

Inventory is generally stated at the lower of cost or net realisable value. The first in first out (FIFO) and average cost methods of
valuation are generally used. However, the tax authorities will generally accept a method of valuation that conforms to standard
accounting practice in the trade concerned. The last in first out (LIFO) method is not allowed.
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Capital Gains And Losses

Capital gains are generally not taxable while capital losses are not deductible. However, capital gains that occur regularly and
frequently are considered ordinary business income.

Dividends

Dividends received by a company resident in Antigua and Barbuda from another company resident in Antigua and Barbuda
are taxed at the corporate income tax rate of 25%. Credit is given to the recipient for the tax already paid on the dividend in
computing the tax liability.

Interest Deductions

All outgoings and expenses wholly and exclusively incurred in the production of taxable income are deductible and thus are paid
interest and royalties. There are no thin capitalisation rules.

Losses

Losses can be carried forward for up to 6 years while losses cannot be carried back. Losses may only offset 50% of chargeable
income in an income year. Loss carry-back is not permitted.

Foreign Source Income

Resident companies are subject to tax on their worldwide income. Foreign income is subject to the general rules of income

tax and foreign business income is calculated similar to domestic business income while capital gains on foreign assets are not
taxable. Foreign dividends, interest and royalties received by resident companies are included in chargeable income for their gross
amount, less related outgoings and expenses.

Tax Incentives (IBT Act No. 28 of 1982 as amended)

International Business Corporations Act

Effective 1 September 2016, the International Banking Act, 2016 requires that all Corporations, which are registered as
International Business Corporations, and are engaged in the International Financial Services, are subject to the Offshore Banking
Tax, payable to the Commissioner of Inland Revenue, in lieu of Income tax, at the following rates:

e 2.5% on all profits and gains up to $10,000,000

e 2% on all profits and gains from $10,000,001 up to $20,000,000

e 1.5% on all profits and gains from $20,000,001 up to $30,000,000

e 1% on all profits and gains from $30,000,001

Investment Authority Act 2006

The 2006 Act sets the framework for the promotion of investment opportunities in Antigua and Barbuda by introducing a system
of registration of businesses, an investment code and a range of incentives which are available for both local and foreign investors,
like exemption from income tax, withholding tax and customs duties and reduction of stamp duty and property tax.

C. Foreign Tax Relief

In the absence of a double tax treaty, unilateral relief of double taxation is restricted to relief for British Commonwealth taxes.
In case of income taxed both in the Commonwealth country and in Antigua and Barbuda, limited relief is available for resident
companies against Antigua and Barbuda income tax for the income taxes of British Commonwealth countries assessed on or
deducted at source.

Unilateral relief for an eligible Commonwealth income tax is half the Antigua rate (12.5%). However, Antigua and Barbuda will
only grant the unilateral relief if the source country grants similar relief to its residents for Antigua and Barbuda taxes. Unilateral
relief is granted on a per-country basis and no further credit is granted for underlying tax. Foreign taxes of non-Commonwealth
countries are considered to be an expense and therefore deductible.

D. Corporate Groups

Group taxation is not permitted in Antigua and Barbuda.

E. Related Party Transactions

There are no transfer pricing regulations as such, nor are there rules on Controlled Foreign Companies (CFC).

F. Withholding Tax

There is no withholding tax on payments to resident companies. Interest, royalties, rentals, technical services fees and
management fees paid by a resident company to a non-resident company are subject to a 25% final withholding tax unless a tax
treaty applies.
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G. Exchange Control

There are no limits on foreign exchange transactions.

H. Personal Tax

There is no personal income tax in Antigua and Barbuda.

I. Treaty And Non-Treaty Withholding Tax Rates

Individuals, Qualifying Interest Royalties

companies companies (%) (%)
(%) (%)

Domestic rates

Companies 25 25 25 25

Individuals 25 -- 0/25 25

Treaty countries:

Caricom? 0/152 0/152 15 15
Switzerland® -3 -3 -3 0
United Arab Emirates’ 0 0 0 0
United Kingdom 0 0 -4 0

1. Multilateral treaty ratified by Antigua, Barbados, Belize, Dominica, Grenada, Guyana, Jamaica, Saint Kitts and Nevis, Saint
Lucia, Saint Vincent and the Grenadines and Trinidad and Tobago.

The higher rate applies to dividends distributed from preference shares.

Dividends and interest are not covered under the treaty, thus the domestic rates apply.

Interest is not covered under the treaty, thus the domestic rate applies.

IBCs (International Business Corporations, see higher) do not have access to the tax treaties.

1954 Treaty originally concluded between the UK and Switzerland and subsequently extended to Antigua.

Entry into force: 24 February 2022.

NouswnN
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Argentina

Member Firm

Contact Information

Buenos Aires Julidn Laski +5411 5235 6393
julianlaski@pkfargentina.com.ar

Basic Facts

Full name: Argentine Republic
Capital: Buenos Aires
Main languages: Spanish
Population: 46 million (2024 estimate)
Monetary unit: Argentine Peso (ARS)
Internet domain: .ar
Int. dialling code: +54

Key Tax Points

e Companies domiciled in Argentina are subject to income tax on their worldwide income. Non-resident companies are subject
to tax on Argentina-sourced income.

e There is no separate capital gains tax levied on capital gains of companies as they fall under the scope of corporate income tax.

e VAT is applied at all stages of the production and selling processes (output tax). Tax suffered in the immediately preceding
stage is deductible (input tax).

e Any foreign taxes paid on foreign-accrued income may be credited against Argentine income tax up to the limit of the
Argentine tax on the same income.

e Transactions between Argentine companies and related parties are deemed to take place at arm’s length rates for tax
purposes. For income tax assessment purposes, Argentine Law provides for the traditional methods generally used for transfer
pricing (comparable uncontrolled price, resale price, cost plus, profit split, transaction net margin) to demonstrate that an
arm’s length price has been used.

e Argentine-sourced income paid to foreign recipients not having a permanent establishment in Argentina is subject to 35%
withholding tax. However, for each activity, the law establishes a percentage of presumptive net income on which 35%
withholding tax is applicable, thereby reducing the effective tax rate.

e Income tax is levied on income earned by resident individuals in Argentina and abroad.

e Personal assets tax (wealth tax) is levied on all assets, wherever situated, of Argentine domiciled persons, on Argentine
assets of non-domiciled persons and on shares issued by an Argentine company (the company pays the tax on behalf of the
shareholders). In the case of trusts (excluding financial trusts), the trustee pays the tax on behalf of the beneficiaries.

A. Taxes Payable

Company Tax

Companies domiciled in Argentina are subject to income tax on all their income, whether sourced in Argentina or in a foreign
country. Non-resident companies are subject to tax on Argentine-sourced income. Income from the export of goods situated in
Argentina is deemed to be fully taxable and, for other specific international activities (e.g. news agencies, insurance, commercial
use of films produced abroad, international transport etc.), the tax law sets a certain percentage as presumed income.

Tax rate for corporations:

Corporations (Sociedades Andnimas, Sociedad de Responsabilidad Limitada - Limited Liability Corporation - en Comandita) and
branches of foreign companies (permanent establishments) domiciled in Argentina are liable to tax on the basis of a progressive
tax rate ranging from 25% to 35% of annual taxable net income (effective from 1 January 2022).

Taxable income (ARS) Tax due on lower limit (ARS) Marginal rate on the excess (%)
Up to 14,000,000 0 25
14,000,001 — 143,000,000 3,500,000 30
Over 143,000,001 42,188,000 35

PKF Worldwide Tax Guide 2024/25 31



For partnerships, the tax is charged to each partner according to a progressive tax rate scale ranging from 5% to 35% depending
on the amount of the taxable income.

Foreign recipients not qualifying as a permanent establishment in Argentina are subject to withholding tax at source. The rate is
35% on the applicable presumptive net income percentage, depending on the type of payment made (i.e. interest, fees, royalties,
rentals, etc.). For companies organised or incorporated in Argentina, any income tax (or similar tax) paid abroad on a foreign
source income is creditable against Argentine income tax, up to a certain limit.

Corporate income is taxed on an accrued basis during the company’s business year. The tax is assessed annually within five
months after the fiscal year end. Advanced payments must be made monthly on the basis of the tax amount paid the previous
year. Moreover, the AFIP (Tax Authority) has enforced several withholding tax rulings that involve almost every type of activities.
The income tax withheld during the fiscal year is creditable against the income tax assessed, as well as the advanced payments.
The balance must be paid at due date. Taxpayers can submit an instalment plan (2 to 6 instalments depending on the taxpayer’s
situation) accruing interest at a variable rate (may change subject to inflation).

Capital Gains Tax

There is no separate tax levied on capital gains for companies organised in the country or for branches as they fall under the scope
of income tax. For foreign corporations, capital gains are also included under a withholding at source income tax regime at the
time the payment is made.

For foreign resident companies and individuals, capital gains derived from the sale of shares, stocks, bonds and other securities
(whether listed or unlisted on the Stock Exchange) are levied on income tax at a rate of 15%. Foreign resident taxpayers can elect
to be taxed on the gross sales price. In this case, 90% on the gross sales price will be deemed to be the amount of capital gains
that will be subject to a rate of 15%. Therefore, the effective tax rate on the gross sales price will be 13.50%.

Value Added Tax (VAT)

This tax is applied to all stages of the production and sales processes (output tax) and the tax amount of the immediately

preceding stage is deductible (input tax). The tax is imposed on the following transactions:

e Sale of personal property situated in Argentina;

e Leases and services, including financial and insurance services;

e Real estate leases;

e Work performed on third-party real property;

e Work performed on owned real property, in the case of constructors;

e Production of personal property commissioned by a third party;

e Procurement of natural goods commissioned by a third party;

e Permanent import of personal property;

e Services provided from abroad and used in Argentina (including interest). In this case, input tax must be paid by the local
company and it automatically becomes ‘input tax’ for VAT purposes in the following month;

e Digital services provided from abroad whose use or exploitation takes place in Argentina. The definition of “digital services”
includes, among others, the following: the supply and hosting of computer sites and web pages, maintenance, online technical
support, the provision of digitized products in general (computer programs, digital books, designs, reports, etc.), memory
services and online advertising, software, cloud-based downloads (images, text, information, video, music, games (including
casinos), movies, or any digital content), online clubs, blogs, magazines, newspapers, learning, online market services and
online auctions, etc.

VAT is assessed on a monthly basis. The inception of the taxable event is to issue the invoice, deliver the goods and render

the service or the receipt, whichever is the earliest. The standard tax rate, currently 21%, is charged on the net price of the
transaction. There are some leases and services levied at 27% (electricity, telecommunications, etc.). Some goods and services are
levied at 10.50% (bovine meat, fresh vegetables, lodgings, interests on loans received from Argentine financial institutions, certain
property plant and equipment, newspapers and magazines, transportation for individuals, etc.).

Exports are subject to a zero rate (destination country method). Exporters can apply input tax (incurred in making exports) against
output tax arising from other taxable transactions. In case of a net input tax (internal charge), exporters are entitled to a refund
(under a special procedure established by the tax authorities).

Input tax arising from the purchase of fixed assets is eligible for a refund if not used to offset output tax after 6 months. Foreign
tourists are also entitled to a VAT refund (cash or in credit card account) included in personal property purchases and lodging
services in some tourist areas. There are several withholding and ‘collection at source’ regimes in force. The VAT withheld or
collected at source is creditable against the internal charge. In case of a reminding tax credit, it can be offset against any other
federal tax liability.

Fringe Benefits
No tax is levied specifically on fringe benefits, since they are taxed along with income tax and social security contributions.
Minimum Presumptive Income Tax (MPLT)

This tax has been repealed as from fiscal year 31 December 2019.
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Personal Assets Tax Paid on Behalf of Shareholders

Companies residing in Argentina are levied on Personal Assets Tax on behalf of their shareholders (see section “H. Personal Assets
Tax (Wealth Tax)” below).

Single Simplified Tax

Single simplified tax is a volunteer tax applicable to individuals and small partnerships that perform little activity and where the
income does not exceed a threshold set by the Act. The taxpayer can choose whether to pay income tax and VAT or substitute
both by paying a monthly single simplified tax. The tax is determined taking into account an income scale.

Local Taxes

The different provinces and jurisdictions within the territory of Argentina apply local taxes. A brief description is provided as
follows:

Turnover Tax

This is a provincial tax levied on the various stages of production and selling processes but no input tax is deductible from the tax
amount of the immediately preceding stage (waterfall effect). In general, it applies to gross revenues accrued during each fiscal
period (month). The tax rate is approximately 3% to 5% for commercial activities, 1.5% to 4% for industrial activities, and 1% to 3%
for primary activities, according to the taxpayer’s turnover and other regulations enforced by each provincial Tax Act.

Under an agreement signed between the National Administration and the Provincial Administrations, several exemptions to some
productive activities have been established and the tax scheme will be gradually reshaped until this tax becomes ineffective and
replaced by a ‘neutral’ tax. In general, small industrial activities are not liable for this tax in the jurisdiction where the factory is
located.

Stamp Duty

The duty is levied in each of the country’s jurisdictions (Provinces) on juristic acts and instruments entailing a flow of wealth
between the parties involved in the legal relationship. Thus, Stamp Duty is applicable inter alia to acts whereby for profit
transactions on real estate, personal property, services rendered and civil, commercial or financial obligations are documented.
Rates vary according to the jurisdiction and the type of instrument involved, the most common one being 1% of the contract
value. Under the aforesaid fiscal agreement, Stamp Duty is also to be phased out in the future but currently it is still in effect.

Land And Car Taxes

These taxes, typically ‘ad valorem’, are levied on land and automobiles located or registered within any of the country’s 24
provinces. The fiscal assessment value of the assets and the applicable tax rate varies according to each jurisdiction.

Municipal Levies

These are municipal levies applied on a range of taxable bases in the various jurisdictions, in consideration of services provided by
each township. The taxable event is the performance of an activity for profit in a town. The tax rate, set by each Municipal Act, is
applicable to turnover and depends on the activity performed.

Other Taxes

Excise Tax

This is a federal tax on specific goods and services, levied on a variety of items such as cigarettes, tobacco, alcoholic beverages
(whisky, other spirits, liquor, etc.), soft drinks, beer, automobiles, ships and aircrafts, mobile phone services, insurance premiums,
luxury items (jewellery, stones, pearls, furs, etc.), some electronic products (microwave oven, television set, radio, several home
appliances, etc.). Excise tax is levied on the sales price. The tax rate varies depending on the item. This tax is generally levied at
the production or importing stage (first stage). Furthermore, a fuel and gas tax is levied on the sale of some of these products.

Social Security Contributions

These are federal taxes levied on both employers and employees. The taxable base is the salary. An employer files the tax return
with the official authority under self-assessment and pays the tax withheld from the employee together with his/her liability.
Employee contributions on salaries (withholding) are 17% of salary (including health care).

Employers’ contributions are assessed deducting a non-taxable minimum, applying the following tax rates:

Employer Social Security Contribution Health Care Total
Non-taxable minimum ARS 7,003 0%
Small and medium-sized employer (including 18% 6% 24%
health care)
Large-sized employer (including health care) 20.40% 6% 26.40%

Employers’ social security contributions can be partially considered as input tax for VAT purposes in some provinces. The amount
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that can be offset depends on the employer’s location, ranging from nil in Buenos Aires up to 8.85% in some other areas.

Tax On Checking Account Debits And Credits

This tax is levied on financial transactions. The taxable event is not only each debit and credit in a checking account but also a
large variety of financial transactions (money remittances, money orders, cheque deposit on saving accounts, etc.). The law sets
out several exceptions (i.e. saving accounts, stock exchange agents, non-profitable associations, etc.), and provides for reduced
rates for certain transactions such as time deposits.

To prevent tax avoidance, any amount over ARS 1,000 must be paid by cheque as a binding procedure. The tax rate applicable is
0.60% on each debit and 0.60% on each credit on checking account. Thus the whole transaction is liable for tax at a 1.2% rate. For
specific activities performed by some taxpayers (who might use checking accounts to make payments on behalf of a third party) a
0.075% rate is applicable.

33% of the tax amount paid each month is creditable against income tax. The remaining 67% of the tax is a non-recoverable
expense. The idea is that Financial Institutions act as withholding agents in order to ensure the revenue of the most important
taxes.

Small and Medium-Sized Businesses (SMSB) that qualify and are duly registered as an SMSB can consider 100% of this tax
creditable against income tax subject to certain specific conditions.

B. Determination Of Taxable Income

Deductions for income tax assessment purposes include expenses incurred necessarily to obtain, maintain and preserve such
income. The Income Tax Act lists specific regulations for dealing with the cost of products, fixed assets, real estate, or securities
sold, as well as deductible bad debts, and property plant and equipment depreciation.

Investment Allowance

At present, for general business, there is no income tax incentive scheme in force allowing additional deductions, in whole or in
part, for investment in facilities and equipment.

Small and Medium Size Business (SMSB) that qualify and are duly registered as SMSB can deduct 100% depreciation of some
property plant and equipment in one year subject to certain specific conditions.

Depreciation Of Fixed Assets

For real estate, the law sets a depreciation rate of 2% annually on the portion attributable to the building. The Tax Act indicates
that fixed assets may be depreciated over their estimated useful life on a straight-line basis. Assets subject to depletion (mines,
quarries etc.), may be depreciated, not under the straight-line method, but proportionally to the units extracted in each period.

Stock / Inventory

In the case of resale goods and raw materials, inventories should be valued for tax purposes at the end of each business year at
their acquisition cost (last purchase value). For self-manufactured items, the inventory value is determined on the basis of the
sales price at the end of the fiscal year after deducting any direct expenses associated with the sale and the net profit margin. In
special cases, where cost accounting systems are maintained, own-production goods can be valued at their production cost.

Capital Gains And Losses

Capital losses are deductible, subject to the limitations noted in the paragraph under ‘Losses’ below.

Dividends

e Earnings arising from fiscal years beginning as from 1 January 2018:
Dividends and profit distributions are subject to tax at a 7% rate.

e Earnings arising from fiscal years ending up to 31 December 2017 (distributed anytime in future):
Dividends and profit distributions are not subject to tax.
Equalization tax applies to dividends paid to residents and non-residents when commercial profits (i.e. the profits before tax as
reported in the company’s financial statements) exceed taxable profits.
If the distributed dividend does not exceed the taxable profit, equalization tax is not levied, whomever its recipients are,
provided that the dividend is distributed on nominative (registered) shares. If the dividend exceeds taxable profit, a 35%
withholding tax is due on the difference (equalization tax). No tax credit is derived from the tax withheld because dividends
are not levied as income for the recipient (the whole tax was withheld).

Interest Deduction

Interest is generally deductible provided that it is incurred on loans taken out for business purposes. Otherwise the deduction is
denied. Notwithstanding this, there is a threshold set on deductible interest.

Interest on financial debts (excluding commercial debts) arising from indebtedness with related parties (domiciled in Argentina or
abroad), will be deductible up to the limit of 30% of the net profit before deducting such interest and depreciations. The threshold
not applied can be deferred for 3 years and the non-deductible interest can be deducted in the following 5 years up to the limit
applicable to each year. This rule is not applicable in some situations (financial entities, among others).
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Furthermore, interest on debts arising from indebtedness with related parties domiciled abroad or any party domiciled in “non-
cooperative countries” will be deductible only when paid (not when accrued).

Losses

Income tax losses made in a given fiscal year may be carried forward for five years but taxpayers may only offset losses against the
same type of income. Thus, stocks, bonds and foreign-sourced losses may only be offset against income of the same type.

Foreign Capital Inflows

No special regulations exist to control incoming funds disclosed as capital contributions, as the current policy is designed to
encourage inflows of foreign capital. However, foreign companies should pay personal assets tax (see below) because Argentine
law deems that the stock belongs to a resident individual. On the other hand, there are specific regulations in force to control
outgoing funds set by the Central Bank (general anti-money laundering procedures apply).

Incentives

Promotional tax schemes are currently not available for new investment projects.

Corporate Mergers

Corporate reorganisations (de-mergers and mergers/consolidations) are to be considered ‘tax-free’ provided that certain legal
requirements and proceedings are met. These relate, in particular, to maintenance of the shareholders’ interest and continuance
of the business activity carried out (two years before and after the reorganisation process). In such cases, any outstanding tax loss
may be carried forward and other existing allowances and liabilities may be passed on to the successor companies.

Shares And Bonds

For corporations domiciled in Argentina, the income produced by shareholding is liable for tax when share alienation takes place
(not just because of holding shares). On the other hand, bonds must be valued at their current value. Therefore, the income
produced by bond holding is liable for tax whether they are sold or not. For foreign residents domiciled abroad, the disposal of
shares (issued by an Argentine Company) is liable to Income Tax (see paragraph A — Capital Gains Tax).

C. Foreign Tax Relief

Any overseas income taxes paid on foreign-sourced income may be creditable against Argentine income tax up to the limit of the
increase in the tax liability resulting from aggregating the foreign-sourced income.

D. Corporate Groups

Companies belonging to the same group or holding, but having separate legal status, should pay their taxes separately and the
transfer of losses from lossmaking to profit-making members of the same group of companies is not permitted. Nevertheless,
payment is waived in the case of taxes arising from corporate reorganisations (de-mergers and mergers/consolidations) which
comply with established legal requirement’s (particularly, maintenance of the shareholders’ interest and continuance of the
business activity carried out) for two years before and after the reorganisation process.

E. Transfer Pricing and Related Party Transactions

Under Argentine law, transactions between Argentine companies and related parties domiciled abroad are deemed to take place
at arm’s-length conditions for tax purposes. When the pricing used corresponds to normal market practices as between non-
related entities, no adjustment is required for tax purposes.

For income tax assessment purposes, Argentine law provides for the traditional methods generally used for transfer pricing
(comparable uncontrolled price, resale price, cost plus, profit split, transaction net margin) to demonstrate that an arm'’s
length price has been used in transactions performed with related parties residing abroad, or any parties residing in ‘non-
cooperative countries’. Income tax rulings provide a positive list of ‘cooperative countries’ available at http://www.afip.gob.ar/
jurisdiccionesCooperantes/.

The related parties test is broad and not only includes transactions between a local subsidiary and its parent company but also
other relationships, (e.g. local company and foreign subsidiary, local permanent establishment and foreign head office, local
company and foreign permanent establishment, local company and related or non-related party residing in ‘non-cooperative
countries’, among others).

F. Withholding Income Tax For Foreign Transactions

When Argentine-sourced income is paid to foreign recipients who do not have a permanent establishment - branch, office, etc. -
in Argentina, such income is subject to a 35% withholding tax rate.

For each activity, the law sets a percentage of presumptive net income on which 35% withholding tax is applicable, thereby
reducing the effective tax rate. The following chart shows the presumptive net income percentages:
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Effective

Presumptive net

Income . withholding tax
income % A
. rate % 35% x A
Interest on loans granted by overseas financial institutions only on the condition that 43% 15.05%
the lender:

a) Is domiciled in a jurisdiction not considered a “jurisdiction of low or nil tax”, and,

b) Has supervision on financial activity provided by the Central Bank (Federal Reserve
Offshore banks domiciled in any territory are not included in this category

Interest on debt arising from the import of property plant and equipment subject to 43% 15.05%
depreciation (except cars) provided that the exporter is the creditor

Interest on time deposits made by foreign residents (either companies or individuals) 43% 15.05%
in financial institutions located in Argentina, provided the interest is not subject to
income tax in the country of residence

Other interest. This category includes (among others): 100% 35.00%
a) Interest on loans granted by overseas corporations or individuals;

b) Interest on loans granted by offshore banks domiciled in any territory considered
a “jurisdiction of low or nil tax” or who's Central Bank (Federal Reserve) does not
apply supervision on financial activity

Royalties arising from technical assistance or consulting not available in Argentina 60% - 80% 21% - 28%
under specific regulations (the contract must be duly registered with the official

authority)

Copyright (must be registered with the National Copyright Bureau) 35% 12.25%
Other royalties 90% 31.50%
Salaries of technicians, professionals, sportsmen, and artists for temporary work in 70% 24.50%

Argentina (individuals only - not applicable when the provider is a corporation)

Personal property leases 40% 14.00%
Real Estate property leases 60% 21.00%
Disposal of assets situated in Argentina 50% 17.50%
Dividends and profit distributions See paragraph B. | See paragraph B.
Dividends Dividends

Sale of shares, stocks, bonds and other securities, applicable on the gross sales price. 90% x 15% tax 13.50%

(In this case, the taxpayer can elect to be taxed on the capital gain at a 15% rate) rate

Other income 90% 31.50%

G. Exchange Control

Exchange controls are currently in effect, basically following anti-money laundering procedures. Foreign currency can be
transferred into Argentina provided that the recipient files a disclosure with the official authority. To transfer outbound, the
reason must be proved by filing forms with the Central Bank (i.e. dividends, loans, etc.).

Tax On Foreign Currency Purchases

The tax is levied on the purchase of foreign currency without a specific destination (for hoarding, paying credit card balance
in foreign currency, paying international services such as transportation, hotels, etc., among others). The purchase of foreign
currency to pay for imports, invoices, loans or dividends is not subject to the tax.

The taxable base is the amount of foreign currency while the tax rate is 30%.

H. Personal Tax

Two taxes are currently levied on individuals:
e Income tax; and,
e Personal assets tax (wealth tax).

Income Tax

The tax is levied on income earned in Argentina and abroad by individuals residing in Argentina. It is payable on an annual basis
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with five advanced payments (every two months). Any expenses incurred in generating such income may be deducted from gross
income. The law sets fixed deductions: non-taxable minimum, special tax-free amount, allowance for dependents, etc.

Resident individuals are liable to tax on the basis of a progressive tax rate scale ranging from 5% to 35% of annual taxable net
income. Employees are subject to withholding tax at source, for which the employer is responsible (withholding agent).

Taxable income (ARS) Tax due on lower limit (ARS) Marginal rate on the excess (%)
Up to 173,834.61 0 5
173,834.62 — 347,669.23 8,691.73 9
347,669.24 - 521,503.84 24,336.85 12
521,503.85 - 695,338.47 45,197.00 15
695,338.48 — 1,043,007.68 71,272.19 19
1,043,007.69 — 1,390,676.90 137,329.34 23
1,390,676.91 — 2,086,015.35 217,293.26 27
2,086,015.36 — 2,781,353.85 405,034.64 31
Over 2,781,353.85 620,589.58 35

Capital gains not related to an income-generating activity are generally not subject to tax.

Financial investment profits are subject to Income Tax:

e Income (interest and others) for the placement of capital, which generates Argentinean sourced income;

e Income arising from the alienation (purchase - sale) of shares, securities, stock, bonds and other securities, which generates
Argentinean sourced income.

(Taxable earnings exclude bank deposits, time deposit in financial entities, securities, mutual funds, among others (when quoted
on a Local Stock Exchange).

In both cases the income is taxed at a 5% rate when capital is in ARS; or 15% for investments made in foreign currency. Income
arising from the alienation of shares is subject to a 15% rate on the net value (sales price less costs).

Under the Income Tax Act, some exemptions are provided for the financial and capital markets, whereby income from shares that
are quoted on the Local Stock Exchange is not subject to tax.

In the case of the disposal of real property not assigned to such an activity, the following tax is applicable:

e Real Estate purchased before 1 January 2018: a 1.50% real estate sales tax is charged on the sales value of the property,
regardless of whether or not a loss or a profit is made.

e Real Estate purchased as from 1 January 2018: a 15% Income Tax is levied on the net income (sales price minus acquisition
cost).

Personal Assets Tax (Wealth Tax)

This tax is levied on:

e All assets located in Argentina or in foreign countries that belong to individuals resident in Argentina;

e All assets located in Argentina that belong to individuals resident in foreign countries;

e Shares issued by Argentine companies. In this case, the company pays the tax on behalf of the shareholders;
e Trusts (excluding financial trusts). In this case, the trustee pays the tax on behalf of the beneficiaries.

Individuals residing in Argentina

This tax is levied on all assets located in Argentina and in foreign countries. Similar tax paid overseas in respect of assets located in
foreign countries is creditable against personal assets tax. The only deduction allowed is the amount of liabilities arising from the
purchase or construction of the taxpayer’s home. Investments in shares issued by an Argentine company are not to be included

in the taxable base because the company pays this tax on behalf of the shareholders (a situation that does not mean shares are
exempted).

The tax is assessed on the value of property that exceeds the tax free amount (ARS 27,000,000 from the year 2023 onwards and
ARS 136,000,000 only for real estate that serves as the taxpayer’s home). If the taxable base is higher than the tax free amount,

the tax is assessed on the net amount. A progressive tax rate scale is applicable, ranging from 0.50% to 1.75% on the value of all
property located in Argentina, and ranging from 0.70% to 2.25% on the value of all property located in foreign countries.

Individuals and companies residing in a foreign country

The tax is also charged on assets located in Argentina and owned by individual non-residents at a 0.50% rate. Neither deductions
nor a taxable minimum are allowed. In the case of certain assets (i.e. securities, non-exploited real estate property, etc.) located in
Argentina and owned by foreign companies, these are deemed to belong to individuals and are subject to personal assets tax at a
1% rate.
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Shareholders of an Argentine company who reside in foreign countries are liable for personal assets tax. The tax liability is not

assessed directly but is paid by the company on behalf of its shareholders (see the next paragraph).

Shares issued by Argentine companies or trusts

Shares whose holders are non-resident companies or individuals are deemed to belong to non-resident individuals and the tax

is levied on those shares. The taxable base is the Argentine company’s equity value assessed on the company’s last financial

statements. The tax rate is 0.50%.

In all such cases, the tax is assessed and paid by the Argentine company on behalf of the shareholders. The tax paid is not
deductible for income tax purposes because the company is allowed to claim the tax paid to the shareholders. A foreign
company’s branch (a permanent establishment in Argentina) will be subject to personal assets tax in respect of the capital

assigned to the branch. In the case of trusts (excluding financial trusts), the trustee pays the tax on behalf of the beneficiaries. The
taxable base is the amount of the assets.

I. Treaty And Non-Treaty Withholding Tax Rates

Dividends*°

(%)

Interest
(%)

Royalties
(%)

Non-Treaty Countries 7 15.05/35° 12.25/28/31.50°

See chapter B.

Dividends

Treaty Countries:
Australia 10/15? 12 10/15°
Belgium 10/15* 0/12% 3/5/10/157
Bolivia --8 --8 --8
Brazil --8 --8 --8
Canada 10/15! 0/12.50%? 3/5/10/157
Chile 10/15¢ 4/12/15% 3/10/157
Denmark 10/15! 0/1214 3/5/10/157
Finland 10/15! 153 3/5/10/157
France 151 20° 18
Germany 15t 10/15? 153
Italy 15! 0/20%? 10/18°
Mexico 10/15! 0/12 10/15°
Netherlands 10/15? 0/12%? 3/5/10/157
Norway 10/15! 0/12/12.50**% 3/5/10/157
Qatar? 5/10/15 12 10
Russia 10/15% 15 15
Spain 10/15! 0/12% 3/5/10/157
Sweden 10/15* 0/12/12.50* ¢ 3/5/10/157
Switzerland 10/15* 12 3/5/10/157
United Arab Emirates 5/10/15 12 10
United Kingdom 10/15! 0/12% 3/5/10/157

Uruguay
NOTES:

1. Thisis the percentage ceiling set under the treaty. However, it is only applicable when the conditions set under paragraph B.

‘Dividends’ are met.

2. The lower 10% rate applies to sales on credit of industrial, commercial or scientific equipment, and loans granted by a bank or
for the financing of public works.

4

4

3. This is the ceiling set by the treaty. However, when the effective rate for non-treaty countries is lower, the latter rate is

applicable.
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10.
11.

12.
13.

14.

15.

16.

17.

Under the treaty no ceilings were set but the jurisdiction where the tax should be levied was established. Therefore, applicable
rates are those for non-treaty countries.

The 10% rate applies to copyright royalties.

The actual rate is 35%, but levied on 35%, 80% or 90% of the income, which results in an effective tax rate of 12.25%, 28% and
31.50%. See above under F.

A 3% rate applies to news-related royalties, a 5% rate applies to copyright royalties (other than royalties related to films or
tapes), a 10% rate applies to trademarks, patents, certain lease-related royalties and technical assistance, and a 15% rate
applies to other cases.

Under the treaty no ceilings were set but the jurisdiction where the tax should be levied was established. Therefore, applicable
rates are those for non-treaty countries.

See withholding taxes description at (F) above.

The lower rate generally applies to participations of at least 25% of capital or voting power.

The 0% rate applies to, inter alia, (i) interest on commercial debt claims (including debt-claims represented by commercial
paper) resulting from deferred payments for machinery or equipment supplied by an enterprise, except where such interest is
paid between associated enterprises and (ii) interest on loans of any nature (not represented by bearer instruments) granted
on preferential terms for a period of at least three years by a banking enterprise.

The 0% rate applies to, inter alia, interest paid by public bodies.

The general treaty rate is 15% while the 4% rate applies to interest from a sale on credit paid by the purchaser of machinery
and equipment to a beneficial owner that is the seller of the machinery and equipment and the 12% rate to interest derived
from loans granted by banks and insurance companies and bonds or securities that are regularly and substantially traded on a
recognized securities market.

The general treaty rate is 12% while a 0% rate applies to interest paid to (national) banks and financial institutions, subject to
certain conditions.

The general treaty rate is 12.5%. However, under the application of a most favoured nation clause the rate is reduced to 12%
(Argentina-Australia treaty).

The general treaty rate is 12.5%. However, under the application of a most favoured nation clause the rate is reduced to 12%
(Argentina-Denmark treaty).

Effective date: 1 January 2022.
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Armenia

Member Firm

Contact Information

Yerevan Gor Davtyan +374 115775 44
auditservicellc@gmail.com

Basic Facts

Full name: Armenia
Capital: Yerevan
Main languages: Armenian
Population: 2.78 million (2024 estimate)
Monetary unit: AMD
Internet domain: .am
Int. dialling code: +374

Key Tax Points

General and specific taxation systems are applicable in Armenia.

Under the general taxation system, organisations, individual entrepreneurs and notaries are subject to VAT and/or profit tax and
to patent tax regarding activities considered to be patent taxable objects.

Specific taxation system

e Companies are subject to turnover tax in lieu of VAT and/or profit tax while individual entrepreneurs and notaries are subject
to profit tax and turnover tax in lieu of VAT, except for activities considered to be patent taxable objects;

e Under the patent tax regarding activities considered to be patent taxable objects, companies are subject to patent tax in lieu
of VAT and/or profit tax while individual entrepreneurs are subject to profit tax and patent tax in lieu of VAT;

e Under the framework of family entrepreneurship, companies and individual entrepreneurs are exempt, in particular, from VAT
and/or profit tax, as well as from turnover tax, except for types of activities considered to be patent taxable objects.

A. Taxes Payable

Federal Taxes And Levies

In Armenia, the following State taxes are applicable:
Value added tax (hereinafter also referred to as “VAT”)
Excise tax

Profit tax

Income tax

Environmental tax

Road tax

Turnover tax

Patent tax.
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Local taxes:
9. immovable property tax;
10. vehicle property tax.

Value Added Tax (VAT)

All persons conducting business activities and registered for VAT purposes are subject to VAT. Companies and individual
entrepreneurs are considered taxable persons for VAT purposes, and are obliged to register as such, if their annual taxable
turnover exceeds AMD 115 million.

Non-trade organizations and individuals conducting business activities are considered taxable persons for VAT purposes if their
annual taxable turnover exceeds AMD 115 million.

The following persons are considered to be taxable persons (article 59 of the NTC):

e companies and individual entrepreneurs if they are not eligible for the turnover tax regime (see section 3.1.) on the first day of
the reporting year; and

e companies and individual entrepreneurs who have ceased to be subject to the turnover tax regime.
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The following operations and transactions are subject to VAT:

Supply of goods;

Performance of work and/or rendering of services;

Import of goods into Armenia by Customs procedure “Skip for Internal Consumption”;

Import of goods into Armenia, having the status of EEU products from the member states of the Eurasian Economic Union;
A delivery of goods is not subject to VAT if the place of supply of goods is not considered to take place in Armenia;

A transport service contract of cargo, post and/or passenger transportation by any type is not subject to VAT unless it starts
and ends outside of Armenia.

VAT is calculated at a rate of 20% and 16.67% for the taxable base of transactions and operations, which are subject to VAT
according to the Tax Code.

A zero VAT rate applies to the following goods and services:

exported goods and services;
supplies of goods and services to embassies for official purposes; and
transit of foreign freight through the territory of Armenia.

Profit Tax

1.

Profit taxpayers are:

Resident companies

The following entities registered in Armenia:

— individual entrepreneurs;

— notaries;

Contractual investment funds (except for pension funds and guarantee funds), which are registered in Armenia;
Non-resident companies, as well as non-resident natural persons carrying out activities in Armenia through a permanent
establishment and/or deriving Armenian-sourced income through a permanent establishment.

Subject to Profit tax are:

Regarding resident companies, individual entrepreneurs registered in Armenia and notaries (hereinafter referred to as
“resident profit taxpayers”) — gross income derived or to be derived (hereinafter referred to as “derived” in this Section)
from sources of and/or outside Armenia, except for personal income of individual entrepreneurs registered in Armenia and
notaries;

Regarding investment funds (except for pension funds and guarantee funds) which are registered in Armenia, as well as for
securitisation funds established under Armenian law “On asset securitisation and asset backed securities” — total net assets;
Regarding non-resident companies, as well as non-resident natural persons carrying out activities in Armenia through a
permanent establishment and/or deriving Armenian-sourced income through a permanent establishment (hereinafter
referred to as “non-resident profit taxpayers”) — Armenian-sourced gross income, except for Armenian-sourced personal
income of non-resident natural persons carrying out activities in Armenia through a permanent establishment and/or deriving
Armenian-sourced income through a permanent establishment.

Profit tax base constitutes:

Regarding resident profit taxpayers — taxable profit, which is determined as the positive difference between gross income and
certain deductions;

Regarding investment funds (except for pension funds and guarantee funds) which are registered in Armenia, as well as for
securitisation funds established under Armenian law “On asset securitisation and asset backed securities” — total net assets,
which is determined in accordance with the procedure defined by the Armenian Central Bank and agreed upon with the tax
authority. For the purpose of applying this paragraph, dividends or other amounts distributed in any similar way out of the
assets of the investment fund to its participants shall not be deducted from the net assets of the investment fund;

Regarding non-resident companies and non-resident natural persons carrying out activities in Armenia through a permanent
establishment and/or deriving Armenian-sourced income through a permanent establishment (hereinafter referred to as
“non-resident profit taxpayers carrying out activities in Armenia through a permanent establishment” in this Section) —
taxable profit, which is determined as the positive difference between gross income and certain deductions;

Regarding non-resident companies carrying out activities in Armenia without a permanent establishment and/or deriving
Armenian-sourced income without a permanent establishment (hereinafter referred to as “non-resident profit taxpayers
carrying out activities in Armenia without a permanent establishment”) — gross income.

Regarding activities not attributable to a permanent establishment and/or the income of non-resident organisations carrying
out activities in Armenia through a permanent establishment — gross income.

Profit tax rates:

Profit tax is calculated at a rate of 18% on the tax base of a resident income taxpayer and a non-resident profit taxpayer
operating in Armenia through a permanent establishment.

Profit tax is calculated at the rate of 0.01% on the net assets of investment funds registered in Armenia.

Profit tax taxable base on non-resident taxpayers is calculated at the following rates:

a. 5% in respect of insurance premiums, reinsurance payments and revenues received for transportation;

10% in respect of passive income;

0% in respect of dividends received from the All-Armenian Bank;

0% in respect of the assets’ value acquired from the alienation of securities;

20% in respect of other income received from Armenian sources.
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Excise tax

Goods subject to Excise taxation are the following:
e ethyl alcohol (excluding cognac alcohol);

¢ alcoholic drinks;
e Dbeer;
°* wine;

e tobacco products (including tobacco substitutes, cigars, cigarillos);

e |ubricating oil;

e petrol;
e diesel fuel;
e crude oil;

e petroleum products;
e petroleum gases;

e other carbohydrates (excluding compressed natural gas);

e compressed natural gas.

Excise tax rates

Excise tax rates

Product Code Name of the
according to CN duct Tax base measurement unit from from from from
FEA product group 1 January 1 January 1 January 1 January
2018 2019 2020 2021
2207 Ethyl spirit value — without VAT and 50%, but not less than AMD 900 per litre
excise tax or customs value or
value of acquisition or 1 litre
(recalculated for 100% spirit)
2208 (except alcoholic 1 litre 73%, but 84% , but 96%, but 110%, but
beverages not less not less not less not less
for 22
or 2208 90 than AMD | than AMD | than AMD | than AMD
3300 725 per 835 per 960 1100
2208 90380 0 litre litre per litre per litre
2208904800
2208 20
2208 30
2208 40)
2208903300 vodka made value — without VAT and 800 per litre
2208 90 380 0 from frwtsf and/ | excise tax or cys‘t'oms valufe or
or berries value of acquisition or 1 litre
2208904800
2208 20 cognac, brandy 1 litre (recalculated for 100 a. AMD 3,000 per litre including for beverages with
and other percent spirit) ageing period, 1-3 years
geal b. AMD 3,500 per litre including for beverages with
ageing period, 4-5 years
c. AMD 6,000 per litre including for beverages with
ageing period, 6-10 years
d. AMD 8,500 per litre including for beverages with
ageing period, 11-15 years
e. AMD 14,000 per litre including for beverages
with ageing period, 16-19 years
f. AMD 22,000 per litre including for beverages with
ageing period, 20 or more years
2208 30 brandy, rum value — without VAT and 66%, but | 6%, but not 87, but 100%, but
2208 40 and other excise tax or customs value or not less less than not less not less
alcoholates value of acquisition or 1 litre than AMD | AMD 4,560 | than AMD | than AMD
3,970 per per litre 5,250 per 6,035 per
litre litre litre
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Product Code

according to CN
FEA

Name of the
product group

Tax base measurement unit

Excise tax rates

from
1 January
2018

from
1 January
2021

from
1 January
2020

from
1 January
2019

2203 Beer value — without VAT and 30%, but not less than AMD 105 per litre
excise tax or customs value or
value of acquisition or 1 litre
2204 grape wine value — without VAT 10%, but not less than AMD 100 per litre
and excise tax or customs
value or value of acquisition
or 1 litre
2205 vermouth and value — without VAT and 50%, but not less than AMD 750 per litre
other grape excise tax or customs value or
wines value of acquisition or 1 litre
2206 other fermented value — without VAT and 25%, but not less than AMD 270 per litre
(except for 2206 | beverages (apple | excise tax or customs value or
00390 cider, perry value of acquisition or 1 litre
2206 00 590 (pear cider),
2206 00 890) mead), expect
for fruit wines,
berry wines,
fruity wines and
wine material
2206 00 390 fruit wines, value — without VAT and 10%, but not less than AMD 100 per litre
2206 00 590 berry wines, excise tax or customs value or
2206 00 890 fruity wines and value of acquisition or 1 litre
other wines
2402 (except for tobacco maximum retail price 15%, but 15%, but 15%, but 15%, but
2402 10 00011 products without VAT and excise not less not less not less not less
2402 90 00011 tax for tobacco products than AMD than AMD than AMD than AMD
2402 10 00012 marked as prescribed by the 7 275 per 8,370 per 9,625 per 11,070 per
2402 90 00012) Government or 1,000 items 1,000 1,000 1,000 1,000
items items items items
2402 10 00011 cigars 1,000 items AMD 605,000
2402 90 00011
2402 10 00012 cigarillos 1,000 items AMD 16,500
2402 90 00012
2403 manufactured 1kg AMD 1,500
tobacco
substitutes
271019710 - lubricating oil value — without VAT and 50%, but not less than AMD 400 per kg
2710 19 980 excise tax or customs value or
value of acquisition or 1 kg
271012 petrol 1tonne AMD 40,000
2710 (except for diesel fuel 1 tonne AMD 13,000
271012
271019710 -

2710 19 980)
3403191000

3403 199000
3403990000
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Product Code

according to CN Na;netof G Tax base measurement unit from from from from
FEA product group 1 January S WELTTETRY 1 January NETTETeY
2018 2019 2020 2021
2709 crude oil, 1ton AMD 27,000
mineral oils
2711 (except for oil gases and 1ton AMD 1,000
other gas-like
271111
hydrocarbons
2711 21)
1,000 m? AMD 25,000

Income Taxes

Income taxpayers

e Resident and non-resident natural persons shall be deemed to be income taxpayers.

e Individual entrepreneurs and notaries — as natural persons — shall be deemed to be income taxpayers only in respect of their
personal incomes.

Income tax rates:
e according to the following scale of monthly rates:

Monthly value of the tax base Income tax rate

Up to AMD 150,000 23%
From AMD 150,000 to AMD 2,000,000 AMD 34,500 plus 28% of the amount exceeding AMD 150,000
More than AMD 2,000,000 AMD 552,500 plus 36% of the amount exceeding AMD
2,000,000

e according to the following scale of annual rates:

Monthly value of the tax base Income tax rate

Up to AMD 1,800,000 23%
From AMD 1,800,000 to AMD 24,000,000 AMD 414,000 plus 28% of the amount exceeding AMD
150,000
More than AMD 24,000,000 AMD 6,630,000 plus 36% of the amount exceeding AMD
24,000,000

Environmental tax

The environmental tax is a tax payable to the state budget for the purpose of implementing environmental measures in order to
create the necessary funds.

Subject to environmental taxation are:
e emissions of atmospheric air pollutants;
e outflow of harmful substances and/or compounds to water resource;
e the utilisation, production and/or consumption of entrails in specially allocated places;
e goods, which cause damage to the environment:
— Importation into the territory of Armenia,
— the alienation of import-seller and/or producers-sellers in the territory of Armenia.

Road tax

Road tax is a tax payable to the state budget for the development of the road network of Armenia, the creation of funds necessary
for the construction, repair and maintenance of the state automobile roads of general use of Armenia.

Subject to road taxation are:

1. Use of automobile roads of Armenia by unregistered (off-road) motor vehicles in Armenia;

2. Use of automobile roads of Armenia by registered freight vehicles registered in Armenia;

3. Placement of advertising on public roads of Armenia;

4. The road tax is calculated for every 15 days of entry into Armenia by non-registered trucks in Armenia for the use of motor
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roads of Armenia, according to the maximum permissible mass of the motor vehicle.

Turnover tax

Turnover tax is a state tax that replaces VAT and/or profit tax, paid to the state budget in accordance with the procedure, amount
and timeframe established by the Tax Code for the types of activities that are subject to taxation.

Are subject to turnover taxation: supply of goods, performance of works and/or rendering of services. Transactions for which a
lease or user fee, interest and/or royalty is received are also considered to be services.

Turnover tax is calculated at the following rates:

Type of income Rate (%)

Income derived from commercial (purchase and sale) activities, except for income derived from commercial 5
(purchase and sale) activities regarding secondary raw material included in the list defined by the
Government and alienation of immovable property

Income derived from commercial (purchase and sale) activities regarding secondary raw material included in 1.5
the list defined by the Government

Income derived by editorial offices from the sale of newspapers 1.5
Income derived from production activities 35
Income derived from the sale of rental, interest, royalty, immovable property 10
Income derived from notarial activities 10
Income derived from lottery activities 25
Income derived from activities carried out in the sector of public catering 6

Income derived from sales by turnover taxpayers carrying out activities of public catering, of other assets 20

applied in Armenia and not included in the section "Organisation of public catering" of the classifier of the
economic activity, as well as from other activities

Income derived from any other activity 5

Patent tax

Patent tax is the state tax that replaces VAT and/or profit tax, paid to the state budget for the implementation of types of activities
considered as taxable objects. For organisations the patent tax replaces the VAT and/or the profit tax. Under the patent tax the
calculated tax rate for the profit tax is 40% and for VAT it is 60%. For individual entrepreneurs the patent tax replaces VAT.

The following types of activities carried out in Armenia are subject to patent tax:

e Passenger transportation by light passenger cars;

e Passenger transportation by bus and/or minibus;

e Hairdressing services;

e Car maintenance stations activities;

e Parking activities;

e Organising billiards game;

e Organising table tennis game;

e Organisation of games through coins and (or) billboards, food trade, as well as coin-operated automatic gaming (except for
gambling and casino activities);

e Dental activity;

e Dental technical activity;

e Organisation of the totalizer;

e Organisation of the Internet totalizer;

e Purchase and sale of precious metals, precious metals or precious stones by means of countertops or merchandise at trading
places (in gold markets).

Registration Duty

In Armenia, certain state fees are applied to:

e State duty;

e Utilisation fee;

e Social payment;

e Mandatory fee for the grant (renewal) of radio frequencies and the mandatory billing for use;
e Mandatory payment for public services:

e Pension payment.
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In Armenia, certain local fees are applied to:
e Local duty;
e Local fee.

B. Determination of Taxable Income

e Subject to taxation is any transaction, income, property, type of activity (including action or function) or any other object,
whether the existence of ownership rights or the performance of which generates a tax liability or payment obligation at the
level of the taxpayers.

e For each tax a separate taxable item is established.

e The same subject of taxation shall be taxed only once at the level of the same taxpayer for the same period.

The taxable base is the value, physical or other characteristic of the taxable object.

e For each tax a separate tax base and the procedure for its calculation is established.

Depreciation

In order to determine the tax base of resident profit taxpayers and non-resident profit taxpayers operating in Armenia through
a permanent establishment, the gross income is deducted from the amortisation expense of property, plant and equipment and
intangible assets owned or leased by a resident or non-resident profit taxpayer.

Moreover, for each unit of fixed assets and intangible assets the amortisation charge is calculated during the taxable year, as the
difference between the original cost of the fixed asset and the intangible asset and the intangible assets for individual groups and
intangible assets.

On each unit of revalued fixed assets and intangible assets after revaluation, the depreciation charge is calculated based on the
minimum taxation periods determined for the tax year as the carrying value of the intangible asset, individual groups of intangible
assets and the calculated amortisation residual time ratio.

Stock / Inventory

The tax authority (tax inspector) is authorised to make measurements of inventories. During a tax control, the Tax Authority
may require the taxpayer (tax agent) to inventory assets and liabilities exclusively within the scope of tax control objectives and
matters.

Dividends

In respect of dividends received by foreign citizens and stateless persons, the income tax is calculated at a rate of 10% while the
income tax on dividends received by citizens of Armenia is calculated at a rate of 5%.

Losses

In order to determine the tax base of resident profit taxpayers and non-resident profit taxpayers operating in Armenia through
a permanent establishment, natural losses of property are deductible from gross income, as well as qualitative, casual,
technological and (or) other losses caused by property documents.

Natural loss of property is deducted from gross income not exceeding the amount set by the Government during the tax year

of the loss or disclosure of that loss. Natural loss of property is the reduction of the weight, size, volume and/or quantity of the
property due to the physicochemical, mechanical or biological factors during the preservation or movement of the property. If the
Government has not specified the amount of natural loss or the amount of natural loss exceeds the amount determined by the
Government then the loss shall not be deducted from gross income loss.

Qualitative loss of property substantiated by documents is deducted from gross income at a rate not exceeding 1% of the gross
amount of the income during the tax year when occurring or disclosing that loss. Property qualitative loss is the property, or the
goods withdrawn from circulation as a result of the expiration of the conservation period of the product with the expiration date
or of the depreciation and/or demolition of time due to the impairment or limitation of the consumer’s property.

Property document-based accidental loss is deducted from gross income at the full extent for the loss during the tax year.
Property accidental loss is destruction or damage caused by fire, flood, earthquake or other natural disaster, shipwreck, war,
military action, armed attack, mass disorder, revolt or any other such extraordinary event.

Property document-based technological loss is deducted from gross income as an item of material cost. Property technological

loss is:

e the portion of the cost of raw materials, parts and/or nodes which has lost its quality as a result of the technology used in the
production process;

e the defective product at the rate set by the profit taxpayer;

e technological losses established by law or by the Government Authorised Body.

Property document-based other losses are deducted from gross income to the amount of that loss.

When no norm of property document-based technological loss is established or exceeded, the corresponding losses are deducted
from gross income:
e in case of voluntary reimbursement of the loss by the party that inflicted the damage during the tax year of loss’ complete or
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partial compensation;

as a result of non-disclosure of the person who has suffered damage in the case of a decision to suspend or discontinue the
criminal case by the preliminary investigation body, in the tax year of the decision;

in case of adoption of a judicial act establishing guilt or innocence by the court in a tax year of the act coming into force.

The documentation procedure for losses is defined by the Government.

Tax Incentives

Except for the general procedure and/or terms of calculation and payment of taxes, fines, penalties and/or duties established
by Tax Code of the RA, as a result of which there is no tax liability or decrease, or the amount of the taxable obligation is
extinguished, or the dates of its calculation and/or execution are postponed.

The following types of tax benefits may be established by Tax Code of Armenia:

Tax exemption;

Reduction of taxable object;

Reduction of tax base;

Reduction of tax rate;

Tax reduction;

Delay of tax payment;

For violating the provisions of Tax Code: exemption from penalties and fines, reduction, delay of payment terms.

Exemption from the payment of profit tax

1.

2.

Profit taxpayers engaged in the production of agricultural products shall be exempt from paying profit tax for the tax years
until 31 December 2024 included, for income derived from the sale of agricultural products, as well as for income derived from
the sale of other assets or for other income, where the share of the income derived from the sale of other assets and of the
other income in the gross income for the respective tax year does not exceed 10%. Where the share of income derived from
the sale of other assets and of other income in the gross income for the respective tax year exceeds 10%, the benefit provided
for by this part shall apply only with respect to the income derived from the sale of agricultural products. Within the meaning
of this part:
— agricultural products shall mean products produced for final or intermediate consumption, through biological processing of
animals and plants, in particular:
crops of cereal grains and cereal grain peas;
technical crops;
root and tuber, vegetable, melon and gourd crops and products of covered soil;
forage crops of field cultivation;
other products of forage production;
products of gardens, vineyards, perennials plants and floriculture;
seeds of trees and bushes, fruit seeds;
seedlings of trees and bushes;
plantings of trees and bushes;
products of cattle breeding;
products of swine breeding;
products of sheep breeding and goat breeding;
. products of poultry breeding;
products of horse breeding, donkey breeding and mule breeding;
products of deer breeding and camel breeding;
products of rabbit breeding, fur animal breeding and hunting economies;
products of fish breeding, apiculture, silkworm cultivation, artificial insemination;
— ifitis impossible to make an accurate calculation of the income derived from agricultural products for the tax years until 31
December 2024 included, it shall be calculated based on the estimated net income data calculated in accordance with the
cadastral valuation procedure prescribed by Annex 2, which is a constituent part of Tax Code.

0T OS5I TAT ISR S0 Q0T

The Armenian Deposit Guarantee Fund prescribed by the Law of Armenia “On guaranteeing compensation of bank deposits of
individuals” shall be exempt from paying profit tax for the following types of income:
— regular, lump sum and additional guarantee fees paid by commercial banks in accordance with the procedure prescribed
by the Law of Armenia “On guaranteeing compensation of bank deposits of individuals”;
— amounts compensated to individuals by the Fund and received from banks based on claims acquired against the banks;
— incomes derived from investments in the following assets:
a. state securities of Armenia;
b. those invested as bank deposits and/or bank accounts in the Central Bank of Armenia and top foreign banks with high
ratings;
securities of the Central Bank of Armenia;
standard gold bullions;
securities of governments and/or Central Banks of countries with high ratings;
other financial assets, by decision of the Board of Trustees of the Fund and upon the consent of the Board of the
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Central Bank of Armenia.

3. The Bureau established on the basis of the Law of Armenia “On compulsory motor vehicle liability insurance” shall be exempt
from paying profit tax for all fees made to the Guarantee Fund (hereinafter referred to as “Guarantee Fund”) established
within the Bureau pursuant to that Law, as well as for all other amounts generated for the Guarantee Fund, including those
generated from income generated from investments made from the funds of the Guarantee Fund.

4. The Panarmenian Bank shall be exempt from paying profit tax.

5. Non-resident profit taxpayers shall be exempt from paying profit tax for income derived in the form of interests from foreign
currency state bonds of Armenia or in the form of a discount made at the time of repayment of said bonds, as well as for
income derived from the alienation of said bonds, their exchange with other securities or other similar transactions.

6. Profit taxpayers engaged in the production of hand-made carpets shall be exempt from paying profit tax for the income
derived from the sale of hand-made carpets.

7. Profit taxpayers deemed operators of a free economic zone shall be exempt from paying profit tax for the income derived from
activities carried out in the free economic zone established in the territory of Armenia.

C. Foreign Tax Relief

e Profit taxable objects and income tax received or to be received outside Armenia by resident organisations of Armenia and
resident individuals of Armenia shall be included in the taxable object under the relevant tax type of these organisations and
individuals and shall be subject to taxation in Armenia as prescribed by the Tax Code, unless otherwise prescribed by Tax Code.

e For the purpose of taxation of resident organisations of Armenia and resident individuals of Armenia, the tax amounts
calculated for taxable objects determined shall be reduced to the amount of the sums of the relevant taxes which have been
collected in foreign states in accordance with the legislation of those states.

e Amounts of taxes shall be reduced by amounts not exceeding the amounts of the relevant taxes calculated for taxable objects
formed in foreign states in the manner and at the rates prescribed by the Tax Code.

e Where the amount of the profit tax or the income tax subject to reduction exceeds the profit tax or the income tax liability
respectively for the given reporting year, the amounts of taxes in excess shall be subject to reduction from the liabilities of the
following reporting years of the organisation or the individual.

D. Corporate Groups

There are no special rules for group taxation in Armenia.

E. Related Party Transactions

According to the Tax Code, organisations and/or individuals shall be considered to be related where:

e 20% and more of the equity shares (stock, share) of the authorised (share) capital of the resident commercial organisation
belong to another resident commercial organisation, an individual entrepreneur or a notary;

e 20% and more of the equity shares (stock, share) of the authorised (share) capital of the resident commercial organisation
belong to the individual who is not an individual entrepreneur and to whom also belongs 20% and more of the equity shares
(stock, share) of the authorised (share) capital of another resident commercial organisation.

e Organisations and/or individuals shall be considered to be related where according to the information received from a third
person (including from a state body) or obtained as a result of operational and intelligence activities, organisations and/or
individuals — on grounds of acting in consent for common economic interests — are recognised as related upon the decision
of the head of the tax authority as prescribed by the tax authority. When recognising taxpayers as related, the following
circumstances, in particular, shall be taken into account:

— volume and frequency of transactions carried out between them;
— sale prices and trade mark-ups of the goods purchased from one another;
— Share in any commodity market.

F. Withholding Tax

e Dividends paid to non-resident companies are subject to a 10% final withholding tax, unless a double tax treaty provides
otherwise;

A 10% final withholding tax applies to interest paid to non-resident companies, unless a double tax treaty provides otherwise;
Royalties are subject to a 10% final withholding tax, unless a double tax treaty provides otherwise;

Insurance fees and freight payments are subject to a 5% final withholding tax.

Any other income from Armenian sources is generally subject to a 20% withholding tax.

G. Exchange Control

e Within the scope of transactions and operations denominated in foreign currency, tax bases formed regarding transactions
relating to the import or export of goods and original costs of goods shall be determined:

— in case of operations relating to import of goods from states that are not members of the EAEU or export of goods to states
that are not members of the EAEU, as of the date of the customs declaration for the import or export of goods respectively
(irrespective of the fact of submitting afterwards the verified customs declaration for the import of goods or the verified
customs declaration for the export of goods as prescribed by the EAEU uniform customs legislation with regard to these
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operations) based on the average market exchange rate announced by the Central Bank of Armenia as of that day;

— in case of operations relating to import of goods from the EAEU member states or export of goods to the EAEU member
states, as of the date of the tax declaration for the import of goods or export of goods respectively (irrespective of the
fact of submitting afterwards the verified customs declaration for the import of goods or the verified customs declaration
for the export of goods with regard to these transactions) based on the average market exchange rate announced by the
Central Bank of Armenia as of that day;

e In case of transactions involving supply of goods, performance of work or rendering of services concluded between a resident
organisation or a resident individual of Armenia and a non-resident organisation or a non-resident individual of Armenia
(except for the permanent establishment record registered in Armenia of a non-resident organisation or a non-resident
individual) within the territory of Armenia, as well as in cases where the obligation for calculating and paying VAT with regard
to the transaction involving supply of goods, performance of work or rendering of services carried out by a non-resident
organisation having no permanent establishment record-registered in Armenia or by a non-resident individual having no
permanent establishment record-registered in Armenia shall be undertaken — in accordance with Section 4 of the Code — by
a resident organisation or a resident individual of Armenia or the permanent establishment record-registered in Armenia of
the non-resident organisation or the non-resident individual who is considered to be a party to the transaction, the formed
tax bases and original costs shall be determined as of the date of issuance of the relevant settlement document based on the
average market exchange rate announced by the Central Bank of Armenia;

e Tax amount of the taxable income paid by a tax agent shall be calculated as of the date of payment of that income, based on
the average market exchange rate announced by the Central Bank of Armenia as of that day.

I. Treaty And Non-Treaty Withholding Tax Rates

Dividends
(%)
Interest Royalties
Individuals, Qualifying (%) (%)
companies companies
(%) (%)

Domestic rates

Companies 10 10 0/10 10

Individuals 10 N/A 10 10
Treaty countries:
Austria 15 51 10 5
Belarus 15 10 10 10
Belgium 15 52 10 8
Bulgaria 10 53 52°/10 5/10%
Canada 15 5¢ 10 10
China 10 5% 10 10
Croatia 10 0° 10 5
Cyprus 57 0’ 5 5
Czech Republic 10 10 0/5/10%* 5/10%
Denmark 15 0/58 0/5/10% 5/10%
Estonia 15 5° 10 10
Finland 15 59 5 5/10%
France 15 e 10 5/10%
Georgia 10 5 10 5
Germany 10 7° 5 6
Greece 10 10 10 5
Hungary 10 518 0/5/10* 5
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Dividends

(%)
Interest Royalties
Individuals, Qualifying (%) (%)
companies companies
(%) (%)
India 10 10 10 10
Indonesia 15 10 10 10
Iran 15 10 10 5
Ireland 15 0/5%2 0/5/10% 5
Israel 15 0/5% 5 5/10%
Italy 10 S5 10 7
Kazakhstan 10 10 10 10
Kuwait 5 0%/5 5 10
Latvia 15 5% 10 10
Lebanon 10 516 8 5
Lithuania 15 5% 10 10
Luxembourg 15 51 10 5
Malta? 10 5v7 5 5
Moldova 15 518 10 10
Netherlands 15 5! 5 5
Poland 10 10 5 10
Qatar 10 51 5 5
Romania 10 5% 10 10
Russia 10 52t 10 0
Serbia 8 8 8 8
Singapore! 5 0% 5 5
Slovak Republic 10 51 10 5
Slovenia 10 5% 10 5
Spain 10 0° 5 5/10%
Sweden 15 0/5% 5 5
Switzerland 15 5% 10 5
Syria 10 10 10 12
Thailand 10 10 0/10* 15
Turkmenistan 15 52 10 10
Ukraine 15 5% 10 0
United Arab Emirates 3 0%/3 0 5
United Kingdom 10 0/5/15%® 5 5
Notes:

1. The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10%
of the capital of the company paying the dividends.

2. The 5% reduced rate applies if the beneficial owner is a company which holds directly at least 10% of the equity capital of the
company paying the dividends.

3. The 5% reduced rate applies if the resident holds directly at least USD 100,000 or its equivalent in domestic currency of the
capital of the company paying the dividends.
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4. The 5% reduced rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the
company paying the dividends and the capital invested by the beneficial owner exceeds USD 100,000 (or its equivalent in the
currency of either Contracting State) at the time the dividends are declared.

5. The reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of
the capital of the company paying the dividends.

6. The 0% rate applies if (i) the beneficial owner is a resident of Croatia/Spain, and (ii) it holds, directly or indirectly, at least 25%
of the capital of the company paying the dividends for, at least, two years before the date of such payment, and (iii) such
dividends are not liable to profit tax in Croatia/Spain.

7. The 0% rate applies if the beneficial owner has invested in the capital of the company not less than the equivalent of EUR
150,000 at the time of the investment.

The 5% rate applies in all other cases.

8. The 0% rate applies if (i) the beneficial owner is a company which holds directly at least 50% of the capital of the company
paying the dividends and has invested more than EUR 2 million, or its equivalent in Armenian or Danish currency, in the
capital of the company paying the dividends at the date of payment of the dividends or (ii) the beneficial owner is the State of
Denmark or the Central Bank of Denmark, or any national agency or any other agency (including a financial institution) owned
by the Government of Denmark.

The 5% rate applies if the beneficial owner is a company which holds directly at least 10% of the capital of the company paying
the dividends and has invested more than EUR 100,000, or its equivalent in Armenian or Danish currency, in the capital of the
company paying the dividends at the date of payment of the dividends.

The 15% rate applies in all other cases.

9. The 5% reduced rate applies if the beneficial owner is a company which controls directly at least 25% of the capital of the
company paying the dividends.

10.The 5% reduced rate applies if the beneficial owner is a company which holds directly or indirectly at least 10% of the capital
of the company paying the dividends.

11.The 5% reduced rate applies if the beneficial owner is a company (other than a partnership that is not liable to tax), which
holds directly at least 25% of the capital of the company paying the dividends.

12.The 5% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the
capital of the company paying the dividends.

The 0% rate applies if the beneficial owner is a company (other than a partnership) (i) which holds directly at least 25% of
the capital of the company paying the dividends; and (ii) which has owned that holding for a period of at least 2 years prior
to any claim being made, and (iii) which, in the Contracting State of which it is a resident, is, in respect of the dividends,
entirely relieved from tax by an exemption or would, but for this subparagraph, be entirely relieved by a credit (including a
credit under subparagraph (b) of paragraph 2 of Article 24) for tax paid in respect of the dividends by the company paying the
dividends.

13.The 5% rate applies if the beneficial owner is a company (other than a partnership or a real estate investment company) which
holds directly at least 25% of the capital of the company paying the dividends.

The 0% rate applies if the beneficial owner is the State of Israel or the Central Bank of Israel or a pension plan which is a
resident of Israel and does not hold directly or indirectly more than 25% of the capital or 25% of the voting power of the
company paying the dividends.

The 15% rate applies in all other cases.

14.The 5% reduced rate applies if the beneficial owner is a company which has owned directly at least 10% of the capital of the
company paying the dividends (this share should be at least USD 100,000 or its equivalent in other currency) for a period of at
least 12 months preceding the date the dividends were declared.

15. The 0% rate applies in the case of dividends paid by a company which is a resident of a Contracting State shall not be taxable
if the beneficial owner of the dividends is the Government of the other Contracting State or any governmental institution or
other entity thereof, as defined in paragraph 2 of Article 4 of the treaty.

16.The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25%
of the equity capital of the company paying the dividends.

17.The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10%
of the capital of the company paying the dividends and has invested at least one and a half million euro (or the equivalent
amount in any other currency) in the share capital of the company paying the dividends at the date of payment of the
dividends.

18.The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds at least 25% of the
statutory capital of the company paying the dividends.

19.The 5% reduced rate applies whenever the invested capital exceeds USD 100,000.

20.The 5% reduced rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the
company paying the dividends.

21.The 5% reduced rate applies if a resident of Russia contributed at least USD 40,000 (or the equivalent amount in the national
currency of any of the contracting states) to the authorised capital of the enterprise.

22.The 0% rate applies if the beneficial owner is (i) a company which holds directly at least 25% of the capital of the company
paying the dividends, or (ii) a company which invested at least USD 300,000 (or the equivalent amount in any other currency)
in the share capital of the company paying the dividends.

The 0% rate also applies in the following case: dividends arising in Armenia and paid to the Government of Singapore shall
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be exempt from tax in Armenia. The term “Government” means, in the case of Singapore, the Government of Singapore
and shall also include (i) the Central Bank (the Monetary Authority of Singapore) and its wholly-owned (direct or indirect)
subsidiaries, (ii) a statutory body, and (iii) entities, including special-purpose investment funds or arrangements, wholly owned
(directly or indirectly) by the Government of Singapore, which are set up to invest and manage the assets of the Government
of Singapore, and where the dividends paid relate to such assets. For avoidance of doubt, this includes, but is not limited to,
GIC Private Limited, GIC (Realty) Private Limited, GIC (Ventures) Pte. Ltd., Eurovest Pte. Ltd., and their wholly-owned (direct or
indirect) subsidiaries.

23.The 0% rate applies if the beneficial owner is a company (other than a partnership) (i) which holds directly at least 25% of the
capital or the voting power of the company paying the dividends; and (ii) which has owned that holding for a period of at least
2 years prior to any claim being made, and (iii) the dividends are exempt from tax in the hands of that company.
The 5% rate applies if the beneficial owner is a company (other than a partnership) which holds at least 10% of the capital or
the voting power of the company paying the dividends.

24.The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least
25% of the capital of the company paying the dividends and the foreign capital invested exceeds 200,000 Swiss francs or its
equivalent in any other currency at the moment when the dividends become due.

25.The 5% reduced rate applies if the beneficial owner is a company which holds at least 25% of the capital of the company
paying the dividends.

26.The 5% reduced rate applies if the beneficial owner owns at least 25% of the authorised capital of the company paying the
dividends.

27.The 0% rate applies in case dividends are paid to the UAE government, a political subdivision or financial institution thereof.

28.The 5% rate applies if the beneficial owner is a company which is a resident of the UK and holds, directly or indirectly, at least
25% of the share capital of the company paying the dividends and has invested at least GBP 1,000,000 (or the equivalent
amount in any other currency) in the share capital of the company paying the dividends at the date of payment of the
dividends.
The 0% rate applies if the beneficial owner of the dividends is a pension scheme.
The 15% rate applies where dividends are paid out of income (including gains) derived directly or indirectly from immovable
property within the meaning of Article 6 of the treaty by an investment vehicle which distributes most of this income annually
and whose income from such immovable property is exempted from tax.
The 10% rate applies in all other cases.

29.The 5% rate applies if interest is paid on any loan granted by a bank or financial institution.

30. The 5% rate applies if the interest is paid in connection with a loan or a credit of whatever kind granted by a bank.
The 0% rate applies if interest is paid (i) to the Government of the Czech Republic, a political subdivision or a local authority
thereof, to the Central Bank of the Czech Republic or any financial institution owned or controlled by the Government of the
Czech Repubilic (ii) in connection with a loan or a credit guaranteed or insured by the Government of the Czech Republic, the
Central Bank of the Czech Republic or any financial institution owned or controlled by the Government of the Czech Republic.

31.The 5% rate applies if the interest is paid in respect of a loan of any kind granted by a banking enterprise.
The 0% rate applies if the interest is paid to the Danish State or a local authority thereof including the Central Bank of
Denmark, or any institution, agency or fund owned by the Government of Denmark.

32.The 5% rate applies if the interest is paid in connection with a loan or a credit of whatever kind granted by a bank.
The 0% rate applies if the interest is paid (i) to the Government of Hungary or a local authority thereof, to the Central Bank of
Hungary or any financial institution owned or controlled by the Government of Hungary or (ii) in connection with a loan or a
credit guaranteed or insured by the Government of Hungary, the Central Bank of Hungary or any financial institution owned or
controlled by the Government of Hungary.

33.The 5% rate applies if the interest is paid in respect of a loan of any kind granted by a banking enterprise.
The 0% rate applies if the interest is paid to a Contracting State or a local authority thereof, including the Central Bank of a
Contracting State or any institution, agency or fund wholly owned by a Contracting State.
The 10% rate applies if interest is received by any financial institution (including an insurance company) in Thailand.

34.The 0% rate applies for interest arising in a Contracting State and paid to the Government of the other Contracting State, an
authority created therein, the Central Bank of that other Contracting State, or the Export-Import Bank of Thailand.

35.The 5% rate applies to royalties received as a consideration for the use of or the right to use any copyright of literary, artistic or
scientific work, including cinematograph films, and films or tapes for television or radio broadcasting. The 10% rate applies in
all other cases.

36. The 5% rate applies to payments of any kind received as a consideration for the use of, or the right to use any copyright of
literary, artistic or scientific work including cinematograph films, and films or tapes for television or radio broadcasting.
The 10% rate applies to payments of any kind received as a consideration for the use of, or the right to use any patent, trade
mark, design or model, plan, secret formula or process and computer software, or any industrial, commercial or scientific
equipment, or for information concerning industrial, commercial or scientific experience.

37.The 5% rate applies to payments of any kind received as a consideration (i) for the use of, or the right to use, any computer
software, patent, trade mark, design or model or plan (ii) for the use of, or the right to use, any secret formula or process, or
for information concerning industrial, commercial or scientific experience (know-how).
The 10% rate applies to payments of any kind received as a consideration for the use of, or the right to use, any copyright of
literary, artistic or scientific work including cinematograph films, and films or tapes for television or radio broadcasting.

38. The 5% rate applies to royalties paid for the use of, or the right to use, a copyright. The 10% rate applies in all other cases.

39. The 5% rate applies to payments of any kind received as a consideration (i) for the use of, or the right to use, any patent,
trade mark, design or model or plan (ii) for the use of, or the right to use, any secret formula or process, or for information

PKF Worldwide Tax Guide 2024/25 52



concerning industrial, commercial or scientific experience (know-how), or for the use of, or the right to use, industrial,
commercial, or scientific equipment.

The 10% rate applies to payments of any kind received as a consideration for the use of, or the right to use, any copyright of
literary, artistic or scientific work including cinematograph films, and films or tapes for television or radio broadcasting.
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Australia

Member Firm

City Name Contact Information
Adelaide Nicole Peterson +618 8373 5588
nicole.peterson@pkfsa.com.au

Brisbane Matthew Lane +617 3839 9733
matthew.lane@pkf.com.au

Canberra Ross Di Bartolo +612 6257 7500
ross.dibartolo@pkf.com.au
Gold Coast Matthew Butler +617 5553 1000

matthew.butler@pkf.com.au

Hobart Daniel Rands +613 6231 9233
drands@pkftasmania.com.au

Melbourne Timothy Bow +613 9679 2222
tbow@pkf.com.au

Newcastle Darren Shone +612 4963 5116
dshone@pkf.com.au

Perth Chris Roos +618 9426 8999
croos@pkfperth.com.au

Sydney lain Spittal +612 8346 6076
ispittal@pkf.com.au

Tamworth Brian Wall +612 6768 4500
bwall@pkf.com.au

Basic Facts

Full name: Commonwealth of Australia
Capital: Canberra
Main languages: English
Population: 26.6 million (2024 estimate)
Monetary unit: Australian Dollar (AUD)
Internet domain: .au
Int. dialling code: +61

Key Tax Points

e Australian resident companies are subject to company income tax on income derived from all sources. Non-resident
companies are required to pay income tax only on Australian-sourced income.

e There is no branch profits tax in Australia. However, Australian branches of foreign companies will generally only be taxed on
Australian-sourced income at the prevailing company tax rate.

e All entities that carry on an enterprise in Australia are required to register for the goods and services tax (GST) if their annual
turnover meets the registration turnover threshold.

e Australia has a CFC regime which is designed to ensure certain types of passive and associated party income of a CFC is
included in the controlling Australian resident’s taxable income each financial year.

e Where foreign sourced income is included in assessable income, tax credits are available equal to the lesser of the foreign
tax paid and the Australian tax payable. Credits are also available to Australian companies for foreign tax paid under the CFC
regime on attributed income.

e  Wholly-owned groups of Australian companies and, in some circumstances, unit trusts can elect to have their income tax
liability calculated on a consolidated basis.

¢ Non-arm’s-length international profit-shifting arrangements and other international transactions between related parties are
governed by transfer pricing rules which give the Commissioner of Taxation the power to calculate the income tax payable
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based on arms-length prices.

e Withholding tax must be deducted from interest, royalties and dividends (to the extent they are not franked) paid to non-
residents.

e Income tax is payable by Australian resident individuals on non-exempt income derived from worldwide sources. Non-resident
individuals are only required to pay tax on Australian-sourced income.

e There is no separate capital gains tax, but capital gains are included in taxable income. The tax treatment of capital gains and
losses is generally the same for individuals and trustees as for companies, but there are some differences (e.g. Australian
resident individuals and trustees, unlike companies, can claim a 50% discount of capital gains on assets held for more than one
year). Small business CGT concessions may also reduce capital gains where certain conditions are met.

e There is no net wealth tax, real estate tax or inheritance or gift tax.

A. Taxes Payable

Corporate tax

Australian resident companies are subject to company income tax on their income derived from all sources. Non-resident
companies are required to pay income tax only on Australian-sourced income. Resident companies are those that are
incorporated in Australia or those that carry on business in Australia and either have their central management and control in
Australia or their voting power controlled by shareholders who are Australian residents.

The tax year runs from 1 July to 30 June. Companies’ financial years usually coincide with the tax year. A taxpayer can choose to
have an accounting period different to the tax year if they wish but this will require additional costs of preparing another set of
accounts based on the tax year. Alternatively, if a taxpayer has a good reason for having a financial year other than 1 July to 30
June they can apply to the Australian Tax Office to have a substituted accounting period (SAP) and align the tax year with their
financial year. The Australian Tax Office will generally accept applications for an SAP where an Australian subsidiary wants to align
its tax year with its foreign parent company’s financial year.

The company tax rates applied to the company’s taxable income are:
e 25% for companies with aggregate annual turnover of less than AUD 50 million for the 2023/24 income year); and
e 30% for all other companies.

Note, the reduced rate of company tax does not apply to entities which derive more than 80% of revenue from passive income.

A company is generally required to ‘self-assess’ its likely tax liability in a financial year and pay tax by quarterly or monthly
instalments with the final tax liability being reconciled in an annual tax return. ‘Likely tax’ is the latest estimate of tax payable
made by the company in a current financial year. If no estimate is made, ‘likely tax’ is the tax assessed in the preceding year.
Company tax is payable on a quarterly basis (except for companies with a turnover of greater than AUD 20 million which are
required to remit instalments monthly). Companies that are not required to report their goods and services tax (GST) on a
monthly basis and with income tax payable of less than AUD 8,000 for the most recent income year can elect to pay an annual
instalment of tax rather than quarterly instalments. Generally, the annual payment date is 21 October when the income year ends
on 30 June.

Monthly or quarterly company tax instalments are payable within 21 days after the end of each month/quarter of the financial
year. However, where taxpayers are eligible to pay other quarterly obligations on a deferred basis (namely those entities that
are required to pay GST on a quarterly basis); the due date is the 28th day after the end of the quarter (except for the December
quarter in which case payment date is 28 February). There are two methods of working out the instalment payment amount as
follows:

e Instalment Income Option: the payment amount is the amount of gross assessable income earned for that month or quarter
(less capital gains) multiplied by the instalment rate. The instalment rate is advised by the Tax Office and is based on the
company tax paid on the most recent tax assessment divided by the company’s turnover (less capital gains). This method is
available to all taxpayers.

e GDP adjustment notional tax option: the payment income amount is based on the assessable income figure from the most
recent tax return multiplied by a GDP factor. The income amount is advised by the Tax Office. This method is available for
individual taxpayers or other entities where their most recent assessed taxable income was under AUD 2 million. Certain
categories of taxpayers such as farmers, sports people and artists may meet their liability for these four instalments by making
two payments per year.

Branch Profits Tax

There is no branch profits tax in Australia. However, Australian branches of foreign companies will generally only be taxed on
Australian-sourced income at the prevailing company tax rate.

Goods And Services Tax (Gst)

All entities that carry on an enterprise in Australia are required to register for the goods and services tax (GST) if their annual
turnover meets the registration turnover threshold of AUD 75,000 or AUD 150,000 for not-for-profit organisations. Once
registered, entities are required to charge 10% GST on all goods and services that they supply within Australia, unless the supplies
are specifically excluded, such as education, health, childcare services and certain types of food.

Registered entities are entitled to claim an ‘input tax credit’ equal to the amount of GST paid on purchases, provided that those
purchases were used for a ‘creditable purpose’ in carrying on their enterprise. This means that the cost of the GST is effectively
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borne solely by the end user. However, there are two exceptions to the general rule:

(1) GST-free supplies (zero rated supplies): These supplies are provided by enterprises to their customers free of GST, and the
enterprise is also allowed to claim input tax credits on its creditable business acquisitions. Examples include education and
health providers and certain types of food.

(2) Input taxed supplies: These supplies are provided by enterprises to their customers free of GST, but the enterprise is not
allowed to claim any input tax credits on its creditable business acquisitions, effectively treating the supplier as an end user.
Examples include financial services providers and residential accommodation supplies.

The GST collected from customers is remitted to the Federal Government on a quarterly or monthly basis, depending on the size
of the entity’s annual turnover.

There are new rules regarding the supply of goods and services by non-residents to Australian consumers which should be
considered particularly digital services such as software.

Fringe Benefits Tax (Fbt)

Fringe benefits tax is a federal tax that is payable by resident and non-resident employers (with sufficient connection with
Australia) on certain benefits that are provided to their employees. The tax is levied at a rate of 47% for the FBT year ending 31
March 2024 on the ‘grossed-up taxable value’ of each benefit that is provided to employees. FBT is separate from income tax.

In calculating the ‘grossed-up taxable value’ of a fringe benefit, the provider must first determine whether they are entitled to a
GST input tax credit on that benefit. If so entitled, the value of the benefit must be ‘grossed up’ using a rate of 2.0802. In all other
cases, the value of the benefit is grossed up using a rate of 1.8868.

The grossing up methodology effectively levies tax on the benefit at the rate of tax that an employee on the highest marginal tax
rate would pay on the cash salary required for them to pay for the benefit out of after tax salary and taking into account any GST
input tax credit the employer can claim on providing the benefit. Employees can make non-tax deductible contributions towards
the private use component of a benefit to reduce the taxable value, thereby reducing the FBT payable.

The FBT year runs from 1 April to 31 March. If the prior year’s FBT liability is AUD 3,000 or more, it is payable on a quarterly
basis on the same payments dates as quarterly company tax (see above). If the total FBT liability is less than AUD 3,000, an
annual payment is required. The annual FBT return is due for lodgement by 21 May of each year unless a tax agent lodges the
return electronically (in which case the due date for lodgement and payment is typically 25 June). Any FBT paid in Australia by an
employer is generally deductible for Australian income tax purposes.

Superannuation Contributions

Employers are required to make superannuation contributions on behalf of their employees at a rate of 11% (from 1 July 2023) of
the employee’s salary and wages. The rate will increase gradually until it reaches 12% on 1 July 2025. Contributions are required
on a quarterly basis.

If insufficient contributions are made, employers are liable for a Superannuation Guarantee Charge. The ‘charge’ includes

the shortfall in the contributions together with an interest component and an administration fee. Employers who have a
superannuation guarantee shortfall are required to lodge a Superannuation Guarantee Statement together with the ‘charge’ on
the 28th day of the second month following the end of the quarter.

Superannuation contributions made by employers for their employees are generally income tax deductible and subject to 15%
contributions tax payable by the superannuation fund. Where the employee’s aggregate taxable income and concessional
superannuation contributions exceed AUD 250,000 additional tax of 15% of the excess contributions is payable. Employees

can make superannuation contributions on a “salary sacrifice” basis which effectively means these contributions are also tax
deductible. There is a cap on the annual deductible aggregate superannuation contributions of AUD 27,500 for employees

of all ages applying from 1 July 2021. Where concessional contributions exceed the cap, the excess amount is included in the
individual’s assessable income and taxed at their marginal tax rate. From 1 July 2018, individuals with superannuation balances
of less than AUD 500,000 will have the ability to carry forward unused concessional contributions from up to the five previous
financial years and use the amounts to make additional concessional contributions during a particular financial year.

Other Taxes
Other Federal taxes include:
(1) Customs & Excise duties on certain imported items.

(2) The Petroleum Resource Rent Tax (PRRT) regime applies to onshore petroleum projects - including coal seam gas, tight gas
and shale oil projects - as well as the offshore North West Shelf project. The PRRT is payable on the taxable profit of a person
in relation to a petroleum project. If a person has an entitlement to assessable petroleum receipts from a production licence
they will have a petroleum project.

(3) Minerals resource rent tax: this tax was repealed effective September 2014.

(4) Excise on fuel, tobacco and alcohol.
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(5) Luxury Car Tax of 33% is payable on the value of certain vehicles that exceed the luxury car threshold of AUD 76,950 for the
2023/2024 year. Note, this threshold is increased to AUD 89,332 for fuel efficient vehicles.

(6) Wine Equalisation Tax is a tax of 29% of the wholesale value of wine imported into Australia or sold by wholesale.

Local Taxes
The States and Territories of Australia impose the following taxes:
(1) Stamp Duty: payable on specified transactions, including certain transfers of property.

(2) Payroll tax: payable by employers who have total payrolls exceeding specified thresholds which vary from State to State.
Payroll tax rates between each State and Territory varies from 4.75% - 6.85%.

(3) Land and property taxes.
(4) Workcare / workers compensation levies or premiums.
(5) Insurance Duty: payable on certain insurance premiums.

B. Determination Of Taxable Income

Taxable income equals assessable income less allowable deductions. Assessable income includes ordinary income under common
law and statutory income but does not include specifically exempt or non-assessable income. Generally, to be deductible, losses
and outgoings must relate to the gaining or producing of assessable income. Some items are specifically non-deductible, such

as penalties and fines. Capital expenses are generally non-deductible but may be deducted over time as a capital allowance or
included in the capital gains tax (CGT) cost base. Expenses incurred in producing exempt income are also non-deductible. It is
possible to claim a portion of expense items that have dual purposes. Special rules apply in respect of the categories listed below.

Capital Allowances

Plant, equipment and other depreciable items are generally written off over their effective life. There are alternative rules for
small business taxpayers with average turnover less than AUD 10 million. Taxpayers may self-determine the effective life of plant
to calculate the tax depreciation rate or instead may rely on tax rates published by the Commissioner of Taxation. Either the
straight-line or diminishing-value methods of depreciation can be used for each item of plant and is determined as follows:

(1) Straight-line method: 100% divided by the Asset’s effective life.
(2) Diminishing-value method: 200% divided by the Asset’s effective life.

Motor vehicles are subject to an indexed depreciation cost limit. The limit for the 2023/2024 financial year is AUD 68,108. A small
business can pool depreciable assets in a general small business pool to be written off at one rate. The deduction for an asset
acquired during an income year and allocated to the general small business pool is 15% of the taxable purpose proportion of its
adjustable value. The general small business pool is written off at 30% per income year thereafter.

There are numerous changes to capital allowance deductions which were introduced as part of the Australian Government’s
stimulus response to the impact of COVID-19. These are intended to be temporary measures, generally lasting until 30 June 2023.
For the majority of businesses, this should mean that an immediate write-off can be claimed for the cost of acquiring fixed assets.

Stock / Inventory

All trading stock on hand at the beginning of the year of income and all trading stock on hand at the end of that income year must
be taken into account in determining taxable income.

Each item of inventory must be valued at the end of each financial year at:

e Cost price valued at full absorption cost;

e Market selling value (the current selling value in the taxpayer’s trading market); or,
e Replacement cost.

The closing value adopted becomes the opening value at the beginning of the following income year. Acceptable valuation
methods include FIFO, average cost, standard costing and retail inventory method. Non-acceptable valuation methods include
LIFO and the base stock method. Certain small business taxpayers who have an annual turnover of less than AUD 10 million are
only required to make such valuations where the value of their stock changed by more than AUD 5,000.

Capital Gains And Losses

Net capital gains are generally included in the determination of assessable income. Capital losses cannot be deducted from
assessable income, and can only be offset against capital gains. Capital losses can be carried forward indefinitely to offset

against future capital gains. Net capital gains are determined by deducting the cost base of an asset from the proceeds received
on disposal of that asset. The purchase price of an asset purchased prior to 21 September 1999 can be adjusted for inflation
indexation to the quarter ending 30 September 1999. Indexation is not available for assets purchased after 21 September 1999. In
lieu of indexation, individuals and trustees may be eligible for a 50% reduction in their assessable capital gain if certain conditions
are met. Complying superannuation funds are eligible for a 33.33% discount. This reduction is not available for companies.

Small business taxpayers which meet the eligibility conditions may access the small business CGT concessions which contain CGT

PKF Worldwide Tax Guide 2024/25 57



exemptions and reduction concessions. These may allow the taxpayer to disregard or defer some or all of a capital gain arising
from an active asset utilised in a small business. Other exemptions from capital gains tax may also be available, such as the main
residence exemption, gains from foreign branches or small business exemptions for businesses that satisfy certain criteria. Foreign
residents are exempt from Australian CGT except on Australian real property; business assets used in an Australian permanent
establishment (PE); or equity interests in Australian or foreign companies or trusts with substantial interests in Australian real
property either directly or indirectly through interposed entities. Australian real property includes Australian land and mining,
qguarrying and prospecting rights over Australian land.

The 50% CGT discount for non-residents was removed on capital gains accrued after 8 May 2012 on Taxable Australian Property
such as real estate and mining assets. However, non-residents will still be entitled to the 50% discount on capital gains accrued

prior to this date (after offsetting any capital losses) provided they obtain a market valuation of assets as at 8 May 2012. Please
also note that non-residents are no longer entitled to the main residence exemption.

Australia has also recently introduced a 12.5% foreign resident capital gains withholding tax applicable on disposal of certain
taxable Australian property (e.g. real property with a disposal price of AUD 750,000 or greater). There are a number of
exemptions to this requirement and in other circumstances (e.g. the sale of shares) it is necessary to obtain clearance certificates
or vendor declarations to avoid the requirement to withhold this tax. Please note that this withholding tax can also apply to
indirect sales of Australian property (e.g. the sale of a non-resident company which owns shares in an Australian company).

Dividends

In general, dividends received by resident shareholders from resident companies are taxable but grossed up for any franking
credits attached. The franking credits are equivalent to the tax paid by the company on its profits out of which the dividend was
paid. However, resident shareholders are allowed a tax offset of tax equal to the amount of any franking credits on the dividend.
Dividends received from non-resident companies do not qualify for this tax offset, but shareholders in such companies may be
entitled to a foreign income tax offset for any withholding tax suffered (see foreign tax relief below). Alternatively, the dividend
may be tax-exempt if the recipient is an Australian company that has a 10% or greater interest in the foreign company.

Dividends paid by non-resident companies in certain foreign countries are also exempt to the extent that they represent profits
already taxed in Australia under Australia’s Controlled Foreign Corporation (CFC) rules. Dividends paid by resident companies to
non-resident shareholders are not subject to income tax but may be subject to withholding tax to the extent that the dividends
are not franked (i.e. have been paid out of Australian-taxed profits) or are not paid out as conduit foreign income (i.e. a flow-
through of non-taxable foreign income such as dividends from foreign subsidiaries). Payments of dividends are not generally tax
deductible.

Interest Deductions

Interest is generally deductible to the extent it relates to funds borrowed for income-producing purposes. Interest deductions may
be restricted by the thin capitalisation provisions. The thin capitalisation rules seek to deny deductions for interest payments if the
taxpayer’s debt exceeds 60% of the value of its assets. The interest attributable to this excess is denied deductibility. An exception
to this rule is where the taxpayer can satisfy an ‘arm’s length test’, which focuses on the taxpayer’s likely borrowings if it had acted
at arm’s length and what independent lenders would lend to the taxpayer on arm’s length terms. Taxpayers can also access a
‘worldwide gearing test’ which broadly allows a proportion of debt levels in Australia which matches that of the worldwide group.

The thin capitalisation provisions apply to foreign controlled Australian entities and the inward investments of foreign nationals
and Australian-based entities with foreign investments. A de minimis rule ensures that all corporate entities and their associates
(regardless of their nature or business) that claim no more than AUD 2 million for the financial year in debt deductions per income
year will not be subject to the thin capitalisation rules.

Please note that the thin capitalisation rules in Australia are likely to change from 1 July 2023 (albeit legislation has not yet been
enacted in this regard).

Managed Investments

There are complex rules relating to Managed Investment Trusts (MIT) that can reduce the withholding rates applicable to
payments made to foreign residents. These rules should be carefully considered if applicable as they are complex.

Losses

A tax loss is the excess of allowable deductions over assessable income (not including exempt income) and can be carried
forward indefinitely to offset against future taxable income. For companies and trusts the deductibility of losses is restricted by
a ‘continuity of ownership’ test (more than 50% of voting, dividend and capital rights). Alternatively, the loss is deductible if the
company passes a ‘same business’ or ‘similar business’ test.

A limited loss carry-back regime was also introduced as part of the Australian Government’s COVID-19 response. In some
circumstances, a company will be eligible to carry back losses incurred in the 2020, 2021, 2022 or 2023 income years against
profits arising in the 2019, 2020, 2021 or 2022 income years. There are strict eligibility criteria to be satisfied in order to claim this
benefit.
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Foreign Sourced Income

(i) Controlled Foreign Corporations (CFCs): Australia has a CFC regime which is designed to ensure certain types of passive and
associated party income of a CFC is included in the controlling Australian resident’s taxable income each financial year. In
general, a foreign company will be regarded as a CFC where:

— Five or fewer Australian residents hold an associate inclusive 50% interest in the foreign corporation or have de facto
control of the foreign entity;

— An Australian entity (and its associates) has 40% or greater control in the foreign corporation, unless they can prove that
their interest is not a controlling interest; or,

— Irrespective of the interests in a foreign company, a group of five or fewer Australian entities (either alone or together with
associates) has actual control of the company.

CFCs in seven listed countries (USA, UK, France, Germany, Japan, Canada and New Zealand) are largely exempted from the
CFCrules. There are several exemptions to the CFC rules including an active business exemption. The Government is currently
reviewing the CFC provisions with a view to simplifying the rules.

(ii) Most foreign branch profits and capital gains of a resident company are generally not taxed when the income or gain is
derived in carrying on a business through a permanent establishment in the following listed countries: UK, US, Canada, France,
Germany, Japan and New Zealand. Losses from branches in the countries listed above cannot be claimed. Foreign branches
of resident companies in other countries (unlisted countries) are generally not subject to tax on profits or gains where the
income is from an ‘active business’ and for capital gains where the company used the asset wholly or mainly in an active
business. Associated losses are also not deductible against the Australian source income of the entity.

Conduit Foreign Income

The conduit foreign income rules allow foreign income and certain foreign capital gains to flow through Australian companies and
other interposed entities to foreign residents without being taxed in Australia.

Anti-Hybrid Rules

Australia has recently introduced hybrid mismatch rules, applicable to income years commencing on or after 1 January 2019.
These rules are intended to prevent Australian taxable entities from being able to avoid income tax, or obtain a double non-
taxation benefit, by exploiting differences between the tax treatment of entities and instruments across different countries.

These rules are complex and far-reaching. As well as targeting actual hybrid mismatch arrangements (i.e. when there is a
difference in international tax treatment between instruments or entities that leads to effective double deductions or deductions
without income inclusion) the rules also apply to financing arrangements such as ordinary loans from foreign related parties
where the lender is taxed at 10% or less.

These rules do not contain a de minimis threshold nor a grandfathering exclusion. Importantly, they do not require a tax
avoidance motive to be applicable. There are, however, a number of carve-outs to consider.

The hybrid mismatch rules target payments which give rise to:

a) atax deduction in two or more countries (deduction/deduction (DD) outcome);

b) atax deduction in one country and no assessable income in any other country (deduction/non-inclusion (DNI) outcome);
c) interest payments made to foreign related parties where the lender is taxed at 10% or less (in some circumstances); or
d) certain distributions which give rise to a tax deduction in a foreign country.

These rules can apply where there is a direct Australian group member participant but also if there is no direct Australian
participant but the arrangement can be traced under the rules to the Australian entity.

The effect of the hybrid rules is to deny an Australian tax deduction or increasing Australian assessable income.

Incentives
Specific write-offs are provided for the mining and primary production industries.

Special taxation treatment is also afforded to investments in innovative Australian companies through a ‘venture capital tax
concession’.

The Research & Development (R&D) tax incentive provides a tax offset for eligible R & D activities targeting R&D activities that
benefit Australia. The two core components of the incentive include:

e Refundable tax offset for certain eligible entities whose aggregated turnover is less than AUD 20 million;

¢ A non- refundable tax offset for all other eligible entities.

Other

(i) Debt Forgiveness: Where a commercial debt is forgiven, special provisions operate in some circumstances to effectively tax the
borrower on the benefit received as a result of the forgiveness of the debt. The ‘net forgiven amount’ is not included directly
in the borrower’s assessable income but is applied against the borrower’s tax attributes in the following order:

(1) Reduction of revenue losses.
(2) Reduction of net capital losses.
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(3) Reduction of deductions for particular expenditure.
(4) Reduction of the cost base of certain assets.

(i) Debt/Equity Rules: The debt equity rules determine the nature of an instrument for taxation purposes. Broadly speaking, the
rules are based on the substance of the arrangement rather than its legal form. The rules determine whether a return on a
debt or equity interest in an entity may be frankable and non-deductible (like a dividend) or may be deductible to the entity
and not frankable (like interest).

(iii) Taxation of Foreign Exchange (forex) Gains or Loss: Special rules tax forex gains and allow tax deductions for forex losses. The
rules apply to transactions where there is a disposal of foreign currency or a disposal of a right to foreign currency, a ceasing of
a right or obligation to receive foreign currency, or a ceasing of a right or obligation to pay foreign currency. These provisions
will not apply where the taxpayer has made certain elections.

(iv) Taxation of Financial Arrangements (TOFA): Broadly, the TOFA regime defines what constitutes a financial arrangement and
provides a framework for calculating gains and losses on financial arrangements through default and elective tax timing
methods. In broad terms, it is directed to entities that have:

— Aggregated turnover of greater than AUD 100 million; or,
— Assets of greater than AUD 300 million

However, certain exceptions apply.

C. Foreign Tax Relief

Where foreign sourced income is included in a taxpayer’s assessable income, foreign income tax offsets are available at the lesser
of the foreign tax paid or the Australian tax payable. Any withholding tax paid on an assessable dividend from a foreign company
will generally be allowed as a foreign income tax offset.

D. Consolidated Corporate Groups

Wholly-owned groups of Australian companies and trusts in some circumstances can elect to have their income tax liability
calculated on a consolidated basis. This means that the entire group is treated, and taxed, as a single corporate taxpayer. Where
the parent of Australian subsidiary entities is a foreign entity, the consolidation regime allows for the Australian subsidiary entities
to be grouped under the consolidation regime where certain conditions are met.

E. Related Party Transactions

Non-arm’s-length international profit-shifting arrangements and other international transactions between related parties are
governed by transfer pricing rules which give the Commissioner of Taxation the power to calculate the income tax payable based
on arm’s length prices.

Documentation requirements and arm’s-length conditions aim to align Australian requirements with OECD Guidance material.
Contemporaneous documentation should be prepared prior to lodgement of the entity’s income tax return and records should be
made readily available to avoid failing to demonstrate a reasonably arguable position in the event of a transfer pricing adjustment.

The Australian Government has adopted a number of the recommendations of the OECD/G20 Base Erosion and Profit Shifting
(BEPS) Action Plan. Australia has agreed to facilitate the exchange of Country-by-Country (CbC) reports between tax authorities in
different jurisdictions to better assess transfer pricing risks. The measure takes effect from income years commencing on, or after,
1 January 2016. It requires multinational entities with an annual global income of AUD 1 billion or more to provide the ATO with
reporting statements within 12 months after the end of their income tax year.

It is also necessary for all Australian entities who are part of a consolidated accounting group where revenue exceeds AUD 1
billion to annually lodge a Master File and Local File with the ATO. These entities must also to lodge a Country-by-Country report
or notify the ATO if a group entity has lodged this overseas.

F. Withholding Taxes

Withholding tax must be deducted from interest, royalties and dividends (to the extent they are not franked) paid to non-
residents. Liability for the remittance of withholding taxes rests with the payer of such amounts. Withholding tax is collected
through the PAYG system and is determined according to the payer’s PAYG withholding status. The payer is also required to lodge
an annual report with the Commissioner of Taxation where such amounts have been withheld during the financial year. The
relevant withholding tax rates are:

Type of income E]

1. Dividends — franked 0%
2. Dividends — unfranked1 0 - 15% (treaty countries); 30% (non-treaty countries)
3. Interest 10% (NIL for financial institutions under certain treaties)
4. Royalties 5% - 15% (treaty countries); 30% (non-treaty countries)
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Note:

1. Australia does not impose withholding tax on dividends to the extent they are franked. To the extent dividends are unfranked,
i.e. when paid out of profits of a company that have not borne Australian tax, the rate can be as low as 0% or 5%, if the
beneficial owner of the dividends is a company that holds at least 80% or 10%, respectively, of the voting power in the payer.
In other cases, the rate is generally 15% increasing to 30% for shareholders in non-treaty countries.

G. Exchange Control

Where more than AUD 10,000 of Australian currency is physically taken out of Australia, the departing individual must report this
to an Australian Customs Officer, or to the Australian Transaction Reports and Analysis Centre, (AUSTRAC). Equivalent amounts of
foreign currency that are brought into Australia must also be reported.

H. Personal Tax

Income tax is payable by Australian resident individuals on non-exempt income derived from worldwide sources. Non-resident
individuals are only required to pay tax on Australian-sourced income. Residency is generally determined by reference to common
law principles of residence. However, an individual can also be deemed an Australian resident if the individual’s domicile is in
Australia (unless they have a permanent place of abode outside Australia) or where the individual has spent more than one half
of the relevant year of income in Australia (unless their usual place of abode is outside Australia and they do not intend to take up
residence in Australia).

Individuals that become residents for a short time may be eligible for the temporary resident tax exemptions on their foreign
income and capital gains. If they are holders of a temporary resident visa (generally for up to four years but may be longer),
they will not be taxed on foreign-sourced income unless the income relates to employment or services rendered while they are
a resident of Australia. In addition, temporary residents are not taxed on capital gains except for gains on ‘Taxable Australian
Property’ (see capital gains section above). Income tax is payable on taxable income, which is the ‘excess’ of assessable income
less allowable deductions.

Assessable income includes business income, employment income, capital gains on certain assets, dividends, rent and interest.
Allowable deductions include outgoings incurred in gaining or producing assessable income such as interest expenses and
statutory deductions such as tax-deductible gifts to specified charitable entities.

Most individual taxpayers that are employees will generally have Pay-As-You-Go (PAYG) tax instalments withheld from their salary
or wage payments by their employers. Most individuals who are either self-employed or who earn non-salary income are required
to make interim payments of tax during the financial year. The amount of these instalments is calculated using the same method
outlined in section ‘A’ above for companies. Individuals with a most recent notional tax assessment of less than AUD 8,000 can
elect to make an annual payment, otherwise interim payments are generally required either 21 days after the payment period (or
28 days if they are deferred business activity statement (BAS) payers).

A 2% levy, called the Medicare Levy, is payable by resident individual taxpayers. This levy covers basic hospital and medical
expenses for all Australian residents and is assessed on the taxable income of resident individual taxpayers with no maximum
ceiling on the amount payable. Low-income taxpayers may be eligible for an exemption or reduced levy.

Temporary residents will generally be eligible to obtain a Medicare levy exemption. Higher income individuals without private
health insurance are subject to an additional Medicare Levy Surcharge of between 1% and 1.5%.

A rebate is available to resident taxpayers for the cost of private health insurance. The rebate is subject to an income test and
differs depending on the age of the taxpayer. A low income tax offset is available, dependent on income levies. Various other tax
offsets are also available to resident individual taxpayers such as medical expenses rebate, zone offsets and superannuation offset.
The tax rates for Australian individual residents and non-residents in the 2023/2024 financial year are outlined as follows:

Resident Individuals - rates 2023/2024

Taxable Income Taxable Income Not Tax On Rate On
Exceeding Exceeding Lower Amount Excess
AUD AUD %

0 18,200 0 0.0
18,201 45,000 0 19.0
45,001 120,000 5,092 32.5
120,001 180,000 29,467 37.0
180,001 — 51,667 45.0

Note, these rates exclude 2% Medicare Levy and Medicare Levy Surcharge.
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Non-resident Individuals - rates 2023/2024

Taxable Income Taxable Income Not Tax On Rate On
Exceeding Exceeding Lower Amount Excess
AUD AUD AUD %
0 120,000 0 325
120,001 180,000 39,000 37.0
180,001 = 61,200 45.0
I. Treaty And Non-Treaty Withholding Tax Rates
Dividends* Interest? Royalties®
(%) (%) (%)
Resident corporations or individuals: 0 0 0
Non-resident corporations or individuals of non-treaty 30 10 30
countries:
Treaty countries:
Argentina 10/15 12 10/15
Austria 15 10 10
Belgium 15 10 10
Canada 5/15 10 10
Chile 5/15 5/15 5/15
China 15 10 10
Czech Republic 5/15 10 10
Denmark 15 10 10
East Timor 15 10 10
Fiji 20 10 15
Finland 0/5/15 10 5
France 0/5/15 0/10 5
Germany 15 10 10
Greece 30 10 30
Hungary 15 10 10
India 15 15 10/15/20
Indonesia 15 10 10/15
Ireland 15 10 10
Italy 15 10 10
Japan 0/5/10 0/10 5
Kiribati 20 10 15
Korea 15 15 15
Malaysia 0/15 15 15
Malta 15 15 10
Mexico 0/15 0/10/15 10
Netherlands 15 10 10
New Zealand 0/5/15 0/10 10
Norway 0/5/15 0/10 5
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Dividends* Interest? Royalties®

(%) (%) (%)
Papua New Guinea 15/20 10 10
Philippines 15/25 0/10/15 15/25
Poland 15 10 10
Romania 5/15 10 10
Russia 5/15 10 10
Singapore 15 10 10
Slovak Republic 15 10 10
South Africa 5/15 0/10 5
Spain 15 10 10
Sri Lanka 15 10 10
Sweden 15 0/10 10
Switzerland 0/5/15 0/10 5
Taiwan 10/15 10 12.50
Thailand 15/20 10/25 15
Turkiye 15 10 10
United Kingdom 0/5/15 0/10 5
United States 0/5//15 10/15 5
Vietnam 10/15 10 10

NOTES:

1. Franked dividends paid by Australian resident companies to non-residents are exempt from dividend withholding tax. To the
extent dividends are unfranked, i.e. when paid out of profits of a company that have not borne Australian tax, the rate can be
as low as 0% or 5%, if the beneficial owner of the dividends is a company that holds at least 80% or 10%, respectively, of the
voting power in the payer. In other cases, the rate is generally 15% increasing to 30% for shareholders in non-treaty countries

2. Non-resident interest withholding tax in Australia is limited to 10% under Australian tax law.

3. Withholding tax of 30% is generally imposed on the gross amount of royalties paid from Australia to non-residents. A reduced

rate is applicable to residents of treaty countries as listed above.

The various rates may change according to categories and circumstances. Taxpayers should consult the applicable DTAs to

ascertain the applicable rate.
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Austria

Member Firm

City Name Contact Information

Graz Clemens Corti +43 316 82 60 82
clemens.corti@pkf.at

Salzburg Stephan RoBlhuber +43 662 84 22 90
Stephan.roesslhuber@pkf.at

+43 15128780

Vienna Thomas AuBerlechner
Thomas.ausserlechner@pkf.at

Basic Facts

Full name: Republic of Austria
Capital: Vienna
Main languages: German
Population: 9.16 million (2024 estimate)
Monetary unit: Euro (EUR)
Internet domain: .at
Int. dialling code: +43

Key Tax Points

e The corporate income tax rate for public and private limited companies and certain other entities, such as cooperative
purchasing societies and mutual insurance companies, was 25% until the end of 2022. Further to the reduction of the
corporate income tax rate in two stages to 23% by 2024, a transitional tax rate of 24% applied for 2023.

e Resident companies are subject to tax on their worldwide income. Non-resident companies are taxed on income attributable
to an Austrian permanent establishment and certain other Austrian-sourced income.

e There is no specific capital gains tax for limited companies. Capital gains and losses are generally treated as ordinary business
income (or loss) and are taxed at regular corporate income tax rates.

e The group taxation regime allows for offsetting losses against group profits. In certain cases, losses incurred by non-Austrian
resident members of the group may be utilised.

e VAT is generally imposed on the delivery of goods and the supply of services within Austria by entrepreneurs within the scope
of their business and on imports into Austrian customs territory.

e Austria imposes a 27,5% withholding tax on dividends, unless double taxation treaties provide otherwise. Withholding tax is
also levied on royalties at 20% and interest from banks and financial instruments at 25%.

e Austrian resident individuals are subject to unlimited tax liability on their worldwide income, including income from trade or
business, professional services, employment, property and investments.

¢ Non-resident individuals are only taxed on Austrian-sourced income. An individual is generally treated as resident in Austria if
he or she is domiciled or establishes a habitual place of abode in Austria (including a six-month stay in Austria).

A. Taxes Payable

Company Tax

Public and private limited companies and certain other entities, such as cooperative purchasing societies and mutual insurance
companies, are subject to corporate income tax at 24% in 2023, which is reduced to 23% in 2024. Limited companies incurring

a tax loss or earning small profits must pay a minimum tax of EUR 500, EUR 3,500 or EUR 5,452 depending on the legal status of
the company and the industry. Non-resident companies are not subject to a minimum tax. Minimum tax may be credited against
corporate tax payable in subsequent years. The required share capital for limited liability companies has been reduced to EUR
10,000.

Resident companies are subject to tax on their worldwide income. Non-resident companies are taxed on income attributable to
an Austrian permanent establishment, immovable property located in Austria, deposits with Austrian banks, income from silent
partnerships in Austria, income from leasing or renting certain property in Austria and income from commercial or industrial
consulting or providing labour for domestic use. Companies are deemed to be resident if they are incorporated in Austria (i.e. the
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registered office is in Austria) or have their place of effective management in Austria. The fiscal year usually runs from 1 January
to 31 December, although a company can choose a different fiscal year under certain circumstances. Corporate income tax is
assessed on an annual basis. However, quarterly advance payments have to be made.

Capital Gains Tax

There is no specific capital gains tax for limited companies in Austria. Capital gains and losses are generally treated as ordinary
business income (or loss) and are taxed at standard corporate income tax rates. Special rules apply to capital gains and losses on
property sold by legal entities other than limited companies. The sale of a property by individuals and non-corporate businesses
is subject to income tax at a reduced rate of 30% regardless of the holding period. Special rules apply to the calculation of the tax
basis for long holding periods and property purchased before 2002. Deductions are quite restricted.

Exemptions apply to privately owned, main residencies. Another exemption from capital gains taxation applies to real estate
newly built at the seller’s own risk unless rented out during the last 10 years before sale. Capital gains from financial instruments
held by private persons are taxed at a reduced rate of 25% or 27.5% regardless of the holding period. Some capital gains are also
taxed with the regular income tax rate (e.g. income from personal loans).

Regulations on the taxation of cryptocurrencies have come into force from 1 March 2022. They constitute income from capital
assets. Income from cryptocurrencies includes both current income and income from realised increases in value, irrespective of
the fulfilment of a holding period. Income from cryptocurrencies (both current and capital gains) is subject to a specific tax rate of
27.5% and does not result in a progressive increase of the standard tax rate for other income. This applies regardless of whether
the tax is withheld or assessed as part of the tax return. For capital gains accruing after 31 December 2023, domestic debtors

and service providers are obliged to deduct capital gains tax from the capital gains realised. Until that date, the deduction can be
made voluntarily. In these cases, the capital gains tax is withheld and remitted to the tax office. The investor then no longer has to
declare these capital gains in his tax return, as the income tax is settled as a result of the withholding of the capital gains tax.

Branch Profits Tax

There is no branch profits tax in Austria. Austrian branches of foreign companies are subject to Austrian (corporate) income tax on
Austrian-sourced income only.

Sales Tax / Value Added Tax (Vat)

VAT is generally imposed on the delivery of goods and supply of services within Austria by entrepreneurs within the scope of their
business and on imports into Austrian customs territory.

The standard VAT rate is 20%. A reduced rate of 10% or 13% applies for example to food or hotel stays. Some transactions such as
exports and intra-community sales B2B are zero-rated. A number of transactions are exempt from VAT, e.g. sale of financial assets,
insurance premiums. VAT is generally assessed on a calendar year basis. Monthly or quarterly preliminary returns have to be filed.

The supply of goods and services by taxable persons subject to the special scheme for small businesses is exempt (the normal VAT
scheme may be opted for). To qualify for the scheme, the taxable person’s annual turnover may not exceed EUR 35,000.

In addition, a new flat rate for income tax will be introduced for sales under EUR 35,000.

Fringe Benefits Tax (Fbt)

Fringe benefits are subject to salary tax according to the value of the benefit in kind. The fringe benefits are taxed at the level of
the employee. These include e.g. the private use of a company vehicle, free meals or interest-free loans. Interest in e-mobility
programmes has increased significantly over the past few years. The provision of employer-owned electric cars or bicycles to
employees in exchange for a reduction in pay offers a number of tax advantages, in particular for employees. The provision of a
company-owned electric bicycle or electric car for private use does not result in a taxable fringe benefit.

Local Taxes

A municipal tax of 3% is levied on the gross payroll of enterprises. In addition, municipalities levy land and property taxes.

Other Taxes

Austria imposes several other taxes such as:

e Areal estate transfer tax of 0.5% to 3.5% of the real estate value or, alternatively, based upon a deemed tax value for some
transactions (which is usually not less than the market value).

e Insurance tax on insurance premiums, ranging from 1% to 11%.

e Social security is payable both by employers and employees with a capped basis of EUR 84,840 per annum or EUR 7,070 per
month (14 salary payments) for 2024. The employee rate ranges from 14% to 18% depending on the employee’s status, age
and type of income. The employer rate ranges roughly from 18% to 22%. Apart from social security contributions, employers
have to pay up to 7.32% salary-related charges on top of gross salary. The total staff costs amount to approximately 130% of
gross salary.

e Stamp duties are due on certain transactions and documents.

e Austria does not levy any tax on inheritance or gifts. No tax is imposed on gratuitous transfers (except for land transfer tax) but
mandatory reporting on such transfers exceeding certain limits has been implemented.
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B. Determination Of Taxable Income

Taxable income is calculated as balance between taxable income and allowed deductions. Generally, to be deductible, losses and
expenses must have been incurred to generate taxable income. Restrictions on deductions apply to capital gains from the sale of
properties and financial instruments. From 2014 management compensation exceeding EUR 500,000 per annum is disallowed
as deduction for the employer’s corporate income tax. Another restriction applies to long-term (exceeding one year) provisions
where the deductible amount is calculated as the net present value at a discount rate of 3.5% per annum.

Taxable income is based on the profit or loss shown in the financial statements prepared according to Austrian GAAP (called
UGB). The accounting profit/loss is then adjusted for special tax rules according to the Income Tax Act. Non-deductible taxes (e.g.
corporate tax) and non-deductible expenses (such as donations above a specific amount and 50% of representation expenses) are
added. On the other hand, certain allowances and non-taxable income (dividends and losses carried forward) may be deducted.
Under certain circumstances Austria also allows to deduct foreign losses incurred in permanent establishments or in subsidiaries
under the group taxation regime.

Capital Allowances

There are some special capital allowances in Austria that are particularly applicable to small and medium-sized enterprises.

Depreciation

Assets subject to wear and tear have to be depreciated using the straight-line method. For new investments made after 30 June
2020 a degressive depreciation scheme has been implemented, which was valid until the end of the year 2022. For acquisitions
and productions as of 1 January 2023, a degressive depreciation can only be applied in accordance with local GAAP. If an

asset costs less than EUR 1,000 it can be written off immediately in the acquisition period. The Income Tax Act stipulates fixed
depreciation rates for buildings, ranging between 1.5% and 2.5% (depending on the use and type of building). During the first

2 years an accelerated depreciation rate can be applied. For company cars, the Income Tax Act stipulates a fixed useful life of
eight years for both acquisition and leasing. The costs of goodwill must be depreciated over fifteen years. The allocation key of
the acquisition costs of a developed property between land and building has partially changed from 20/80 to 40/60 (disputable
assumption, guilty in case of lending property). Other assets are depreciated over their useful life.

Stock / Inventory

Stock is valued at the lower of cost or market value. Where inventory is valued according to the cost price, the FIFO method is
generally accepted. Fungible goods may also be valued by using the weighted average cost method.

Capital Gains And Losses

Under certain circumstances, roll-over of capital gains is allowed for individuals, trusts or partnerships but not for limited
companies. If fixed assets are sold, gains resulting from disposal may be deducted from the cost of investments made in the
same period or may be allocated to a tax-free reserve to be used against investments within the following 12 or 24 months. Any
amounts not used within this period are subject to tax.

Several restrictions apply to the roll-over of capital gains (e.g. not applicable for limited companies). For corporate businesses
there is no difference in the tax treatment of capital losses versus trading losses. For international participations, one can choose
between tax-free treatment (capital gains and losses, depreciation is treated as neutral for tax-assessment) or taxable treatment.
The declared option is irrevocably binding for the future. For privately held financial instruments the bank collects a withholding
tax of 25% to 27.5% on capital gains.

Dividends

There is a final withholding tax of 25% on domestic dividends (27.5% if the participation is held by a private person). Withholding
tax does not apply to dividends received by:

e An Austrian company holding an interest of at least 10% in the distributing company;

e A foreign resident company holding an interest of at least 10% in the distributing company for a minimum period of one year.

Where withholding tax is incurred on dividends paid between Austrian resident companies, this is creditable against the
recipient’s corporate income tax liability. In accordance with double taxation treaties withholding tax on dividends may be
reduced at source or through a refund procedure.

Interest Deductions

Interest is deductible on an accrual basis. Austria applies the EU general thin-capitalisation regime. An important exception for the
deductibility was introduced on 1 March 2014 whereby interest payable on intra-group loans is only allowed for deduction if the
lender is subject to a 10% income tax on the interest earned in his domicile. In other words, there is no deduction for interest paid
to intra-group financial holdings in tax havens. The same restriction applies to royalties.

Starting from 1 January 2021 the amount of the netted interest cost that exceeds 30% of taxable EBITDA is not deductible. A
special definition for interest cost was implemented. An exemption limit was set at EUR 3 million. In case of a higher equity ratio
compared to the equity ratio of the group’s consolidated financial statements there is no limitation on deductibility. Upon specific
request the non-deductible part may be carried forward to the subsequent financial years. In addition, a residual EBITDA part that
has not been deducted by way of interest can also be carried forward upon specific request for a maximum period of 5 years.
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Interest income from bank deposits and securities is subject to a withholding tax of 25%. The withholding tax on interest is a
final tax (income, donation, inheritance) for individuals. Interest income earned by a company is part of its business income and
therefore subject to 23% corporate income tax. For such companies, the withholding tax will be offset against corporate income
tax due.

Controlled Foreign Corporation (Cfc) Rules

In accordance with the requirements of the EU Anti-Tax Avoidance Directive (ATAD), passive income (in particular interest,
royalties and dividends) of affiliated companies (more than 50% shareholding) taxed at low rates abroad (below 12.5% effective
tax rate) can, as of 2019, be taxed in Austria. This is intended to eliminate the incentive to shift passive sources of income to
countries with low tax rates.

Mandatory Cross-Border Notifications (Eu Mandatory Reporting Law)

The year 2020 will see Austria introduce a new law that makes it mandatory to report tax-saving cross-border arrangements to
the tax authorities. Failure to report — regardless of whether the underlying arrangement is classified as lawful or unlawful — can
result in a fine of up to EUR 50,000.

The basis for the new law is the EU Mutual Assistance Directive 2018/822.

Both “marketable” and “bespoke” arrangements must be reported. Notification must be made in advance, and arrangements
between 25 June 2018 and 30 June 2020 will have to be reported retroactively.

Losses

Losses incurred by companies may be set off against trading income and capital gains of the same accounting period. Excess
losses may be carried forward indefinitely, but cannot be carried back in principle.

However, in order to mitigate the financial constraints resulting from COVID-19 a temporary loss carry back regime had been
introduced for 2019 and 2020, but is no longer applicable.

Losses carried forward may only be set off against the current income, i.e. a minimum of 25% of the income is subject to
corporate income tax, regardless of losses carried forward. The excess loss may be credited against profits in consecutive years.

Losses incurred by individuals can be carried forward indefinitely if they stem from business sources; losses from other sources,
e.g. rental income or capital assets on the other hand cannot be carried forward by individuals. Losses by individuals that

incur from business investments without active participation in management, are limited to the contribution paid. Any further
losses can only be offset against future profits from the same income. The 25% minimum taxable income does neither apply to
individuals.

Foreign-Sourced Income

A resident company is subject to corporate income tax on its worldwide income. Income from foreign sources is taxable in Austria
according to double taxation treaty rules. Austria does not apply specific controlled foreign company (CFC) legislation. However,
to avoid tax abuse, dividends from international participations located in tax havens may be taxed in Austria if certain anti-abuse
criteria are met.

Investment Allowance / Incentives

Under certain circumstances, the taxation of realised capital gains can be avoided or deferred by transferring the amount to an
untaxed roll-over reserve. There are special allowances and/or tax incentives for apprenticeships and research and development
(up to 14% allowance).

From 2022 the further allowance for individuals and partnerships was increased from 13% to 15% of annual profits to be exempt
from tax provided the allowance amount (other than the first EUR 30,000 of profit) is invested in certain tangible assets or
specific securities with a holding period of at least four years. The allowance is reduced to 7% for that proportion of annual profits
between EUR 175,000 and EUR 350,000 and to 4.5% for that proportion of annual profits between EUR 350,000 and EUR 580,000.
No allowance is available for annual profits that exceed EUR 580,000.

From 2023, an additional investment allowance can be claimed as a business expense for the acquisition or production of
depreciable fixed assets. The allowance amounts to 10% of the acquisition or production costs. In order to promote climate-
friendly investments, the investment allowance is increased to 15% for the acquisition or production of depreciable assets that
can be assigned to ecological investments. This does not affect the depreciation. The investment allowance can be claimed for a
maximum of acquisition and production costs of EUR 1 million in a business year.

Trusts (Private Foundation)

An Austrian Trust is a legal entity in civil law in which a donor transfers assets in order to achieve the objects of the trust. Quite
often, the purpose of a trust is part of estate planning to care for family members (‘family trust’). Trusts enjoy some minor tax
advantages as certain forms of income (e.g. certain capital gains, dividends, interest) are not subject to corporate income tax at
the trust level. The transfers to private trusts are subject to a fixed rate of 2.5% donation tax.

Where real estate is transferred, transfer tax (from 0.5% to 3.5% of the real estate value) and donation tax must be paid. Transfers
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by the trust to its beneficiaries (natural persons) are subject to withholding tax. Trusts (Private Foundations) are subject to special
tax regimes that vary from company taxation in quite a number of significant aspects.

C. Foreign Tax Relief

Austria has concluded a number of double taxation treaties with other countries. Generally, an Austrian resident is subject to
taxation in Austria. The double taxation treaties may either exempt foreign-sourced income or grant a credit against Austrian tax
for foreign taxes paid on the same income or gain in the same fiscal period.

D. Corporate Groups

There is a special regime for the taxation of corporate groups where profits and losses can be set off within the group. The parent
(or head of the national group) must be a resident corporation or permanent establishment of an EU-corporation. Basically,

the parent must hold more than 50% of the shares and voting rights in any member of the group directly or indirectly and the
group status must be kept for a minimum period of three years. Losses from non-resident group members (restrictions apply to
members in tax havens and countries where Austria has not concluded a treaty with a comprehensive administrative assistance
clause) reduce the Austrian tax basis (subsequent taxation of these losses applies if the foreign group member can realise losses
carried forward in the future). If a member leaves the group for whatever reason before expiration of the minimum period, tax
will be assessed as if it had never been a group member.

Losses arising in relation to a member’s investment in another member of the corporate group are generally not deductible (for
example, a realised loss on disposal of a subsidiary or impairment loss). The group taxation provides a considerably attractive
tax instrument for corporate groups in Austria. However, thorough long-term tax planning is key to efficient utilisation of these
provisions.

E. Related Party Transactions

The arm’s-length principle applies. In this context, the ‘substance-over-form’ principle, which is a general principle of Austrian
income tax, has to be strictly observed. This implies that a transaction must be assessed according to its economic effect and not
according to the legal form it takes. The tax administration introduced guidelines for transfer pricing basically relying on the OECD
Transfer Pricing Guidelines. Particular restrictions apply to deductibility of intra-group interest and royalty payments to related
parties in low tax jurisdictions.

F. Withholding Tax

Austria imposes a withholding tax of 23% (for companies) or 27.5% (for private persons) on dividends, subject to the application
of a double tax treaty. A withholding tax exemption applies if the recipient is resident company in another EU member state, holds
at least 10% of the share capital and has done so continuously for one year prior to the dividend payment. Otherwise, the amount
withheld can be credited by the recipient company against its own tax liability. For international participations, the EU Parent-
Subsidiary Directive applies.

If the tax authorities suspect cases of tax avoidance or abuse, the withholding tax exemption can only be claimed through a
refund procedure. In principle, Austria levies a 25% withholding tax not only on dividends but also on certain interest payments
and capital income derived from securities. Corporate investors may achieve a tax exemption if certain conditions are met, even
for portfolio dividends.

Austria imposes a withholding tax regime also on royalties and income from artists, musicians, actors, sportspersons and the like.
The tax rate is usually 20% of the gross receipts. Regarding royalties, however, the rate is reduced to zero by many of Austria’s
double tax treaties.

G. Exchange Control

Most exchange controls have been abolished in recent years. There are hardly any restrictions on the transfer of capital and
currency transactions. However, there are reporting requirements for capital outflows from accounts of individuals exceeding an
amount of EUR 50,000 (national or international). In addition, all accounts of individuals are kept in a register. The tax authorities
may be allowed to get information from this register. Furthermore, even access to the content of accounts is possible under
certain circumstances.

H. Personal Tax

Austrian resident individuals are subject to unlimited tax liability on their worldwide income. Non-resident individuals are only
required to pay tax on Austrian-sourced income. Taxable income consists of the following seven sources:

(1) Agriculture and forestry;

(2) Independent (professional) services (including scientific, artistic, literary, educational, or other professional services);
(3) Trade or business, including gains on the sale of a business or partnership share;

(

4) Employment, e.g. wages and salaries, social security pensions;
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(5) Capital assets (dividends, interest and capital gains from financial instruments);
(6) Rentals and royalties;

(7) Annuities and other income of a recurring nature, capital gains from property, speculative gains, and income from certain non-
recurring services.

The current average tax rates are as follows:

Taxable Income (EUR) Marginal Tax Rate %

0-12,816 0
12,817 - 20,818 20
20,819 -34,513 30
34,514 -66,612 40!
66,613 — 99,266 48

99,267 - 1,000,000 50
Over 1,000,000 557

Notes:
1. The tax rate of 42% was reduced to 40% as of 1 July 2023.
2. Theincome tax rate of 55% is limited to the years 2016 to 2025.

In the past, the Austrian Income Tax Act was based exclusively on the so-called nominal value principle, so that only the nominal,
but not the actual monetary value is decisive for income taxation purposes. In the case of price increases, however, a nominal
increase in income does not correspond to the real increase in income. With the changes now planned, the progressive rates

will be adjusted annually to the rate of inflation with effect from 2023. The Income Tax Act is to be extended by a final regulation
describing which elements within the tax scale are covered by the inflation adjustment. These are for example the stated marginal
amounts that are decisive for the application of the tax rates for parts of income up to EUR 1 million.

The tax payable is reduced by certain tax credits, depending on marital status, number of children and other personal
circumstances. Special regulations and rates apply for non-residents. Approximately 1/7 of an employee’s salary is paid as extra
payments, e.g. 13th and 14th salary (which are mandatory pays in most industries) per year is taxed at a fixed rate of 6%. For
higher income the reduced rate on extra payments is not applicable anymore or limited. The favourable taxation rates are as
follows:

Extra payments p.a. (EUR) Tax Rate (%)
0-620 0
621 - 25,000 6
25,001 - 50,000 27
50,001 - 83,333 35.75

I. Treaty And Non-Treaty Withholding Tax Rates

Interest paid to non-residents is generally not subject to withholding tax.

Dividends®? Royalties

(%) (%)
Domestic rates (companies) 0/24/27.5 0/20
Treaty countries:
Albania 5/15 5
Algeria 5/15 10
Armenia 5/15 5
Australia 15 10
Azerbaijan 5/10/15 5/10
Bahrain 0 0
Barbados 5/15 0
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Dividends' 2 Royalties

(%) (%)
Belarus 5/15 5
Belgium 15 0/10
Belize 5/15 0
Bosnia and Herzegovina 5/10 5
Brazil 15 0
Bulgaria 0/5 5
Canada 5/15 10
Chile 15 5/10
China 7/10 6/10
Croatia 0/15 0
Cuba 5/15 0/5
Cyprus 10 0
Czech Republic 0/10 5
Denmark 0/15 0
Egypt 10 0/20
Estonia 5/15 5/10
Finland 0/10 5
France 0/15 0
Georgia 0/10 0
Germany 5/15 0
Greece 5/15 7
Hong Kong 0/10 3
Hungary 10 0
Iceland 5/15 5
India 10 10
Indonesia 10/15 10
Iran 5/10 5
Ireland 10 0/10
Israel 0/10/15 0
Italy 15 0/10
Japan 0/10 10
Kazakhstan 5/15 10
Korea 5/15 2/10
Kosovo 0/15 0
Kuwait 0 10
Kyrgyzstan 5/15 10
Latvia 5/10 5/10
Liechtenstein 0/15 5/10
Lithuania 5/15 5/10
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Dividends' 2 Royalties

(%) (%)
Luxembourg 5/15 0/10*?
Malaysia 5/10 10/15
Malta 15 0/10
Mexico 5/10 10
Moldova 5/15 5
Mongolia 5/10 5/10
Montenegro 5/10 5/10
Morocco 5/10 10
Nepal 5/10/15 15
Netherlands 5/15 0/10
New Zealand 15 10
North Macedonia 0/15 0
Norway 0/15 0
Pakistan 10/15 10
Philippines 10/25 15
Poland 5/15 5
Portugal 15 5/10
Qatar 0 5
Romania 0/5 3
Russia 5/15 0
San Marino 0/15 0
Saudi Arabia 5 10
Serbia 5/15 5/10
Singapore 0/10 5
Slovakia 10 5
Slovenia 5/15 5
South Africa 5/15 0
Spain 10/15 5
Sweden 5/10 0/10
Switzerland 0/15 0
Syria 5/10 12
Taiwan 10 10
Tajikistan 5/10 8
Thailand 10/25 15
Tunisia 10/20 10/15
Turkiye 5/15 0/10
Turkmenistan 0/15 10
Ukraine 5/10 5
United Arab Emirates 0 0
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Dividends' 2 Royalties

(%) (%)
United Kingdom 0/10/15 0
United States 5/15 0/10
Uzbekistan 5/15 5
Venezuela 5/15 5
Vietnam 5/10/15 7.5/10
Notes:

1. Afinal withholding tax is imposed on dividends and other corporate distributions paid to non-resident companies. The rate is
generally 27.5%. However, the withholding tax can be reduced to 23% (25% before 2023) if the receiving entity is a corporation
within the meaning of section 1 of the KStG (section 93 of the EStG). For reduced rates under a tax treaty, see the above table
under chapter I.

Under the domestic law implementing the provisions of the Parent-Subsidiary Directive (2011/96) in Austria, dividend
distributions by resident subsidiaries to non-resident EU parent companies are exempt from any withholding tax under the
following conditions (section 94 of the EStG):

— the parent company has a form listed in the Directive;

— the parent company owns directly or indirectly at least 10% of the capital in the subsidiary; and

— the shareholding has been held continuously for at least 1 year.

However, tax at source must be withheld provisionally if the dividends are distributed within the holding period of 1 year. A
refund may be granted as soon as the holding period has expired.

2. Inthe case of relations between EU Member States, dividend payments from subsidiaries to parent companies may be exempt
if the conditions of the Parent Subsidiary Directive 2011/96/EU are met.
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Azerbaijan

City Name Contact Information
Baku Turan Talibova +994 552545599

t.talibova@grow.az

Basic Facts
Full name: Azerbaijan Republic
Capital: Baku

Main languages: Azeri

Population: 10.45 million (2024 estimate)
Monetary unit: 1 Azerbaijani New Manat (AZN) = 59 Cents
Internet domain: .az
Int. dialling code: +994

Key Tax Points

e Azerbaijan has three separate tax regimes:

— Production Sharing Agreements (PSA) — applicable to oil and gas and mining companies operating under the PSAs;

— Host Government Agreements (HGAs) — applicable to the companies operating under Baku Thilisi Ceyhan (Main Export)
Pipeline and the South Caucasus Pipeline;

— Statutory regime — applicable to companies operating beyond the scope of PSAs and HGAs. The Following taxes are
applicable to companies operating under the statutory regime: Corporate Profits Tax, Value Added Tax (VAT), Personal
Income Tax (PIT), Simplified Tax, Property Tax, Land Tax, Road Tax, Mining Tax and Excise Tax.

e Tax categories under the Tax code of Azerbaijan include the following:

— State taxes;

— Taxes levied by the Nakhchivan Autonomous Republic and;

— Local or municipal taxes.

e The tax year in Azerbaijan is the same as the calendar year.

e Individuals are considered resident for tax purposes if they have spent 183 days or more in Azerbaijan per calendar year;
e All bank payments between local taxpayers must be executed in AZN;

e Taxable profits include trading profit, capital gains, income from financial activities and other income.

Residents, including those entities with foreign investment, are taxable on profit generated worldwide: all income of the

taxpayer, including the income obtained through permanent representative offices outside the borders of Azerbaijan,

dividends, interest, royalties obtained outside the borders of Azerbaijan (except for tax-exempt income)

Non-residents are taxable only on profit from activities performed in Azerbaijan.

e VAT payers may perform cash operations with a limit of up to 30,000 AZN per month.

e Simplified taxpayers may perform cash operations with a limit of up to 15,000 AZN per month.

e Any breach of the rules leads to penalties in the amount of 10% of the operations the first time, 20% the second time and 40%
for three and more infringements.

e Any cash withdrawal is subject to 1% simplified tax plus a bank encashment fee to the taxpayer.

e 1% from the withdrawn amount is accrued and paid by the bank to the State Tax Authorities.

e Cash register payments will no longer be accepted as supporting documentation for expenses.

e Taxpayers selling goods (works, services) will now be obliged to issue electronic invoices in a prescribed form.

e With regard to the provision of works and services by electronic trade sellers (suppliers) as well as electronic lotteries or
contests, the place for the provision of works and services will be the place where the purchaser of the works and services is
located or registered.

A. Taxes Payable

Federal Taxes And Levies

Company Tax

Legal entities incorporated in Azerbaijan are treated as residents and are taxable on their worldwide income. Legal entities
incorporated abroad are treated as non-residents and are taxable on income from sources in Azerbaijan. Companies are required
to make quarterly advance tax payments based on the previous year’s net income. Corporate profit tax returns should be
submitted by 31 March of the following year. The corporate profit tax rate is 20%, which is applied to the difference between
revenue and taxable expenses.
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Capital Gains Tax

Capital gains are treated as ordinary income and taxed at the corporate profit tax rate of 20%.

Branch Profits Tax
Branches are taxed at the standard corporate income tax rate of 20%.

In addition to corporate income tax paid by the permanent establishment (PE) of the non-resident, each amount transferred from
net profit of a PE to that non-resident is subject to a branch profit tax at the rate of 10%, unless a lower rate is provided by a tax
treaty.

Sales Tax / Value Added Tax (Vat)

Each taxpayer with a sales turnover in excess of 200,000 AZN during consecutive 12 months must register for VAT. Provision of
goods, works, rendering of services and import of goods are subject to taxation. VAT payers are entitled to recover VAT paid on
purchases and are liable to pay VAT generated on sales of goods and rendering of services. VAT is the difference between VAT on
sales and the sum of VAT on purchases and VAT on import of equipment. Reimbursement of VAT on purchases and import occurs
through the receipt of an electronic tax invoice from the supplier via an electronic tax system (www.e-taxes.gov.az) and customs
declarations appropriately.

The following VAT rates apply in Azerbaijan:
e 18% standard rate;
e 0% for the following categories, among others:
— goods and services intended for use of diplomatic and consular representations accredited in the Azerbaijan Republic;
— import and supply of goods and services undertaken in the context of receiving financial aid from abroad;
— export of goods and services;
— international and transit cargo and passenger transportation, except for international postal services;
— entities operating under Special Economic Regimes for PSAs and HGAs.

The following categories, among others, are exempt from VAT:

e the value of state enterprise property purchased within a privatization program;

e the supply of financial services (banks, etc.);

e supply and import of the national and foreign currencies (except for numismatic purposes) as well as of securities;

e editing, publishing and printing activities in connection with the production of text books for schools (except work books),
children’s literature and state publishing funded by the state budget.

Zero VAT operations can be reimbursed unlike operations exempt from tax.

Local Taxes

Local taxes are applied by resolution of municipalities and obligatory for payment on the territory of municipalities. The following
are the local (municipal) taxes:

¢ land use tax levied on natural persons;

e property tax levied on natural persons;

e mineral royalty tax on construction materials of local importance;

e profit tax of enterprises and organizations that are the property of municipalities.

Fringe Benefits Tax

Any fringe benefits provided to employees are considered as employees’ additional income, which is taxable at personal income
tax rates (14% and 25%).

Registration Duty

State registration of legal entities is executed by the Ministry of Taxes of Azerbaijan in line with the “one stop shop” principle,
which includes electronic query and lasts 1 day in case of a local shareholder and 2 days in case of a foreign shareholder.

Foreign companies may open a branch office or representative office in order to carry out activities in Azerbaijan. The tax
treatment is the same for both but the branch office would have more benefits because of a right to perform commercial
operations on behalf of its head office.

Legislation defines “permit” as an official document granted by the authority issuing permits to exercise certain business activities
or actions. Legislation contains a specific list of 23 types of activities requiring the obtention of permits. Applications for licence
obtention shall be made via the Electronic Portal on Licence and Permits, which will enable to conduct all operations related to
licensing (e.g. obtention of licences, their duplicates, and amendments thereto, renewal, suspension, resumption and termination
thereof). The issuance period of licences and permits has been decreased to ten working days for obtaining a licence and seven
working days for obtaining a permit.

Real Estate Withholding Tax

Rental fees paid to individuals are taxed at the source of payment at the rate of 14%. The minimum threshold for the rental fee
amount from immovable property in Azerbaijan is determined in accordance with market prices for taxation purposes.
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B. Determination Of Taxable Income

Taxable income for residents is worldwide generated income. Taxable income of non-residents comprises income generated in
Azerbaijan. All expenses related to business activities of the company are deductible from revenue. The following categories
relate to non-deductible items:

e expenses that must be capitalized;

e non-commercial expenses which do not relate to the company’s business activities;

e entertainment expenses;

e food and accommodation costs within the norms approved by the Azeri Tax Code;

e travel, logistics and other costs spent in excessive of allowed standards established by the Azeri Tax Code.

Depreciation

Depreciation is a deductible expense. The depreciation rates are:

e Buildings —up to 7%

e Computing techniques which are the product of high technology — up to 25%

e Vehicles, equipment and computers — up to 20%

e Other fixed assets — up to 20%

e Fixed assets with a determined period of use — at an annual rate, pro-rata to that determined period of use
e Intangible assets — up to 10%

Land and facilities that are historical or architectural monuments may not be depreciated.

Stock / Inventory

Inventory includes raw materials, work-in-progress and finished goods. Each item of inventory must be valued at acquisition cost
or cost of production. Accepted valuation methods include “first in, first out’ (FIFO), average cost and specific identifications.

Dividends

Dividends paid from profit are liable to 5% (changed from 10% to 5% in 2024) withholding tax. Income from the distribution of
property upon liquidation of a legal entity, as well as payments made with distribution of shares without changes to percentage of
shares owned by shareholders and shares buy-backs at their nominal price, shall not be considered as a dividend.

Interest Deductions

Interest expenses paid or incurred by the company in the course of its business activities are tax deductible. An exception to the
rule relates to loans received from abroad or related parties, which cannot exceed the expense calculated using an interest rate of
125% of the inter-bank credit auction rate set forth by the Central Bank of Azerbaijan.

Losses

Taxpayers have a right to carry losses forward during a period of 5 years without limitation. In case of a change in principal
ownership of a legal person of at least 50% as compared the previous year’s ownership, the carry forward of a credit, deduction
or loss from a previous taxable year may be disallowed.

Tax Incentives

The following tax incentives have been implemented in Azerbaijan:

e Entities operating in industrial and technology parks are entitled to a VAT exemption on import of equipment for construction,
scientific research and other works in these parks for seven years or an indefinite period, depending on the nature of their
activities.

e The Law on the Special Economic Regime for Export-Oriented Oil and Gas Activities applies the following incentives to
contractors and subcontractors who should obtain a special confirmation certificate from the Ministry of Industry and Energy:
— Local companies are permitted to choose between profit tax at a rate of 20% or 5% withholding tax on gross revenue;

— Foreign subcontractors are subject only to a 5% withholding tax;

— A 0% VAT rate;

— Exemption from dividend withholding tax and taxation on branch and CJSC net profits;
— Exemption from customs duties and taxes;

— Exemptions from property tax and land tax.

C. Foreign Tax Relief

Foreign taxes paid on income taxable in Azerbaijan may be credited against tax payable in Azerbaijan. The amount credited in
Azerbaijan may not exceed the domestic tax payable on the foreign income. This limitation is calculated on the overall basis.
The carry-forward of excess credit is not applicable in Azerbaijan. Treaty relief may be granted upon request by the taxpayer.
Azerbaijan has concluded double tax treaties with 56 countries (see Section | below).
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D. Corporate Groups

There is no group taxation in Azerbaijan.

E. Related Party Transactions

The Tax Code provides that relations between associated entities must be based on the arm’s length principle. Associated

persons, for the purposes of taxation, are natural and/or legal persons, the relations between which might have a direct effect on

the economic results of their activities or the activities of persons they represent. As from 1 January 2017, the concept of transfer

pricing has been formally introduced in Azerbaijan whereby transactions between the following entities/persons are covered:

e aresident and an entity established or registered in a jurisdiction with a favourable tax regime;

e aresident and a related non-resident;

e a PE of a non-resident and an entity established or registered in a jurisdiction with a favourable tax regime; and

e a PE of a non-resident and the non-resident enterprise, as well as between that PE and any PE (or subsidiary/group member)
of the non-resident enterprise in another country.

Only transactions with a total value in excess of AZN 500,000 in a calendar year are targeted by this legislation. The Administration
needs to be notified about such transactions before 31 March of each year.

F. Withholding Tax

Income received from Azerbaijan sources not attributable to a PE of a non-resident in Azerbaijan is subject to WHT at the
following rates:

e Dividends paid by resident enterprises: 5%

e Interest paid by residents: 10%

e Rental fees for movable and immovable property: 14%

e Royalties: 14%

e Technical or management fees: 10%

e Leasing, risk insurance, or reinsurance payments: 4%

e Telecommunications or international transport services: 6%

e Other Azeri-source income: 10%

Interest on deposits is taxed at a 10% withholding tax rate on the amount in excess of 500 AZN.

G. Exchange Control

Withholding tax at the rate of 20% is introduced for foreign currency transferred outbound Azerbaijan for the following:

e foreign direct investment by resident and non-resident legal entities and individuals;

e acquisition of investment securities and immovable property by resident and non-resident legal entities and individuals;

e transfer of capital by resident legal entities to subsidiaries, branches and representative offices and other affiliated bodies with
respect to the amount that exceeds the equivalent of USD 50,000 in a calendar year.

Banks and insurance companies are an exception to the aforementioned rules. A bank transfer by an individual to the foreign

account is subject to a withholding tax of 20% with respect to the amount that exceeds USD 50,000 in a calendar year.

Withholding tax does not apply if the transferred amounts:

e are paid back as they were previously transferred to Azerbaijan;

e are paid for medical fees of a foreign health care provider, educational fees of a foreign education institution or bills related to
decisions of foreign judicial and law enforcement institutions.

H. Personal Income Tax

Personal income of a resident in Azerbaijan consists of worldwide generated income, while a non-resident’s income is generated
only on the territory of Azerbaijan.

From 1 January 2019, monthly income of employees who are engaged in employment for non-oil-gas and non-government
sectors shall be exempted for a seven-year period (i.e. until 31 December 2025), as follows:

Taxable monthly income (AZN) Tax rate (%)
Up to 8,000 0
Over 8,000 ‘ 14% of the amount over AZN 8,000

The standard rates that are applicable to the employees of the oil and gas and government sectors, and which will be applied after
the seven-year grace period, are as follows:

Taxable monthly income (AZN) Tax rate (%)
Up to 2,500 ‘ 14
Over 2,500 ‘ AZN 350 + 25% of the amount over AZN 2,500
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Residents and non-residents who generate income in connection with their work in Azerbaijan must contribute 10% of their gross
salary to the Social Insurance Fund. Contributions are withheld from employees’ salaries and paid to the Social Insurance Fund

by the employer. In addition to this, the employer pays 15% (below 200 AZN — 22%, over 200 AZN — 15%) of employees’ gross
salaries to the Social Insurance Fund. In addition to this, mandatory unemployment insurance must be paid at a rate of 0.5% of
salary both by the employee and the employer, and mandatory health insurance must be paid at a rate of 2% of salary both by the
employee and the employer.

Taxable income of individuals engaged in business activities without establishing a legal entity is taxed at a rate of 20%. An
individual has a right to choose the type of taxation — VAT (18%), income (20%) or simplified taxpayer (4% for capital Baku and 2%
for regions). The selected type appears in the electronic tax personal office (www.e-taxes.gov.az) and serves as a confirmation of
the type of taxes paid by the individual.

I. Treaty And Non-Treaty Withholding Tax Rates

Azeri tax law allows to claim a refund of taxes withheld from payments to non-residents who are subject to the provisions of
double tax treaties signed between Azerbaijan and 49 countries. DTA-05 statement serves a confirmation to withholding tax
payment. The certificate may be obtained within 20 days of the moment of application.

In case a non-resident company pays all its taxes in its home country, it must provide a DTA-03 certificate, which would entitle it to
receive full payment from the Azerbaijan resident taxpayer.

Dividends (%) Interest (%) Royalties (%)

Domestic rates

Companies 5 10 14

Individuals 0/10 0/10 14
Treaty countries:
Austria 5/10/15 0/10 5/10
Belarus 15 10 10
Belgium 5/10/15 0/10 5/10
Bosnia and Herzegovina 10 0/10 10
Bulgaria 8 0/7 5/10
Canada 10/15 0/10 5/10
China 10 0/10 10
Croatia 5/10 0/10 10
Czech Republic 8 5/10 10
Denmark 5/15 0/8 5/10
Estonia 5/10 10 10
Finland 5/10 10 5/10
France 10 10 5/10
Georgia 10 10 10
Germany 5/15 5 5/10
Greece 8 8 8
Hungary 8 8 8
Iran 10 10 10
Israel 15 0/10 5/10
Italy 10 10 5/10
Jordan 8 8 10
Kazakhstan 10 0/10 10
Korea (South) 7 0/10 5/10
Kuwait 5/10 0/7 10
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Dividends (%)

Interest (%)

Royalties (%)

Latvia 5/10 0/10 5/10
Lithuania 5/10 0/10 10
Luxembourg 5/10 0/10 5/10
Malta 8 0/8 8
Moldova 8/15 0/10 10
Montenegro 10 0/10 10
Netherlands 5/10 0/10 5/10
North Macedonia 8 0/8 8
Norway 10/15 0/10 10
Pakistan 10 10 10
Poland 10 10 10
Qatar 7 0/7 5
Romania 5/10 0/8 10
Russia 10 10 10
San Marino 5/10 0/10 5/10
Saudi Arabia 5/7 0/7 10
Serbia 10 0/10 10
Slovenia 8 0/8 5/10
Spainl 5/10 0/8 5/10
Sweden 5/15 0/8 5/10
Switzerland 5/15 0/5/10 5/10
Tajikistan 10 10 10
Turkiye 12 10 10
Turkmenistan 10 10 10
Ukraine 10 10 10
United Arab Emirates 10 0/7 5/10
United Kingdom 10/15 0/10 5/10
Uzbekistan 10 10 10
Vietnam 10 0/10 10
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Bahamas

Member Firm

Contact Information

Nassau Renée D. Lockhart +1 242 322 8560
rlockhart@pkfbahamas.com

Basic Facts

Full name: Commonwealth of The Bahamas
Capital: Nassau
Main languages: English
Population: 414,718 (2024 estimate)
Monetary unit: Bahamian Dollar (BSD); (US dollar, which is on par to the BSD, is widely accepted)
Internet domain: .bs
Int. dialling code: +1242

Key Tax Points

e There are currently no corporate, personal income, capital gains, withholding, inheritance and estate taxes. The Government
plans to introduce corporate income tax in the next two years. This new tax will target multi-national entities, and not so much
domestic companies, based on the proposed threshold for entities to be taxed.

e Income received in the Bahamas may be subject to tax in the country of origin.

e There are some tax information exchange agreements between the Bahamas and other countries.

A. Taxes Payable

The Bahamas currently offers the offshore financial sector freedom from corporate, personal income, capital gains, withholding,
inheritance and estate taxes. As noted above, corporate tax will soon be introduced. However, income received in the Bahamas
may be subject to taxes in the country of origin.

There are tax information exchange agreements (TIEAs) between the Bahamas and other countries. The financial sector
advantages are supported by a strong respect for privacy, flexible exchange controls, geographical location and continued record
of political stability.

Government tax revenue is derived from the following sources:
e Import and export duties are levied at varying percentage rates; these continue to be reduced by varying percentages since

the implementation of VAT on 1 January 2015, (now at the rate of 10%).

e 10% VAT is payable on taxable supplies at all ports of entry in the Bahamas; Value Added Tax was initially implemented on 1

January 2015. The VAT registration threshold is a turnover of BSD 100,000 generally;

e Real Property taxes;

e Motor vehicle licences;
e Gaming tax;

e Tourism tax;

e Stamp tax;

e Company fees:

— The registration fee for a foreign company is BSD 50 and stamp duty is payable in the amount of BSD 600. All foreign
companies must also pay an annual licence fee of BSD 1,000.

— Private companies are required to pay a fee of BSD 300 upon filing their Memorandum of Association and an additional fee
of BSD 30 for the filing of the Articles of Association. An annual licence fee of BSD 1,000 is also payable.

— Additionally, stamp duty is payable on the authorized capital of a company. Where the authorised capital is BSD 5,000 or
less, the stamp duty is BSD 60. For every additional BSD 1,000 or fraction thereof, the stamp duty will be BSD 300.

e Bank and trust company fees;
e Insurance company fees;
e Other fees, including business licence fees;

— Under the Business Licence Act of 2023, as recently amended, business licence fees are levied on the turnover of a
business at varying percentage rates or amounts from 0.5% to 1.25%, based on the company’s annual turnover. Businesses
with an annual turnover not exceeding BSD 100,000 are exempt from business licence fees.

— Under the Value Added Tax Bill of 2014 (as amended), VAT at the rate of 10% is levied on goods and services. The increased
revenue will be offset by a corresponding reduction in customs duties on imports.
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Bahrain

Member Firm

Contact Information

Manama Maged Haleem +973 396 424 69
maged.haleem@pkf.com

Basic Facts

Full name: Kingdom of Bahrain
Capital: Manama
Main languages: Arabic
Population: 1.5 million (2024 estimate)
Monetary unit: Bahraini Dinar (BHD)
Internet domain: .bh
Int. dialling code: +973

Key Tax Points

¢ No form of personal, corporate or withholding tax is applicable In Bahrain. There is no personal tax except for municipal tax of
10% on the monthly rental of residential and business property.

e A 5% VAT rate was implemented effective 1 January 2019. This was increased to 10% effective 1 January 2022.

e There is no withholding tax on dividends, interest, royalties and fees paid to non-residents.

A. Taxes Payable

No form of personal, corporate or withholding tax is applicable In Bahrain. There is no personal tax except for municipal tax of
10% on the monthly rental of residential and business property. In addition, a 5% government levy on gross turnover is imposed
on hotel services and entertainment.

Customs (Import) duties are generally levied at a rate of 5% but there are many items such as medicines, most food products,
capital goods and raw material for industries which are exempt from customs duty. After implementation of the new Uniform
Customs Tariff which became effective on 1 January 2003, all non-Gulf Co-operation Council (GCC) products, except for those
exempted, are subject to 5% customs duty. However, the products of GCC countries shall enter into each other’s markets free of
customs duty subject to the provision of the required documentation.

Products are considered as originating in a GCC country if the value added to such a product in the said country is more than 40%
of the value of the product in question and if the factory that manufactured the product is at least 51% owned by GCC nationals.
In the event of re-export to non-GCC countries, a customs deposit has to be made and this will be refunded when proof of re-
export is given to the authorities. In the event of re-export to GCC countries, customs duty at 5% will be levied at the first point of
entry. The provisions of the GCC Customs Union, which was implemented from 1 January 2003, will be applicable.

B. Value-Added Tax

A 5% VAT rate was implemented effective 1 January 2019. This was increased to 10% effective 1 January 2022.

A person is required to register for VAT if the amount of annual supplies during the previous 12 months exceeds, or the amount of
annual supplies in the next 12 months is expected to exceed the mandatory registration threshold of BHD 37,500 (approximately
USD 100,000). The registration must generally take place within 30 days from the end of the month in which the mandatory
threshold is exceeded, or within 30 days prior the first day of the month in which the mandatory threshold is expected to be
exceeded.

Unless a supply is exempt or subject to the 0% rate (among others export of goods, health care services, education services, local
transport services etc.), it is subject to VAT at the standard rate of 5%.

Excise Tax was introduced in Bahrain with effect from 30 December 2017, with tobacco products subject to excise tax at 100%,
soft drinks at 50% and energy drinks at 100%. Other goods may also become subject to the tax.

C. Withholding Tax

Bahrain currently has 45 double tax treaties with various countries: Algeria, Austria, Bangladesh, Barbados, Belarus, Belgium,
Bermuda, Brunei, Bulgaria, China, Cyprus, Czech Republic, Egypt, Estonia, France, Georgia, Hungary, Iran, Ireland, Isle of Man,
Jordan, Korea, Lebanon, Luxembourg, Malaysia, Malta, Mexico, Morocco, Netherlands, Pakistan, Philippines, Portugal, Seychelles,
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Singapore, Sri Lanka, Sudan, Switzerland, Syria, Tajikistan, Thailand, Turkey, Turkmenistan, United Kingdom, Uzbekistan and
Yemen.

Dividends, interest and royalty payments made by Bahraini companies to non-residents under these treaties are not subject to
any withholding tax as Bahrain has no such withholding tax under its domestic tax law.

A Free Trade Treaty agreed between Bahrain and the US was signed on 14 September 2004 by the Kingdom.
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Bangladesh

Member Firm

Contact Information

Dhaka Jamshed Choudhury +880 1713 008696
jsachoudhury@gmail.com

Basic Facts

Full name: People's Republic of Bangladesh
Capital: Dhaka
Main languages: Bengali, English
Population: 174 million (2024 estimate)
Monetary unit: Bangladesh Taka (BDT)
Internet domain: .bd
Int. dialling code: +880

Key Tax Points

e In Bangladesh, the principal taxes are Customs Duty, Value-Added-Tax (VAT), Supplementary Duty, Personal income tax and
corporate income tax.

e According to the Finance Act 2023, VAT rates vary from 5% to 15% depending on the types & nature of VAT imposable goods
& services. The previous 15% standard rate is also applicable if so desired by the VAT payers but in that case, no VAT credit for
input tax will be allowed.

e For Bangladesh tax purposes, income is categorised into seven areas, namely, salaries, interest on securities, income from
house property, agricultural income, income from business or profession, capital gains and income from other sources.

e Among direct taxes, income tax is one of the main sources of revenue. It is a progressive tax system. Income tax is imposed on
the basis of ability to pay, based on the principle of “...the more a taxpayer earns, the more he should pay”. It aims at ensuring
equity and social justice.

e The income tax rate for individuals, who are a resident assessee or non-resident Bangladeshi vary from 5% to 25% depending
on the amount of total taxable income and for individuals who are a non-resident assessee (except non-resident Bangladeshi)
the flat tax rate is 30%.

e For the 2023-2024 tax year (1 July 2023 to 30 June 2024) the top corporate tax rate is 45% + 2.5% surcharge for all cigarette
manufacturing companies. Publicly traded companies registered in Bangladesh are taxed at a lower rate of 20% to 22.5%
depending on transferring paid-up capital.

e Anindividual is treated as a resident of Bangladesh if that person stays in Bangladesh for 182 days or more in any income
year; or 90 days or more in an income year if that person has previously resided in Bangladesh for a period of more than 365
days during the 4 preceding years. Residence is determined in Bangladesh purely on the period of presence in Bangladesh,
irrespective of residency in other countries. Short-term visitors and dependents of foreign nationals not earning any income in
Bangladesh are not taxed and are not required to file a tax return in Bangladesh.

¢ In general, all remuneration and benefits received by an employee who is resident in Bangladesh, or for services rendered
in Bangladesh, are taxable. Taxable remuneration and benefits include salary, bonuses, commissions, accommodation
allowances, transport benefits, education allowances for children, employer-provided domestic assistance and medical
allowances.

A. Taxes Payable

Tax Authority Administration

The National Board of Revenue (NBR) is the central authority for tax administration in Bangladesh. Administratively, it is under the
Internal Resources Division (IRD) of the Ministry of Finance (MoF) which is split into 4 divisions, namely, the Finance Division (FD),
the Internal Resources Division (IRD), the Banking Division (BD) and the Economic Relations Division (ERD). Each division is headed
by a Secretary to the Government. NBR is responsible for formulation and continuous re-appraisal of tax policies and tax laws in
Bangladesh.

Negotiating tax treaties with foreign governments and participating in inter-ministerial deliberations on economic issues having a
bearing on fiscal policies and tax administration are also the NBR’s responsibilities. Its main responsibility is to mobilize domestic
resources through collection of import duties and taxes, VAT and income tax for the government. Side by side with the collection
of taxes, facilitation of international trade through quick clearance of import and export cargoes has also emerged as a key role
of NBR. Other responsibilities include administration of matters related to taxes, duties and other revenue related fees/charges
and prevention of smuggling. Under the overall control of IRD, NBR administers the excise, VAT, customs and income tax services
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consisting of 3434 officers of various grades and 10195 supporting staff positions.

Company Tax

The following rates apply to the taxation of the following companies:

Type of company Rate (%) Rate (%) if certain conditions®
are not met

Publicly traded companies 20? 22.5
Publicly traded company (10% or less of paid-up capital 22.5 25
through IPO)

One-person company 22.5 25
Non-publicly traded company and other companies 27.5 30
Merchant banks 37.5 N/A
Banks, insurance and financial institutions — publicly traded 37.5 N/A

1. 40 N/A
Cigarette manufacturing companies — bidis (indigenous 453 N/A

cigarettes), chewing tobacco, smokeless tobacco and other
tobacco products

Non-company manufacturing — cigarettes, bidis (indigenous 45 N/A
cigarettes), smokeless tobacco and other tobacco products

Mobile phone operating companies:

e General (non-listed mobile phone companies) 45 N/A
e Publicly traded 40* N/A
Trust, fund, association of persons, and any taxable entities 27.5 30

other than companies

Cooperative society (Law No. 47 of 2001) 15 N/A

Private universities, medical colleges, dental colleges, 15 N/A
engineering colleges or income from providing training
(college) on information technology

Notes:
1. Companies need to comply with the following conditions:
— All receipts and income are received through banking channels;
— Expenses and investments exceeding BDT 500,000 individually, or BDT 3.6 million in aggregate annually, are made through
banking channels; and
— Cash transactions are limited to BDT 3.6 million per annum and each transaction is limited to BDT 500,000.

2. The 20% rate is applicable to publicly traded companies that transfer at least 10% of their paid-up capital through pre-initial
public offering (IPO).

3. Asurcharge of 2.5% on profit before tax applies to manufacturers of cigarettes, bidis (indigenous cigarettes), smokeless
tobacco and other tobacco products.

4. Reduced to 40% if converted into publicly traded companies by issue of shares of at least 10% of paid-up capital through a
stock exchange in Bangladesh, of which the pre-initial public offering placement should not be more than 5%. In addition, the
company is eligible for an income tax rebate at 10% if at least 20% of paid-up capital is transferred through pre-initial public
offering.

Company Tax Administration

Company tax returns should be submitted by the fifteenth day of the seventh month following the end of the income year or
the fifteenth day of September following the end of the income year where said fifteenth day falls before the fifteenth day of
September. The consequences of not submitting a tax return (including withholding tax) are that a penalty arises of 10% of the
tax of a taxpayer’s last assessed income (subject to a minimum of BDT 1,000) and in the case of continuing default, a further
penalty of BDT 50 is levied for every day of delay (provided that such penalty shall not exceed (a) in case of an assessee, being an
individual, whose income was not assessed previously BDT 5,000 (b) in case of an assessee, being an individual, whose income
was assessed previously, 50% of the tax payable on the last assessed income or BDT 1,000, whichever is higher). There is also a
penalty for using a false Taxpayer Identification Number (TIN) which will not be exceeding BDT 20,000 on that person.

There is a formal dispute resolution system for taxpayers in Bangladesh, and where a return has been submitted under the normal
scheme a taxpayer can make his case at a Hearing, where a decision (assessment) will then be made. For returns submitted under
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the Universal Self-Assessment Scheme, the issue of an acknowledgement slip is determined to be an Assessment Order. Universal
Self-Assessment is subject to audit.

Permanent Establishment Considerations

There is the potential that a permanent establishment (PE) could be created as a result of extended business travel, but this
would be dependent on the type of services performed and the level of authority the employee has. The concept of a PE primarily
exists in tax treaties.

Value Added Tax

Value Added Tax (VAT) is levied on the importation of goods and services and the making of taxable supplies in the course of
carrying out a taxable activity. According to the Finance Act 2023, VAT rates vary from 5% to 15% depending on the types and
nature of VAT imposable goods and services. The previous 15% standard rate is also applicable if so desired by the VAT payers but
in that case, no VAT credit for input tax will be allowed. Reduced rates ranging from 0% to 15% are available depending on the
nature of the taxable supply. VAT operates in Bangladesh partly as a sales tax.

Fringe Benefits Tax

There is no separate Fringe Benefits Tax. However, all benefits received by an employee who is a resident in Bangladesh, or for
services rendered in Bangladesh, are taxable.

Incentives — Tax Rebate

An assessee, being a resident or a non-resident Bangladeshi, shall be entitled to a credit from the amount of tax payable on his
total income. The amount of allowable investment is: actual investment or 25% of total (taxable) income excluding any income
for which a tax exemption or a reduced rate is applicable under sub-section (4) of section 44 or any income from any source or
sources mentioned in clause(a) of sub-section (2) of section 82C or BDT 1,500,000, whichever is less. The tax rebate amounts to
15% of allowable investment. A tax rebate of 15% of the allowable investment not exceeding BDT 15 Lakh and 10% when the
amount exceeds BDT 15 Lack can be received depending on the investment satisfying certain conditions.

Types of investment qualified for the tax rebate are:

e Life insurance premium up to 10% of the face value;

e Contribution to Provident Fund to which Provident Fund Act, 1925 applies;

e Self-contribution and employer’s contribution to Recognised Provident Fund.

e Deferred Annuity up to one-fifth of the salary;

e Contribution to approved Superannuation Fund;

e Contribution up to BDT 60,000 to deposit pension scheme sponsored by any scheduled bank or a financial institution;

e Investment in approved first hand debenture or debenture stock, IPO of stocks or shares;

e Contribution to Zakat Fund;

e Donation to charitable hospital approved by National Board of Revenue;

e Any sum paid to an organisation set up for the welfare of retarded people;

e Donation to philanthropic or educational institution approved by the Government;

e Donation to socio-economic or cultural development institution established in Bangladesh by Aga Khan Development
Network;

e Donation to National level institution set up in memory of liberation war;

e Donation to National level institution set up in memory of Father of the Nation;

e Any investment by an individual in savings certificate and Bangladesh Government Treasury Bond, etc.;

e Anysum invested in the purchase of Bangladesh Treasury Bond.

Tax Incentives

The following fiscal incentives are available to taxpayers:

e Exemption u/s. 44;

e Exemption of income of an Industrial Undertaking (IU) (u/s. 45);

e Exemption of income of a tourist industry (Tl) (u/s. 46, 46A, 46B, 46BB, 46CC, 47);

Special Tax Treatment In Respect Of Investment In Economic Zones Or Hi-Tech Parks

No question shall be raised as to the source of any sum invested in any economic zone declared under section 5 of Bangladesh
Economic Zone Act 2010 or in any hi-tech park declared under section 22 of Bangladesh Hi-Tech Park Authority Act 2010 for
setting up industrial undertaking engaged in producing goods or services therein within the period from 1 July 2019 and 30 June
2024 (both days inclusive) by a company, if tax at the rate of 10% cent is paid on the sum so invested before filing of the return for
the concerned income year.

Major Areas For Final Settlement Of Tax Liability

Tax deducted at source for the following cases is treated as a final discharge of tax liabilities. No additional tax is charged or refund
is allowed in the following cases:
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Compensation against acquisition of properties (Sec. 52C) As mentioned in section 52C, i.e. 2%/1%
The amount received as interest from any savings certificate As mentioned in section 52D, i.e. 5%
(Sec. 52D)

Cash subsidy (Sec. 53DDD) As mentioned in section 53DDD, i.e. 3%
Deduction at source from interest on saving deposits and As mentioned in section 53F, i.e. 10%/5%

fixed deposits, etc. (53F)

Transfer of property (Sec. 53H) As mentioned in section 53H and the rule made thereunder
(see the Section and Rule 17II)

B. Related Party Transactions

Transfer pricing was introduced into Bangladesh tax laws in 2012. However, such regulation has become effective from 1 July
2015.

C. Exchange Control

Expatriates are allowed to open foreign currency bank accounts in Bangladesh and remit a portion of their post-tax earnings
through proper banking channels after obtaining the necessary permissions from the central bank. The balance can be taken out
the country when leaving permanently.

D. Personal Income Tax

Residential Status

An individual is treated as a resident of Bangladesh if he/she stays in Bangladesh for 182 days or more in any income year; or 90
days or more in an income year if that person has previously resided in Bangladesh for a period of more than 365 days during
the 4 preceding years. Residence is determined in Bangladesh purely on the period of presence in Bangladesh, irrespective of
residency in other countries. Short term visitors and dependents of foreign nationals not earning any income in Bangladesh

are not taxed and are not required to file a tax return in Bangladesh. Otherwise, every taxpayer is required to file an annual tax
return.

Tax Rate

For individuals other than female taxpayers, senior taxpayers of 65 years or more and disabled taxpayers, tax is payable at the
following rates on income slabs:

First BDT 350,000 0%
Next BDT 100,000 5%
Next BDT 300,000 10%
Next BDT 400,000 15%
Next BDT 500,000 20%
Balancing amount 25%

An individual who is a non-resident assessee (non-resident Bangladeshi) is subject to a 25% flat income tax rate on his total
income.

Tax-exempt income for all 3rd gender, female taxpayers and senior taxpayers over 65 years of age is BDT 400,000 while it is BDT
475,000 for a person with disability and for gazetted war-wounded BDT 500,000 freedom fighters. However, tax-exempt income
for parents and legal guardians of a person with disability will be BDT 450,000 higher than the usual amount. Only one of the
parents would avail that benefit.

Minimum Tax for any individual category of assessee is as follows:

Tax Return Filing

An individual’s tax return must be filed by 30 November following the end of the income year. The return filing date may be
extended up to 2 months from the date so specified by the Deputy Commissioner of Taxes upon application by an individual being
assessed and the date may be further extended up to 2 months with the approval of the Inspecting Joint Commissioner.

Taxable Remuneration And Benefits Of Employee

In general, all remuneration and benefits received by an employee who is resident in Bangladesh, or for services rendered in
Bangladesh, are taxable. Taxable remuneration and benefits include salary, bonuses, commissions, accommodation allowances,
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transport benefits, education allowances for children, employer- provided domestic assistance and medical allowances. Employers
are required to withhold income tax when making payments to employees. Employers are also required to file an annual return
showing the respective payments and tax deducted at source for each employee in the tax year.

Worker Profit Participation Fund

Exemption of any payment received from workers’ profit participation fund established under Bangladesh Labour Act 2006
(amended up to 2013) has been restricted up to BDT 50,000 only. There was no such limitation previously.

Work Permits/Visa Requirements

A visa must be applied for before the individual enters Bangladesh. The type of visa required will depend on the purpose of the
individual’s entry into Bangladesh. Foreigners working in Bangladesh must have a work permit. Currently, these are issued by the
Bangladesh Investment Development Authority (BIDA), however, previously issued by the Board of Investment (BOI).

Local Data Privacy Requirements

Bangladesh does not currently have data privacy laws. However, Bangladesh tax laws provide certain protection of information
submitted under them.

E. Treaty and Non-Treaty Withholding Tax Rates

Bangladesh has concluded double taxation agreements with the following countries:

Dividends
(%)
Interest™! Royalties

Individuals, Qualifying (%) (%)
companies companies
(%) (%)

Domestic rates

Companies 20 20 20 20

Individuals 30" - 20 20
Treaty countries:
Bahrain 15 10* 10 10
Belgium 15 15 15 10
Canada 15 15 15 10
China 10 10 10 10
Czech Republic®® 15 10 10 10
Denmark 15 10" 10 10
France 15 10* 10 10
Germany 15 15 10 10
India 15 102 10 10
Indonesia 15 10! 10 10
Italy 15 10* 10/15¢ 10
Japan 15 10° 10 10
Korea 15 10! 0/107 10
Malaysia 15 15 15 15
Mauritius 10 10 =8 =8
Netherlands 15 10? 0/7.5/10° 10
Norway 15 10! 10 10
Pakistan 15 15 15 15
Philippines 15 10? 15 15
Poland 15 10! 10 10
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Dividends

(%)
Interest™! Royalties
Individuals, Qualifying (%) (%)
companies companies
(%) (%)
Romania 15 10* 10 10
Saudi Arabia 10 10 7.5 10
Singapore 15 15 10 10
Sri Lanka 15 15 15 15
Sweden 15 10? 10/15° 10
Switzerland 15 10 10 10
Thailand 15 10? 10/15° 15
Turkey 10 10 10 10
United Arab Emirates 10 5° 10 10
United Kingdom 15 10! 10 10
United States 15 10? 5/10%° 10
Vietham 15 15 15 15
NOTES:

1.

0

10.

11

12.

13.
14.

The reduced rate applies to dividends paid to a beneficial owner which is a company holding directly at least 10% of the capital
of the payer.

The reduced rate applies to dividends paid to a beneficial owner which is a company holding directly at least 25% of the capital
of the payer.

The reduced rate applies to dividends paid to a beneficial owner which is a company that owns at least 25% of the voting
shares of the payer during the period of six months immediately before the end of the accounting period for which the
distribution of profits takes place.

The reduced rate applies to dividends paid to a beneficial owner which is a company holding directly at least 20% of the capital
of the payer.

The reduced rate applies to dividends paid to a beneficial owner which is a company that owns at least 3% of the shares of the
payer.

The reduced rate applies to interest derived by a bank or any other financial institution (including an insurance company).

The reduced rate applies if interest is paid in connection with sale on credit of any industrial, commercial or scientific
equipment.

No reduction under the tax treaty so the domestic rate applies.

Exemption for interest related to the construction of industrial, commercial or scientific installations or public works. The 7.5%
reduced rate applies to interest received by a bank or any other financial institution (including an insurance company) as long
as the Netherlands does not levy a withholding tax on interest.

The reduced rate applies to interest derived by a bank or any other financial institution (including an insurance company) or
interest paid in connection with sale on credit of any industrial, commercial or scientific equipment or of any merchandise.

. Certain tax treaties provide for an exemption or a reduction for some types of interest (but are not listed here), e.g. interest

paid to public bodies and financial institutions or in relation to sales on credit or approved transactions.

Dividends paid to non-resident individuals (other than non-resident Bangladeshis) are subject to a 30% withholding tax.
Dividends received by non-resident Bangladeshis are subject to a 10% withholding tax (15% if a 12-digit TIN is not furnished).
Effective date: 1 July 2021 (Bangladesh); 1 January 2022 (Czech Republic).

The reduced rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the dividend-
paying company throughout a 365-day period that includes the day of the payment of the dividend (for the purpose of
computing that period, no account shall be taken of changes of ownership that would directly result from a corporate
reorganisation, such as a merger or divisive reorganisation, of the company that holds the shares or that pays the dividend).
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Belgium

Member Firm

Contact Information

Antwerp/Brussels Aleksandr Natanelov +32 2486 59 75
aleksandr.natanelov@pkfbofidi.com

Basic Facts

Full name: Kingdom of Belgium
Capital: Brussels
Main languages: Dutch, French, German
Population: 11.70 million (2024 estimate)
Monetary unit: Euro (EUR)
Internet domain: .be
Int. dialling code: +32

Key Tax Points

e Aresident company is liable for Belgian resident corporate tax on its worldwide profits (with Belgian tax relief for eligible
foreign-source profit). A non-resident company, i.e. a legal branch or permanent establishment, is liable for Belgian non-
resident corporate tax levied on Belgian-source income only.

e Capital gains are normally treated as ordinary business income and are taxable at the normal corporate tax rates, be it that tax
exemptions and roll-over tax relief are available if certain conditions are met.

e Belgian tax law comprises controlled foreign company (CFC) legislation as of 2019.

e Belgian tax law comprises group relief for corporate tax purposes as of 2019. In addition and subject to certain conditions,
separate taxable persons can form a VAT unit and hence be considered as a single taxable person for VAT purposes.

e The standard Belgian withholding tax rate applicable to dividend, interest or royalty income is 30%. However, both Belgian
domestic tax law and double tax treaties concluded by Belgium comprise numerous withholding tax exemptions that can be
claimed by various investors, mainly non-residents and financial institutions.

e Anindividual resident in Belgium is liable for progressive personal income tax rates that apply to worldwide income. Qualifying
foreign-source income can be eligible for a Belgian personal tax exemption with progression reserve if conditions are met.

e Belgian tax law does not comprise asset tax nor a general capital gains taxation for individuals.

e Belgium had a very tax-attractive expatriate tax regime for foreign executives who are temporarily working in Belgium after
being seconded to Belgium or being recruited outside Belgium. However, as of 1 January 2024, tax concessions are no longer
applicable to these expats as they are now considered Belgian tax residents, as opposed to the old favourable regime.

e Belgium has a very extensive tax treaty network and a very active tax treaty policy.

e Belgium has a very active upfront tax ruling practice. No-name pre-filing meetings with the Belgium tax ruling commission are
common practice.

e Taxable persons performing supplies of goods or services have to charge 21% VAT on these supplies unless these transactions
are subject to a reduced rate, ‘exempt’ from VAT, ‘outside the scope’ of VAT or subject to ‘reverse charge’.

A. Taxes Payable

Company Tax

A resident company is liable to corporation tax on its worldwide profits. A company is resident in Belgium if its registered office or
centre of management is situated in Belgium. The place of incorporation is irrelevant.

The standard Belgian corporate tax rate is 25%. A small or medium-sized company is subject to 20% corporate tax on the EUR
100,000 fraction of the taxable basis subject to certain conditions.

A company with tax residence outside Belgium that has a legal branch or permanent establishment in Belgium is subject to the
same Belgian corporate tax rate of 25% (or the reduced tax rate if the conditions are met), be it on Belgian-source income only.

A company with tax residence outside Belgium that has no legal branch or permanent establishment in Belgium is basically only
subject to Belgian non-resident corporate tax on income derived from Belgium based real estate. In addition, Belgian-source
dividend, interest or royalty income is subject to 30% Belgian withholding tax. However, it is very likely that either a reduced tax
treaty rate or even 0% withholding tax applies at the level of a non-resident beneficiary of this type of income.

To avoid a surcharge, tax must be paid in advance in quarterly instalments. For a taxpayer whose fiscal year runs concurrently with
the calendar year, the due dates for the advance tax payments are 10 April 2024, 10 July 2024, 10 October 2024 and 20 December
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2024. For tax year 2025 (taxable periods starting on or after 1 January 2024), the surcharge is 6.75%.

Global Minimum Tax

On 14 December 2023, Belgian parliament approved the draft bill implementing the Pillar Two minimum effective tax rate of 15%
for multinational enterprise groups or large domestic groups with consolidated annual revenues exceeding EUR 750 million. The
rules apply in particular to all MNE groups and large-scale domestic groups with annual consolidated revenues exceeding EUR 750
million in at least two of the last four fiscal years.

Effective for fiscal years starting on or after 31 December 2023, a Qualified Domestic Minimum Top-up Tax and an Income
Inclusion Rule are introduced. An Undertaxed Profits Rule will also apply for fiscal years starting on or after 31 December 2024.
The bill also introduces a Transitional Country-by-Country Reporting Safe Harbor Rule as well as a transitional Undertaxed Profits
Rule Safe Harbor for MNE Groups in the initial phase of their international activities.

As a next step, the bill will be published in the Belgian Official Gazette. Certain elements will be addressed by means of a Royal
Decree (e.g., model of QDMTT and IIR respectively UTPR return, modalities of UTPR levy, etc.). However, this has not yet been
published at the time of writing.

Capital Gains Tax

Capital gains are normally treated as ordinary business income and are taxable at the normal corporate tax rates. However, there
are exceptions such as realised capital gains on eligible shares which can be 100% tax-free if the Belgian participation exemption
(see further) is applicable. In addition, realised capital gains on business assets can be eligible for spread taxation —i.e. roll-over
tax relief — if, amongst others, the sales proceeds are timely reinvested in qualifying other business assets (including real estate).

Branch Profits Tax

There is no separate branch profits (remittance) tax in Belgium.

Value Added Tax (Vat)

VAT is a tax on 4 types of transactions: the supply of goods, the supply of services, the importation of goods from outside the EU,

and the acquisition of goods from another EU Member State (“intra-Community acquisition of goods”). In case these transactions

are deemed to take place in Belgium for VAT purposes, as a general rule 21% Belgian VAT will be due. However, many exceptions

to this main rule exist:

e Certain supplies are zero-rated (e.g. daily and weekly publications) or subject to 6% (e.g. food and water, hotel
accommodation, renovation of private dwellings, etc.), or 12% (e.g. restaurant and catering services);

e Certain supplies are VAT exempt (e.g. export of goods, intra-Community supplies of goods, social-cultural services, insurance,
some financial operations);

e For certain supplies, the liability to pay the Belgian VAT is shifted to the customer (reverse charge).

Although many of these exceptions stem from EU legislation, the relevant Belgian rules often have a different scope or are
interpreted differently by the Belgian VAT authorities (as is the case in most other EU Member States as well). It is therefore
advised to carefully examine the correct VAT treatment of the operations taking place in Belgium.

The VAT legislation is formalistic, and imposes various administrative and document retention requirements. Non-compliance with
these rules often leads to adverse VAT consequences, such as the rejection of input VAT deduction, the rejection of the application
of a VAT exemption (resulting to a VAT claim) or administrative penalties.

Businesses that are VAT registered in Belgium need to file periodical VAT returns and an annual client listing. Depending on the
type of transactions performed, possibly also intra-Community sales listings and Intrastat returns may need to be filed. As a
general rule, these returns and listings need to be filed on a monthly basis. The VAT returns and intra-Community sales listings
however only need to be filed on a quarterly basis if certain thresholds are not exceeded.

VAT should in principle be neutral for businesses, since a taxable person (even foreign businesses that are not VAT registered in
Belgium) can recover the input VAT on goods or services they have purchased. However, in practice this is not always the case, as
the business can be faced with:

e Non-recoverable VAT: In some cases, a taxable person cannot fully deduct the input VAT either due to the fact that it partly/
only performs activities that are out of scope or exempt from VAT or due to the fact that for certain types of costs no VAT
deduction is allowed.

e VAT pre-financing: There can be a significant timing difference between the moment the input VAT is paid and the moment
this input VAT is actually recovered.

e VAT penalties: Infringements on the VAT legislation (even minor ones) can lead to severe penalties.

e VAT administration costs: the costs associated with having a Belgian VAT registration, filing returns and listings, complying with
invoicing and bookkeeping requirements.

In many cases, the scenarios in which VAT can become a cost for a business can be avoided or optimised by careful planning. The
Belgian VAT legislation e.g. contains various simplification rules that, if applied correctly, can avoid the need to VAT register or to
pre-finance VAT.
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Local Taxes

Other than some minor and very specific local taxes that may apply to e.g. advertising, office furniture, producing copies, etc.,
there are no significant and general local taxes in Belgium.

Other Taxes:

Registration Duty

Registration duties are indirect taxes and are therefore applied on a transaction basis, in particular when a notary deed is
required. The tax rate can be different in either the Brussels Region, Flemish Region or Walloon Region. Transactions that are
subject to proportional registration duties include the transfer of legal title of real estate situated in Belgium. A registration duty
of 12% in the Flemish Region and of 12.5% in the Brussels Region and the Walloon Region applies to the price or market value

of the real estate (except in restructuring scenarios in which case an exemption can apply). However, as of 1 January 2021, the
registration duty applied to the price or market value of a family house in the Flemish Region has decreased to 3% if certain
formalities are met in due time. Subject to certain conditions, an exemption of registration duties is applicable on the first 175,000
EUR of a family home in the Brussels Region. And in the Walloon Region, a 6 or 5% registration duty is applied on modest homes
in certain cases.

In general, no Belgian registration duties are due when increasing the capital of a Belgian-based company.

Real Estate Withholding Tax

Owners of real estate located in Belgium pay real estate taxes on the deemed rental value — this is a fictitious, but fairly low
income — of their property. The applicable rate depends on the location and use of the property.

B. Determination Of Taxable Income

The taxable income of a Belgian company or Belgian permanent establishment is based on its Belgian GAAP accounting profit as
laid down in its annual accounts. This accounting profit is then adjusted for Belgian corporate tax purposes. We will list the main
tax adjustments here under.

Disallowed Expenses

Some accounting charges are not (fully) tax-deductible. The main disallowed expenses are as follows:

e Restaurant costs are only 69% tax-deductible;

e Reception costs and business gifts are only 50% tax-deductible;

e As of 2020 the tax-deductibility of both car and fuel costs are calculated as follows: 120% — [ 0,5% * fuel coefficient * CO?
emission rate ]
However, for non-emission-free cars, the tax deductibility will drop significantly in the upcoming years and will be reduced to
zero by 2026. Costs of zero-emission cars will be 100% deductible until then, but as from 1 January 2026 this tax deduction will
also be systematically reduced.

e Hospitalization insurance premiums are not tax-deductible;

e Meal voucher expenses are tax-deductible at EUR 2 per voucher if the employer’s fee does not exceed EUR 6.91 and the
employee contributes at least EUR 1.09.

Investment Allowance

Companies are entitled to “investment allowance” tax relief — called “investment deduction” — if conditions are satisfied.
Specifically, in the event of an investment in qualifying assets that are used for own business purposes, the taxpayer cannot only
amortise the asset for Belgian corporate tax purposes, but is also eligible for an additional tax deduction. Such tax deduction is
either:

e A one-off tax deduction applied to the total investment value, or;

e A spread tax deduction applied to the annual accounting amortization of the asset.

The actual percentage of the investment allowance depends on the type of investment. If the taxpayer at hand has insufficient
tax capacity in a given financial year to fully utilise the investment deduction, the excess deduction can in most cases be carried
forward without limitation in terms of time and amount. In addition, if conditions are met, an increased investment deduction is
available for, amongst others, the following types of investments:

e Energy-saving investments;

e Environmental-friendly R&D investments;

e Investments in safety measures;

e Investments contributing towards the re-utilisation of the packaging of beverages and industrial products.

This list is soon to be updated and periodically modified by the government in the context of a new tax reform (most probably as
of 2025).

Under the proposed new regime, there will be three categories of investment deductions, each using ‘fixed’ percentages :
e the ‘basic deduction’:

— 10%, applies only to natural persons and small companies

— 20% for ‘digital fixed assets’
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e the ‘increased thematic deduction’:
— 40% for natural persons and small companies
— 30% for other companies
— Applies to the following investments

e investments ‘in energy efficiency and renewable energy’

e investments ‘in carbon emission-free transportation’

e ‘environmentally friendly’ investments (other than energy or transport; the draft explanatory memorandum mentions
as examples ‘smoke extraction systems installed in a catering establishment’ and investments in ‘increased economical
use of water’)

e ‘supporting digital’ investments (i.e., investments ‘related’ to the three aforementioned investments).

e and the ‘technology deduction’:
— 13.5% for one-time deduction
— 20.5% for staggered deduction.

Depreciation

Generally, all tangible and intangible business assets owned by the company and whose value diminishes over time, are
depreciable for both Belgian GAAP and corporate tax purposes. As of 1 January 2020, degressive amortisation of newly obtained
fixed assets is no longer allowed for tax purposes.

Stock / Inventory

Stocks should be valued at the lower of acquisition cost or year-end market value. The most common acceptable valuation
methods are actual cost, FIFO and weighted average. The Belgian tax authorities require that the method chosen is justified and
applied consistently.

Capital Gains And Losses

Capital gains are treated as ordinary business income and are therefore taxable at normal corporate tax rates. However, there are

a few exceptions:

e Revaluation gains are tax-free provided that they remain recorded on a specific “intangible account” of the company’s
balance-sheet;

e As explained above, under certain conditions roll-over tax relief is granted for eligible realised gains on business assets;

e Realised capital gains on shares are tax-free if the underlying dividends qualify for the Belgian participation exemption (see
below). There is however one exception to this rule: if the shares are not held for at least one year then 25% Belgian capital
gains tax is due.

Capital losses are tax-deductible if they relate to fixed assets used for business purposes. Both unrealised (i.e. impairments
recorded for Belgian GAAP purposes) and realised capital losses on shares are not tax-deductible. However, capital losses on
shares realised upon the liquidation of a subsidiary are tax-deductible up to the value of the capital actually paid-up by the
Belgian corporate shareholder.

Dividend Income - Participation Exemption

A corporate shareholder can apply a 100% Belgian participation exemption for a shareholding of at least 10% or with an
investment value of at least EUR 2.5 million in the distributing company. Also, the Belgian shareholder needs to hold this
minimum shareholding for an uninterrupted period of at least one year, before or after the dividend distribution date. In addition,
the dividend distributing subsidiary should be subject to normal taxation. Subsidiaries based in the EU are deemed to anyhow
meet this subject-to-tax test.

Note that the participation exemption cannot be applied if the dividend distributing company can deduct the distributed dividend
amount from its taxable basis and if the overall business structure is “artificial”, i.e. lacks relevant substance.

If the taxpayer at hand has insufficient tax capacity in a given financial year to fully utilize the participation exemption, the excess
can be carried-forward without limitation in terms of time and amount.

Interest Deductions

At arm’s length interest expenses are fully tax-deductible. However, Belgian tax law provides for three specific thin capitalisation

rules:

e A 1:1 debt-equity ratio applies to loans granted by individual directors and shareholders to the company;

e Ab5:1 debt-equity ratio still applies to loans granted by related companies prior to 17 June 2016 and by lenders based in a tax
haven (this is the so-called thin-capitalisation rule). However, the 5:1 thin capitalisation rule does not apply in the event of a
genuine “finance centre” transaction between related companies that are not based in a tax haven.

e As of tax year 2020, a 30% fiscal EBITDA rule or interest deduction limitation rule has become applicable. In this respect, any
arm’s-length “exceeding borrowing cost” is, as a rule, only deductible up to the higher of maximum 30% of the taxpayer’s
EBITDA or EUR 3 million. In case the company is related with other Belgian based group affiliates, the thresholds need to be
considered on a consolidated basis.

PKF Worldwide Tax Guide 2024/25 91



Notional Interest Deduction (Nid)

The notional interest deduction (NID) is a unique Belgian tax deduction. NID is a deduction for Belgian corporate tax purposes only
and thus does not require any Belgian GAAP accounting entries or any cash-out cost. NID applies to basically all Belgian corporate
taxpayers, regardless of the nature of their business. In essence, to have an equal treatment between the equity-funding and
debt-funding of a Belgian company or permanent establishment, NID comes down to a corporate tax deduction of a “notional
—i.e. fictitious — interest” expense that is deemed to arise for tax purposes only. The basis for the tax deduction is the average

5 year increase of the company’s qualifying Belgian GAAP net equity while the interest rate is determined in function of the
market interest rates. Small and medium-sized companies are entitled to an additional 0.5% NID rate. As market interest rates are
currently low, the current (i.e. tax year 2023 — financial year 2022) NID of 0.443% is only applicable for small and medium-sized
companies.

However, the federal government has decided, as part of the 2023-2024 budget, to cancel the notional interest deduction for
taxable periods ending as per 31 December 2023. However, the carried forward deduction from previous years can still be used.

Innovation Deduction

The patent income deduction (PID) regime was a tax-attractive rule providing for an 80% corporate tax exemption of at arm’s-
length patent income.

Note however that the PID has been abolished with a phase-out period until 30 June 2021.

However, meanwhile the so-called Innovation Deduction tax regime has been introduced as an alternative for PID. The Innovation

Deduction has the following features:

e In essence, the Innovation Deduction is an 85% corporate tax deduction of net income derived from qualifying IP whose
underlying R&D activities were carried on by the Belgian taxpayer. Hence, the deduction is now based on net income instead
of gross income.

e The scope of qualifying IP is much broader than for PID since also income derived from, amongst others, data and market
exclusivity rights and eligible software is included.

e As of 2024, income from certain Belgian patents will no longer be eligible for the deduction for innovation income. Only
European or international patents will be covered. However, an exception is provided for small companies.

¢ Non-utilised Innovation Deduction can be carried-forward to a subsequent financial year without limitation in time or amount;

e Also realised capital gains on the IP can benefit from Innovation Deduction tax relief;

e The Innovation Deduction can already be applied as of the financial year in which the IP approval request is filed.

e Finally, the ‘Nexus’ approach ensures that only income derived from qualifying IP for which R&D activities were performed
by the Belgian company is eligible for the innovation deduction. Therefore, some companies might need to review their
operational structure in order to make full use of this incentive.

Losses

Tax losses can be carried forward indefinitely, i.e. without limitation in terms of time and amount. A carry-back of tax losses is

in principle not allowed. However, tax losses may forfeit in the event of a purely tax-driven change of control at the level of the
Belgian company with tax losses. Furthermore, when a Belgian company with tax losses is part of a tax-free business restructuring
(like e.g. a merger), the tax losses carry-forward may only survive the tax-free reorganisation on a pro rata basis.

Furthermore, if a company or a permanent establishment has a taxable basis exceeding EUR 1 million, a maximum of 70% of
the part of the taxable basis exceeding EUR 1 million can be offset against tax losses carried-forward, whereas 30% is effectively
subject to corporate tax. However, there is no limit to the deduction of losses during the first 4 financial years of an SME.

Foreign Source Income

Belgian tax law comprises controlled foreign company (CFC) legislation as of 2019. However, CFC legislation only applies if the
overall business set-up is deemed to be artificial, i.e. lacks genuine local substance and is not at arm’s length.

C. Foreign Tax Relief

The following Belgian foreign tax relief rules apply:

e Income derived from tax treaty sources (a permanent establishment or real estate based in a tax treaty country) is completely
tax-free for Belgian corporate tax purposes;

e Definitive tax losses of permanent establishments situated outside Belgium, but within the EEA, are deductible from Belgian
source profits (be it that a future claw-back rule may apply);

e Foreign-source dividend income can be eligible for the Belgian participation exemption (see above);

e Foreign-source interest and royalty income can be eligible for a Belgian foreign tax credit if that income was subject to foreign
withholding tax or if a tax sparing clause laid down in a tax treaty concluded with Belgium applies.

D. R&D Tax Credit

Companies that invest in patents and/or environment friendly research and development (R&D) investments can benefit from a
tax credit. The tax benefit is not granted in the form of a deduction from the taxable result, but a tax reduction is applied to the
corporate income tax payable. If an assessment year produces no or insufficient tax to offset the R&D tax credit, the non-offset tax
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credit shall be carried forward successively to the next four assessment years.

If after set-off against the tax of five consecutive assessment years, a portion of the R&D tax credit relating to that assessment
year cannot be set off, this portion is reimbursed.

The rate is calculated on the basis of the investment deduction: this is the acquisition or investment value of the assets multiplied
by the rate of the investment deduction. A distinction is made between the increased and the spread investment deduction. The
calculation base is multiplied by the nominal corporate tax rate.

Companies that opt for the R&D tax credit can never again apply the investment deduction for patents and environment friendly
investments in R&D (both one-off and spread).

E. R&D Wage Withholding Tax Incentive

Universities, colleges, scientific institutions and companies can benefit from an exemption of 80% of the withholding tax on
salaries of certain researchers employed in research or development projects or programmes. Companies can only benefit from
this withholding tax incentive for their researchers who hold a master degree in certain scientific disciplines. Bachelor degrees in
certain scientific disciplines also qualify. The total amount of the exemption for bachelors is limited to 25% of the amount of the
exemption for master degrees within the company.

A company can deviate from this diploma requirement if it qualifies as a Young Innovative Company (“YIC”). AYIC is a small
enterprise that exists for less than 10 years. It carries out research projects and has incurred expenses in the area of R&D that
represent at least 15% of the total costs of the previous taxable period.

These YICs can make use of the exemption for academic staff. Scientific personnel is defined as researchers, research technicians
and research and development project managers, excluding administrative and commercial personnel.

F. Corporate Groups

As of 2019, Belgian tax law features group relief for corporate tax purposes. This regime makes it possible — between qualifying
affiliated companies — to transfer profits from a profitable company to a loss-making company so that the loss of the latter
company can be compensated. This is a mere fiscal operation.

However, in order to benefit from this scheme, strict conditions must be met:

e There must be a long-term relationship between the two companies. Consolidation is only possible between a parent
company and a subsidiary company or between two sister companies of the same group. There must also be a direct
participation of at least 90% (or via the parent company) for five uninterrupted years.

e There must be a loss in the current financial year. Therefore, no losses carried forward can be compensated.

e An agreement must be made between the affiliated companies. This agreement stipulates that the profitable company
makes a group contribution to the loss-making company. The profitable company will pay a lower corporate tax. However, the
profit-making company must still pay a compensation (its tax benefit) to the other company. This fee is not tax deductible, but
obviously not taxable at the level of the loss-making company.

e Some companies are always excluded, such as investment companies.

G. Related Party Transactions

Transactions with group companies must be conducted on an arm’s-length basis, i.e. the prices applied must be set as if the
parties involved were genuine independent third-party companies, taking into account the normal market prices for similar
transactions in identical or similar circumstances.

For Belgian tax purposes, transfer pricing documentation is only mandatory if the following conditions are satisfied in the hands
of a group with a presence in various countries. Specifically, every Belgian tax resident affiliate of a multinational Group which
exceeds one of the below criteria in the financial year preceding its most recently closed financial year according to its Belgian
GAAP annual accounts on a non-consolidated basis should file both a Local File and a Master File in Belgium:

e Gross operational and financial turnover (excluding one-off transactions) exceeding EUR 50 million;

e Balance sheet total exceeding EUR 1 billion;

e Average personnel exceeding 100 full-time equivalents.

In summary, the Group Master File should give an overview of the multinational Group as such. The Local File shares more
information about the nature and activities of the Belgian affiliate.

It should be noted that Belgium requires the Local File and Master File to be submitted in specific forms, which need to be
submitted in XML format. The information to be included in the Local File form and the Master File form is to a large extent in
line with the OECD recommendations. However, the Local File form requires additional information (e.g. segmented financials).
It is also recommended to attach the Local File documentation to the Local File form to give further insight on the information
provided in the Local File form.

In case the Group has a consolidated revenue exceeding EUR 750 million in the year prior to the reporting year, a Country-
by-Country (“CbC”) reporting obligation will have to be met. This CbC report will, in principle, have to be filed by the parent
company of the Group in the country of which said parent company is a tax resident. However, in some cases, a Belgian tax
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resident company of the Group can be obliged to file the CbC report in Belgium. Every Belgian tax resident company of a “large”
multinational Group will in any event have to inform the Belgian tax authorities of the identity of the company that will file the
CbC report, i.e. by filing a CbC-notification form. A new CbC notification in Belgium is only required if the data laid down in a prior
CbC-notification form changed.

H. Withholding Tax

According to Belgian domestic tax law, in principle 30% withholding tax is due on dividend, interest and/or royalty income that
is attributed or made payable by the company. However, Belgian tax law comprises numerous withholding tax exemptions,
especially for corporations, banks and non-residents.

Also, pursuant to tax treaty rules there may be Belgian dividend, interest and royalty withholding tax mitigation and relief. This

includes:

e 0% Belgian dividend withholding tax if the shareholder resides in the EU or in a tax treaty country and has a minimum 10%
shareholding for at least 1 year in the Belgian subsidiary;

e 0% Belgian interest or royalty withholding tax if the beneficiary resides in the EU and has a direct or indirect minimum 25%
shareholding for at least 1 year in the Belgian company;

e 0% Belgian royalty withholding tax based on many tax treaties concluded by Belgium.

I. Exchange Control

There are no exchange controls in Belgium.

J. DAC 6: Eu Mandatory Disclosure Rules

In light of the increased attention to address tax evasion at an international level, the EU introduced DAC 6 in relation to cross-
border tax arrangements which came into force in Belgium as from 25 June 2018.

This directive envisages to tackle cross-border aggressive tax structures or “arrangements” and therefore to improve tax fairness
and transparency. An arrangement should concern more than one EU Member State or an EU Member State and a third country.

These tax structures or arrangements must be identified to the government if certain conditions, the so-called “hallmarks”, are

met. In this respect, the hallmarks cover a wide range of arrangements and are classified into five categories:

e Category A: refers to confidentiality imposed on clients, contingent fee arrangements and mass marketed type arrangements;

e Category B: refers to planning for loss utilisation after acquisition of a loss-making company, converting income into an item
that is exempt or taxed at a lower rate and circular or self-cancelling transactions;

e Category C: refers to cross-border payments where there is a deduction/non-inclusion outcome, a preferential tax treatment
for the recipient and other transactions that exhibit a mismatch;

e Category D: refers to transactions intended to circumvent transparency-reporting rules or hide beneficial ownership;

e Category E: refers to the use of unilateral safe harbour rules, transfer of hard-to-value intangibles and transfer of assets/
functions/risks where a taxpayer’s annual EBIT is reduced by at least 50%.

It should be noted that for certain categories also a ‘main benefit test’ is applicable. This test is met if it can be established —
taking into account all relevant facts and circumstances — that the main benefit or one of the main benefits of entering into such
an arrangement is to obtain a tax advantage.

The reporting obligations lie mostly with the intermediary. However, under specific circumstances, the obligation can fall on the
taxpayer. In this respect, reporting should be made within 30 days.

Finally, non-compliance with a reporting obligation could result in certain penalties varying from EUR 1,250 to EUR 100,000
depending on the case at hand.

K. DAC 7: Digital Platform Reporting And Joint Audtis

In March 2021 the Council of the European Union adopted new transparency rules in the field of taxation under the Directive on
administrative cooperation (DAC). In broad terms these new rules - known as DAC 7 - introduce:

e Reporting obligations for digital platform operators towards the tax authorities and sellers active on the platform;

e Alegal framework to enable joint audits between two or more EU member states;

e Automatic exchange of information on royalties within the EU, creating a game changer for tax transparency in Europe.

In Belgium, the impact will be immediate, as some governments have already imposed reporting obligations on digital platform
operators.

As a precursor to the DAC7 initiative, the Belgian legislator already introduced certainreporting obligations for digital platform
operators at the start of 2021. The transposition of DAC 7 by law of 21 December 2022 replaces these rules as of 1 April 2023.

In particular, Belgian and foreign operators of digital platforms through which services with a Belgian nexus (i.e., any link with
Belgium) are provided by an individual will be subject to these DAC7 reporting obligations in Belgium. However, it is irrelevant
whether the service provider acts in a professional capacity or as a private person. Specifically, the following activities are
targeted: (i) the rental of real estate; (ii) the provision of personal services, (iii) the sale of goods, and (iv) the rental of any means
of transport.
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In particular, platform operators must perform due diligence on information obtained from sellers on their platform by the end of
the calendar year. For 2024, this due diligence process must be concluded by 31 December 2024.

Additionally, platform operators are obliged to report the relevant data to the Belgian tax authorities. The reporting for a given
calendar year should be completed by 31st January of the following year. For 2023, this reporting obligation is therefore due by 31
January 2024.

However, for sellers registered on the platform before 1 January 2023, platform operators have an extra year to meet the due
diligence requirement, extending the deadline to 31 December 2024.

Regarding the reporting obligation, if the platform operator has opted for the due diligence extension, information about sellers
within the extension’s scope must be reported by 31st January of the year following the second reporting period. For instance,

a reportable seller registered before 1 January 2023 and subject to the due diligence extension, should be included in the report
due by 31 January 2025.

L. Personal Tax — Expatriate Tax Regime

An individual resident in Belgium is subject to progressive personal income tax rates (maximum 50%) on his worldwide income.
There is no general capital gains taxation for individuals. Only in very specific circumstances can an individual be subject to capital
gains taxation. A non-resident individual is subject to progressive personal tax rates on his Belgian-source income only. There is no
asset tax under Belgian tax law.

However, Belgian tax practice includes a tax-efficient expatriate tax regime since 1983. This expatriate tax regime was replaced

by a new special tax regime as of 1 January 2022.The main objective of this new special tax regime remais to lower the overall

payroll cost at the level of the employer and to optimise the net-in-hand salary at the level of the expatriate. If they met all the

conditions, an expatriate — although temporarily living with his/her family in Belgium — was considered to be a non-resident for

Belgian personal income tax purposes under the old regime. As from 1 January 2024, however, expatriates will be subject to the

regular tax residency rules, which entails several consequences:

1. They will have to report their worldwide income in Belgium, including all personal income earned or located outside Belgium.

2. They will have to comply with all administrative and reporting requirements imposed on Belgian resident taxpayers (such as
reporting of real estate located outside of Belgium, reporting of foreign bank accounts, tax on stock exchange transactions and
tax on securities accounts).

The benefits of the Belgian expatriate tax status are twofold:

e The 30% rule has been implemented, i.e. on top of the base salary up to 30% of tax-free allowances may be granted (but
capped at EUR 90,000);

e In addition to the 30% rule, three other types of expenses are accepted as reimbursement of expenses proper to the
employer:
— Costs of moving to Belgium;
— Costs incurred for the furnishing of the residence in Belgium;
— School costs (for children from school age, in a private or international school).

M. Treaty And Non-Treaty Withholding Tax Rates

Dividends Interest Royalties
(%) (%) (%)

Non-treaty countries 0/15/30 0/30 30
Treaty countries:
Albania 0/5/15 5 5
Algeria 0/15 0/15 5/15
Argentina 0/10/15 0/12 3/5/10/15
Armenia 0/5/15 0/10 8
Australia 0/15 10 10
Austria 0/15 0/15 10
Azerbaijan 0/5/10/15 10 5/10
Bahrain 0/10 0/5 0
Bangladesh 0/15 0/15 10
Belarus 0/5/15 0/10 5
Bosnia-Herzegovina 0/10/15 15 10
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Dividends Interest Royalties

(%) (%) (%)
Brazil 0/10/15 0/10/15 10/15/20
Bulgaria 0/10 0/10 5
Canada 0/5/15 0/10 0/10
Chile 0/15 5/15 5/10
China 0/5/10 0/10 7
Croatia 0/5/15 0/10 0
Cyprus 0/10/15 0/10 0
Czech Republic 0/5/15 0/10 5/10
Democratic Republic of Congo 0/5/10 0/10 10
Denmark 0/15 0/10 0
Ecuador 0/15 0/10 10
Egypt 0/15/20 15 15/25
Estonia 0/5/15 0/10 5/10
Finland 0/5/15 10 5
France 0/10/15 15 0
Gabon 0/15 0/15 10
Georgia 0/5/15 0/10 5/10
Germany 0/15/25 0/15 0
Ghana 0/5/15 0/10 10
Greece 0/5/15 0/5/10 5
Hong Kong 0/5/15 0/10 5
Hungary 0/10 0/15 0
Iceland 0/5/15 0/10 0
India 0/15 10/15 20
Indonesia 0/10/15 0/10 10
Ireland 0/15 15 0
Israel 0/15 15 10
Italy 0/15 0/15 5
Ivory Cost 0/15/18 0/16 10
Japan 0/5/15 10 10
Kazakhstan 0/5/15 0/10 10
Korea 0/15 0/10 10
Kosovo 0/10/15 15 10
Kyrgyzstan 15 0/15 0
Kuwait 0/10 0 10
Latvia 0/5/15 0/10 5/10
Lithuania 0/5/15 0/10 5/10
Luxembourg 0/10/15 0/15 0
Malaysia 0/15 10 10
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Dividends Interest Royalties

(%) (%) (%)
Malta 0/15 0/10 0/10
Mauritius 0/5/10 0/10 0
Mexico 0/10 0/5/10 10
Moldova 0/15 0/15 0
Mongolia 0/5/15 0/10 5
Montenegro 0/10/15 0/15 10
Morocco 0/6.5/10 0/10 10
Netherlands 0/5/15 0/10 0
New Zealand 0/15 10 10
Nigeria 0/12.5/15 125 125
North Macedonia 0/5/15 0/10 10
Norway 0/5/15 0/15 0
Pakistan 0/10/15 0/15 0/15/20
Philippines 0/10/15 0/10 15
Poland 0/10 0/5 5
Portugal 0/15 15 10
Romania 0/5/15 0/10 5
Russia 0/10 0/10 0
Rwanda 0/15 0/10 10
San Marino 0/5/15 0/10 5
Senegal 0/15 15 10
Serbia 0/10/15 15 10
Seychelles 0/5/15 0/5/10
Singapore 0/5/15 10 5
Slovak Republic 0/5/15 0/10 5
Slovenia 0/5/15 0/10 5
South Africa 0/5/15 0/10 0
Spain 0/15 0/10 5
Sri Lanka 0/15 0/10 10
Sweden 0/5/15 0/10
Switzerland 0/10/15 0/ 10 0
Taiwan 0/10 0/10 10
Tajikistan 0/15 0/15 0
Thailand 0/15/20 0/10/25 5/15
Tunisia 0/5/15 0/5/10 11
Turkey 0/15/20 0/15 10
Turkmenistan 0/15 0/15 0
Ukraine 0/5/15 0/2/10 0/10
United Arab Emirates 0/5/10 0/5 0/5
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Dividends Interest Royalties

(%) (%) (%)
United Kingdom 0/10 0/10 0
United States 0/5/15 0/15 0
Uruguay 0/5/15 0/10 10
Uzbekistan 0/5/15 0/10 5
Venezuela 0/5/15 0/10 5
Vietnam 0/5/10/15 0/10 5/10/15
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Belize

Member Firm

Contact Information

Belize City Jose A. Bautista +501 227 7428
jbautista@pkfbelize.com

Basic Facts

Full name: Belize
Capital: Belmopan
Main languages: English
Other languages Spanish, Kriol, Garifuna, Maya (Kek'Chi), Maya (Mopan), Maya (Yucatec),
Plautdietsch, Cantonese
Population: 415,647 (2024 estimate)
Monetary unit: Belize Dollar (BZD)
Internet domain: bz
Int. dialling code: +501

Key Tax Points

e Income tax is levied on the gross revenue receipts (sales) of companies at rates set out from time to time in the Ninth
Schedule to the Income and Business Tax Act.

e A general sales tax (GST) applies to the supply of goods and services at a standard rate of 12.5%. Certain supplies are
exempted or zero-rated. Registered businesses can set off their input GST (GST paid to suppliers) against their output GST (GST
charged to customers).

e Other local taxes apply including stamp duty, land and property taxes, customs duties, excise duties, environmental tax, vehicle
licenses, and trade license.

e Personal income tax is chargeable at a flat rate of 25% on persons employed in Belize.

e Belize has double taxation agreements with Austria, Switzerland, the United Arab Emirates, the United Kingdom, and the
countries of the Caribbean Community (CARICOM).

A. Taxes Payable

Company Tax

Income tax is imposed on the chargeable income of any person accruing in or derived from Belize or elsewhere. The definition
of “person” in the Income and Business Tax Act (IBTA) includes a firm, a branch, an individual and any body of persons, whether
incorporated or not.

As from 1 January 2020, income tax is not payable on the chargeable income of a company, other than a company engaged in
petroleum activities (subject to 40% on net profit). Business Tax less allowable foreign tax credits remains in effect for all other
businesses.

Income tax is imposed at a rate of 0% on chargeable income. As from 1 January 2020, all companies, including international
business companies (IBCs), are subject to business tax on their worldwide income in accordance with the rates of the ninth
schedule, less allowable foreign tax credits.

Designated processing area (DPA) companies are subject to income tax of 1.75% on chargeable income exceeding BZD 3 million
and 3% on income less than BZD 3 million.

International Business Companies (IBCs)

An IBC is a limited liability company incorporated under the International Business Companies Act. As from 1 January 2019, an IBC
can carry on business with persons resident in Belize, hold an interest in real property situated in Belize including a lease and hold
shares in locally incorporated companies.

The Income and business tax Act (IBTA) Amendments of December 2019 effectively abolish corporate income tax for all domestic

companies and IBCs and impose a new business tax of 5% on passive foreign-source income, including dividends, interest,

royalties and capital gains. Despite the lack of a corporate income tax, the business tax regime remains in effect for all domestic

companies and IBCs, including any of an IBC’s receipts that are derived in Belize and those receipts not related to a trade,

business, profession or vocation carried on in Belize. The business tax will not apply to an IBC provided that:

e itis aresident of a foreign country and that foreign country is not on the EU list of non-cooperative jurisdictions for tax
purposes;
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e it has no permanent establishment (PE) in Belize; and
e it files an Annual Information Return (AIR) in the prescribed manner with the Belize tax authority.

The AIR filed with the tax authority needs to include information about the country where the IBC is tax resident and its beneficial
owners controlling 5% or more of the shares, as well as all direct and indirect legal and beneficial owners including information
about their tax residency. Once the AIR has been received, the tax authority will exchange the information provided with the
country where the IBC has its tax residency.

IBCs resident in Belize or in a foreign country that is on the EU list of non-cooperative jurisdictions for tax purposes and that have
no PE in Belize will be subject to business tax on their worldwide income at the rate applicable to the type of business according
to the ninth schedule of the IBTA.

General Sales Tax

Effective 1 July 2006, the ‘sales tax’ which was in force was repealed and replaced by a general sales tax (GST). GST is effectively a
value added tax, with tax becoming payable at each stage in the supply chain and with tax incurred on inputs being recoverable
by offset against output GST (the tax charged by a business to customers on taxable supplies). For GST purposes, “business” has
a very wide meaning and can include activities on which no profit is made. “Taxable supply” is a supply of goods and/or services
made in the course or furtherance of any business. Therefore, where a supply is not specifically exempted, it will be considered a
taxable supply.

Effective 1 April 2010, the rate of GST was increased from 10% to 12.5%. Exempt supplies of goods and services include:

e Certain financial services and gambling supply;

e Some supply of goods and services by an educational institution within the meaning of the Education Act;

¢ Medical, dental, hospital, optical and paramedical services, other than veterinary services and cosmetic surgery;

e Supply of residential accommodation or accommodation in a hotel or similar establishment;

e Public postal services, domestic public transport of passengers, lease of aircraft and maintenance services in connection with
the supply of public air transport;

e International transport of passengers or goods;

e Some supplies of services provided to diplomatic missions, international and regional organizations; and,

e Goods and services provided to the Government of Belize.

Providers of exempt goods and services are not allowed to charge GST to customers and cannot recover any GST paid on inputs.

Taxable supplies may be zero-rated (chargeable to tax at 0%) or standard-rated (chargeable to tax at 12.5%). Zero-rated items

include:

e Exported goods and services;

e Some food items for human consumption, water supply (other than bottled water) and some medicines and medical supplies
for human use;

e Some items and supplies for use in education; and,

e Some supplies connected with agriculture, livestock, birds and fish, crustaceans and molluscs.

Items not specifically exempted or zero-rated are considered to be standard-rated.

Other Local Taxes

These include:

e Stamp duty on certain transactions, including the transfer of property;

e Land and property taxes;

e Trade licence, motor vehicle licence and other taxes charged by local authorities; and,

e Customs, excise, environmental tax and other taxes charged by the Customs and Excise Department.

B. Foreign Tax Relief

Unilateral relief is granted to residents and non-residents from tax payable in Belize on any income that is also subject to
“Commonwealth income tax”.

“Commonwealth income tax” is income tax charged under any law in force in a Commonwealth country or Crown protectorate
(other than the United Kingdom for which there are special provisions) whose laws provide similar relief for Belize tax on income
subject to tax under its laws.

The IBTA does not specifically provide for relief for foreign taxes paid in a non-Commonwealth, non-treaty country.
C. Withholding Taxes

e 15%: Dividends paid to non-residents;

e 15%: Interest paid to non-residents;

e Royalties paid to a non-resident are exempt and therefore business tax must not be withheld;

e 25%: Management fees, rental of plant and equipment and charges for technical services paid to non-residents.

D. Foreign Exchange Control

The Foreign Exchange Control Act provides that only the Central Bank of Belize and authorised dealers may deal in foreign
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currencies. A foreign exchange permit must first be obtained from the Central Bank for all remittances of foreign exchange,
including the payment of goods and services procured outside Belize. Central Bank approval is also required to secure and repay a
loan outside Belize denominated in a foreign currency.

E. Personal Tax

The rate of tax on chargeable personal income is a flat rate of 25%, with a standard tax credit deduction of BZD 100 available to all
residents.

Belizean workers earning less than BZD 26,000 per year pay no personal income tax.

F. Treaty And Non-Treaty Withholding Tax Rates

Belize has double taxation agreements with the United Kingdom, Austria, and the countries of the Caribbean Community
(CARICOM). Tax information agreements have been signed with Mexico, Poland and South Africa. Belize enacted legislation in
2017 to give effect to the Convention on Mutual Administrative Assistance in Tax Matters to provide for the implementation of the
obligations of Belize arising under the Convention with respect to the standard of automatic exchange of financial information in
tax matters to give effect to the Multilateral Competent Authority Agreement, to give effect to the Common Reporting Standard
and matters incidental thereto. The signatories to the Convention are the member states of the Council of Europe and member
countries of the Organization for Economic Co-operation and Development (OECD).

Interest® Royalties?®

Individuals, Qualifying (%) (%)
companies (%) companies (%)

Treaty countries:

Austria 15 52 0 0

CARICOM! 0 0 15 15

Switzerland* =~ - - -

United Arab Emirates 0 0 0 0
United Kingdom 0 0 -- 0
Notes:

1. Belize is a signatory to the 1994 CARICOM income tax treaty. Countries that have ratified the treaty: Antigua and Barbuda,
Barbados, Belize, Dominica, Grenada, Guyana, Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines and
Trinidad and Tobago.

2. The 5% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of the
capital of the dividend-paying company.

3. There is no withholding tax. However, business tax must be deducted on payments of dividends and interest on loans paid
to non-residents at the rate of 15%. Royalties received by a non-resident are exempt and therefore business tax must not be
withheld. Business tax must be withheld at a 25% rate on payments to non-residents of management fees, rental payments
for plant or equipment and charges for technical services. However, business tax must not be withheld on commissions paid to
non-residents.

4. The 1963 treaty between the United Kingdom and Switzerland was extended to Belize by an exchange of notes. It only applies
to income tax and not to business tax. Also, certain articles of the treaty, including those applicable to interest and dividends,
do not apply.
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Benin

City Name Contact Information

Porto-Novo Stefaan De Ceulaer +44 20 3691 2511
Stefaan.deceulaer@pkf.com

Basic Facts

Full name: Republic of Benin
Capital: Porto-Novo
Main languages: French
Population: 14 million (2024 estimate)
Monetary unit: West African CFA Franc (XOF)
Internet domain: .bj
Int. dialling code: +229

Key Tax Points

e The standard corporate income tax rate is 30%.

e VAT is levied at a standard rate of 18%.

e Losses may generally be carried forward for up to 5 years. Loss carry-back is not allowed.

e Dividends paid to non-resident companies are subject to a 5% final withholding tax on the gross amount (15% before 2022),
subject to the application of a double tax treaty.

e Interest derived by a non-resident company is subject to a 15% final withholding tax on the gross amount, subject to the
application of a double tax treaty. Reduced withholding tax rates are in place.

e Copyright royalties, patent royalties, and any other kinds of royalties, paid to non-resident companies are subject to a 12%
final withholding tax rate on the gross amount, subject to the application of a double tax treaty.

e Remuneration for technical assistance and management fees paid by Benin resident companies to non-resident companies is
subject, effective from 1 January 2023, to a final withholding tax at a rate of 20% of the gross payment (12% before that date).

A. Taxes Payable

Company Tax

The standard corporate income tax rate is 30%. This rate is reduced to 25% for private schools, universities and professional
establishments, as well as for companies engaged in an industrial activity, with the exception of mining and petroleum companies
for which the rate is set by the mining or petroleum agreement.

A minimum lump-sum tax applies at the rate of 1% of the annual turnover (including receivables). The rate is increased to:
e 3% for building and public works enterprises; and
e 10% for real estate companies.

Capital Gains Tax
Capital gains realized on the disposal of business assets are regarded as ordinary income and are included in the taxable base.

As of 1 January 2022, real estate capital gains tax is levied on capital gains derived from the disposal of immovable property as
well as on capital gains from the sale of real estate companies’ shares (companies in which more than 50% of the assets are
composed of real estate) or mining titles.

BRANCH PROFITS TAX

Benin levies a branch profits tax on profits realized by a branch of a non-resident company which are subsequently remitted to the
foreign head office. The branch profits tax rate is 10%. Before 2022, the branch profits tax rate was set at an effective tax rate of
13.5%.

Value Added Tax (VAT)
VAT is levied at a standard rate of 18%.
B. Determination Of Taxable Income

Taxable income for corporate income tax purposes is determined on an accruals basis by aggregating the total profits derived
from business activities of all kinds carried on by a company (including gains from the transfer of assets) less deductible expenses
and exempt income.
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Commercial accounts prepared in accordance with the OHADA Accounting Standards (SYSCOHADA) are the starting point when
determining taxable income.

Deductible expenses need to meet the following conditions:

e areincluded in the expenses for the fiscal year during which they were incurred;

e areincurred in the direct interest of operations or are associated with the normal management of the enterprise;

e correspond to an actual expense;

e are supported by sufficient documentation, in particular standard invoices, without prejudice to the express exemptions
granted for certain activities by the Director General of Taxes;

e contribute to the generation of non-exempt income;

e resultin a reduction of the enterprise’s net assets;

e for amounts that give rise to withholding tax, provision of proof of payment of the corresponding amount withheld.

Expenses of any kind, of amounts greater than or equal to 100,000 FCFA cannot be paid in cash.

The portion of the headquarters overheads that subsidiaries and/or permanent establishments located in the Republic of Benin
are required to pay cannot exceed 10% of the taxable income prior to deduction of the expenses in question.

Technical assistance, accounting and financial expenses, the costs of studies and other similar costs, are only deductible within a
limit of 10% of the overheads if they are paid to a company that is not operated in the Republic of Benin.

Disallowed Expenses

Disallowed expenses include, among others:

e Dividends;

e Remuneration paid by an enterprise that does not disclose the identity and the address of the beneficiary;

e Cash expenses of any kind greater than or equal to FCFA 100,000;

e Expenses of all types concerning the practice of hunting or sport fishing, the use of pleasure boats, private aircraft or leisure
homes, and, more generally, all expenditure on luxuries, are not deductible, unless said activities constitute the company’s
main line of business;

e Fines, penalties and extra payments of all kinds charged to companies in respect of infringements of laws or regulations.

Depreciation

e The deduction of development costs must be spread over 4 years if the amount thereof exceeds 1,000,000 FCFA.

e Depreciation that is actually recognised in the accounts, within the limit of generally accepted amounts according to the
customary practices of each type of industry, commerce or operations, is deductible. The depreciation rates that are generally
accepted by the administration are defined by an order of the Finance Minister.

e The initial recognition value of the assets is the acquisition cost determined in accordance with the accounting rules. However,
estimated expenses that are still contingent are excluded from the basis for depreciation. These contingent expenses, which
are estimated when the asset is acquired, are deductible for their actual amount, as from the fiscal year during which they are
incurred. This deduction of expenses must be spread over 5 consecutive fiscal years using the straight-line method.

e The patents, licences and other intangible rights with a value of less than 1,000,000 FCFA and small machinery with a unit
value of less than 250,000 FCFA can be depreciated in full at the time of the acquisition thereof, if they are recognised as
overheads instead of non-current assets.

e The depreciation of passenger cars is only deductible for the fraction of their purchase price, including all taxes, that does
not exceed 25,000,000 FCFA. This limit applies to all vehicles that are registered in the category of passenger cars, where the
use of said vehicles does not constitute the primary purpose of the commercial or industrial enterprise. This limit also applies
to the portion of the lease payment paid by the lessee that corresponds to the depreciation recognised by the lessor for the
fraction of the purchase price.

e For finance leases, the finance lessee is only authorised to deduct the depreciation allowances for the non-current asset that
forms the purpose of the contract, as well as the associated financing costs.

e Accelerated depreciation can be applied to new equipment and tooling that meets the following two conditions:

— is used exclusively for industrial manufacturing, material handling, hotel, telephone, transportation or farming operations;
— has a useful life of more than 5 years.
For said equipment and machinery, the amount of the first depreciation annuity, calculated according to the normal useful
life, must be doubled, and said life then reduced by one year.

e Enterprises can depreciate their equipment and machinery using the declining-balance method, if said equipment and

machinery meets the following conditions:
— was purchased new for a unit value of at least 10,000,000 FCFA excluding VAT;
— can be used for more than 3 years.

e The declining-balance rate is obtained by adjusting the straight-line depreciation rate by a multiplier of:

— 1.5 when the useful life of the asset is 3 or 4 years;
— 2.0 when said useful life is 5 or 6 years;
— 2.5 when said useful life is more than 6 years.

e The amount of the first declining-balance depreciation expense is determined by applying the useful life rate, as defined
above, to the cost price of the non-current asset.

The starting point for calculating the declining-balance depreciation is the first day of the month of purchase or of recognition
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of the asset.

The subsequent depreciation expenses are calculated by applying the chosen depreciation percentage to the cost price of the

asset, minus the amount of the previous depreciation expenses.

When the amount of the declining-balance depreciation expense for a fiscal year becomes less than the result of dividing the

residual value by the remaining number of years, the enterprise may then recognise depreciation that is equal to said result.
e A specific table of the assets that are subject to declining-balance depreciation must be submitted with the annual tax return.

Interest Deductions

e The interest paid on loans and advances received is deductible in accordance with the general deductibility conditions for
expenses, and provided that the rates applied correspond to those of the market.

e However, the interest paid by a company or partnership to its shareholders or partners or to companies or partnerships in the
same group, including financial institutions, is only deductible within the limit of interest calculated at the reference rate of the
BCEAO (Central Bank of West-African states), increased by 3 percentage points, and provided that the share capital has been
paid up in full.

e The total amount of the net deductible interest owed annually in respect of all the debts incurred by an enterprise is limited to
30% of the earnings before interest, depreciation, amortization and provisions (EBITDA).

e The fraction of the interest that is not deductible immediately may be carried over and deducted in respect of subsequent
fiscal years, within the limit of 5 years.

e The above does not apply to interest that is paid or owed by financial institutions or by licensed insurance companies, which
must be recognised as an operating expense.

e Accrued interest on loans is deductible if the commitments to which they pertain have been honoured, within the meaning of
Instruction n°026-11-2016 of 15 November 2016 of the BCEAO.

e Shareholders’ or partners’ current accounts must be reimbursed within 5 years of the funds being made available, and the
company or partnership must not have undergone liquidation during that period. If this is not the case, the interest deducted
in respect of these amounts must be added back to the income for the 6th year or the year of liquidation.

Losses

A loss that is reported during a fiscal year is deemed to be an expense that is deductible from the taxable profit of the following
fiscal year.

If this profit is not sufficient for the deduction to be effected in full, the remainder of the loss must be carried forward successively
to the subsequent fiscal years until the 5th fiscal year that follows that during which the loss was first recognised.

In order to be eligible for carry-forward, the loss recognised during a fiscal year:

e must be substantiated;

e must not have already been offset from a tax standpoint;

e must be borne by the company, the substantive characteristics of which must remain unchanged.

Losses that are recognised in respect of a year during which the company is exempted from corporate income tax cannot be
carried forward. This provision is not applicable, however, to losses caused by the exemption provided for in Article 15 of the Tax
Code with regard to income from securities issued by the Republic of Benin, the Beninese public authorities and their branches.

An enterprise loses its right to carry forward losses when it fails to offset its losses against its first subsequent profit, even if that
profit is not absorbed in full by the oldest losses.

Depreciation that is deferred during a loss-making period from a tax standpoint is treated in the same way as ordinary losses.

C. Foreign Tax Relief

Benin domestic tax law does not contain any unilateral provisions for the avoidance of double taxation. However, with respect to
foreign-source dividends, interest and royalties, a double taxation relief method is applicable in the form of an exemption of 70%
of such income, subject to certain conditions.

D. Corporate Groups

There is no tax consolidation regime in Benin.

E. Related Party Transactions

For the assessment of the income tax or the corporate income tax owed by enterprises that are controlled by or that control
enterprises located outside of the Republic of Benin, profits that are indirectly transferred to said enterprises, either by increasing
or decreasing purchase or sales prices, or by any other means, must be added back to the results recognised in the accounts.

Indirectly transferred profits are determined by comparison with those profits that would have been generated in the absence of
a relationship of dependence or control.

Relationships of dependence or control are deemed to exist between two enterprises:

a) when one directly, or via an intermediary, holds the majority of the share capital or voting rights of the other or has de facto
decision-making power in that other enterprise; or
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b) when they are both placed, under the conditions defined in section a), under the control of the same enterprise or the same
person.

The condition of dependence or control does not apply when the transfer is effected with enterprises established in a foreign
State or in a territory located outside of the Republic of Benin, the tax treatment of which is favourable, within the meaning of
Article 30 of the Tax Code. For the application of this Article, persons are deemed to benefit from favourable tax treatment in the
State or territory concerned, if, in that location, they are not taxable or, in that location, they are liable to income tax, the amount
of which is less than % of the income tax to which they would have been liable under ordinary-law conditions in Benin, if they had
been domiciled or established in Benin.

Transfer pricing documentation

a) Enterprises that are controlled by or that possess the control of enterprises established outside of Benin, the annual turnover
of which or the gross assets of which exceed or are equal to one billion (1,000,000,000) FCFA are required to file, by electronic
means, an annual declaration of transfer prices by 30th April of each year at the latest.

b) TP documentation must also be submitted if, (i) at the end of the financial year, the company holds, directly or indirectly, more
than 50% of the capital or voting rights of a company established or incorporated in Benin or abroad, fulfilling the condition
mentioned in (a) above; or (ii) more than 50% of the capital or voting rights of the company is held, at the end of the financial
year, directly or indirectly, by a company fulfilling the condition mentioned in (a) above.

Country-By-Country (CbC) reporting

All enterprises established in Benin are required to file, within 12 months of the close of the fiscal year, solely by electronic
means, a country-by-country report, using a template defined by the administration, which shows the allocation of the profits, on
a country-by-country basis, of the group of related enterprises to which they belong, and the tax and accounting data, as well as
information on the place of performance of the activities of the enterprises that make up the group, where:

a) they hold, directly or indirectly, a sufficient interest in one or more enterprises such that they are required to prepare
consolidated financial statements in accordance with the accounting principles in force or would be required to so if their
shareholdings were listed on the stock market in Benin; and

b) they generated consolidated annual turnover excluding taxes that exceeds or is equal to 492 billion FCFA in respect of the
fiscal year that preceded the fiscal year concerned by the declaration; and

c) no other enterprise holds, directly or indirectly, an interest described in section (a) in the aforementioned enterprise.

All enterprises established in Benin are required to file the country-by-country report within the time-limit and in accordance with
the aforementioned methods and formats, where they:

a) are directly or indirectly held by an enterprise established in a State that does not require the filing of the country-by-country
report, and that would be required to file said report if it were established in Benin, or

b) are directly or indirectly held by an enterprise established in a State that is not included on the list provided for in this article
but with which Benin has signed a mutual assistance agreement for tax matters, or

c) were designated for this purpose by the group of related enterprises to which they belong and informed the tax administration
of this.

All enterprises that are established in Benin, which are directly or indirectly held by an enterprise established in a State included
on the list, and that are required to file a country-by-country report under the legislation in force in that State or that would be
required to file that declaration if they were established in Benin, are also required to file the declaration if a systemic deficiency
of the State of tax residence of the enterprise that directly or indirectly holds them was notified to the enterprise established in
Benin by the tax administration.

Where two or more enterprises established in Benin, which belong to the same group of related enterprises, fulfil the
abovementioned conditions, one of them may be designated by the group to provide the tax administration with the country-by-
country report, provided that the tax administration is informed that this filing aims to fulfil the obligation that all the enterprises
of the group of related enterprises that are residents of Benin are under for tax purposes.

F. Personal Tax

With effect from 1 January 2022, individuals are subject to personal income tax on wages and salaries at the following rates:

Taxable Income Rate (%)

Up to 60,000 0
60,001 - 150,000 10
150,001 - 250,000 15
250,001 - 500,000 19
Over 500,000 30
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G. Withholding Tax

e Dividends paid to non-resident companies are subject to a 5% final withholding tax on the gross amount (15% before 2022),
subject to the application of a double tax treaty.

¢ Interest derived by a non-resident company is subject to a 15% final withholding tax on the gross amount, subject to the
application of a double tax treaty. Reduced withholding tax rates are in place.

e Copyright royalties, patent royalties, and any other kinds of royalties, paid to non-resident companies are subject to a 12%
final withholding tax rate on the gross amount, subject to the application of a double tax treaty.

e Remuneration for technical assistance and management fees paid by Benin resident companies to non-resident companies is
subject, effective from 1 January 2023, to a final withholding tax at a rate of 20% of the gross payment (12% before that date).

H. Treaty Withholding Tax Rates

Interest Royalties .
Individuals, Qualifying ) (%) SErvices
companies (%) companies (%) (%)
Treaty countries:
Burkina Faso® 10 10 0/107 10 5/108
Cabo Verde® 10 10 0/10’ 10 5/102
France -2 -2 -3 -4 0
The Gambia® 10 10 0/10’ 10 5/108
Ghana® 10 10 0/107 10 5/108
Guinea® 10 10 0/10’ 10 5/108
Guinea-Bissau® 10 10 0/107 10 5/102
Ivory Coast® 10 10 0/107 10 5/108
Liberia® 10 10 0/10’ 10 5/108
Mali® 10 10 0/10’ 10 5/10%
Morocco® 5 5 10 10 10%°
Niger® 10 10 0/10’ 10 5/10%
Nigeria® 10 10 0/107 10 5/108
Norway 18 18 25 0° 0
Senegal® 10 10 0/107 10 5/102
Sierra Leone® 10 10 0/107 10 5/108
Togo® 10 10 0/107 10 5/102
WAEMU! 10 10 15 15 0
Notes:

1. West African Economic and Monetary Union (French acronym: UEMOA): member countries of the WAEMU are Benin, Burkina
Faso, Guinea-Bissau, Ivory Coast, Mali, Niger, Senegal and Togo.

2. Dividends are taxable in the state in which the dividend-paying company has its tax residence.

3. Interest is subject to tax in the country where the creditor has its tax residence but may also be taxed in the source country by
withholding at source.

4. (i) Royalties are not subject to tax under the tax treaty. However, royalties paid for the use of immovable property or for the
working of mines, quarries or other natural resources located in Benin shall be taxable only in Benin.
(i) Copyright royalties and proceeds or royalties from the sale or grant of licences for the use of patents, trademarks, secret
processes and formulae paid in Benin to a person having his fiscal domicile in France shall be taxable only in France. Such
royalties shall be deemed to include payments made for the hire of or for the right to use cinematographic films, similar
remuneration for the provision of information concerning industrial, commercial or scientific experience and rent received
for the use of or for the right to use industrial, commercial or scientific equipment, except where such equipment constitutes
immovable property, in which case (i) above shall apply.

5. Royalties are subject to tax only in the country of residence of the recipient.

Member State of the ECOWAS Treaty (Economic Community of West African States).

7. Interest shall be exempt from tax in the Member State where the interest arises if the recipient of the interest is the beneficial
owner and if the (i) payer or the recipient of the interest is the Government of the Member State itself, a public body, a

o
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political subdivision or local authority thereof or the central bank of a Member State; or (ii) interest is paid in connection with
a loan granted, approved, guaranteed or insured by the Government or the central bank of a Member State.
The term “interest” means income from debt claims of every kind, whether or not secured by mortgage and whether or not
carrying a right to participate in the debtor’s profits, and in particular, income from government securities and income from
bonds or debentures, including premiums and prizes attaching to such securities, bonds or debentures.

8. The 5% rate applies to technical service fees paid to an individual while the 10% rate applies to technical service fees paid to a
company.
The term “technical service fees” means any payment in consideration for any service of a managerial, technical or
consultancy nature, unless the payment is made (i) to an employee of the person making the payment (ii) for teaching in an
educational institution or for teaching by an educational institution; or (iii) by an individual for services for the personal use of
an individual.

9. Effective date: 1 January 2023.

10. According to article 12 para.3 in fine.
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Bolivia

Correspondent Firm

Contact Information

Santa Cruz/La Paz/Cochabamba Mariela Garcia Rodriguez +591 750 30412
mariela.garcia@pkfbolivia.com

Basic Facts

Full name: Plurinational State of Bolivia
Capital: Sucre
Main languages: Spanish
Population: 12.53 million (2024 estimate)
Monetary unit: Bolivian Bolivianos (BOB)
Internet domain: .bo
Int. dialling code: +591

A. Taxes Payable

Federal Taxes And Levies

Company Tax

The tax base in Bolivia is territorial, i.e. tax is only due on business income derived from activities performed, property situated,
or economic rights used in Bolivia, regardless of nationality, domicile or residence of those who take part in the operations.
Therefore, business income realized through companies operating outside of Bolivia is not considered for Bolivian tax purposes.

The standard corporate income tax rate is 25% and the tax year-end is 31 December of each year. Annual tax returns and financial
statements need to be submitted with the IRS and income tax paid within 120 days from tax year-end. Advance corporate tax
payments need to be made.

Capital Gains Tax

Capital gains derived from the sale of fixed assets immovable property and securities are normally included in gross income and
are subject to the standard corporate income tax rate of 25%. However, capital gains derived from transactions on the Bolivian
Stock Exchange are tax-exempt.

Branch Profits Tax

Branches of non-resident companies are subject to the standard corporate income tax rate of 25%. However, a branch remittance
tax applies at the rate of 25%, which is levied on 50% of the Bolivian-sourced profits distributed to the foreign head office, i.e. the
effective rate is 12.5%. Branch profits are deemed remitted when the corporate income tax return is due (120 days after the end
of the tax year, see higher).

Sales Tax / Value Added Tax (VAT)

VAT is levied on taxable supplies of goods and services as well as on imports of taxable goods and services into Bolivia. Exports are
zero-rated. Some specified transactions are exempt without credit for previously paid VAT.

The standard VAT rate is 13% while certain goods and services are tax-exempt:

e bona fide imports made by travellers arriving to the country;

e all transactions of public offer securities registered with the Stock Exchange Register (RMV) performed in Bolivia and having
effect in the national territory;

e cession of goods and assets subject to procedures for issuing securities;

e goods imported by diplomatic service members;

e transactions involving the transfer of financing intermediation, insurance, pensions and stock exchange portfolios, whether
resulting from sale or cession;

e the importation of printed books, newspapers and magazines.

Transactions Tax

Transactions tax is a tax on gross income arising from the performance of any economic or commercial activity (including non-
profitable activities) at a rate of 3% on a monthly basis. Some exceptions may apply on the sale of investments and the sale of
minerals, oil, and gas within the local market, as long as such sales will ultimately be exported.
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Corporate income tax paid at the end of a fiscal year may be offset against future transactions taxes to be paid in the subsequent
fiscal year.

Tax On Specific Consumption

Applies to sales of specific goods on the domestic market and imports of goods for final consumption:
e Cigarettes and tobacco.

e Refreshing drinks.

e Alcoholic drinks.

e Undenatured alcohols.

e Motor vehicles.

The payment varies depending on the good: percentage rates on the net sales price or specific rates on sales volumes are due
expressed in litres or quantity expressed in units.

Financial Transactions Tax

A financial transactions tax is levied on bank transactions (deposit or transfer of funds), carried out within the domestic financial
system, at a rate of 0.30% for fiscal years 2018 through 2023.

This tax is withheld by the relevant bank or financial institution. In addition, a corporate tax exemption is provided for creditors in
relation to interest on public debt issued through securities in external capital markets.

B. Determination Of Taxable Income

Taxable income is the income reported in the company’s financial statements prepared in accordance with Bolivian GAAP, subject
to certain adjustments for tax purposes. Generally, all expenses necessary to obtain income and to maintain the existence of the
company are deductible. Donations and other gratuitous transfers to non-profit organizations that are exempt from income tax
may be deducted up to a maximum limit of 10% of taxable income derived in the year of the donation or gratuitous transfer. Non-
deductible items include, among others, income tax itself, penalties and fines and related surcharges, losses incurred in illegal
activities, goodwill and gifts, except for those to qualifying recipients.

Depreciation

Fixed assets are generally depreciated using the straight-line method at rates specified by law. The following are some of the
annual depreciation rates:

Asset Annual rate (%)
Industrial buildings and warehouses 2.5
Machinery, equipment and installations 12.5
Office furniture and equipment 10
Aircraft 20
Motor vehicles 20
Computer hardware 25

Intangibles 5

Stock / Inventory

Inventories are valued at the lower of market value or replacement cost.

Capital Gains And Losses

Capital gains derived from the sale of fixed assets immovable property and securities are normally included in gross income and
are subject to the standard corporate income tax rate of 25%. However, capital gains derived from transactions on the Bolivian
Stock Exchange are tax-exempt. Capital losses resulting from “force majeure” or civil and criminal liabilities by third parties are
deductible only to the extent that they are not covered by insurance or indemnity awards, as long as the taxpayer informs the tax
authorities within a 15-day period following the relevant incident.

Dividends

Domestic dividends received by a resident company are not subject to income tax at the level of the recipient and neither are
these dividends subject to withholding tax. Dividends received from non-resident companies, including those paid by a foreign
subsidiary to its parent company in Bolivia, are not subject to tax. A Bolivian company remitting profits to foreign shareholders or
partners has to withhold 12.5% tax on the gross payment.

Interest Deductions

There are no thin capitalization rules as such in Bolivia. However, interest paid by a domestic company to its non-resident
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shareholders or partners that is considered excessive, i.e. higher than LIBOR + 3%, is treated as a non-deductible expense for the
domestic company’s income tax purposes. The excessive interest payment must be included in the domestic company’s taxable
income for tax purposes. Tax-deductible interest cannot exceed 30% of the total interest paid out by the enterprise to third parties
in the reported period.

Losses

Losses may be carried forward for 3 tax years, but may not be adjusted for inflationary effects. This period may be extended up to
5 years for the productive sector of mining and hydrocarbons. Losses may not be carried back.

Foreign Source Income

The corporate tax system is based on the territoriality principle, whereby tax is only due on income received or accrued from
sources within or deemed to be within Bolivia.

C. Foreign Tax Relief

As foreign-source income is not subject to corporate income tax (territoriality principle), no relief is granted for foreign taxes.

D. Corporate Groups

There are no generally applicable group consolidation rules in Bolivia.

E. Related Party Transactions

A legal framework for transfer pricing was introduced in 2014, with effect from tax year 2015. The transfer pricing rules are based
on the arm’s length principle, established a new concept of related parties and introduced transfer pricing methods. In the case of
income tax, the arm’s length principle is applicable to commercial and/or financial operations performed between related parties.

Related parties are deemed to exist whenever one person takes part in the management, control, or administration, or possesses
capital equity in another company, or whenever a third party directly or indirectly participates in the management, control, or
administration, or possesses capital equity in two or more companies.

The tax administration is empowered to perform adjustments when the transaction values do not comply with the arm’s length
principle. For this purpose, the tax administration can use the following methods: comparable uncontrolled price, resale price,
cost-plus, profit split, transactional net margin or notorious price in transparent markets (applicable to the import or export of
commodities).

Furthermore, a formal transfer pricing obligation has been established. Taxpayers, within the scope of transfer pricing rules, are
obliged to present transfer pricing documentation which includes a technical transfer pricing study.

F. Withholding Tax

e Bolivian-sourced dividends and other profit distributions by a domestic subsidiary to its non-resident parent company are
subject to a 25% final withholding tax, which is levied on 50% of the Bolivian-sourced dividend, thus giving rise to an the
effective tax rate of 12.5%.

e Bolivian-sourced interest, royalties and fees paid to non-resident recipients are subject to a 25% final withholding tax, which
is levied on 50% of the Bolivian-sourced income, thus giving rise to an effective tax rate of 12.5%. Rental income derived by
non-residents from the leasing, subleasing or other exploitation of any Bolivian-situs real property is subject to a 25% final
withholding tax, which is levied on 50% of the Bolivian-sourced rental payment, thus giving rise to an effective tax rate of
12.5%).

e Bolivian-sourced capital gains derived by non-residents are subject to a 25% final withholding tax, which is levied on 50% of
the Bolivian-sourced capital gain, thus giving rise to an effective tax rate of 12.5%.

G. Exchange Control

No restrictions are imposed on foreign-exchange transactions, including the repatriation of capital and the remittance of
dividends and royalties abroad. A system of free-floating exchange rates exists in Bolivia.

H. Personal Tax

Individuals are subject to tax on all items of income, unless expressly exempt. For income tax purposes, the term income means
the total value or amount in cash or in kind derived from capital investments, dependent services or a combination of both.

The individual income tax liability is subject to tax at a rate of 25% on professional activities and at 13% on other activities.
Neither surtaxes nor surcharges apply.
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I. Treaty And Non-Treaty Withholding Tax Rates

Domestic rates

Individuals,
companies (%)

Qualifying
companies (%)

Interest
(%)

Royalties
(%)

Companies 12.5/251 12.5/25! 12.5/251 12.5/25!

Individuals 12.5/251 - 12.5/251 12.5/25%
Treaty countries
Argentina --2 -2 -2 -2
Colombia -2 -2 -2 -2
Ecuador -2 -2 -2 -2
France 15 10/153 0/15 15
Germany 15 15 15 15
Peru -2 -2 -2 -2
Spain 15 10* 0/15 0/15
Sweden 15 0° 0/15 0/15
United Kingdom 15 10/153 0/15 0/15

Notes:

1.

income, thus giving rise to a 12.5% effective tax rate.

Domestic rate applies, no reduction under the tax treaty. Source state has exclusive right to tax.
The standard rate under the treaty is 15%. However, the application of a most favoured nation clause (items 5 and 4 of the

Payments made to non-residents are subject to a 25% final withholding tax, which is levied on 50% of the Bolivian-sourced

Treaty’s Protocol for France and the UK respectively) reduces the rate to 10% if the recipient company owns at least 25% of the
capital of the dividend-paying company. The rate for such dividends under the Bolivia-Spain double tax treaty is 10%

The 10% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of the
capital of the dividend-paying company.

The 0% rate applies if the beneficial owner is a company (other than a partnership) which holds at least 25% of the capital of
the dividend-paying company.
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Botswana

Member Firm

Contact Information

Gaborone Tim Roddy +267 3111362
tim@pkfbotswana.co.bw

Basic Facts

Full name: Republic of Botswana
Capital: Gaborone
Main languages: English, Setswana
Population: 2.71 million (2024 estimate)
Monetary unit: Botswana Pula (BWP)
Internet domain: .bw
Int. dialling code: +267

Key Tax Points

e Corporate income tax is levied at a single rate of 22%.

e Branches of non-residents companies are subject to 30% corporate income tax.

e The capital gains tax rate for companies is 22%, the same rate as the CIT rate.

e VAT is imposed comprehensively on an end-user basis at the rate of 14% on standard rated supplies.

A. Taxes Payable

Company Tax

Botswana’s tax system is source-based. All companies registered in Botswana must also register for corporate income tax (CIT). CIT
is levied at a single flat rate of 22%.
e Manufacturing companies:
Manufacturing companies which have been approved by the Minister of Finance are taxed at a special rate of 15%.
¢ International Financial Services Centre (IFSC)
Companies must obtain a certificate and engage in the specified activities only. Profits from an IFSC (approved services) are
taxed at a flat rate of 15%. Other taxable income is taxed at 22%. Certain tax exemptions apply to IFSC entities.
e Mining companies
Profits form mining activities, excluding profits from diamond mining, are taxed by applying the following formula: Annual tax
rate = 70 minus (1,500/x).
‘x” in the above formula represents the taxable income as a percentage of gross income. Please note that the tax rate cannot
be less than 22% (the CIT rate) and is normally a rate between 22% and 55%. Diamond mining is generally taxed in accordance
with the terms of a specific agreement agreed with the Botswana government.

Other tax rates that apply to certain profits or income are as follows:

e The corporate income tax rate applying to non-resident companies (branches) is 30%;
e Foreign dividends are taxed at 15%;

e Other taxable income is taxed at a rate of 22%;

e Taxable income of an Accredited Innovation Hub (AIH) business is taxed at 15%.

Standard rate 22%
Approved manufacturing taxable income 15%
Capital gains 22%
Foreign dividends 15%

Mining taxable income (excluding diamonds) 22% - 55%
Accredited innovation hub business 15%
IFSC company — approved service income 15%
IFSC — other taxable income 22%
Non-resident company (branch) 30%
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Administration - Company

Companies must file an income tax return (Form ITA22) four months following the year end. Where a company’s final tax liability
exceeds BWP 50,000 it will be subject to quarterly self-assessment tax (SAT) payments. SAT payments are calculated to be no less
than 80% of the final tax liability.

Capital Gains Tax

The capital gains tax rate for companies is 22%, the same rate as the CIT rate. Where the gain arises from the sale of shares, only
75% of the amount realized is taxable. Gains from shares which are listed on the Botswana Stock Exchange will be tax exempt if
the seller holds no more than 49% of the shares. However, gains from the disposal of IFSC shares are fully exempt from tax.

Branch Profits Tax

Branches of non-residents companies are subject to 30% corporate tax. There is no branch remittance tax in Botswana.

Value Added Tax (Vat)

VAT is imposed comprehensively on an end-user basis at the rate of 14% on standard rated supplies. Certain specified supplies are
either zero rated or exempt from VAT. Registration is mandatory where turnover (12 months) is expected to be BWP 1,000,000 or
more.

VAT is payable by the importer of services not utilised in the making of taxable supplies. Input tax includes Transfer Duty payable
under the Transfer Duty Act and any tax deemed to have been paid in respect of the supply of second hand goods. Input tax
claims should be made within the following time limits:

a) Where returns are filed every month, within a period of four months;
b) Where returns are filed every two months, within two tax periods;
c) For tax paid with respect of imports, within two tax periods.

Zero-Rated supplies include:

e Exports of goods and services;

e International transport services;

e Supplies of going concerns;

e Sorghum, maize meal, millet, wheat, sugar and flour for human consumption;

e Fertilizers for farming purposes, some pesticides and farming tractors;

e Supplies to the Head of State;

e First 5,000 litres per month of water supplied to a residential dwelling by the Water Utilities Corporation (with exceptions).

Exempt supplies include:

® Prescription drugs and condoms;

e Residential accommodation;

e Education at approved institutions;

e Public medical services;

¢ Non-fee based financial services;

e Passenger transport (excluding the transportation of tourists)
e Donations and grants;

e Farm implements.

VAT tax returns must be filed on or before the 25th of the month following the end of the tax period.

e Late VAT returns penalty: The greater of BWP 50 per day or 10% per month or part thereof of the tax due;

e Late payment of VAT: Compound interest at 1.5% per month or part thereof on both outstanding tax, penalties and interest
charged;

e VAT refunds: Interest at 1% per month or part of a month is payable if the refund is not made within two calendar months
from the due date of the return (1 month for IFSC companies, approved manufacturers and exporters).

Local Taxes
There are no local, provincial government or state taxes on income in Botswana.

B. Determination Of Taxable Income

Income tax is charged on the gross income (i.e. the total amount in cash or otherwise, excluding exempt income or any amount
of a capital nature) of all companies and businesses which is received or accrued from sources within Botswana or from sources
deemed to be in Botswana, less any allowable deductions.

Normal business expenses wholly, exclusively and necessarily incurred in the production of assessable income are allowed as
deductions for tax purposes.

Capital Allowances

Capital allowances are deductible as follows:
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Heavy plant or machinery used in construction 25%

Motor vehicles and aircraft 25%

Plant and machinery used directly in manufacturing or production 15%
Other plant or machinery including farming equipment 15%
Computer hardware 25%

Computer software — off the shelf 100%

Furniture and fittings including soft furnishings 100%

Industrial buildings:

Initial allowance 25%

Annual allowance 2.5%

Commercial buildings 2.5%

Farm buildings, improvements, water suppliers and other farm capital works 100%

Disallowed Expenses

Standard disallowable expenditure exists which is not deductible from taxable profits such as donations, general provisions,
school fees, etc.

Capital Gains And Losses

Capital gains are taxed at a rate of 22%. Capital losses may be offset only against capital gains in the year in which the loss

is incurred and in the following year. However, for farming businesses, unutilized losses from farming (excluding allowances
granted in respect of development expenditure) in the year of disposal of the farm and the five preceding years are deductible in
computing capital gains.

Losses

Company tax losses (except farming, mining and prospecting losses) can only be carried forward for five years and if not utilised
within five years they are lost.

C. Foreign Tax Relief

Unilateral relief is available, the method being an ordinary credit, i.e. the lesser of the foreign tax paid and the tax charged under
domestic income tax law. In other words, the foreign tax credit allowed is equivalent to the proportion of the domestic tax which
the foreign-sourced income bears to the taxable income for the tax year. Treaty relief is mandatory.

D. Corporate Groups

There are no generally applicable group consolidation rules in Botswana.

E. Related Party Transactions

Transfer Pricing regulations are now effective and are based on the Organisation for Economic Cooperation and Development
(OECD) Transfer Pricing guidelines for multinational entities and tax administrators.

Impact of the regulations

New regulations stipulate that relevant taxpayers now have an obligation to prepare and provide transfer pricing policies and
procedures for documentation. The documentation should allow the tax administration to assess the arm’s-length nature of intra-
group transactions.

Relevant taxpayers

The regulations indicate that new obligations are applicable for all direct or indirect transactions with “connected persons”. The

term connected persons is defined to refer to the following:

e atleast two companies where either of the companies has control directly or indirectly, of the other, or if both companies are
controlled, directly or indirectly, by the same person or persons; and

e any person that, singly or together with other connected persons, has control of the company.

The transfer pricing regulations exclude transactions between Botswana residents from the scope of transfer pricing adjustments
except when one or both parties are subject to the IFSC tax regime.

Documentation requirements

Documentation content requirements are in line with the elements recommended by the OECD and should include the following
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at a minimum:

e specific information about transactions that a taxpayer carries out with connected persons;
e information on all connected persons’ activities including relevant supporting agreements;
e overall transfer pricing policies of the group.

The transfer pricing regulations authorise the Commissioner General to obtain additional information as deemed necessary
including requesting group information, in writing, when in a tax year the taxpayer’s transactions with a related party within a
multinational entity (MNE) group exceed BWP 5 million (approximately USD 453,000).

Transfer Pricing methods

The regulations specifically outline five acceptable Transfer Pricing methods of analysis and comparability analysis:
e Traditional methods: comparable uncontrolled price method (CUP), resale price method and cost plus method;
e Transactional methods: transactional net margin method (TNMM) and profit split method.

F. Withholding Tax

Payment Resident rate Non-resident rate Final / Advanced

Interest Final for residents /
Advanced for non-residents

Dividends 10% 15% Final
Commercial Royalties 10% 10% Final
Management and

consultant fees - 15% Final

Entertainment fees - 10% Final
Construction 3% 3% Advanced

Mine rehabilitation 10% 10% Final
Rent 5% 5% Advanced
Brokerage or commission 10% 10% Advanced
Sale of cattle 4% 4% Advanced

G. Exchange Control

There are no exchange control restrictions.

H. Personal Tax

Botswana citizens are taxed on their worldwide income whereas non-citizens are only taxed on income generated in Botswana.
Employment Income includes salaries, wages, terminal payments, directors and other fees, bonuses, commissions, allowances
and the value of benefits. Employment income from, or deemed to be from a source within Botswana is taxable in Botswana All
employment income, including benefits in kind, is subject to monthly withholding tax (PAYE).

Exemption and Tax Free Benefits for Individuals:

e The value of contractual travel benefits for employees and their families;

e Medical fund contributions and medical attention paid for by the employer;

e Contractual terminal gratuities payable to expatriate employees are exempt to the extent of one-third Bank and building
society interest of BWP 7,800 per annum, for resident individuals;

e Severance pay and certain gratuities payable to citizen employees are exempt to the extent of one third;

e Investment of such payments directly into an approved pension or retirement annuity fund results in 100% exemption;

e Retrenchment package: one third or BWP 36,000 whichever is greater is exempt.

Benefits Valuation:

e Housing: 10% of municipal valuation or 8% of current capital valuation, (BWP 250 x floor area);

e Use of employer’s furniture: 10% of the excess over BWP 15,000 of the cost to the employer;

e Loans: Difference between the concessionary rate interest and the prime lending rate announced by the Bank of Botswana on
1 July of the tax year;

e Other benefits such as school fees and utilities: Cost to the employer or market value, whichever is the greater.
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Business and employment income rates:

BWP 0 - BWP 48,000 BWP 0O

BWP 48,001 — BWP 84,000 BWP 0 + 5% of excess over BWP 48,000

BWP 84,001 - BWP 120,000 BWP 1,800 + 12.5% of excess over BWP 84,000

BWP 120,001 - BWP 156,000 BWP 6,300 + 18.75% of excess over BWP 120,000

Over BWP 156,000 BWP 13,050 + 25% of excess over BWP 156,000

Individuals are subject to a progressive capital gains tax rate up to a maximum rate of 25% applied to gains in excess of BWP
144,000.

From (BWP) To (BWP) Tax liability
0 18,000 0%
18,001 72,000 BWP 0 + 5% of excess over BWP 18,000
72,001 108,000 BWP 2,700 + 12.50% of excess over BWP 72,000
108,001 144,000 BWP 7,200 + 18.75% of excess over BWP 108,000
144,001 --- BWP 13,950 + 25% of excess over 144,000

I. Treaty And Non-Treaty Withholding Tax Rates

Management,
Dividends Interest Royalties consultancy
(%) (%) (%) and technical
fees (%)

Domestic rates

Companies 0/108 0/158 0/158 15

Individuals 10° 15 15 15
Treaty countries
Barbados 5/10? 10 10 10
China 5 0/7.5 5 0
Czech Republic®® 5 0/7.5 7.5 7.5
France 5/10? 10 10 7.5
India 7.5/10° 10 10 10
Ireland 5° 7.5 5/7.5* 7.5
Lesotho!! 10 10 10 10
Luxembourg 5/10% 7.5 7.5 7.5
Malta* 5/67 8.5 5/7.51 7.5
Mauritius 5/10% 12 12.5 15
Russia 5/10% 10 10 10
Seychelles 5/10% 7.5 10 10
South Africa 103 10 10 10
Sweden 10" 15 15 15
United Arab Emirates 5/7.5Y 7.5 7.5 5
United Kingdom 5/10% 10 10 7.5
Zambia 5/7° 10 10 10
Zimbabwe 5/10% 10 10 10
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Notes:

1.

9.

10.
11.
12.

The lower 5% rate applies to the use or the right to use industrial, commercial or scientific equipment, the higher 7.5% rate to
other cases.

The 5% rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the company paying
the dividends. The domestic 10% rate applies in all other cases because the treaty rate (i.e. 12%) is higher than the domestic
rate.

Under the treaty, a 10% reduced rate applies if the beneficial owner is a company which holds at least 25% of the capital of the
company paying the dividends. However, the 10% rate applies across the board as the rate for non-qualifying dividends under
the treaty (i.e. 15%) is higher than the 10% domestic rate.

The treaty is effective from 13 December 2018 (withholding taxes), 1 July 2019 (other taxes).

The treaty rate is lower than the domestic rate so the former prevails.

The 5% rate applies if the beneficial owner is a company which holds at least 25% of the capital of the company paying the
dividends. The 7% treaty rate applies in all other cases as it is lower than the domestic rate so the former prevails.

The 5% rate applies if the beneficial owner is a company which holds at least 25% of the capital of the company paying the
dividends. The 6% rate applies in all other cases.

Dividends paid by a Botswana company to a non-resident company are subject to a 10% withholding tax effective 1 April 2021
(previously the rate was 7.5%).

Dividends, interest and royalty payments to non-resident companies are exempt from withholding tax if they are paid by a
BITCC (Botswana Investment and Trade Centre company) or a tax-exempt collective investment undertaking.

Raised from 7.5% to 10% effective 1 April 2021.

Effective date: 1 January 2021 (Czech Republic); 1 July 2021 (Botswana).

Effective date: 29 February 2020 (withholding taxes); 1 April 2020 (other taxes) (Botswana): 1 July 2020 (other taxes) (Lesotho).
The 10% rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the company
paying the dividends. The domestic 10% rate applies in all other cases because the treaty rate (i.e. 15%) is higher than the
domestic rate.

13.The 5% rate applies if the beneficial owner is a company which owns at least 25% of the capital of the company paying the

dividends. 10% in all other cases.

14.The 5% rate applies if the beneficial owner is a company (other than a partnership under the Luxembourg treaty and the

Zimbabwe treaty) which holds directly at least 25% of the capital of the dividend-paying company. 10% in all other cases.

15. The 10% domestic rate applies in all cases as the rate under the treaty (i.e. 15%) is higher than the domestic rate.
16.The 5% rate applies if the beneficial owner is a company which controls, directly or indirectly, at least 25% of the voting power

in the dividend-paying company. The domestic 10% rate applies in all other cases because the treaty rate (i.e. 12%) is higher

than the domestic rate.

17.The 5% rate applies if the beneficial owner is a company the capital of which is wholly or partly divided into shares which holds

directly at least 10% of the capital of the company paying the dividends.
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Brazil

Member Firm

Contact Information

S3o Paulo/Rio de Cleverson Lacerda +55 11 3070 1000
Janeiro/Teresina/Ribeirdo Preto +5511 9 6746 5836
cleverson.lacerda@pkfbrazil.com.br

Basic Facts

Full name: Federative Republic of Brazil
Capital: Brasilia
Main languages: Portuguese
Population: 217.4 million (2024 estimate)
Monetary unit: Brazilian Real (BRL)
Internet domain: .br
Int. dialling code: +55

Key Tax Points

e Corporate income tax (CIT) is charged at a set rate of 15% plus a surcharge of 10% on profits over a set level, and there is
also a social contribution tax on profits charged at a rate of 9% for legal entities in general or at 15% in case of legal entities
considered to be financial institutions, private insurance and capitalization.

e Most companies with prior year revenue below a prescribed amount can, under certain circumstances, choose to pay income
tax and social contributions calculated under the ‘presumed profit method’.

e Other federal taxes include fringe benefits tax, social security contributions (COFINS), social integration program contribution
(PIS), payroll tax including employer social security contributions (INSS), value added tax on sales and transfers of products
manufactured in or imported into Brazil (IPl), financial operations tax (IOF), and rural real estate tax (ITR).

e Municipal taxes include Services Tax (ISS or ISSQN), and estate transfer tax (ITBI) payable at a rate of up to 4% on inheritances
and donations of properties and rights, and a services tax is imposed by many cities, with rates varying substantially between
municipalities.

e Profits and gains from foreign sources are taxable in Brazil. Tax credits are available to relieve double taxation subject to a
maximum of the Brazilian tax payable on the income.

e Almost all remittances (except for dividends) to companies or persons domiciled abroad are subject to withholding tax.

e Taxes payable by individuals include personal income tax, social security tax and gift and inheritance tax.

e Brazilian resident individuals are taxable on their worldwide earnings, as well as gains on the disposal of worldwide assets and
rights.

e Personal income tax is withheld at source (at progressive rates from 7.5% to 27.5%).

e Capital gains arising other than out of financial instruments are subject to income tax at 15%. As from 2019 tax rates
applicable to capital gains are as follows:

— 15% up to BRL 5 million;

— 17.5% from BRL 5 million to BRL 10 million;
— 20% from BRL 10 million To BRL 30 million;
— 22.5% over BRL 30 million.

A. Taxes Payable

Company Tax

There are three different methods to calculate corporate income tax (CIT): the actual profit method (Lucro Real), the presumed
method (Lucro Presumido) and the arbitrated method (Lucro Arbitrado).

Actual Profit Method

The Actual Profit Method called “Lucro Real” is the method whereby the taxpayer pays CIT called “IRPJ” based on its actual
taxable income, after computing all income, gains and tax deductible costs and expenses, including net operating losses of prior
years. The taxpayer is required to maintain current and accurate accounting and tax books and records, and also corresponding
supporting documentation. Failure to maintain accurate accounting and supporting documentation may lead to disallowance of
an expense requiring it to be added back to taxable income.

In general, taxable income must be recognised monthly following the accrual basis criteria and subject to IRPJ. The tax return
must be filed annually. Corporate taxable income is taxed under a unitary system whereby a single tax rate is applied. This rate is
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25%, being 15% plus 10% on pre-tax profits over BRL 240,000 annually. Corporate income tax is generally computed on a calendar
year basis. However, payments are made monthly on estimated advance taxes. Social Contribution on Net Profit called “CSLL” is
another federal tax and is calculated on pre-tax profits. The rate is 9% computed on an annual or quarterly basis. Calculations and
payments are made monthly as estimated advance taxes. Both taxes on profits add up to 34% (25% plus 9%).

Presumed Profit Method

The Presumed Profit Method called “Lucro Presumido” is a simpler IRPJ calculation method that allows the taxpayer to pay
income tax and CSLL based only on its quarterly gross revenues. That means that costs and expenses are irrelevant to determine
IRPJ and CSLL liability at the end of the quarter. Due to its simplicity, Lucro Presumido is more suitable for small and medium-
sized businesses not to mention the method'’s limitations and restrictions of use by large companies. Companies with prior year
revenue of up to BRL 78 million can choose, under certain circumstances, to pay income tax and social contributions under the
Presumed Profit Method, which is calculated as a percentage of the quarterly gross revenue on a cash basis.

Under Lucro Presumido IRPJ is calculated quarterly and, for most activities the presumed profit margin is 8% of monthly gross
income corresponding to sales operational activities and 32% to services revenues, and depending on the specific industry other
rates apply. Based on the presumed net income resulting from the application of the profit margins on gross income a 15% IRPJ
rate applies while net income in excess of BRL 60,000 per quarter is subject to an IRPJ surtax of 10%, similar to the “estimated”
calculation for Lucro Real.

Arbitrated Profit Method

Lucro Arbitrado applies to only a few situations, most of them related to inaccuracy or unreliability of the taxpayer’s accounting
records (under Lucro Real). It is an extreme tool used by the tax administration to determine unilaterally and ex officio the
taxpayer’s taxable income and IRPJ due. Lucro Arbitrado has also consequences for other federal taxes, in particular CSL, PIS and
COFINS because they are determined based on the taxpayer’s accurate gross income.

Fringe Benefits Taxation

Companies participate mandatorily in different forms of social security obligations to federal agencies. These either directly or
indirectly benefit pension programs, working time compensation, social work assistance and health programs, among others. All
contributions are deductible for corporate income tax purposes.

Program For Social Integration Contribution (PIS)

PIS is a federal social contribution levied on taxpayers’ monthly gross income. PIS has been subject to several changes, many
of them creating separate PIS regimes depending on the taxpayer’s business or income tax calculation method. There are two
basic PIS regimes dependent on the corporate income tax method elected by the taxpayer (Lucro Presumido or Lucro Real): the
cumulative and the non-cumulative regime.

These contributions are payable each month as a fund to employees. This is calculated based on 1.65% of monthly gross revenue.
The PIS rate is generally 1.65% of the monthly sale, in a non-cumulative way. It means, deductions are allowed in respect of
services and material costs applied in companies’ operating activities. For companies that choose to be taxed by the Presumed
Profit Method, PIS will be

0.65% of the monthly sale in a cumulative way, without the aforementioned allowed deductions.

Important Updates for 2023:

e IN (Normative Instruction) No. 2121/2022 consolidates the rules on the calculation, billing, inspection and collection of the
PIS/PASEP and COFINS. Article 26 of the Normative instruction stipulates the exclusion of the amounts related to the ICMS
from the calculation basis of PIS/PASEP and COFINS as provided in the motion for clarification of the extraordinary appeal No.
574.706.

e Provisional Measure No. 1.159 excludes ICMS from the incidence and calculation basis of PIS and COFINS credits, to be valid as
from 1 May 2023.

¢ In addition, IN (Normative Instruction) No. 2121/2022 establishes in article 273 that the ISS (tax on services) is not part of the
calculation basis of PIS/PASEP and COFINS when importing services.

Contribution For The Financing Of Social Security (COFINS)

COFINS is also a federal social contribution levied on the corporate taxpayer’s monthly gross income. COFINS also has three basic
tax regimes: the cumulative, the non-cumulative (created in 2004) and the single-phase regime. The COFINS tax rate under the
cumulative regime is 3%, while the rate is 7,6% under the non-cumulative regime. Rates under the single-phase regime vary from
business to business.

Although regulated by different laws, PIS and COFINS regimes, whether cumulative or non-cumulative, are almost identical. For
cumulative COFINS the difference is basically the rate (3% for cumulative COFINS and 0.65% for cumulative PIS). Companies under
the Lucro Presumido pay COFINS according to the cumulative regime, i.e. at the rate of 3% with no COFINS tax credit available.

Important Updates for 2023:
e [N (Normative Instruction) No. 2121/2022 consolidates the rules on the calculation, billing, inspection and collection of the
PIS/PASEP and COFINS. Article 26 of the Normative instruction stipulates the exclusion of the amounts related to the ICMS
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from the calculation basis of PIS/PASEP and COFINS as provided in the motion for clarification of the extraordinary appeal No.
574.706.

e Provisional Measure No. 1.159 excludes ICMS from the incidence and calculation basis of PIS and COFINS credits, to be valid as
from 1 May 2023.

¢ In addition, IN (Normative Instruction) No. 2121/2022 establishes in article 273 that the ISS (tax on services) is not part of the
calculation basis of PIS/PASEP and COFINS when importing services.

Payroll Tax

This is a monthly obligation for social security and other funds levied on payroll.

Tax Rate
Social Security (INSS) 20%
Accident Insurance (SAT) 1% to 3%
Employee Indemnity Guarantee Fund (FGTS) 8%
Education Fund (SE) 2.5%
Other 3.3%

Employees contribute monthly to the social security system at rates from 8% to 11% on a progressive-scale base salary taking
into account a maximum base salary of BRL 5,531.31. Federal law obliges companies to distribute part of their annual net income
to employees. Participation is negotiated by each company and disputes are settled by arbitration. Amounts distributed are
deductible for corporate income tax purposes and not subject to social security.

The Brazilian Government changed the criteria for companies in some business sectors to calculate the collection of INSS.
Basically, the law changed the basis for calculation of INSS from 20% under payroll salary to apply 4.5% or 2% under revenue
generated monthly by the companies which are subject to the new rules. According to Law 12.546/2011 and 13.161/2015,
companies that render IT services, technologies, and hotels will be subject to contribute 4.5% of their monthly gross revenue
except for call centres that increase to 3%. Companies that manufacture fluids for hydraulic brakes, plastic, clothing and
accessories, fur, leather, silk, wool, rugs and other coatings to floors, hats and artefacts of similar use, machinery and appliances,
pressure reducing valves, among others will be subject to contribute 2,5% of their monthly gross revenue.

Local Taxes

State Value Added Tax (ICMS)

ICMS is a near Value Added Tax on sales of most goods and certain services. It is payable to state governments upon imports

of goods into Brazil and sales or transfers of goods within Brazil. It is also payable upon supply of electricity, the provision of
interstate and inter-municipal transport services and communication services. ICMS is levied on the sale or physical movement of
goods, freight, transportation, communications services and electric energy. Intrastate transactions are taxed at 18%, interstate
transactions are taxed at 7% or 12%, and most imports are taxed at a rate between 18% and 25%. The lower rates are normally
charged on transfers to less developed states. Some states offer rate reductions or later payment dates as a tax incentive for the
installation of factories. Communication services are taxed at a rate between 13% and 25%.

As of 1 January 2013, the ICMS rate for interstate transactions involving imported goods is at 4% (instead of the standard 7%

or 12%) subject to certain conditions. The new tax rate, established by Senate Resolution no 13/2012, aims to eliminate unfair
competition among Brazilian states to encourage customs clearance (and, thus, ICMS revenues) of imported goods even when the
goods are destined for another state.

Real Estate Transfer Tax (ITBI) ITBI is the municipal real estate transfer tax that applies on most onerous transfers of real estate.
The tax is payable upon each and every taxable transfer of real estate property. Rates vary according to the actual value of the
relevant transaction, or the recipient party value of property (as determined by the municipal tax administration), whichever is
higher. The Constitution allows ITBI rates to be progressive according to the value of the property. It also allows the application

of different rates according to the location and destination of the relevant property average. The ITBI rate is 2% in most
municipalities.

Services Tax (ISS or ISSQN)

ISS is the municipal tax levied on the provision of services of any kind by taxpayers located within the jurisdiction of a given
municipality. ISS can also include services rendered within the boundaries of a given municipality even though the services
provider is located in another municipality.

The ISS rates vary from municipality to municipality, but rates cannot be lower than 2% and not exceed 5%. The minimum 2% tax
rate for ISS was established businesses to their jurisdictions. But some municipalities bypass this minimum 2% rate by granting
other incentives that reduce the ISS overall tax burden, such as tax base reductions. The tax applies to the taxpayer’s monthly
services gross income and is payable on a monthly basis. The ISS also applies to imported services.
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Other Taxes

Tax On Manufactured Products (IP1)

IPl is a federal excise tax levied on manufactures products as they leave the plant where they have been manufactured. It also
applies to imported products at the time of importation and the first resale of the imported product by the importer. IPI is not
levied on exports. IPI tax rates vary depending on the products: the more essential the lower the rates. The rates are listed per
tariff code in the IPI Table called “TIPI”, which uses the Mercosur Common Tariff (NCM) as a basis.

The exports (export of manufactured products) are exempt from IPl. Imports of goods (raw material and products) are normally
taxed at the same rate as Brazilian-made products. Rates change frequently. For imported goods or products, the IPI (and other
taxes due) must be collected upon customs clearance of the goods or products.

Import Tax

The import tax is a federal tax due upon customs clearance of the imported products, usually pursuant to an ad valorem tax
rate. The tax rate varies according to the tariff classification of the imported goods under the Mercosur Common Tariff (NCM), as
described above in section IPI (Tax on Manufactured Products). The tax base is the sales price shown in the commercial invoice
issued in the country of origin. However, during customs clearance procedures, the administration has discretionary powers

to reject the transaction price if there is evidence that it is not the market value. A review of the sales price is usually based on
international customs valuation rules.

Financial Operations Tax (10OF)

IOF is a federal tax that generally applies to different types of transactions such as loans and credit operations, insurance policies
and foreign exchange operations for certain services rendered. IOF regulations are extensive and change constantly. The tax is
mainly used as an instrument of economic policy to regulate the credit, currency exchange, insurance, and securities markets
rather than to generate tax revenues.

Contribution For Intervention In The Economic Domain (CIDE)

The government introduced a special contribution in the year 2000. Brazilian legal entities that license, purchase or otherwise
acquire technological knowledge must pay a special contribution of 10% on activities such as: trademarks, technical services
assistance, administrative services and any royalty payments. Based on the law in force, CIDE must even be paid on activities that
do not involve the transfer of technology.

Tax On Fuel (CIDE)

The CIDE will be paid monthly on the import and export of petroleum, derived and natural gas, and fuel alcohol. The rate will be
based on the value in Reals of the cubic meters or tons of fuel.

Rural Real Estate Tax (ITR)

Property taxation of rural and urban land receives a different tax treatment. Urban land is subject to the municipal real estate
ownership tax called IPTU and rural land is taxable by ITR. The definition of land as rural or urban is then relevant because

it determines the competent authority to levy tax on property ownership. Classification stems from exclusion: when land is
considered to be urban it will be subject to IPTU while if it is not considered to be urban it will be treated as rural for tax purposes
and will consequently be subject to ITR.

The basic rate is calculated annually based on certain premises on assessed property values and depending on the stage of use
and exploration of the property. Very small properties are exempt and the maximum rate applied corresponds to 20% of the land
value without any improvements.

B. Determination of Taxable Income

IFRS - International Financial Reporting Standards

Brazil adopted the IASB’s International Accounting Standards in 2008 on a gradual basis and the full IFRS since 2010. As a
consequence, there are several important changes to Brazilian accounting practices, the most important of which is that these
new accounting practices are required not only in consolidated financial statements but also in the individual financial statements
(Law 11638/07). These include the recognition of leasing transactions, depreciation treatment, the recognition of intangible
assets, the impairment concept etc.

Taxable income is generally computed in accordance with accounting rules and tax legislation (i.e. accounting profits adjusted
for tax purposes), subject to certain exceptions. Brazilian GAAP were adjusted in 2007 in order to be aligned with IFRS. Law
12.973/2014 of 13 May 2014 dealt with the tax effects arising from the changes to the new accounting standards (previously, a
transitory regime applied, in which legal entities could use old accounting rules for tax purposes). According to this Law, as from
2015 legal entities must observe the new accounting standards also for tax purposes (and no longer apply the transitory regime),
unless regulated otherwise by the law. In view of this, Law 12.973/2014 brought into force relevant changes to tax legislation
concerning the assessment of CIT, PIS and COFINS, the tax treatment of dividends, interest on net equity, the equity pick-up
(método de equivaléncia patrimonial) and tax amortization of goodwill, among other things.
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Depreciation

Fixed assets shall be depreciated over their estimated useful lives for accounting purposes (IFRS). For tax purposes, the straight-
line method is usually adopted, using the following annual rates: buildings 4%; machinery and equipment 10%; vehicles 20%; IT
equipment 25% etc. Assets subject to depletion (mines, quarries, etc.) may be amortised proportionately to the units extracted in
each period.

Stock / Inventory

The cost of goods sold for production is generally valued using the weighted average cost method, although the FIFO (first in, first
out) basis may be elected. The method adopted determines the basis for the valuation of closing inventory.

Dividends

Brazil follows a dividend exemption system. Amounts distributed to shareholders resident in Brazil or abroad (since the
investment is registered at the Brazilian Central Bank (BCB)) are not subject to withholding tax.

Interest Deductions
There is a limitation on interest expenses to be deductible:

a) Loan from non-resident companies (thin capitalisation); and,
b) Loan from abroad must be registered at Central Bank of Brazil (transfer pricing).

Interest due must be at fair market value and necessary to business activities and will be subject to withholding tax on an accrual
basis. The calculation of interest on a partner’s or shareholder’s capital (JCP) is allowed. The interest is deductible for income

tax and social contribution purposes up to the limit of the official long-term interest rate (TJLP). Profits for the current period or
previous periods must be at least double the value of the interest to be distributed. Interest is subject to a 15% withholding tax.
Interest should be paid or possibly capitalized.

Thin capitalisation

Brazil has thin capitalization rules in force since 2010 that limit the ability for corporate taxpayers under “Lucro Real” to fully
deduct interest expenses associated with loans contracted with foreign related parties or parties domiciled in low tax jurisdictions
and/or under a favourable tax regime in a foreign location. Such law states a limitation for corporate income tax purposes

related to deductible interest, accrued or paid, in favour of a foreigner not resident in a tax haven. Under the rules, interest paid
to related parties that are not located in a tax haven jurisdiction or that do not benefit from a preferential tax regime may be
deducted on an accrual basis for corporate income tax purpose only:

e If the expenses are necessary for the company’s activities; and,

e Both of the following thresholds are met:

a) The related party debt-to-equity ratio does not exceed 2:1 (calculated on the proportion of related party debt to direct equity
investment made by related parties); and,

b) The overall debt-to-equity ratio does not exceed 2:1 based on the proportion of total debt to total direct in investment made
by related parties.

If the debt payable to the non-resident investor exceeds the above ratios, then the excess portion of the interest expense payable
by the Brazilian subsidiary is not deductible for the purposes of corporate income taxes.

In addition, interest payable by a Brazilian entity to a non-resident creditor (related or not) domiciled in a low-tax jurisdiction or
benefiting from a privileged tax regime may be deducted for the purposes of corporate income taxes only if the interest expense
is necessary for the company’s activities and the amount of the Brazilian entity’s indebtedness to all entities located in low-tax
jurisdictions or benefiting from privileged tax regimes does not exceed 30% of the equity of the Brazilian borrower.

If the debt payable to the non-resident creditor exceeds the above ratios, then the excess portion of the interest expense
recognized by the Brazilian subsidiary is non-deductible.

Finally, thin capitalization rules also apply to transactions where a non-related financial institution is used as a mere intermediary
between the Brazilian company and its related party domiciled abroad. However, loan transactions entered into between two
Brazilian related residents are not subject to thin capitalization rules, even if the guarantor, attorney-in-fact or any intervening
party is a related party domiciled abroad or a resident of a low-tax jurisdiction or of a country with a privileged tax regime.

Tax Losses Carried Forward

Tax losses can be carried forward to offset against future profits of up to 30% of the real profits arising in each period (year).
Losses that are offset may be carried forward indefinitely. There are restrictions on losses transferred as a result of a company
merger or where there is a change in the control and activity of the loss generating company. Loss carry-back is not allowed.

Incentives

Brazil offers incentives through the reduction of domestic taxes or exemption from withholding tax in the forwarding of royalties
or commissions on international financing. In addition to incentives for exports, there are incentives for the implementation of
industrial units in specific regional areas.
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Royalties And Technical Assistance Expenditures

Royalties are deductible expenses but are restricted to between 1 % and 5% of sales revenue for companies that make cross-
border trademark and patent royalty payments. Expenditure incurred in the creation of patents and manufacturing formulas and
processes are considered capital intangible assets and are amortised over the life of the asset. This is also true for trademarks,
whereas copyright, software, and franchising are generally deductible from operational results if they are related to the activities
of the company.

Technical, scientific and administrative expenditures and royalties paid to foreign companies which have direct or indirect control
of the Brazilian company are deductible if the contracts are duly registered with the Brazilian Institute of Industrial Property (INPI)
and with the Brazilian Central Bank (BCB). There are no restrictions for the remittance of these monies abroad. However, some
remittances of funds abroad are subject to 15% withholding tax and 10% CIDE or only 25% withholding tax, depending on the
case.

C. Foreign Tax Relief

Unilateral relief is granted to corporate taxpayers by means of an ordinary foreign tax credit system.

Taxes paid abroad on income directly derived by the Brazilian resident taxpayer may be claimed as a credit against domestic

tax liability. This foreign tax credit is limited to the amount of domestic tax that is imposed on the foreign-sourced income. For
these purposes, the Brazilian tax liability includes both IRPJ and CSLL. The Brazilian tax administration holds the position that
resident entities opting for the presumed profit regime of taxation (Lucro Presumido) and directly providing services abroad are
not allowed to offset taxes paid abroad with taxes paid in Brazil. However, this exclusion does not apply if the service is provided
within countries with which Brazil has signed a double tax treaty where the elimination of international double taxation is agreed
upon through the use of the credit method, without restrictions connected to the taxation regimes opted by the taxpayer in
Brazil.

An ordinary foreign tax credit is available in respect of the tax on profit distributions by foreign subsidiaries, if any, and the
underlying tax paid by the distributing subsidiary in the jurisdiction where the foreign entity is located.

D. Corporate Groups

For tax purposes, consolidation of affiliated companies is not allowed. Losses can only be offset against profits of the same
company. However, Law 12.973/2014 introduced a special treatment applicable until 2022 where positive and negative results
(excluding foreign exchange results) by foreign entities controlled by Brazilian legal entities may be consolidated for purposes of
application of the Brazilian CFC rules, subject to certain conditions.

E. Related Party Transactions

Since 1997 Brazil has transfer pricing rules in place to prevent undue allocation of income in international transactions between
related parties. The system adopted is one of determining the maximum amounts of deductible expenses, and the minimum
amount of taxable income, for Brazilian companies engaged in transactions with related parties outside of Brazil or non-resident
parties domiciled in a listed low-tax jurisdiction or under a listed favourable tax regime. Domestic transactions are not subject to
transfer pricing regulations as they are governed by other anti-avoidance rules.

As opposed to other countries, where the arm’s length principle and comparable prices are the rule, the Brazilian rules take
another direction by basically establishing fixed formulas to determine the accepted transfer price. Although Brazil does
not completely ignore comparable prices or the arm’s length principle, it does limit its application by setting accepted standards
for their application.

Brazil established a transfer pricing system for imports with affiliated companies of goods, services and rights acquired abroad.
The prices are based on three methods: Comparative Independent Price (PIC), Resale Price Less Profit (PRL), or Production Cost
Plus Profit (CPL) and Commodities Price Method (PCl). The same system applies to exports to non-resident related parties, with
the following methods: Export Revenues Method - PVEX, Country Destiny Price of exports revenue Method - PVA and PW, Cost
Acquisition or Manufacture plus Tax and Profit - CAP also known as Method of Price Under Quotation on Export (“PECEX”), which
is briefly defined as the average amounts of the quotation of assets or rights subject to public prices in internationally recognised
commodities and future exchanges.

Since the end of 2012, Brazil has been changing some of the methods applicable to Transfer Pricing on imports and also creating
additional methods. Basically, PRL presumed profit margin was changed from 60% to 40%, 30% and 20% depending on the
business sector in which companies operate. According to the Federal Law 12.715/2012, two new methods were established, one
applicable to imports and other applicable to exports. In accordance with the method applied, the price is defined as the average
daily amount of assets or rights subject to public prices in internationally recognised commodities and future exchanges.

The taxpayer must disclose transfer pricing methods in its annual tax return and eventually prove that the corresponding costs,
expenses and charges that exceed the elected transfer pricing method must be added back as taxable income and be subjected to
the IRPJ and CSLL.

In 2023, Brazil underwent a substantial reform of its transfer pricing guidelines through the enactment of Law No. 14,596, which
was later regulated by the Federal Revenue’s Normative Instruction No. 2161. The change, which is optional for the fiscal year
2024, provides for the possibility of applying all methods recognized by the OECD and will become mandatory starting in 2025.
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Country-by-Country Reporting (CBCR)

Normative Instruction 1.681/2016 provides for the obligation of submitting CbCR by the ultimate holding of multinational groups
which is a resident for tax purposes in Brazil and whose economic group has generated consolidated revenue exceeding BRL 2.26
billion or EUR 750 million in the tax year prior to the tax year of the report. Through the CbCR, the Brazilian tax authorities will
have access to information aggregated by each jurisdiction in which the multinational group operates:

e consolidated revenues, segregating those obtained in transactions with related and unrelated parties;

e income or losses before income tax;

e income tax and, in the case of Brazil, also the amount of CSLL paid;

e retained earnings;

e capital stock;

e income tax due;

e number of employees, workers and other associates;

e tangible assets other than cash and cash equivalents.

In addition to this, the reporting entity shall identify each entity that is a member of the multinational group, its jurisdiction

of residence for tax purposes, the place of incorporation (only when the tax residence does not correspond to the place of
incorporation) and the nature of its main economic activities. Multinational companies that are obliged to submit CbCR must
provide information from the economic group to the Brazilian tax authorities, who will exchange this information with the other
countries under the Multilateral Agreement of Competent Authority Agreement on the Exchange of Country-by-Country Reports,
which was signed on 21 October 2016.

F. Withholding Tax

Almost all remittances (except dividends) to companies or persons domiciled abroad are subject to withholding tax. Interest,
royalties and services paid to non-residents are generally subject to a 15% withholding tax unless when the beneficiary is resident
of a low-tax jurisdiction in which case the rate is 25%.

G. Exchange Control

The Central Bank allows the official exchange rate to float freely within periodically established bands but participation is
restricted to authorised dealers. The bank intervenes when there are signs of speculative operations. There is an official tourist
rate that ranges normally close to the commercial rate.

H. Personal Tax

Brazilian resident individuals are taxable on their worldwide income, as well as gains on the disposal of worldwide assets and
rights. An individual is resident in Brazil if he:

e Has an habitual residence in Brazil;

e Works for a Brazilian government department or agency outside Brazil;

e Enters Brazil under a permanent visa;

e Enters Brazil under a temporary visa to work and remains in Brazil for more than 184 days within a 12-month period.

As from 1 February 2024, all personal income in general is subject to tax at progressive rates from 0% (monthly taxable income
not exceeding BRL 2,259.20) to 27.5% (monthly taxable income exceeding BRL 4,664.68). Payments are made monthly and a
personal income tax return is filed annually. Capital gains that do not arise from financial investments are subject to income tax at
15%.

I. Treaty and Non-Treaty Withholding Rates

Interest Royalties
Individuals, Qualifying (%) (%)
companies (%) companies (%)
Domestic rates
Companies 0 0 0/15/25 15/25
Individuals 0 0 0/15/25 15/25
Treaty countries
Argentina -t -1 -1 -1
Austria 15 15 151 10/15/25%
Belgium 15 10° 10/15%12 10/15/20%
Canada -t 15* 10/15% 12 15/25%
Chile 15 10° 15 15
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Interest Royalties
Individuals, Qualifying (%) (%)
companies (%) companies (%)
China 15 15 15 15/25%
Czech Republic 15 15 10/15%% 4 15/25%%
Denmark 25 25 5% 15/25%
Ecuador 15 15 15 15/25%%
Finland 10 10 5% 10/15/25Y
France 15 15 10/15% 12 10/15/25Y
Hungary 15 15 10/15% % 15/25%
India 15 15 151 15/25%
Israel 15 10° 5% 10/15%
Italy 15 15 151 15/25%
Japan 125 125 12.51 12.5/15/25%
Korea 15 10/15°¢ 10/15%12 10/15/25%
Luxembourg 25 154 10/15% 12 15/25%
Mexico 15 107 151 10/15%
Netherlands 15 15 10/15% 12 15/25%
Norway -1 -1 -1 15/25%%
Peru 15 108 15 15
Philippines 25 152 151 15/25%
Portugal 15 10° 15 15
Russia 15 10% 15 15
Singapore® 15 10% 10/15% 10/15%
Slovak Republic 15 15 10/15 15/25%%
South Africa 15 10° 5% 10/15%
Spain 15 10/15°¢ 10/15% 1 10/15%
Sweden 25 25 15/25% 13 15/25%
Switzerland®® 15 0/10% 10/15% 10/15%
Trinidad and Tobago 15 10° 15 15
Turkey 15 10% 15 10/15%
Ukraine 15 10° 151 15
United Arab Emirates® 15 522 10/15% 15
Venezuela 15 10° 151 15
Notes:

There is no reduction under the treaty, the domestic rate applies.

The lower 15% rate applies to dividends distributed to companies, including partnerships.

The lower rate applies to a direct participation of at least 10% of the capital.

The 15% rate applies to an equity percentage of at least 10%.

The 10% rate applies to participations of at least 25% of capital or voting power.

The general treaty rate is 15%, which is reduced to 10% for participations of at least 25% of capital under the application of a
most favoured nation clause (Brazil-Israel treaty).

The lower 10% rate applies to participations of at least 20% of voting power.

The lower 10% rate applies when the beneficial owner is a company controlling directly or indirectly at least 20% of voting
power.
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9. The 10% rate applies to participations of at least 25% of capital held for an uninterrupted period of 2 years prior to distributing
the dividends.

10.The 10% rate applies to participations of at least 25% of capital.

11. Interest paid to the government of the other contracting state, a political subdivision thereof or an agency (including a
financial institution) wholly owned by that government or political subdivision is exempt from tax.

12.The 10% rate applies to interest on certain bank loans with a minimum term of seven years.

13.The 25% rate applies if the recipient is an individual or a partnership, 15% in all other cases.

14.The 10% rate applies to interest on certain long-term (at least 10 years) bank loans.

15.The 10% rate applies to interest on certain long-term (at least 8 years) bank loans.

16. The higher rate applies to trademark royalties.

17.The general rate under the treaty is 15%. The 10% rate applies to copyright royalties (including films, etc.). The 20% rate
applies to trademark royalties (the rate was reduced from 25% to 20% by a protocol that entered into force on 1 January
2008).

18.The general rate under the treaty is 15%. The 10% rate applies to copyrights royalties (excluding films, etc.). The 25% rate
applies to trademark royalties.

19. The general rate under the treaty is 12.5%. The 15% rate applies to copyright royalties of cinematograph films, etc., and the
25% rate applies to trademark royalties.

20.The rates under the treaty are 25% for trademark royalties and 15% for other royalties which are reduced under the
application of a most favoured nation clause: the rates for royalties are reduced to 15% for trademark royalties and to 10% for
other royalties (Brazil-Israel treaty).

21.The 25% rate applies to trademark royalties and royalties for the use, or right to use, films, tapes etc. while the 15% rate
applies to general royalties.

22.The rate under the treaty is 15%, which is reduced under the application of a most favoured nation clause to 10% for any
royalties other than those from trademarks (Brazil-South Africa treaty).

23.The rate under the treaty is 10% for copyrights royalties (including films, etc.) and 15% for all other royalties which are reduced
under the application of a most favoured nation clause: the rates for all types of royalties with the exception of trademark
royalties are reduced to 10% while the rate for trademark royalties remains at 15% (Brazil-Israel treaty).

24.The 10% rate applies if the beneficial owner holds directly at least 20% of the total capital of the dividend-paying company.

25. Effective date: 1 January 2022.

26.The reduced 10% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least
25% of the capital of the dividend-paying company throughout a 365-day period that includes the day of the payment of the
dividend (for the purpose of computing that period, no account shall be taken of changes of ownership that would directly
result from a corporate reorganisation, such as a merger or divisive reorganisation, of the company that holds the shares or
that pays the dividend).

27.The 10% reduced rate applies if the beneficial owner is a bank and the loan has been granted for at least five years for the
financing of the purchase of equipment or of investment projects.

28.The 15% rate applies in case of royalties arising from the use or the right to use trademarks. The 10% rate applies in all other
cases.

29.The 10% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least
10% of the capital of the dividend-paying company throughout a 365-day period that includes the day of the payment of the
dividend (for the purpose of computing that period, no account shall be taken of changes of ownership that would directly
result from a merger or divisive reorganisation, or from a change of legal form, of the company that holds the shares or that
pays the dividend). The 0% rate applies if the beneficial owner is a pension fund (subject to conditions) or the Central Bank.

30.The 5% reduced rate applies if the beneficial owner is the UAE, any political subdivision or local government thereof or a
government institution.
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British Virgin Islands

Member Firm

Contact Information

Road Town Mead Malone +1 284 499 4388
mmalone@mwmglobalhld.com

Basic Facts

Full name: British Virgin Islands
Capital: Road Town
Main languages: English
Population: 31,726 (2024 estimate)
Monetary unit: usD
Internet domain: vg
Int. dialling code: +1

Key Tax Points

e There is no corporate income tax, no capital gains tax, no branch profits tax and no VAT in the British Virgin Islands (BVI).

e Customs duties are levied on most goods imported into the BVI at ad valorem rates, expressed as a percentage of the value of
the goods. These rates range from 5% to 20%.

e There is no withholding tax on interest, dividends or royalties paid by BVI companies.

e Payroll tax is charged on every employer who carries on business on the BVI. An employer must pay to the BVI Tax Authority
14% of the employee’s remuneration over and above USD 10,000 per calendar year, split between the employee and employer
at a rate of 8% for the employee (as a deduction from the employee salary) and 6% for the employer.

A. Taxes Payable

Federal Taxes And Levies

Company Tax

Income tax is zero rated in the British Virgin Islands and as such there is effectively no corporate income tax.

Capital Gains Tax

There is no capital gains tax in the British Virgin Islands.

Branch Profits Tax

There is no branch profits tax in the British Virgin Islands.

Sales Tax / Value Added Tax (VAT)
There is no VAT on the British Virgin Islands.

Other Taxes

Hotel Accommodation Tax

Hotel Accommodation Tax is levied on all charges made to the person in respect of accommodation and all services rendered to
the person by or on behalf of the proprietor. The tax base is the figure to which the tax rate is applied. The tax base is calculated
by deducting the charges that are not associated with those made to the person in respect of accommodation, and all services
rendered to the person by or on behalf of the proprietor from the gross amount collected for the month. The tax rate is 10%.

Stamp Duty

Instruments to which stamp duty would typically apply include share transfers, charges over and transfers of real estate. The
amount of stamp duty payable on a particular instrument will depend on the nature of the instrument.

Customs Duty

Customs duties are levied on most goods imported into the British Virgin Islands at ad valorem rates, expressed as a percentage
of the value of the goods. These rates range from 5% to 20%. Goods are valued at the open market price. Some categories of
imports are exempt from customs duties, such as personal effects of returning residents and diplomatic personnel, specified drugs

PKF Worldwide Tax Guide 2024/25 127



and medical equipment and aircraft servicing equipment and fuel, and certain raw materials for local manufactures.

Real Estate Tax

The Property Tax Act establishes an annual tax on real property which is either, or a combination of, land tax and a building or
house tax. British Virgin Islanders are liable for land tax at USD 10 for the first acre and at USD 3 for each additional acre.

Rates for expatriates are as follows: USD 50 on one half acre or less, USD 150 on more than one half acre but not exceeding one
acre and USD 50 on each additional acre or part thereof exceeding one acre.

Payroll Tax

The Payroll Taxes (Act), 2004 provides for a tax to be levied on employers including self-employed persons in respect of actual
or notional remuneration. Remuneration for the purpose of the Act includes wages, salary, leave pay, bonus, gratuity, fees,
allowances, money paid under a profit-sharing scheme, severance pay, housing and other benefits in kind.

An employer or self-employed person is characterized as either a Class 1 employer or a Class 2 employer. To qualify as a Class 1
employer, all three conditions must be met:

e Payroll must not exceed $150,000 within a financial year.

e Annual turnover must not exceed $300,000.

¢ Employees and deemed employees must not exceed seven.

An employer or self-employed person who does not qualify as a Class 1 employer is a class 2 employer.
The tax payable together with the return is due for submission by the 21st of the month following to which the tax relates.

Payroll tax rates are as follows:

e The Class 1 employer and the class 1 self-employed person pay at a rate of 10% of the tax base (8% contributed by the
employee and 2% contributed by the employer).

e The Class 2 employer and the class 2 self-employed person pay at a rate of 14% of the tax base (8% contributed by the
employee and 6% contributed by the employer).

Each employee is entitled to an annual tax exemption of the first $10,000 earned remuneration. An employee with multiple
employers must advise both employers and the Commissioner of Inland Revenue. The primary employer or the employer with
whom he/she has been employed the longest has the benefit of the $10,000.00 tax exemption.

All forms and returns related to payroll taxes can be collected at the Inland Revenue Department.
A return is normally due from each employer within 21 days of the end of the month.

An annual return is due within 120 days of the end of the calendar year.

Social Security

Social security is deducted from all employment income to a maximum of $49,000 (insurable earnings) as follows:
e Private employees: 8.5% of insurable earnings (employers contribution 4.5% and employee 4%);

e Civil servants: 7.5% of insurable earnings (employers contribution 4% and employee 3.5%);

e Self-employed persons: 8.5% of insurable earnings;

e Voluntary contributors: 7% of earnings established by the Social Security Board.

Effective 1 January 2024, the maximum insurable earnings will be increased by 4.255%, from $47,000.00 to $49,000.00.

Maximum Contributions

Pay period insurable Employee Employer
earnings 4% 4.5%
Weekly $942.31 $37.70 $42.40 $80.10
Fortnightly $1,884.62 $75.40 $84.80 $160.20
Semi-Monthly $2,041.67 $81.66 $91.88 $173.54
Four Weekly $3,769.24 $150.80 $169.60 $320.40
Monthly $4,083.33 $163.33 $183.75 $347.08
Annually $49,000.00 $1,960.00 $2,205.00 $4,165.00

All contributions are due on or by the 14th of the following month which they are due. (e.g., payments for August 2024 are due by
14 September 2024). Payments made on or after the 15th will incur a 5% penalty.

National Health Insurance

o Effective 1 January 2024, the maximum insurable earnings for which contributions are payable will increase from $94,000.00
to $98,000.00.

e Employers are required to from insurable income (wages or salary) contribution rate of 7.5% (employer 3.75% and employee
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3.75%).

e The maximum amount on which NHI premiums will be assessed, is two times the upper wage limit for social security
contributions, which presently equals $8,166.67 per month. Therefore, the maximum amount payable per month by

employees and employers would be $306.25 each.

Maximum Contributions

Pay period insur:':lble Employee Employer
earnings 3.75% 3.75%

Weekly $1,884.62 $70.67 $70.67 $141.35

Fortnightly $3,769.24 $141.35 $141.35 $282.69

Semi-Monthly $4,083.33 $153.13 $153.13 $306.25

Four Weekly $7,538.48 $282.69 $282.69 $565.39

Monthly $8,166.67 $306.25 $306.25 $612.50
Annually $98,000.00 $3,675.00 $3,675.00 $7,350.00

Self-Employed

Self-Employed Persons contribute 7.5% of their insurable earnings.

Unemployed Spouses

Employed Persons with an unemployed spouse must contribute 3.75% of his/her insurable earnings on behalf of their

unemployed spouse.

Voluntary

Voluntary Contributors should pay 7.5% of earnings established by the NHI Board

All contributions are due on or by the 14th of the following month which they are due. (e.g., payments for August 2024 are due by

14 September 2024). Payments made on or after the 15th will incur a 5% penalty.

Various Levies

The following annual fees are levied on BVI companies. The fees vary by authorised share capital and by type of licence.

Details Annual Fees

Up to USD 50,000 or Foreign currency equivalent or authorised to issue up to 50,000 shares

USD 550 effective 1 January
2023

Exceeding USD 50,000 or foreign currency equivalent or authorised to issue more than
50,000 shares

USD 1,350 effective 1 January
2023

General banking licence

USD 125,000 to USD 250,000

Restricted Class | bank licence

USD 75,000 to USD 150,000

Restricted Class Il banking licence

uUSD 75,000 to 150,000

Insurance company licence

Up to USD 10,000

Class | trust licence UsD 16,000
Class Il trust licence USD 14,000
Class Il trust licence UsD 12,000
Restricted trust licence UsD 5,000

B. Determination Of Taxable Income

Not applicable.
C. Foreign Tax Relief

Not applicable.
D. Corporate Groups

Not applicable.
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E. Related Party Transactions

The British Virgin Islands do not have anti-avoidance legislation in force.

Country-by-Country reporting

The BVI International Tax Authority (ITA) has announced that, with effect from March 2020, it is accepting electronic filings for
Country-by-Country Reporting.

An MNE Group is a group that, with respect to any fiscal year, includes:

e Two or more enterprises which are tax resident in different jurisdictions; or

e An enterprise that is resident for tax purposes in one jurisdiction and is subject to tax through a permanent establishment in
another jurisdiction and, in either case, has a total consolidated group revenue of equal to or more than EUR 750 million for its
preceding fiscal year.

Any Constituent Entity of an MNE Group that is resident for tax purposes in the BVI must register with the ITA no later than the
last day of the reporting fiscal year of the relevant MNE Group.

A Constituent Entity of any MNE Group which fails to register with the ITA within the applicable timeframe will be liable on
conviction to a fine not exceeding USD 100,000.

CbC Reports must be filed within 12 months after the last day of the reporting fiscal year of the relevant MNE Group.
F. Withholding Tax

There is no withholding tax on interest, dividends or royalties paid by BVI companies. However, the BVI (like other dependent
territories) applies the European Union (EU) Savings Directive effective since 1 July 2005.

G. Exchange Control

Not applicable.
H. Personal Tax

As income tax in the British Virgin Islands is zero rated, there is effectively no personal income tax in the British Virgin Islands.

Payroll tax is charged on every employer who carries on business on the British Virgin Islands in respect of:

e remuneration paid by him to every employee; and

e deemed remuneration paid by him to every deemed employee for services rendered by the employee or deemed employee
wholly or mainly on the British Virgin Islands, whether or not the remuneration is paid on the British Virgin Islands. In addition,
a self-employed person is liable to payroll tax on his deemed remuneration.

An employer must pay to the British Virgin Islands Tax Authority 14% of the employee’s remuneration over and above USD
10,000 per calendar year. The 14% tax liability is split between the employee and employer at a rate of 8% for the employee (as a
deduction from the employee salary) and 6% for the employer.

A self-employed person is deemed to employ himself and to pay himself “deemed remuneration”, which is the greater of his
actual remuneration or his “notional remuneration”. A self-employed person is an individual who carries on business, otherwise
than as an employee, and benefits from income of the business, otherwise than by way of being paid actual remuneration.

I. Treaty And Non-Treaty Withholding Tax Rates

The British Virgin Islands have concluded double tax treaties with Australia, Denmark, Finland, New-Zealand, Norway, Sweden and
the United Kingdom.

In addition, the BVI has entered into tax information exchange agreements with 28 countries: Aruba, Australia, Canada, China,
Curacao, Czech Republic, Denmark, the Faroe Islands, Finland, France, Germany, Greenland, Guernsey, Iceland, India, Ireland, Isle
of Man, Japan, the Netherlands, New Zealand, Norway, Poland, Portugal, St. Maarten, South Korea, Sweden, the United Kingdom
and the United States.
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Brunei

Member Firm

Contact Information

Brunei Darussalam Lee Yun Chin +673 223 7905
yunchin@pkfbrunei.com

Basic Facts

Full name: Brunei Darussalam
Capital: Bandar Seri Begawan
Main languages: English, Malay
Population: 455,163 (2024 estimate)
Monetary unit: Brunei Dollar (BND)
Internet domain: .bn
Int. dialling code: +673

Key Tax Points

e Income tax in Brunei is governed by the Income Tax Act (Chapter 35) and Income Tax (Petroleum) Act (Chapter 119), Laws of
Brunei.

e Resident and non-resident companies are liable for corporate income tax on income accrued in, derived from or received in
Brunei from outside Brunei.

e Companies with Gross Sales or Turnover that does not exceed BND 1 million are exempted from corporate tax or taxed at a
zero rate. Audited financial statements are also exempted if none of the shares are held by corporate shareholders.

e The period of assessment is on a preceding year basis. Year of assessment is based on a calendar year ending 31 December.

e Dividends received from a corporation taxable in Brunei are exempt from tax.

e There is no capital gains tax in Brunei.

e There is no goods and services tax in Brunei.

e Tax exemption is available for pioneer industry companies between 5 to 20 years, depending on certain criteria being met.

e There are various tax exemptions and incentives to encourage trading and investment in Brunei.

e Up to a certain amount, chargeable income (Cl) of new companies is tax-exempt for the first 3 tax years of assessment. There
are also exemptions on 75% of the first BND 100,000 of Cl and on 50% of the next BND 150,000 of Cl.

e Transactions involving related resident and non-resident entities must be conducted on an arm’s length basis. There are no
thin capitalisation or controlled foreign company (CFC) provisions.

e Dividends are not subject to withholding tax in Brunei. Interest, royalty and certain other payments by Bruneian companies to
non-resident companies are, however, subject to withholding tax.

e There is no personal income tax in Brunei.

A. Taxes Payable

Company Tax

Resident and non-resident companies are taxed on income accruing in or derived from Brunei as well as on foreign income
received (actual or deemed) in Brunei. Remittance of foreign income (dividends, branch profits, services income) may be tax
exempt when remitted by a resident company under certain conditions.

A company, whether incorporated locally or abroad, is considered to be resident in Brunei for tax purposes if the control and
management of its business are exercised in Brunei. The control and management of a company are vested in its directors and a
company is normally regarded as resident in Brunei if, among other things, its directors” meetings are held in Brunei.

A resident company is taxed on its worldwide income to the extent of the income derived or accrued outside Brunei that is
(actually or deemed) to be received in Brunei, whereas a non-resident company is taxed solely on income that has a source in
Brunei or on profits from businesses in Brunei operated through a branch or permanent establishment.

The standard corporate tax rate for non-oil and gas related companies is 18.5% with effect from the 2015 year of assessment. The
corporate tax rate for companies that are engaged in the exploration and production of oil and gas is 55%.

A partial tax exemption is given for the first BND 250,000 of chargeable income (Cl). Under this scheme, 75% of the first BND
100,000 of Cl is tax exempt and 50% of the next BND 150,000 of Cl is tax exempt. Qualifying newly incorporated Bruneian
companies may enjoy a separate tax exemption scheme for their first 3 consecutive years of assessment. This scheme allows
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qualifying new companies to enjoy a tax exemption on the first BND 100,000 of Cl and on 50% on the next BND 150,000 of Cl.

The tax year, referred to as the year of assessment (YA), runs from 1 January to 31 December of each year. Income for the YA is
computed based on the income derived in the preceding calendar year (known as the basis year) from all sources. For businesses
with a non-31 December accounting year-end, the Collector of Income Tax of Brunei (CIT) accepts the accounting year as the basis
year instead of the calendar year. Under such circumstances, tax is assessed for each YA on the income for the accounting year
preceding that YA.

A company is required to file an estimate of its Cl along with the estimated tax payment within 3 months after the end of its
financial year. The annual corporate income tax return must be filed along with payment of tax by 30th June of the YA. All
completed returns will be accepted under self-assessment and any tax adjustments must be submitted separately to the tax
authority.

Failure to file returns is an offence against the Income Tax Act. Upon conviction, offenders are liable to a fine of BND 10,000, and
in default of payment, can be sentenced to imprisonment for up to 12 months.

Books of accounts including complete and accurate records of opening and closing inventories, purchases, sales, receipts, invoices
and all other documents relating to the business are to be kept for 7 years from the YA the income relates to.

Goods And Services Tax (Gst)

There is no GST in Brunei.

Stamp Duty

Stamp duties are levied at fixed or ad valorem rates on various business documents.

B. Determination Of Taxable Income

Brunei-incorporated companies are required to prepare their financial accounts according to International Financial Reporting
Standards (IFRS) for Public Interest Entities and Brunei Darussalam Accounting Standards (BDAS) for Non-Public Interest Entities.

The accounting profits are adjusted in accordance with Brunei tax rules to arrive at the taxable income.

Companies whose financial accounts are prepared with non-Brunei dollar functional currency are required to furnish their tax
computation in Brunei dollar. Expenses must be incurred wholly and exclusively for the production of income in order to be tax
deductible unless specifically disallowed or restricted (e.g. non-commercial motor vehicles, entertainment, expenses of a capital
nature, donations and gifts).

Interest Deductions

Interest expenses are tax deductible unless they are incurred in respect of non-taxable income or are regarded to be of a capital
nature. There are no thin capitalisation rules in Brunei.

Stock / Inventory

There are no prescribed valuation methodologies under domestic income tax law. As such, the CIT will generally accept the
valuation methodology consistent with the requirements of IFRS and BDAS.

Capital Gains And Losses

There is no capital gains tax in Brunei. Gains of a capital nature are not subject to income tax. Similarly, expenses of a capital
nature are not deductible for income tax purposes. The tax authority will look at the facts and circumstances of the transaction to
determine whether the gain is capital in nature or a trading gain which is subject to income tax.

Dividends

Dividends accrued in, derived from or received in Brunei by a corporation are included in taxable income. However, dividends
received from a corporation taxable in Brunei are exempt from tax.

Dividends received in Brunei from the United Kingdom or from Commonwealth countries are grossed up in tax computations, and
credit is claimed against the Brunei tax liability for tax suffered either under the double tax treaty with the United Kingdom or the
provision for Commonwealth tax relief.

Capital Allowance

Capital allowances, instead of accounting depreciation, are granted for plant and machinery acquired and used in trade or
business. Most plant and machinery qualify for three-year straight line tax depreciation. Low cost items (costing not more than
BND 2,000 per item) may be tax depreciated in full, subject to a total claim of BND 30,000 for each YA. Automation equipment
qualifies for 100% tax depreciation in the year of acquisition.

Capital expenditure incurred for the construction or acquisition of an industrial building qualifies for the Industrial Building
Allowance (IBA) if the building is used for qualifying purposes.

Unutilised capital allowances can be carried forward indefinitely but must be set off against income from the same trade.
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Tax Losses

Losses that are incurred by a company can be carried forward for a maximum of 6 years and set off against future income.

Tax Incentives

Full tax exemption is granted for pioneer status companies between 5 to 20 years, dependant on certain criteria being met.

Pioneer Status Companies

Exempt from Corporate Income Tax

Exempt from import duties on machinery

Exempt from import duties on raw materials

Tax exemption for up to 11 years

Expansion of Established Enterprise

Exempt from Corporate Income Tax

Minimum capital expenditure of BND 500,000

Additional tax exemption for up to 9 years

Foreign Loans for Productive Equipment

Exemption from withholding tax for interest paid

Minimum amount BND 200,000

Companies dealing with exports can choose to pay tax at a fixed rate of 1% on approved exports, in lieu of corporate tax. The total
turnover of the exporter is treated as exports if local sales do not exceed 20% of total turnover.

C. Foreign Tax Relief

Brunei has signed Avoidance of Double Taxation Agreements (DTA) with 18 countries. Brunei will grant a tax credit for foreign tax
suffered in the treaty country. The tax credit granted is limited to the lower of the foreign tax suffered and the Brunei tax payable
on that income.

Apart from these DTAs, Brunei has also established Tax Information Exchange Agreements (TIEAs) with 10 countries. Furthermore,
Brunei has also signed the Convention on Mutual Administrative Assistance in Tax Matters (MAC), which enables the exchange

of tax-related information between Brunei Darussalam and its signatory countries. Brunei is also committed to implementing the
Common Reporting Standard (CRS) for Automatic Exchange of Information (AEOI).

D. Corporate Groups

Group taxation is not permitted. The grouping of corporations has no tax implications as the tax laws treat each corporation in
isolation.

E. Related Party Transactions

Related party transactions have to satisfy the arm’s length principle.

F. Withholding Tax

Withholding tax will arise if the following payments are made and such expenses are borne by a person resident in Brunei or
having a permanent establishment in Brunei or which are deductible against any income accruing in or derived from Brunei:

1. Interest, commission, fee or other payment in connection with any loan or 2.5%
indebtedness

2. Royalties, lump sum payments or otherwise for the use of movable properties 10%

3. Payment for the use of or the right to use scientific, technical, industrial or 10%

commercial knowledge or information

4, Payment for rendering assistance or services in connection with the application or 10%
use of scientific, technical, industrial or commercial knowledge or information

5. Payment for the management or assistance in the management of any business 10%
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6. Rent or other payments for the use of movable property 10%

7. Non-resident directors’ remuneration 10%

Branch profits being remitted and payment of dividends to non-resident are not subject to withholding tax.

G. Exchange Controls

Since 1967, the local currency has been at par and interchangeable with the Singapore dollar. There are no restrictions on
currency movements or exchange controls; however, in line with international practice to deter money laundering, money
brought in and out of the Brunei exceeding the equivalent of BND 15,000 must be declared.

H. Personal Taxation

There is no personal tax on individuals in Brunei (residents and non-residents).

There are no social security contributions in Brunei. However, all citizens and permanent residents of Brunei must contribute to a
retirement benefits scheme (Skim Persaraan Kebangsaan (SPK)) up to the age of 60 years. The SPK was implemented in July 2023
and replaced the previous retirement benefits schemes under the Tabung Amanah Pekerja (TAP) and Supplemental Contributory
Pension (SCP).

The prescribed contribution rates at the level of the employer under the SPK are as follows:

Salary group Employer contribution rate

Up to BND 500.00 Set at BND 57.50
BND 500.01 — BND 1,500.00 10.5% (minimum BND 57.50)
BND 1,500.01 — BND 2,800.00 9.5%
BND 2,800.01 and above 8.5%

The employee is required to contribute a minimum of 8.5% towards the SPK.

I. Treaty Withholding Tax Rates

The chart shows the withholding tax rates applicable under the tax treaties that are currently in force. Brunei adopts a refund

method on DTA reliefs to ensure that the non-resident are entitled to the treaty benefits. The domestic withholding tax will

apply when the payments are made to non-resident. The non-resident may claim treaty benefit for reasons such as having no

Permanent Establishment in Brunei.

e Brunei does not levy any withholding taxes on dividend payments.

e Interest and royalties paid by resident companies to non-resident companies are subject to respectively a 2.5% and 10% final
withholding tax.

Dividends (%) Interest (%) Royalties (%)

Treaty Countries:

Bahrain 0 5 5
Cambodia 10 10 10
China 5 10 10
Hong Kong 0 5/10t 5
Indonesia 15 15 15
Japan 5/10? 10 10
Kuwait 0 0 15
Laos 5/10° 10 10
Luxembourg 0/10* 10 10
Malaysia 10 10 10
Oman 5 10 10
Pakistan 10 15 15
Qatar 0 0 5
Singapore 10 5/10° 10
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Dividends (%) Interest (%) Royalties (%)
South Korea 5/10° 10 10
United Arab Emirates 0 0 5
United Kingdom 0 -7 --/08
Vietnam 10 10 10
Notes:
1. 5% applies to interest payments to any bank or financial institutions; and 10% of interest payments in all other cases.

2.

N

5% applies if the beneficial owner is a company that has owned directly or indirectly, for the period of 6 months ending on the
date on which entitlement to the dividends is determined, at least 10% of the voting shares of the paying company; and 10%
of gross dividends in all other cases.

5% applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the capital of
the company paying the dividends; and 10% of gross dividends in all other cases.

0% applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the capital of
the company paying the dividends; and 10% of gross dividends in all other cases.

5% applies to interest payments to any bank or financial institutions; and 10% of interest payments in all other cases.

5% applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of the capital of
the company paying the dividends; and 10% of gross dividends in all other cases.

No reduction under the treaty; the domestic rate applies.

The exemption does not apply to royalty payments in respect of the operations of mines, quarries or exploitation of natural
resources. These payments are subject to the domestic rate; no reduction under the treaty.

p
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Bulgaria

Member Firm

Contact Information

Sofia Yulia Peeva +359 24394241
yulia.peeva@pkf.bg

Varna Venzi Vassilev +359 887 854 668
venzi.vassilev@pkf.bg

Basic Facts

Full name: Bulgaria
Capital: Sofia
Main languages: Bulgarian
Population: 6.62 million (2024 estimate)
Monetary unit: Bulgarian Lev (BGN)
Internet domain: .bg
Int. dialling code: +359

Key Tax Points

e Corporate Income tax in Bulgaria is a 10% flat rate on the taxable profit.

e The standard VAT rate is 20%. There is a reduced rate of 9% for hotel accommodation services, supplies of books and
periodicals in physical or online form, supplies of food suitable for babies or young children and baby hygiene articles,
restaurant and catering services, general tourist service supplies, supply of service for use of sports facilities, supply of central
heating, supply of natural gas, and 0% for supply of bread and flour.

e Withholding tax is due on dividends, interest, royalties and various other types of income, when distributed to a non-resident
entity.

e Bulgarian tax residents are taxed on their worldwide income. Non-residents are taxed only on their Bulgarian-sourced income.

e Aninheritance received by the surviving spouse, children and their descendants is exempt. Various rates of inheritance tax
apply to other relatives.

A. Taxes Payable

Company Tax

Corporate income tax in Bulgaria is levied at a 10% flat rate on taxable profits. Taxable entities are:
e Companies and partnerships established under Bulgarian law; and,
e Permanent establishments of non-resident entities in Bulgaria.

The taxable profit is the financial result adjusted for tax purposes. Accounting and reporting rules usually apply IFRS or use local
Bulgarian GAAP (for small and medium-sized enterprises). The annual corporate tax return has to be submitted from 1 March to
30 June of the following year. The tax year is the calendar year. Quarterly or monthly advance corporate tax instalments are due
during the year. The corporate tax is due by 30 June after deducting the advance corporate tax paid.

A separate tax declaration for Advance Corporation Tax (ACT) instalments is filed from 1 March to 15 April. The ACT payments are
calculated on the basis of net sales revenue for the year before the previous one. For example, the ACT payments for year 2024
are based on year 2022 net sales revenue.

Newly incorporated entities do not make ACT instalments for the year of establishment and for the subsequent year.

The deadlines that are introduced are:
e Changing the ACT instalment amount - to be determined by 15 November of the current year;
e Payment of the last ACT instalment (monthly or quarterly) — 1 December of the respective year.

The allowable excess of the overall Corporation Tax over the ACT instalments paid for the corresponding year is 25%. In case the
excess is higher than 25%, penalty interest is calculated on the excess amount for the period from 16 April to 31 December.

Possibility to file a corrective annual corporate income tax return

Taxpayers are able to file a one-off corrective corporate income tax return in case of errors identified after 30 June of the following
year and the submission of the regular corporate income tax return. The corrective tax return should be filed by 30 September.
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Mandatory electronic submission of tax returns

Taxpayers are obliged to submit all returns under the Corporate Income Tax Act electronically.

One-Off Tax on Certain Expenses

Certain expenses paid to employees, or on behalf of employees, are subject to a one-off tax. Expenses subject to the one-off tax

are:

e representative expenses, related to the business activity of the company;

e social expenses provided in-kind to the employees (e.g. fringe benefits) except for food vouchers up to BGN 200 and voluntary
insurance contributions (social, health and life insurance) up to BGN 60 per employee per month;

e expenses in kind related to personal use of company assets.

The one-off tax rate is 10% on representative expenses and social expenses, and 3% on expenses in kind related to personal use
of company assets. Both the respective expense and the applicable one-off tax are deductible for corporate income tax purposes.
The taxes are due by 30 June of the following year.

Capital Gains Tax

Capital gains of companies are treated as ordinary trading income and are taxed at the corporate tax rate of 10%.

Branch Profits Tax
Branch offices of foreign registered companies are taxed as domestic entities.

There is no branch remittance tax in Bulgaria.

Value Added Tax (VAT)

The Bulgarian VAT legislation is based on the EU VAT rules and Directive 2006/112/ EC. The VAT rates are:

e 20% for domestic supplies, intra-community acquisitions and importation from non-EU countries;

e 9% for hotel accommodation services, supplies of books and periodicals in physical or online form, supplies of food suitable for
babies or young children and baby hygiene articles, restaurant and catering services, general tourist service supplies, supply of
service for use of sports facilities, supply of central heating, supply of natural gas; and

e 0% for supply of bread and flour.

Exemptions:

e With the right to deduct input VAT - intra-community supplies, export to non-EU countries, international transport of goods
and passengers, certain supplies related to international transport, sale of duty-free goods under certain conditions, certain
transactions related to international trade, specific supplies under international treaties, etc.

¢ No right to deduct input VAT - transfer or rental of land or rights over land (except for building land and land adjacent to new
buildings), the transfer of old buildings or parts thereof, rental for residential purposes to individuals (an option to tax these
transactions is available); financial and insurance services; gambling; certain services related to health, education, religion,
culture, etc.; other specific supplies (e.g., importation of certain goods and up to a certain limit).

VAT Registration:

Entities are obliged to register for Bulgarian VAT purposes if they have performed:

e Transactions with a place of supply in Bulgaria for which VAT should be charged by the supplier exceeding BGN 100,000
(approximately EUR 51,130) for the last 12 months;

e Intra-community acquisitions exceeding BGN 20,000 (approximately EUR 10,200) during the calendar year; or

e Iftwo or more related parties carry out in succession similar business in the same commercial premises.

Foreign taxpayers who have no place of business in Bulgaria but make local taxable supplies, for which the reverse charge
mechanism does not apply, should register for VAT purposes in Bulgaria no later than seven days prior to the date on which the
tax in respect of their first supply in Bulgaria becomes due.

Entities established in an EU Member State performing supply of goods with installation in Bulgaria to customers non-registered
for VAT purposes are obliged to register irrespective of their taxable turnover. Foreign entities which receive services with a place
of supply in Bulgaria for which the recipient has to self-charge Bulgarian VAT are also obliged to register irrespective of their
taxable turnover. Any entity may apply for voluntary VAT registration. However, if voluntarily registered, such entity will not be
able to deregister for one year following the year of registration.

Distance sales of goods:
Taxpayers have the opportunity to report and pay VAT in a single Member State regardless of where the VAT is due.
As of 1 July 2020 the threshold for distance sales for all Member States is EUR 10,000 (excluding VAT) per annum.

Distance sales of imported goods in consignments not exceeding EUR 150 are exempt from VAT at import. The VAT should be
settled by persons applying this scheme in the respective Member State of registration.

The scope of the non-EU scheme is extended, and covers all services performed by non-EU suppliers to non-taxable persons in
the EU (B2C). Examples of such services that were not covered by the scheme until now are accommodation services, access to
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events, transport services, car rentals, etc.

The scope of the EU scheme applies to intra-Community distance sales (including domestic distance sales) performed by EU
suppliers and non-EU suppliers. The scheme also applies to B2C services supplied to non-taxable persons by EU suppliers
established in a Member State different from the one of the customer.

VAT returns and payment:

Monthly VAT returns are filed and the tax is due by the 14th of the following month. The tax period is a calendar month. European
sales list (VIES) returns have to be filed monthly by the same deadline if intra-community supplies of goods or certain services
have been performed during the respective month.

VAT refund:

VAT can be refunded through a VAT return within:

e 2 months (period for carry forward and offsetting of input VAT against output VAT) and 30 days of filing the last VAT return
(period for effective refund); or,

e 30 days of filing the VAT return for entities which have performed certain zero-rated supplies exceeding 30% of the total
turnover from taxable supplies for the last 12 months.

An investor in a large investment project which has received authorization by the Ministry of Finance can receive a refund within
30 days. The investor can also apply reverse charge for VAT on import of goods (without effective cash outflow). EU based foreign
entities which are not registered and established for VAT purposes in Bulgaria can receive a refund of the local input VAT incurred
for goods and services used for supplies with a place of supply outside Bulgaria. A specific procedure with the authorities of the
EU Member State of establishment has to be followed. Non-EU based entities may be entitled to a refund on a reciprocal basis
(i.e., if their country of tax residence provides the right to a VAT refund to Bulgarian entities).

Pro-rata VAT deduction in specific cases:

VAT-registered persons will be obliged to claim a pro-rata VAT credit for the acquisition of long-term assets, which will be used
both for business and personal use. A VAT credit can be claimed only for the part used for economic activities. The pro-rata should
be determined based on an allocation key, which guarantees the most precise calculation of the VAT which can be deducted.

The pro-rata deduction above is different from the existing proportional (partial) deduction. The latter applies when the acquired
goods or services are used both for taxable and exempt services. For example, if the part of the long-term asset used for the
economic activity of the entity is utilized both for taxable and exempt supplies, the taxable person will be entitled to claim a pro-
rata VAT deduction, as well as a proportional (partial) VAT deduction.

The definition of long-term assets for VAT purposes includes real estate, vehicles and other goods and services, which are or
would have been long-term assets under the Corporate Income Tax Act with a value of BGN 5,000 (EUR 2,550) or greater.

Taxable persons will be able to claim a pro-rata VAT credit for the acquisition of goods and services, which are not or would not
have been long-term assets, if these goods and services are used partially for personal needs or VAT exempt supplies. In this case,
the taxable person could claim a VAT credit only for the part used for taxable supplies. This part should be determined based on

a reasonable method. If the taxable persons decide to use this option, they will not have to observe the rules for proportional
(partial) deduction in respect of the same goods and services, when these are also used for exempt supplies.

Local Taxes

Real Estate Tax

Real estate tax is levied between 0.01% and 0.45% annually on the higher of the gross book value and the tax value of the
immovable property (on the tax value for residential property). The exact rate is determined by the municipality in which the real
estate is situated.

Transfer Tax

Transfer tax is levied between 0.1% and 3% on the higher of the sales price and the tax value of the transferred real estate/the
insurance value of cars. The exact rate is determined by each municipality.

Vehicle Tax

Vehicle tax is levied depending on the type and characteristics of the vehicle. It applies to cars, ships and airplanes. The tax rate is
determined by each municipality within the ranges stipulated in the law.

Donation Tax

Donation tax is levied between 3.3% and 6.6% on the value of the donation. The exact rate is determined by each municipality.
Lower rates and exemptions apply to donations between relatives.

Inheritance Tax

An inheritance received by a surviving spouse, their children and their descendants is exempt. The tax is between 0.4% and 0.8%
on an inheritance exceeding BGN 250,000 (approximately EUR 128,000) in favour of brothers, sisters and their descendants
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(between 3.3% and 6.6% for other heirs). The exact rate is determined by each municipality.

Tourist Tax

Tourist tax is levied between BGN 0.2 and 3 (approximately EUR 0.1 and 1.5) per night. The exact rate is determined by the
municipality in which the accommodation facilities are located.

B. Determination of Taxable Income

Profits include all income and capital gains. The taxable basis is the accounting profit adjusted for prescribed items. Broadly,
expenses incurred wholly and exclusively for business purposes are deductible. The accounting profit is adjusted in accordance
with the rules of the corporate income tax legislation, the most important of which are listed below.

Depreciation

For tax purposes, the straight-line method is normally adopted. Assets purchased during the year should have the depreciation
time apportioned.

Asset Annual rate of depreciation (%)
Buildings, industrial facilities, communication devices and 4
lines, electricity grid
Machinery, fittings and manufacturing equipment 30/50*

Vehicles, excluding automobiles; roads and airplane runways 10
Computers, software and rights of using software 50
Automobiles 25

Assets with limited term of use under contract or under legal 100/years of use; not more than 33 1/3

obligations

All other depreciative assets 15

* Possibility to be 50% when new investment is made and the equipment is brand new.

Inventory

Inventory is generally valued at the lower of cost or market value. Cost may be determined on the basis of FIFO or average cost
method.

Capital Gains And Losses

In general, capital gains and losses are included in the trading income of companies, and in normal income for individuals, and
taxed accordingly with the normal rates of corporate or personal income tax.

Dividends

Subject to 5% withholding tax when distributed to individuals, resident non-profit entities and non-residents (except for EU/EEA
entities). Dividends distributed to resident companies are not included in their taxable income except for dividends distributed by:
e Special purpose investment companies; and,

e Non-EU/EEA foreign entities.

Interest Deductions

Interest paid by a company is treated as an ordinary business expense unless it falls under the provision of thin capitalisation.
Under the thin capitalization rules, if the debt-to-equity ratio of the company exceeds 3:1 (some of) the interest expense may not
be tax deductible in the current year.

If the threshold of EUR 3 million borrowing costs per year is reached, the excess interest costs will be deductible up to 30% of the
taxpayer’s EBITDA.

If the borrowing costs are under EUR 3 million per year, then a modified version of the existing thin capitalisation regime will be
applied in parallel to the new interest limitation rules where the conditions for the latter are met. The existing 5-year limitation for
carry forward of the non-deductible interest expenses under the thin capitalisation rule has been abolished.

Losses

Corporate tax losses can be carried forward over the next five consecutive years. Losses cannot be carried back against profits of
previous years.

Foreign Sourced Income

The Bulgarian tax authorities levy taxes on resident companies on all profits arising from foreign sources in the same way as
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income from local sources.

Incentives - Tax Holiday

The amount of the annual corporate income tax due by entities on their profits from manufacturing, including toll manufacturing,
may be partly or fully reduced. The application of the tax holiday is subject to certain limitations and conditions, including EU state
aid restrictions.

Exemptions From Corporate Tax

Special purpose investment companies, collective investment schemes authorized for public offering in Bulgaria and national
investment funds are not subject to corporate income tax.

C. Foreign Tax Relief

Bulgaria has concluded some 70 international treaties for avoiding double taxation (see table below and comments in the
“Withholding Tax” section below). Foreigners may also be exempt from social security contributions in Bulgaria or the
contributions they make can be recognised in their home country under an applicable bilateral or multilateral social security
agreement.

D. Corporate Groups

There is no group taxation for corporate income tax or for VAT purposes in Bulgaria.

E. Related Party Transactions and Transfer Pricing Rules

Although Bulgarian legislation requires entities to prove the arm’s length principle in related party transactions, there is no Act
with legislative power that obliges the multinational entities to publish Local and Master files, unless specifically required by the
tax authorities. The OECD Transfer Pricing Guidelines are generally followed in such cases. However, Country-by-Country reporting
is mandatory.

The taxpayers required to prepare annual transfer pricing documentation are the entities which at 31 December of the prior year
exceed two of the following thresholds:

¢ Net book value of assets: BGN 38 million; or

e Net sales: BGN 76 million; or

e Average number of employees during the reporting period: 250.

The Bulgarian transfer pricing rules require that taxpayers apply arm’s length prices in their related party transactions. Bulgarian
transfer pricing rules envisage five methods for determining arm’s length prices:

e The Resale Minus Method;

e The Comparable Uncontrolled Price Method;

e The Cost Plus Method;

e The Transactional Net Margin Method; and,

e The Profit Split Method

A taxpayer is obliged to prove the arm’s-length character of its related party transactions during a tax audit by applying one of the
above methods.

F. Withholding Tax

Withholding tax is due on the following types of income when distributed to a non-resident entity:

e Dividends and liquidation quotas;

e Interest, royalties, franchising and factoring fees; exemptions apply to interest on bonds issued by EU/EEA entities, traded
on regulated markets, and loan interests for loans provided by EU/EEA entities to local entities, where the EU/EEA entity has
issued bonds in order to provide the loan, and these bonds are traded on an EU/EEA regulated market;

e Technical (including consultancy) and management services fees;

e Income from hiring out movable or immovable property;

e Capital gains from transfer of real estate;

e Capital gains from disposal of financial assets issued by resident entities or the State and municipalities (exemption for capital
gains from disposal of shares on a regulated Bulgarian/EU/EEA market);

e Penalty or damages payments (except for insurance compensation) distributed to entities tax resident in low tax jurisdictions.

Withholding Tax Rates

* 5% on the gross amount of dividends and liquidation quotas (0% for distributions to EU/EEA entities);

e 0% on interest and royalties distributed to related party legal entities resident in the EU (subject to certain conditions);
e 10% on the gross amount for all other taxable income.

The withholding tax rates may be reduced under an applicable double tax treaty.

Refund Opportunities

Entities resident in the EU/EEA may declare tax deductible expenses and claim a corresponding refund of the withholding tax paid
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on a gross basis. The claim is annual and should be filed by 31 December of the following year.

Payment

The tax should be withheld by the resident payer and remitted to the budget within one month following the quarter of accrual
of the income. In case of capital gains, it is their recipient which should remit the withholding tax due within the term indicated
above.

Tax Treaty Application

If available, double tax treaty relief may be applied by the income recipient directly if the income accrued for the calendar year
does not exceed BGN 500,000 (approximately EUR 255,000). In all other cases a non-resident can benefit from tax treaty relief if
an advance clearance is obtained from the Bulgarian tax authorities under a specific procedure.

G. Exchange Controls And Limitations of Payments In Cash

There are no exchange controls in Bulgaria. The limit for cash payments is BGN 10,000.

H. Personal Tax

The personal income tax rate is a flat rate of 10% on the taxable income for individuals and 15% for the taxable income of sole

traders. In general, individuals are considered Bulgarian tax residents if:

e They have stayed in Bulgaria for more than 183 days in any 12-month period;

e The centre of their vital interests is in Bulgaria (determined in view of their personal and economic ties to the country, e.g.
factors like permanent address in Bulgaria, family, employment, possession of property, etc.).

Generally, taxable income includes monetary income, as well as benefits received in-kind (except for non-taxable items and “in-
kind social expenses”). Bulgarian tax residents are taxed on their worldwide income, while non-residents are taxed only on their
Bulgarian-sourced income.

Exempt Income

Certain types of income are exempt from taxation, including capital gains from the disposal of shares on a regulated Bulgarian/
EU/EEA market, income from disposal of certain real estate, etc.

Deductions

Tax deductions apply in some cases, including:

e Mandatory social security and health insurance contributions;

e Statutory deductions for freelancers, for rental income, etc.;

e Voluntary personal insurance up to certain limits;

e Certain donations and other specific situations (e.g. disabilities).

Tax relief for children and children with disabilities:
e BGN 6,000 for one child;

e BGN 12,000 for two children;

e BGN 18,000 for three or more children;

The amount of the tax relief for disabled children is BGN 12,000.

Tax relief for payments related to labour for improvements and/or repair works in one residential property is in place. The amount
of the tax relief is up to BGN 2,000, subject to conditions that should be simultaneously met.

Lump-Sum Taxation

Lump sum taxation is applicable to certain sole traders with annual turnover of less than BGN 100,000 (approximately EUR
51,130).

Filing Personal Tax Returns

The annual personal income tax return has to be submitted by 30 April of the following year (the tax year coincides with the
calendar year). The tax has to be paid by the same deadline. A 5% reduction of the outstanding tax can be applied if:

e The annual tax return is filed electronically and the tax is paid before 31 March of the following year; and,

e The taxpayer currently has no outstanding liabilities towards the Budget.

Individuals who fulfil the above requirements may utilise the 5% discount from their outstanding tax liability, but no more than
BGN 500 (EUR 256). Individuals are generally not obliged to file annual tax returns if they have received only employment income
for which the full tax due has been withheld by the employer on a ‘pay as you earn’ basis, non-taxable income and/or income
subject to one-off tax.

Individuals will be allowed to file a corrective tax return once until 30 September of the following year if they find an error in their
submitted annual tax return. Certain types of foreign-sourced income under Art. 38 of the PITA (e.g. dividends, interest, etc.) are
reported and taxed along with the individual’s annual Bulgarian tax return for the respective year.
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Successors are able to file annual tax returns for the income of deceased individuals. If one of the successors submits a tax return,
the others are exempted from this obligation.

One-Off Taxation of Certain Income

One-off tax is due on income received by non-resident individuals from:

¢ Dividends and liquidation quotas distributed by a Bulgarian resident company;
* Management and technical services fees;

e Interest, royalties, franchising and factoring fees;

* Income from hiring out movable and immovable property;

e Capital gains from disposal of real estate and financial assets; and,

e Certain other income.

One-off tax is due on dividends and liquidation quotas distributed to a Bulgarian resident by a Bulgarian or by a non-resident
entity. EU resident individuals may declare deductible expenses and claim a corresponding refund of the one-off tax paid on a
gross basis under certain conditions.

One-Off Tax Rates

e 0% for capital gains from the disposal of shares on a regulated Bulgarian/EU/EEA market by EU/EEA residents;

e 5% for dividends and liquidation quotas;

e 7% for income from voluntary life insurance received after the termination of the insurance policy (if the policy term is more
than 15 years);

e 10% for all other income.

The one-off tax rates may be reduced under an applicable double tax treaty.
Social Security And Health Insurance

Mandatory Insurance Contributions

Between 32.7% and 33.4% paid by both the employer and the employee according to a 60:40 ratio. This includes:
e 14.8% - pension fund;

* 5% - universal pension fund;

e 0.4%-1.1% - occupational accident and professional disease fund (rate depending on the field of activity);

e 3.5% - general illness and maternity fund;

e 1% -unemployment fund; and,

e 8% - health insurance fund.

The social security base is the gross remuneration less statutory deductions in some cases and is capped at BGN 3,750
(approximately EUR 1,900) monthly. The minimum income for social security purposes is BGN 933 for self-employed individuals
and for registered farmers.

I. Treaty and Non-Treaty Withholding Tax Rates

Dividends Interest Royalties

(%) (%) (%)
Domestic rates 0/5* 0/10? 0/103
Treaty Countries:
Albania 5 10 10
Algeria 5 10 10
Armenia 5 10 10
Austria 0 0 0
Azerbaijan 8 7 5/10
Bahrain 5 5 5
Belarus 5 10 10
Belgium 0 10 5
Canada 5 10 10
China 5 10 7/10
Croatia 5 5 0
Cyprus 0 7 10
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Dividends Interest Royalties

(%) (%) (%)
Czech Republic 0 10 10
Denmark 0 0 0
Egypt 5 10 10
Estonia 0/5 5 5
Finland 0 0 0/5
France 0 0 5
Georgia 5 10 10
Germany 0 0 5
Greece 0 10 10
Hungary 0 10 10
India 5 10 10
Indonesia 5 10 10
Iran 5 5 5
Ireland 0 5 10
Israel 5 5/10 7.5
Italy 0 0 5
Japan 5 10 10
Jordan 10 10 10
Kazakhstan 5 10 10
Korea (North) 5 10 10
Korea (South) 5 10 5
Kuwait 0/5 5 10
Latvia 0 5 5/7
Lebanon 5 7 5
Lithuania 0 10 10
Luxembourg 0 10 5
Malta 0 0 10
Moldova 5 10 10
Mongolia 5 10 10
Montenegro 10 10
Morocco 5 10 10
Netherlands 0 0 0
North Macedonia 5 10 10
Norway 0 0 0
Pakistan 12.5 10 10/12.5
Poland 0 10 5
Portugal 0 10 10
Qatar 0 3 5
Romania 0 10 10
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Dividends Interest Royalties

(%) (%) (%)
Russia 5 10 10
Saudi Arabia 5 5 5/10
Serbia 5 10 10
Singapore 5 5 5
Slovakia 0 10 10
Slovenia 0 5 5/10
South Africa 5 5 5/10
Spain 0 0 0
Sweden 0 0 5
Switzerland 0 10 0
Syria 5 10 10
Thailand 5 10 5/10
Turkiye 5 10 10
Ukraine 5 10 10
United Arab Emirates 0/5 2 5
United Kingdom 0 0/5 5
United States 5 0/5/10 5
Uzbekistan 5 10 10
Vietnam 5 10 10
Zimbabwe 5 10 10

NOTES:

1. In general, the gross amount of dividends is subject to 5% final withholding tax. Liquidation quotas undergo the same tax
treatment as dividends.
However, dividends and liquidation quotas paid to entities residing in an EEA country are exempt from withholding tax. The
exemption does not apply to dividends in the form of hidden distribution of profits. No other conditions apply in order to
qualify for the exemption.
By virtue of the European Union-Switzerland Exchange of Information Agreement (2004), Bulgaria exempts dividend payments
to Swiss companies under essentially the same conditions as those of the Parent-Subsidiary Directive (2011/96) before the
amendments effective from 1 January 2005; thus, a minimum holding of 25% for at least 2 years is required.

2. The gross amount of interest, including interest under finance lease contracts, is subject to a 10% final withholding tax.
The Interest and Royalties Directive (2003/49) precludes any taxation on interest and royalties payments to associated EU
companies and permanent establishments of associated EU companies situated in another EU Member State. No withholding
tax is due on interest and royalties payable by resident entities to associated EU companies and permanent establishments of
associated EU companies situated in another EU Member State. The tax exemption is applicable under certain conditions.
Two companies are “associated” if one of them holds directly at least 25% of the capital of the other, or a third company holds
directly at least 25% of the capital of the two companies, whereas all companies involved are EU tax residents. A minimum
holding period of 2 years is required. An express requirement is stipulated that the relevant companies must have a legal
form listed in the Interest and Royalties Directive (2003/49) and be subject to a corporate income tax without the option for
exemption.
By virtue of the European Union-Switzerland Exchange of Information Agreement (2004), as of 1 January 2015, Bulgaria
exempts interest and royalty payments to Swiss companies under essentially the same conditions as those of the Interest and
Royalties Directive (2003/49). A minimum holding of 25% for at least 2 years is therefore required.

3. The gross amount of a royalty is subject to 10% final withholding tax.
For the implementation of the Interest and Royalties Directive (2003/49) and the European Union-Switzerland Exchange of
Information Agreement (2004) with regard to royalties, see footnote 2.
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Burkina Faso

City Name Contact Information

Ouagadougou Stefaan De Ceulaer +44 20 3691 2511
Stefaan.deceulaer@pkf.com

Basic Facts

Full name: Burkina Faso
Capital: Ouagadougou
Main languages: French, Mossi, Bissa, Dyula, Fula
Population: 23.71 million (2024 estimate)
Monetary unit: West African CFA Franc (XOF)
Internet domain: .bf
Int. dialling code: +226

Key Tax Points

e The standard corporate income tax rate is 27.5%.

e A branch profits tax is levied at the rate of 12.5% on a taxable base of 75% of profits realized in Burkina Faso, resulting in an
effective rate of 9.375%.

e VAT is levied at a standard rate of 18%.

e Losses may generally be carried forward for up to 5 years. Loss carry-back is not allowed.

¢ Dividends paid to non-resident companies are subject to a 12.5% final withholding tax on the gross amount. This rate is
reduced to 6.25% for newly incorporated companies during the first 3 years of activity and for mining companies.

e Interest derived by a non-resident company is subject to a standard 25% final withholding tax on the gross amount. Reduced
rates may also apply.

e Royalties and payments for services (including technical and management fees) paid to non-resident companies are subject to
a 20% final withholding tax rate on the gross amount.

A. Taxes Payable

Company Tax

Resident companies are subject to corporate income tax on their Burkina Faso-source business income and worldwide passive
income.

The standard corporate income tax rate is 27.5%.

Minimum lump-sum tax

This tax applies to companies with a negative financial result or whose effective corporate tax charge is less than the below-
mentioned lump-sum amounts. The minimum lump-sum tax is the higher of 0.5% of the turnover (excluding taxes) or:

e FCFA 1 million for companies under the standard regime; and

e FCFA 300,000 for companies under the simplified regime.

Capital Gains Tax

e Capital gains on immovable properties realized by resident companies are subject to corporate income tax at the standard rate
of 27.5%

e A special tax applies to gains realized on the transfer of shares in resident companies.

e Gains from the disposal of intangibles are subject to corporate income tax as ordinary income derived by a company.

Branch Profits Tax

A branch profits tax is levied at the rate of 12.5% on a taxable base of 75% of profits realized in Burkina Faso, resulting in an
effective rate of 9.375%.

Value Added Tax (VAT)
VAT is levied at a standard rate of 18%.

B. Determination of Taxable Income

Taxable profit is the net profit determined based on the overall results of all types of transactions carried out by legal entities,
including, in particular, disposals of any of the assets, whether during or at the end of the operations, less deductible expenses.
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Expenses are deductible, provided that they are deemed to be necessary for the generation of income and meet the following

conditions:

e They are incurred for the direct interest of the business or in connection with the normal management of the company;

e They correspond to an actual cost incurred and are duly justified. Expenses that are not included in the accounts of the
company or have not been accounted for as such are not deductible;

e resultin a decrease of the company’s net assets; and

e areincluded in the profit and loss accounts of the relevant year.

Disallowed Expenses

Disallowed expenses include, among others:

e expenses related to exempt income;

e expenses having the nature of an investment;

e amounts committed for the acquisition of fixed assets;

e the amounts of transactions, fines, confiscations, penalties and surcharges of any kind;
e expenditures incurred for the purpose of settling a capital debt.

Depreciation

Fixed assets (except for land and goodwill) are depreciated using the straight-line method over the useful life of the asset. Rates
contained in the Tax Code are as follows:

Tourism vehicles 33.33%
Office furniture and equipment 20%
Hardware (or computers) 50%
Big equipment (e.g. bulldozers) 10%
Factory/plant 5%
Installation (facilities), development and arrangements 10%

Interest Deductions

e Interest paid by a company to shareholders on amounts that they lend to or place at the disposal of the company is
deductible, subject to the condition that the interest rate charged does not exceed the legal interest rate plus two percentage
points as provided by the BCEAO (Central Bank of West-African states). The legal rate for 2022 is 4% (2021; 4.2391%), the
maximum rate is therefore 6% (2020; 6.2391%).

e Interest paid by a company on loans from third parties, subject to the condition that the loan transaction is commercially
justifiable and thus deductible, provided the interest rate charged does not exceed the legal interest rate as provided by the
BCEAO (see above, 2022: 4%).

* Inany case, the deductible interest expense is limited to 15% of EBITDA, subject to certain exceptions.

Losses
Losses may generally be carried forward for up to 5 years. Loss carry-back is not allowed.

C. Foreign Tax Relief

The Tax Code does not contain unilateral provisions for the prevention of international double taxation.

Relief from double taxation is available under double tax treaties concluded by Burkina Faso. The credit method is generally
applicable in such cases.

D. Corporate Groups

There is no tax consolidation regime in Burkina Faso.

E. Related Party Transactions

A number of new transfer pricing provisions have been introduced by the 2023 Finance Law.

In order to determine corporate tax payable by companies which are dependent on or which have the control of companies
operated in Burkina Faso or outside Burkina Faso, the profits indirectly transferred to the latter, either by increasing or reducing
the purchase or sale prices, or by any other means, are incorporated into the results as shown by the accounts. The profits
indirectly transferred are determined by comparison with those which would have been realized in the absence of a link of
dependence or control.

Links of dependence or control are deemed to exist between two companies:
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a) when one company holds, directly or through an intermediary, the majority of the share capital or voting rights of the other or
in fact exercises decision-making power there; or

b) when they are both placed, under the conditions defined in a), under the control of the same company or the same person.

The condition of dependence or control is not required when the transfer is made with companies established in a foreign State
or in a territory located outside Burkina Faso whose tax regime is privileged within the meaning of article 65 paragraph 1 of the
Tax Code.

Transfer pricing documentation

Companies operating in Burkina Faso which are dependent on or which have the control of companies located in Burkina Faso or
outside Burkina Faso must submit an annual declaration of transfer prices within the period provided for in article 95 of the Tax
Code.

This reporting obligation applies to any company:

¢ That has an annual turnover excluding taxes or gross assets greater than 1,000,000,000 FCFA; or

e That holds at the end of the financial year, directly or indirectly, more than half of the capital or voting rights of a company
operated in Burkina Faso or outside Burkina Faso whose annual turnover excluding tax or gross assets are greater than
1,000,000,000 FCFA;

e of which more than half of the capital or voting rights is held, at the end of the financial year, directly or indirectly, by a
company operating in Burkina Faso or outside Burkina Faso whose annual turnover excluding tax or the gross assets are
greater than 1,000,000,000 FCFA.

CbC Reporting

Any company operating in Burkina Faso is required to file, within twelve months of the end of the fiscal year, electronically, a
country-by-country report, in a format established by the Tax Administration, including the distribution of country profits by
country of the group of multinational companies to which it belongs and tax and accounting data as well as information on the
place of exercise of the activity of the companies of the group when:

a) itdirectly or indirectly holds a stake in one or more companies in such a way that it is required to draw up consolidated
financial statements in accordance with the accounting legislation in force or would be required to do so if its shareholdings
were listed on the Regional Stock Exchange (BRVM);

b) it achieves a consolidated annual turnover excluding taxes greater than or equal to 491,000,000,000 FCFA for the financial year
preceding that to which the declaration relates;

c) no other company holds, directly or indirectly, in the above-mentioned company a participation within the meaning of a) (see
above).

Any company operating in Burkina Faso that meets one of the following conditions is also required to file said declaration within

the time limit and according to the means and format mentioned above:

e When it is owned, directly or indirectly, by a company established in a State that does not require the filing of the country-by-
country report but which would be required to file this report if it were operating in Burkina Faso;

e When itis held, directly or indirectly, by a company established in a State with which Burkina Faso has concluded a tax
information exchange agreement

Any company operating in Burkina Faso owned, directly or indirectly, by a company established in a State appearing on the list
provided for in this article, which is required to file a declaration, shall also be required to file the country-by country declaration
under the legislation in force in that State or which would be required to file this declaration if it were operated in Burkina Faso,
when it is informed by the tax authorities of a systemic failure of the State of tax residence of the company that holds it directly or
indirectly.

An enterprise operated in Burkina Faso, other than the ultimate parent entity of a multinational enterprise group, is not required
to file the country-by-country report for a fiscal year in the event of a substitution filing in another jurisdiction by the MNE group,
provided that the following cumulative conditions are met for that fiscal year:

e the jurisdiction of tax residence of the reporting entity requires the filing of a country-by-country report similar to that
provided for in this article;

e the jurisdiction of tax residence of the reporting entity has entered into an agreement authorizing the automatic exchange of
country-by-country reports with Burkina Faso which is in force on the date scheduled for the filing of the country-by-country
report;

e the jurisdiction of tax residence of the reporting entity did not inform Burkina Faso of a systemic failure;

e the country-by-country report is exchanged by the jurisdiction of tax residence of the reporting entity with Burkina Faso;

e the jurisdiction of tax residence of the reporting entity has been informed by the constituent entity resident for tax purposes
in its jurisdiction that the latter has been appointed by the MNE group to file the CbC Report on its behalf;

e a notification of the constituent entity resident for tax purposes in Burkina Faso has been received by the tax administration,
indicating the identity and jurisdiction of tax residence of the reporting entity.

When two or more enterprises operating in Burkina Faso belonging to the same group of multinational enterprises meet one or
more conditions referred to above of this article, one of them may be designated by the group of multinational enterprises to file
the country-by-country report, subject to informing the Tax Administration that this filing aims to fulfil the reporting obligation

PKF Worldwide Tax Guide 2024/25 147



imposed on all companies of this group of multinational companies that are operating in Burkina Faso.

F. Personal Tax

Monthly taxable employment income (FCFA) Rate (%)

Up to 30,000 0

30,1001 - 50,000 12.10

50,1001 — 80,000 13.90

80,1001 — 120,000 15.70

120,1001 - 170,000 18.40

170,1001 - 250,000 21.70
Over 250,000 25

Note:
1. Thereis an FCFA 100 gap between this bracket and the end of the previous bracket. Any amounts falling in between are
rounded down, e.g. FCFA 80,070 becomes FCFA 80,000, subject to a 13.90% rate.

G. Withholding Tax

e Dividends paid to non-resident companies are subject to a 12.5% final withholding tax on the gross amount. This rate is
reduced to 6.25% for newly incorporated companies during the first 3 years of activity and for mining companies.

e Interest derived by a non-resident company is subject to a standard 25% final withholding tax on the gross amount. Reduced
rates may also apply.

e Royalties and payments for services (including technical and management fees) paid to non-resident companies are subject to
a 20% final withholding tax rate on the gross amount.

H. Treaty Withholding Tax Rates

. Technical
Individuals, Qualifying Interest Royalties T
companies companies (%) (%) (%)
(%) (%)

Treaty countries:

Benin? 10 10 0/10° 10 5/10°
Cabo Verde? 10 10 0/10° 10 5/10°
France! -7 -7 -7 -7 -7
The Gambia? 10 10 0/10° 10 5/10°
Ghana? 10 10 0/10° 10 5/10°
Guinea? 10 10 0/10° 10 5/10°
Guinea-Bissau? 10 10 0/10° 10 5/10°
Ivory Coast? 10 10 0/10° 10 5/108
Liberia? 10 10 0/10° 10 5/10°
Mali? 10 10 0/10° 10 5/10°
Niger? 10 10 0/10° 10 5/10°
Nigeria? 10 10 0/10° 10 5/10°
Senegal? 10 10 0/10° 10 5/10°
Sierra Leone? 10 10 0/10° 10 5/108
Togo? 10 10 0/10° 10 5/10°
Tunisia 8 8 0%/5 5 0
WAEMU? 10 10 15 15 0
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Notes:

1.

Burkina Faso formally denounced the treaty by way of Note No. 2023-609/MAECRBE/CAB, received by the French Ministry for
Europe and Foreign Affairs on 7 August 2023. The denunciation entered into force on 7 November 2023 and Burkina Faso will
apply its General Tax Code instead of the treaty from 8 November 2023.

Member State of the ECOWAS Treaty (Economic Community of West African States).

West African Economic and Monetary Union (French acronym: UEMOA): member countries of the WAEMU are Benin, Burkina
Faso, Guinea-Bissau, Ivory Coast, Mali, Niger, Senegal and Togo.

The 0% rate applies to (i) interest paid by the Burkina Faso government, including a political subdivision or a local authority or
the Central Bank of Burkina Faso (ii) interest paid to a state-owned bank or a similar financial institution which is a resident of
Tunisia.

Interest shall be exempt from tax in the Member State where the interest arises if the recipient of the interest is the beneficial
owner and if the (i) payer or the recipient of the interest is the Government of the Member State itself, a public body, a
political subdivision or local authority thereof or the central bank of a Member State; or (ii) interest is paid in connection with
a loan granted, approved, guaranteed or insured by the Government or the central bank of a Member State.

The term “interest” means income from debt claims of every kind, whether or not secured by mortgage and whether or not
carrying a right to participate in the debtor’s profits, and in particular, income from government securities and income from
bonds or debentures, including premiums and prizes attaching to such securities, bonds or debentures.

The 5% rate applies to technical service fees paid to an individual while the 10% rate applies to technical service fees paid to a
company.

The term “technical service fees” means any payment in consideration for any service of a managerial, technical or
consultancy nature, unless the payment is made (i) to an employee of the person making the payment (ii) for teaching in an
educational institution or for teaching by an educational institution; or (iii) by an individual for services for the personal use of
an individual.

Further to the denunciation of the treaty (see footnote 1), the Burkina Faso domestic withholding tax rates will apply.
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Cambodia

Member Firm

City Name Contact Information

Phnom Penh Chew Chong Eu +855 95 401 133 / +855 96 44 55 914
vincent@pkfcovenant.com.kh

Phnom Penh Marilyn Ngu +855 86 490 443
marilynngu@ pkfcovenant.com.kh

Phnom Penh Lim Ai Chen +855 69 268 851
aichen@pkfcovenant.com.kh

Basic Facts

Full name: Cambodia
Capital: Phnom Penh
Main languages: Khmer (Official), English
Population: 17.06 million (2024 estimate)
Monetary unit: 1 USD = 4,000 Riels (KHR)
Internet domain: .kh
Int. dialling code: +855

Key Tax Points

On 16 May 2023, the New Law on Taxation (“LOT”) was promulgated by Royal Kram No. NS/RKM/0523/004.
¢ General overview

Most business activities and investments in Cambodia will be affected by the following taxes:

— Corporate income tax/Tax on income

— Minimum tax

— Withholding tax

— Value added tax

— Tax on salary of employees

— Fringe benefit tax

There are various other taxes that may affect certain activities in specific industries, including:
— Specific tax on certain merchandise and services (excise tax)
— Custom duty
— Public lighting tax
— Other taxes
e Cambodian tax system
Cambodia’s tax system is a self-declaration regime. The estimated and simplified regimes were eliminated in 2016, and the
term ‘real regime’ has been replaced by the term ‘self-declaration regime’. Taxpayers under the self-declaration regime are
classified into three categories:
1. Small taxpayer is any sole proprietorship or partnership that has:
e annual turnover from KHR 250 million to KHR 1,000 million (approximately USD 62,500 to USD 250,000) for agricultural,
service and commercial sectors; or
e annual turnover from KHR 250 million to KHR 1,600 million (approximately USD 62,500 to USD 400,000) for the
industrial sector; and
e turnover of at least KHR 60 million (approximately USD 15,000) for any three-month period ending in the current fiscal
year; and
e expected turnover for the next three-month period to be at least KHR 60 million (approximately USD 15,000); and
e participate in any bidding or quotation for the supply of goods or services, including market stall management.
2. Medium taxpayer includes any sole proprietorship or partnership that has:
e annual turnover from over KHR 1 billion to KHR 4 billion (approximately USD 250,000 to USD 1,000,000) for the
agricultural sector, or
e annual turnover from over KHR 1 billion to KHR 6 billion (approximately USD 250,000 to USD 1,500,000) for service and
commercial sectors; or
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e turnover from over KHR 1.6 billion to KHR 8 billion (approximately USD 250,000 to USD 2,000,000) for the industrial
sector.
A medium taxpayer also includes:
e enterprises that have been incorporated as a legal entity, representative office; or
e national and subnational government institutions, all types of organisations or associations, including non-
governmental organisations; or
e foreign consulates and embassies, international organisations, and technical cooperation agencies of other countries.
3. Large taxpayer includes any sole proprietorship, partnership or legal entity that has:
e annual turnover exceeding KHR 4 billion (approximately USD 1 million) for the agricultural sector; or
e annual turnover exceeding KHR 6 billion (approximately USD 1.5 million) for service and commercial sectors; or
e annual turnover exceeding KHR 8 billion (approximately USD 2 million) for the industrial sector.
A large taxpayer also includes:
e Branches of foreign companies;
e subsidiaries of multinational companies;
e Enterprises registered as Qualified Investment Projects (“QIPs”) approved by the Council for the Development of
Cambodia.
Under Prakas 009 the GDT now has the authority to re-determine the classification of a taxpayer if the declared turnover does
not reflect actual turnover. In this circumstance a taxpayer will be classified using the value of their assets (current and non-
current) as follows:
1. Small taxpayer is any sole proprietorship or partnership that has:
e assets valued at KHR 200 million to KHR 1,000 million (approximately USD 50,000 to USD 250,000) for agricultural,
service and commercial sectors; or
e assets valued at KHR 200 million to KHR 2,000 million (approximately USD 62,500 to USD 500,000) for the industrial
sector.
2. Medium taxpayer includes any sole proprietorship, partnership or legal entity that has:
e assets valued at KHR 1 billion to KHR 2 billion (approximately USD 250,000 to USD 500,000) for agricultural, services
and commercial sectors, or
e assets valued at KHR 2 billion to KHR 4 billion (approximately USD 500,000 to USD 1,000,000) for the industrial sector.
3. Large taxpayer includes any sole proprietorship, partnership or legal entity that has:
e assets valued above KHR 2 billion (approximately USD 500,000) for agricultural, services and commercial sectors; or
e assets valued above KHR 4 billion (approximately USD 1 million) for the industrial sector.

Anyone falling within one of the above categories is required to begin the tax registration process within 15 working days of
commencing business activities or incorporating. One of the main hurdles in registering for tax is the General Department of
Taxation’s (“GDT”) requirement that one of the principals of the entity appear in person at the GDT at the time of registration.

A taxpayer’s classification will determine the amount of patent tax that must be paid. Additionally, small taxpayers have fewer
requirements when it comes to record-keeping. Small taxpayers are permitted to use a simplified accounting system, whereas
medium and large taxpayers are expected to keep proper accounting records and books in line with Cambodian Accounting
Standards.

Currently, Cambodia does not have a comprehensive personal income tax system that requires individuals to file and pay tax to
the GDT directly.

Tax service agents

On 12 April 2013, Prakas on Tax Service Agents No. 455 SHV.PrK was issued requiring that those who offer tax services for

entities other than their own employer must be licensed as a tax service agent (“TSA”). With the GDT’s issuance of Notification

No. 20869 GDT on 31 August 2022 advising that TSA licenses had been issued to 245 companies, this requirement is now

being enforced.

For taxpayers, this means that they may continue to file their own monthly and annual returns and represent themselves at

the GDT. However, if they hire outside tax service assistance, a licensed TSA must be engaged, and they must provide a written

power of attorney for the TSA to act as their tax representative.

As of 1 January 2017 and further to Prakas No. 230 dated 23 March 2022 issued by the Ministry of Economy and Finance,

individuals or companies that do not have a TSA license are not allowed to provide tax services, or act as a taxpayer

representative. Those found to be in breach of this provision will be penalised and taxpayers who engage unlicensed TSAs will

be subject to a fine of KHR 5 million to KHR 10 million or imprisonment from one month to one year or both.

Tax Audits

Taxpayers may be subject to tax audits at the discretion of the GDT. These may be conducted up to 10 years after the initial

filing of a tax return.

There are three kinds of tax audits:

1. Desk audit: This level of control is designed to verify the accuracy of declared information by cross-checking it with the tax
return or other information requested by the tax administration.

2. Limited audit: This audit is more extensive. The tax auditors will use all available resources, including visits to the taxpayer’s
place of business, to verify the accuracy of the taxpayer’s returns.
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3. Comprehensive tax audit: In practice, this is the same as a limited audit, only more extensive and thorough. The important
distinction between a comprehensive audit and a limited audit is that once the audit has been completed, and any
resulting tax reassessments have been paid, all tax years covered by the audit will be closed.

Although a comprehensive tax audit is normally final, if the tax administration has reason to believe a taxpayer has committed

tax evasion or fraud, they may re-open the case. Taxpayers achieving Gold or Silver Compliance Status are exempt from desk

audits, and may be subject to other audits on a less frequent basis.

A. Taxes Payable

Corporate income tax (CIT)/Tax on Income (TOIl)

Scope of taxation

All foreign companies registered in Cambodia fall under the self-declaration regime. Unless otherwise noted, the content of this
publication applies to self-declaration regime taxpayers only.

Residency and source of income

Resident taxpayers are subject to tax on their worldwide income while non-residents are taxed on Cambodian-sourced income
only. Residents earning foreign-sourced income can receive credits for foreign taxes paid, as Cambodia unilaterally accepts foreign
tax credits.

Resident taxpayers include companies organised, managed or having their principal place of business in Cambodia. A non-
Cambodian national will become a resident if they have their residence or principal place of abode in Cambodia, or are present in
Cambodia for more than 182 days in any 12-month period ending in the current tax year.

A permanent establishment (“PE”) is subject to tax on its Cambodian-sourced income only.

Tax rates
Standard rate 20%
Oil and gas, and certain mineral exploitation activities 30%
General risk (non-life) insurance activities 5% (on gross premium income)
Resident individuals 0% to 20%
Tax exemption (tax holiday) 0%
Prepayments

A monthly prepayment of TOI (“PTOI”), equal to 1% of monthly turnover including all taxes except VAT, must be paid by the 20th
day of the following month or the 25th day of the following month for e-filing. The PTOI can be offset against the annual TOI
liability or the minimum tax liability. If the PTOI exceeds the annual TOI liability or minimum tax liability, the excess PTOI can be
carried forward indefinitely to offset against a future TOI liability.

If a taxpayer is not subject to minimum tax, monthly PTOI must still be made. But unused PTOI from prior years can be offset
against the PTOI due in the current tax year and there may not be any physical payment required.

A company that has been granted a tax holiday, and is therefore subject to 0% TOl is not required to pay PTOIl on turnover derived
from the project that has been granted tax incentives. But the entity must still prepare the TOI return and submit it to the tax
authority.

On 29 January 2020, The Ministry of Economy and Finance (“MEF”) has issued Prakas No. 098 MEF.Prk to redefine the PTOl in a
way that 1% PTOI is applied to income from both principal business activities and subsidiary income. Subsidiary income refers to
rental income from immovable property, immovable property given for free use to a third party (the income is at market price),
immovable property given for free use to staff (the income is at market price) unless it is in accordance with the labour law,
royalty, sale of scrap, rental of business equipment, income from packaging.

Tax holidays

Foreign investors seeking to make significant investments into Cambodia outside of the sectors restricted by law may apply to

the Council for the Development of Cambodia (“CDC”) for QIP status in order to become entitled to a tax holiday. The tax holiday

period is composed of:

1. the trigger period, which begins upon issuance of the Final Registration Certificate and ends either upon the first year of profit
or three years after revenue is first derived;

2. athree-year period; and

3. the priority period, which is between 0 and 3 years, depending on the industry and level of investment.

Most QIP companies benefit from a tax holiday during which investment activity income is exempt from both TOI and PTOI. As
from 1 January 2020 dividends distributed by QIP companies to their shareholders during TOI holiday period are not subject to
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Advance Tax on Dividend Distribution (“ATDD”).

Calculation of taxable income

Taxable income is essentially the difference between total taxable revenue, whether from a domestic or foreign source, and
deductible expenses incurred to carry on the business, plus other passive income such as interest, royalties and rent.

Taxpayers must prepare an annual TOI return which includes a section for making adjustments to accounting profit to arrive at the
taxable profit and tax payable.

Deductible expenses

As a general rule, expenses are deductible if they are paid or incurred in a tax year to carry on the business of the taxpayer. There
are further provisions which disallow specific types of expenses, as follows:

Type of expenses Deductibility

Personal expense Non-deductible

Donations and grants (not including charitable contributions) Non-deductible
Tax payments, tax penalties, and interest on penalties Non-deductible
Loss on sale of property between related parties Non-deductible
Expense not related to the business, extravagant expense of Non-deductible

little use to the business

Amusement, recreation, or entertainment expense Non-deductible
WHT, TOS, and FBT paid on behalf of recipients Non-deductible
Expense pertaining to previous or subsequent periods Non-deductible
Provisions Generally non-deductible, with some exceptions
Depreciation Deductible when calculated using the method set out in the
tax law
Unpaid expense due to unrelated parties Deductible if it is a genuine liability
Unpaid salary Deductible if paid within 180 days after the end of the tax

year or deductible in the year the actual payment is made

Related party expense that is not salary Deductible if paid within 180 days after the end of the tax

year except for expenses with a related party that is resident

and not under the self-declaration regime, which can only be
deducted when actual payments are made

Interest expense Deduction is limited to an amount equal to 50% of adjusted
income without taking into account any interest income
or expense, plus the interest income. Interest expense
disallowed as deduction in current tax year can be carried
forward for only five years after the year the interest expense
was incurred.

Charitable contribution Deduction limited to an amount equal to 5% of taxable
income, without taking the charitable contribution deduction

There is a further limitation on the deductibility of interest expenses with regard to related parties. For loans from a related party,
the interest rate cannot exceed the market interest rate; while for those from an unrelated party, the allowed interest rate is up to
120% of the market interest rate.

The market interest rate is determined and announced on an annual basis by the GDT and is an average of the interest rates of at
least five large commercial banks. For 2023, the market interest rate for borrowing was 8.75% per annum for USD and 9.66% per
annum for KHR.

Utilisation of losses
If a company sustains a loss, this can be offset against future income and can be carried forward for up to five years.

The accumulated tax losses can be carried forward if all of the following conditions are met:
e There is no change in the business activities of the entity;

PKF Worldwide Tax Guide 2024/25 153



e The loss is recorded in the tax return that has been submitted to the tax administration within the period of time as specified
in the tax provisions; and
e The GDT has not issued a unilateral tax assessment for any of the tax years in question.

Minimum Tax

Minimum Tax (“MT”) is a separate and distinct tax from TOI, and is calculated at 1% of annual turnover. Turnover is not defined
under the Law on Taxation (“LOT”), but is inclusive of all taxes excluding value added tax (“VAT”).

A taxpayer will be subject to either TOI or MT, whichever is greater. If only MT is due, this should have already been paid in
advance by way of the PTOI payments, which are also calculated at 1% of turnover.

Note that QIPs are not subject to PTOI, but will still be required to pay MT.

Newly-introduced legislation allows for an exemption from MT for all taxpayers maintaining proper accounting records, imposing
MT only on taxpayers found to have “improper accounting records”.

Prakas 638 details what are considered improper accounting records, and states that a GDT committee will evaluate taxpayers’
accounting records based on the criteria detailed in the Prakas. This evaluation will take place every two years. The GDT has
indicated that taxpayers with audited financial statements, or those having Gold Compliance Status may be assumed to have
proper accounting records.

Value added tax

Overview

VAT is applicable on the taxable supply of goods and services. An entity registered under the VAT provisions is required to charge
VAT on all sales of taxable supplies (output VAT). Such entities can offset the VAT paid on purchases (input VAT) against their
output VAT.

Scope of application

Taxable supplies are the supply of goods, services or imports for taxable sale or for use in producing taxable supplies. Taxpayers
must charge and collect VAT on taxable supplies. The supply of goods includes the transfer of the rights to movable property;
meaning all property except land or money.

Sale of land and buildings

As per Notification No. 1728 dated 9 October 2013, the GDT has confirmed that for the sale of land with buildings, registered
taxpayers are required to charge VAT on the building component (but not on the land component).

Non-taxable goods and services

In order to promote the provision of certain key public services, specific taxable supplies have been exempted from VAT. The

following is a list of non-taxable supplies under the LOT:

e Public postal services

e Hospital, clinic, medical and dental services, and the sale of medical and dental goods incidental to the performance of such
services

e Transportation of passengers by a wholly state-owned public transportation system

e Insurance services

e Primary financial services

e Imported articles for personal use that are exempt from customs duty

¢ Non-profit activities in the public interest that have been recognised by the Ministry of Economy and Finance

e Education services

e The supply of electricity and clean water

e Unprocessed agricultural products

e Services related to the collection and/or cleaning of solid or liquid waste

If a business makes non-taxable supplies only, it will not be able to claim any input VAT; the VAT on purchases must be borne as
a cost. If a business makes a mix of non-taxable and taxable supplies, it will be able to claim a portion of input VAT based on the
portion of taxable supplies.

VAT on tangible fixed assets that are no longer in use

The GDT has specified rules for the application of VAT on the sale or disposal of tangible fixed assets that are no longer in use

(defined as those that are still being maintained but have not been used in the business operations for at least one year).

e Sales of the assets (including as scrap) are subject to 10% VAT, regardless of whether an input VAT credit was claimed at the
time of purchase.

e Disposals of assets that are destroyed, damaged, or have no sales value are not subject to 10% VAT, provided that there is
clear evidence of the disposal. For assets with an accounting net book value (“NBV”) of KHR 200,000 or more (approx. US$50),
entities must provide the GDT with at least 10 working days’ advance notice so that a tax official can witness the disposal.

e Charitable contributions (as stated in Article 16 of the LOT) of the assets for which the taxpayer has already claimed an input
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VAT credit are not treated as sales subject to 10% VAT and TOI if they are:

— Class 2 tangible fixed assets that have been used in the business for over three years and have an accounting NBV of no
more than KHR 1 million (approx. US$250); or

— Class 3 or 4 tangible fixed assets that have been used in the business for over five years and have an accounting NBV of no
more than KHR 2 million (approx. US$500).

e Sales or disposals of Class 1 tangible fixed assets (whether newly built or purchased) that have not yet been put into use in
the business and for which an input VAT credit has been claimed are not treated as sales for VAT purposes. If a Class 1 tangible
fixed asset has been put into use in the business but has ceased to be used for more than one year, the taxpayer must notify
the GDT with an appropriate reason for no longer using the asset to be exempt from the obligation to pay 10% VAT.

Registration

Compulsory VAT registration applies to any self-declaration taxpayer who makes taxable supplies. Further, all companies, import/
export businesses and QIPs must register for VAT. Other taxpayers are required to register as VAT taxpayers if they meet certain
turnover thresholds. Other businesses not compelled to register by law may register voluntarily.

Tax rates

Taxable supplies made in or imported into Cambodia are subject to VAT at one of two rates:

Type of supply Rate

Standard rate 10%
Zero-rated supplies, which include:
e Exported goods
e Exported services
e The supply of international transportation services 0%

e Services in support of the supply of international transportation

e Other specific sectors, including supporting industries that supply the export-oriented garment, textile
and footwear industries; the supply of rice; and the import and supply of certain goods for agricultural
purposes.

Zero-rated supplies are not the same as non-taxable supplies, as it is possible for entities providing zero-rated supplies to claim
input VAT credit.

VAT on e-commerce transactions

After several delays, the implementation of VAT on e-commerce activities began in April 2022 and following the latest instruction
No. 2520 GDT dated 24 January 2023 issued by the GDT.

E-commerce activities refer to the online purchase, sale, rent, or exchange of goods or services, including commercial activities.
Examples include the supply of software and other related services, online shopping or auctions, advertising, website hosting,
data retrieval, and the consumption of digital products and/or content via downloading, real-time streaming, subscription, or
other means.

For business-to-business e-commerce transactions, there is a reverse charge mechanism for the payment of VAT on imported
digital goods and services, whereby the resident business is responsible for remitting the tax to the GDT. However, this mechanism
does not work for business-to-end-customer e-commerce transactions. Thus, the GDT has introduced a simplified VAT registration
procedure for non-resident taxpayers, who are then expected to declare and pay the VAT on such transactions to the GDT.

The new instruction has provided further clarification on the implementation of VAT on e-commerce transactions:

1. The non-resident taxpayer who only has transactions with its related party (e.g., subsidiary or branch) in Cambodia is
exempted from simplified VAT registration, but its related party in Cambodia needs to notify the GDT.

2. For business-to-business (B2B) transactions, the self-assessment taxpayers who have already filed the monthly tax declaration
can amend the VAT amount by using credit notes issued by the non-resident taxpayers. However, VAT credits resulting from
this amendment are only deductible against VAT reverse charge.

Administration

Taxpayers must file VAT returns to declare and pay VAT each month. Payment must be made by the 20th day of the following
month or the 25th day of the following month by e-filing. In the event that the deadline falls on a Saturday, Sunday, or public
holiday, it will be extended to the next working day. VAT on imports is paid to the General Department of Customs and Excise at
the time of import.

If the taxpayer’s input VAT exceeds the output VAT for a period of three months or longer, the taxpayer can then apply for a refund
from the tax authorities.

There are detailed rules about invoicing and record-keeping obligations. There are also specific requirements for invoices based
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on whether the invoice is issued to a VAT-registered taxpayer or a non-registered person. The GDT will seek to deny expense
deductions or input VAT claims if they are not supported by proper VAT invoices.

Specific Tax On Certain Merchandise And Services

Overview

Specific Tax on Certain Merchandise and Services (“ST”) is a form of excise tax imposed on the importation or domestic
production and supply of certain goods and services. Tax is levied once only for imports, this is at the inward checkpoint, and for

domestic goods, it is upon the sale from the factory
if the products are locally produced.

We expect that, in light of the reduction in import duty tariffs as noted in the Customs Duty section, greater emphasis will be
placed on excise tax in the future. Accordingly, it is likely that there will be a number of changes to the calculation and collection

of ST.

Effective from 1 September 2023, the ST for locally produced non-alcoholic beverages has been adjusted following the issuance
of Notification 28271 “Notification on the Adjustment of Special Tax Rates on Non-Alcoholic Beverages on Local Production

Enterprises”.

Tax rates
The ST amount due is calculated by applying the applicable rate to the applicable tax base, as per the table below (not an
exhaustive list):

Goods/services Rate

Local and international air tickets sold in Cambodia 10%
Entertainment services 10%

Locally produced or imported cigarettes and cigars 20%

Locally produced or imported beer 30%

Certain locally produced carbonated and similar non-alcoholic beverages 10%
Locally produced or supplied energy drinks 15%

Locally produced UHT milk supplement drinks 5%

Locally produced soy milk 5%

Locally produced coconut-based drinks 5%

Locally produced coffee-based or coffee-flavoured beverages 5%
Locally produced ready-to-drink non-carbonated beverages 5%
All types of locally produced or imported alcoholic beverages (excluding beer) 35%
Lubricant, brake oil, raw material for producing engine oil (imported) 10%
Local and international telecommunications services 3%

Locally produced cement 5%

Basis of taxation
For locally supplied goods, ST is calculated on the “ex-factory selling price”, which is defined as 90% of the selling price excluding
VAT and ST. For locally supplied services, the tax base is the invoice price of the services supplied.

For imported goods, ST is calculated inclusive of customs duty and the cost, insurance and CIF value, excluding VAT.

Customs Duty

Import duties

There are a number of goods on which import duty applies when they are brought into Cambodia, with some exemptions,
including goods temporarily imported into Cambodia, goods for personal use, goods exempted by international treaty,
humanitarian aid, and imports for use by a QIP. Exemptions from import duty may also be granted by the CDC for specific
industries.

Customs duty is levied on goods entering Cambodia at rates ranging from 0% to 35%. Cambodia is part of ASEAN and therefore
party to the ASEAN Free Trade Agreement and Common Effective Preferential Tariff scheme. This requires ASEAN Member States
to offer preferential tariff rates on a broad range of products originating from other ASEAN countries.
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Accordingly, the customs duty rates in Cambodia have been reduced so that now many goods coming from other ASEAN countries
have a maximum 5% import duty imposed.

Export duties

There are no export duties other than on a limited list of restricted products at rates of 2% to 10% as follows:
e Natural rubber

e Uncut precious gemstones

* Processed wood

e Fish, crustaceans, mollusks and other aquatic products.

Other Taxes

Tax on property rental

House and land rental tax is set at 10% of gross rental income from the lease of buildings and land, when the lessor is an
individual.

Fiscal stamp tax

A fiscal stamp tax is due on advertising leaflets and banners, levied at different bands of rates, based on the dimensions of the
advertising item, the number of letters and whether the lettering is Khmer only or includes a foreign language.

Patent tax

Patent tax is a registration tax that is paid by all business enterprises upon establishment of a business and by 31 March on an
annual basis thereafter. Patent tax ranges from KHR 400,000 to KHR 5,000,000 (approximately USD 100 to USD 1,250) depending
on the taxpayer’s classification, and must be paid for each separate business activity, and for each branch located in a different
province.

Registration tax

Also referred to as seal tax or stamp duty, registration tax is a tax imposed on the transfer of ownership or possession of certain
types of property.

It is payable by the person who receives the ownership and is applied to the transfer value at rates as follows:

Applied on Tax rate

Transfer of ownership of all immovable property, including buildings and other structures, and land, which 4%
also includes the contribution of immovable property as capital in kind into a Cambodian company
Transfer of ownership of all means of transportation, including passenger vehicles 4%
Transfer of ownership or possession of shares in a Cambodian company 0.1%
Registration of “government contracts related to the supply of goods or services” 0.1%
Certain legal documents KHR 1 million

There are certain exemptions and relief available on the transfer of immovable property between relatives.

The tax base used to calculate the registration tax on the transfer of immovable property is the value set by the Ministry of
Economy and Finance for all cities and provinces in Cambodia.

Unused land tax

Land is determined to be unused if it does not have any structure on it or there is a structure, but it is unused. Unused land tax is
levied on an annual basis at a rate of 2% on the market value per square meter, with the market value determined by the Unused
Land Valuation Commission. The unused land tax is paid annually by the landowner. Since the introduction of property tax, it was
understood that if

property tax is paid on a piece of land, then unused land tax no longer applies. This was codified under Article 12 of the 2015 Law
on Financial Management (“LoFM”) dated 18 December 2014.

Accommodation tax

Accommodation tax (“AT”) is an indirect tax imposed on the supply of accommodation services at a rate of 2%. AT must be
charged by hotels, hotel apartments, motels, lodges, guesthouses, campgrounds and similar, but does not include the rental of
houses or apartments.

Public lighting tax

Public lighting tax (“PLT”) is an indirect tax imposed on sales of alcohol and cigarettes at all stages of supply, on both imports
and domestically-produced goods, at a rate of 3%. All types of cigarettes, including e-cigarettes, and alcohol are subject to PLT,
including beer, grape wine and spirits, with the exception of palm wine. In late 2017, the method of calculating PLT was amended
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such that for importers and producers the tax base remains the selling price, but for distributors, the tax base was reduced to 20%
of the selling price. This will be valid until 31 December 2023.

With effect from 1 January 2024 under the sub-decree 286 on PLT dated 20 September 2023, 5% will be the new PLT rate.
Furthermore, PLT must only be applied and paid during the initial supply phase. This indicates that PLT will only be used once,
either on the initial sale following import or directly from the manufacturer. PLT will no longer apply to the resale of cigarettes and
alcohol.

In accordance with the recent tax incentive measures reported by the Royal Government of Cambodia in November 2023, which
mandate a six-month transitional period prior to enacting any new regulations that might impact private businesses, the GDT will
apply the new rate starting on 1 April, following the release of the Public Lighting Tax Prakas.

Property tax

Property tax is a direct tax imposed on the value of immovable property, including land and buildings, on property valued above
KHR 100 million (approximately USD 25,000) at a rate of 0.1%. The property value is as per the valuation issued by the Property
Evaluation Commission.

Property taxpayers may be individuals or companies. Owners, possessors or “final beneficiaries” of immovable property may be
liable for the property tax. A final beneficiary includes those with the right to use the property, and so includes long-term lessees.

Capital Gains tax

On 9 March 2022, the GDT has issued Notification No. 4577 in order to delay the implementation of Prakas 346 MEF.P on Capital
Gains Tax to 1 January 2024.

The Royal Government of Cambodia had postponed the implementation of the Capital Gains Tax until the end of 2024 during the
19th Government-Private Sector Forum on 13 November 2023. Immovable property, finance leases, investment assets, goodwill,
intellectual property, and foreign currency are the six transaction types that are covered by this postponement.

Capital gains tax will be levied at a flat 20% rate on income from the sale or transfer of taxable capital, less allowed deductions.

The tax applies to resident individuals and non-resident individuals and legal entities. Taxable capital includes:

e Immovable property, including land, buildings, and other constructions on land;

¢ Investment assets, including shares, bonds, and other securities issued by private companies;

e Lease agreements, including subleases;

e Goodwill, including licences, customer lists, and brand names;

e Intellectual property, including patents, literary and artistic works, logos, and pictures and drawings used for commercial
purposes; and

e Foreign currency, including any currency other than KHR.

Regarding deductions, taxpayers are generally required to use the actual expense method to calculate the capital gain. However,
with respect to immovable property, taxpayers may opt to use the actual expenses method or a determination-based deduction
equal to 80% of income received without having to provide supporting documentation for expenses. Where a capital gain subject
to tax is made, a prescribed return is required to be filed within three months, with payment.

Administration

Type of tax Filing and payment date

Tax on income TOI must be paid and filed within 3 months after the end of the tax year,
which is normally 31 December unless an application to amend the tax year is
approved.
Prepayment of tax on income PTOI must be paid and filed by the 20th of the following month or the 25th of

the following month for e-filing.

Minimum tax MT must be paid at the same time the annual TOI return is due, that is, 3
months after the end of the tax year.

Withholding tax WHT must be paid to the GDT by the 20th of the following month or the 25th
of the following month for e-filing in which the payment is made or accrued.

Advance Tax on Dividend Distribution ATDD must be paid and declared on the PTOI return by the 20th of the
following month or the 25th of the following month for e-filing following the
payment of the dividend.

Value Added Tax VAT is to be paid on the 20th of the following month or the 25th of the

following month for e-filing for the VAT liabilities accrued during the previous

month. VAT on imported goods is collected by the customs administration at
the time of import.
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Type of tax Filing and payment date

Tax on salary and Fringe benefit tax

TOS and FBT are deducted by the employer and remitted to the GDT by the
20th of the following month or the 25th of the following month for e-filing
after the salary and fringe benefits were provided to the employee.

Specific tax on certain merchandise and

services

ST on domestic sales must be paid and declared on the PTOI return, by the
20th of the following month or the 25th of the following month for e-filing on
the time of supply.

ST on imported goods is due at the time of import, and is collected by the
customs administration along with VAT and customs duty.

Customs duty

Customs duty is collected by the customs administration at the time of
import.

Patent tax

Patent tax is payable by 31st March each year.

Fiscal stamp tax

Signboard tax is payable by 31st March each year.

Registration tax

Registration tax is due within 3 months of the transfer

Unused land tax Unused land tax is due on an annual basis by 30 September each year.

AT is declared in the PTOI return, due with payment by the 20th of the
following month or the 25th of the following month for e-filing following the
time of supply.

Accommodation tax

PLT is declared in the PTOI return, due with payment by the 20th of the
following month or the 25th of the following month for e-filing following the

Public lighting tax

supply.
Property tax Property tax is due on an annual basis by 30th September of each year.
Capital gains tax Capital gains tax is due when there is sale or transfer of capital effective end
of 2024.

B. Determination of Taxable Income

Tax Depreciation

Under Cambodian tax law, depreciation rates and methods are specified based on the asset class, and therefore, only the
depreciation expense allowed under the rate for the asset’s particular class may be deducted in calculating taxable income.

Depreciation rate Depreciation method

Intangible assets Having no specific useful life 10% Straight Line
Tangible assets Having a specific useful life Over the useful life of the Straight Line
property
Class 1: 5% Straight Line
- Buildings and basic components
- Buildings with non-concrete 10% Straight Line
structures
Class 2: Computers, electronic 50% Declining Balance
information systems, data
handling
Class 3: Automobiles, trucks, 25% Declining Balance

office furniture and equipment

Class 4: All other tangible assets 20% Declining Balance

Special depreciation

A QIP is entitled to 40% special depreciation of assets in the first year of purchase or the first year the assets are used. Special
depreciation only applies to assets used in ‘manufacturing and processing’ (not defined) and only if the taxpayer has elected not
to use a tax holiday. A claw-back provision exists for assets held for less than four years.
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C. Related Party Transactions

Transfer pricing

In October 2017 the Royal Government issued Prakas 986 concerning the allocation of income and expense between related
parties. This Prakas (the “TP Prakas”) is consistent with OECD guidelines, and requires that transactions between related parties
should be at arm’s length values, as determined under one of the five acceptable methods listed in the TP Prakas. The five
acceptable methods are:

e Comparable Uncontrolled Price

e Resale Price Method

e Cost Plus Method

e Transactional Net Margin Method

e Profit Split Method.

On 25 May 2022 Instruction 10979 was issued by the GDT which - effective from the date of issuance - outlines the criteria for a
potential exemption from the arm’s-length principle and the required documents to support the interest charge on related party
loans.

The TP Prakas also requires that taxpayers having related party transactions have a transfer pricing report with the following

content:

e Corporate Background — including a description of the company, the corporate and ownership structure, the nature of the
business, and summary financial information;

e Business Analysis — including the competitive environment, the market and its trends, added value, and unique selling points;

e QOverview of Related Party Transactions — describing the nature and volume of such transactions and the pricing method used;

e Functional Analysis — describing the activities performed by each party to the related party transactions;

e Economic Analysis —including a discussion and justification of the appropriate transfer pricing method, and an analysis of
comparable prices for the related party transactions;

e Conclusion —including an identification of the acceptable range of “arm’s length” prices.

Although not stated in the TP Prakas, the GDT has confirmed that the transfer pricing report must be available for all financial
periods from 1 January 2018.

D. Withholding Tax

Scope of withholding taxes

Withholding Tax (“WHT”) needs to be withheld on certain payments (in cash or in kind) made by residents. In practice, only self-
declaration regime taxpayers are required to withhold tax. The withheld tax constitutes a final tax.

The following types of payments are subject to withholding tax:

Payments to residents:

e Rental: 10%

e Services: 15% (except payments to a registered taxpayer supported by proper tax invoices)

e Royalties: 15%

e Interest: 15% (except payments to a bank in Cambodia)

e Interest on fixed-term deposits: 6% (for payments from a bank in Cambodia only)

Interest on non-fixed term savings deposits: 4% (for payments from a bank in Cambodia only).

Payments to non-residents:

A resident taxpayer including permanent establishment making payment of Cambodian-sourced income to a non-resident is
required to withhold 14% WHT. This withholding tax does not apply to payment of premium for reinsurance of property or other
risks in Cambodia.

Withholding tax is due when the expense is paid. An expense is considered paid when it is recorded in the accounting records as
an expense or when it is physically paid. Withholding tax must be remitted by the 20th day of the following month.

On 5 April 2019, the Ministry of Economy and Finance issued Prakas No. 372 to replace Prakas No. 518 MEF.BrK of 2017 on the
guidelines for implementation of withholding tax on dividend distributions as stated in the new Articles 26 and 33 of the LOT.
Notable points of the new Prakas:

1. The conversion of retained earnings to share capital is not considered a dividend distribution if the conversion is approved by
the company’s board of directors and the relevant competent authorities.

2. If a resident taxpayer has undistributed retained earnings, any reduction of share capital is considered a dividend distribution
and subject to 14% withholding tax on the portion distributed to non-residents. The amount considered distributed dividends
subject to withholding is capped at the amount of undistributed retained earnings of the company in the balance sheet.

3. If shareholders sell all or a portion of the shares of a resident company, the retained earnings attributable to the disposed
shares are considered a dividend distribution at the time of the share disposal, regardless of whether the retained earnings
were previously converted to share capital.

The retained earnings that are subject to withholding tax as noted above will not be subject to withholding tax again when the
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company distributes retained earnings as dividends to shareholders in future. Prakas No. 518 MEF.BrK is cancelled.

On 29 January 2020, The MEF has issued Prakas No. 098 MEF.Prk that became effective on 29 January 2020:
e WHT exemption additionally includes the following transactions:
— Software payments to a VAT registered company for shrink-wrap software, site license, downloadable software, and
software bundled with computer hardware, provided that a valid VAT invoice is obtained from the VAT registered company;
— Service payments for taxi, tuk tuk and motorcycle, worth less than KHR 50,000 (approximately USD 12.5);
— Rental payments to a VAT registered company, provided that a valid VAT invoice is obtained from the VAT registered
company.
e Non-resident WHT
— Among other listed items classified as Cambodian source income, Prakas 098 also includes “gain from financial or
investment assets or capital gains from sale of direct shares in a Cambodian enterprise” as Cambodian source income.
— The terms “management service” and “technical service”, with regards to Cambodian source income, have also been
further defined as follows:
e The term “management service” refers to all services, which are management in nature, performed to function in the
management of business such as recruiting staff, training or managing sale agents; and
e The term “technical service” refers to all services, which are technical in nature, required to have technical skill or
knowledge in the development or creation of inputs in the business such as services in science, physics, medicine,
dentistry, pharmacology, legal, hydraulics, physiology, art, education, engineering, architecture, research study,
accounting, economy, welfare, nuclear power including consultation services, etc. The term “consultation service”
refers to consultations by skilled or professional persons relating to the technical services.

Deductibility of withholding taxes

If a taxpayer fails to withhold taxes from suppliers or employees, the taxpayer is not allowed to gross up the base to calculate
those taxes. Any withholding taxes borne by the taxpayer are not deductible for TOI purposes.

E. Personal Tax

Prior to 2020, there was no personal income tax in Cambodia. Instead, a monthly salary tax was imposed on individuals who
derive income from employment.

However, the LoFM provides that the progressive Tax on Income rates for physical persons and the monthly Tax on Salary rates for
employees can now be set by the Ministry of Economy and Finance through a Sub-Decree giving the Ministry more flexibility with
respect to how and when it sets these rates.

Sub-Decree No. 196 dated 28 September 2022 provides the tables of taxable thresholds for the Annual Progressive Tax on Income
rates for physical persons as outlined below:

Progressive Tax on Income rates for physical persons:

Annual taxable income (KHR) Equivalent to USD Tax rate
0 - 18,000,000 0-4,500 0%
18,000,001 - 24,000,000 4,500 - 6,000 5%
24,000,001 - 102,000,000 6,000 — 25,500 10%
102,000,001 - 150,000,000 25,500 - 37,500 15%
Over 150,000,000 37,500 20%

It should be noted that while the income threshold is updated yet again, there is still no official mechanism or procedure for
individual persons to declare their income for the annual Tol yet. We expect the MEF or the GDT to issue instructions on the
procedure and forms for this sort of individual income tax when they are ready to implement it.

Tax on Salary

Overview

Employers are liable to deduct Tax on Salary (“TOS”) from payments of salaries, wages, and other remuneration made to all
employees. Employees that are tax residents of Cambodia are taxed on their worldwide employment income at progressive rates,
whereas non-residents are taxed only on their Cambodian sourced employment income at a flat rate.

Residency

An individual is considered a resident for tax purposes if they fulfil any one of the following criteria: (i) their residence is in
Cambodia; or (ii) their principal place of abode is in Cambodia; or (iii) they are present in Cambodia for more than 182 days in any
period of 12 months ending in the current tax year.

PKF Worldwide Tax Guide 2024/25 161



Taxable salary

Salary as defined by the LOT includes “remunerations, wages, bonuses and overtime, compensations, and fringe benefits which
are paid to an employee, or which are paid for the direct or indirect advantage of the employee for the fulfilment of employment
activities” and is taxed at TOS rates.

Payments that are exempt from TOS include reimbursements of business expenses incurred by the employee on a work
assignment, indemnity payments upon employee dismissal up to a limit, social security contributions, and uniforms and
equipment required for the performance of employment duties.

Deductions

Deductions for dependent family members reduce the monthly taxable base on which TOS is calculated. A deduction of KHR
150,000 per month (approximately USD 37.50) may be deducted for each minor dependent child under 14, or under 25 and in
full-time education, and a deduction for the same amount for one non-working spouse.

Tax rates
Non-residents are subject to TOS only on their salary income at a flat rate of 20%.

Residents are taxed at progressive rates according to Sub-Decree No. 196 dated 28 September 2022 with effect from January 2023
as follows:

Taxable part of the monthly salary

From —to (KHR) Equivalent to USD Tax rate
0- 1,500,000 0-375 0%
1,500,001 — 2,000,000 375-500 5%
2,000,001 - 8,500,000 500-2,125 10%
8,500,001 - 12,500,000 2,125-3,125 15%
Over 12,500,000 3,125 20%

*Using an exchange rate of KHR4,000:USS1

Fringe Benefits Tax

Employers may also provide employees with additional cash or in-kind employee benefits, such as home leave air tickets or
private use of motor vehicles. These fringe benefits are subject to a flat Fringe Benefit Tax (“FBT”) of 20% on the market value of
the fringe benefits provided to an employee.

The Ministry of Economy and Finance issued Circular No. 011 on 6 October 2016 which allows for certain benefits provided to all
employees to be exempt from FBT. These include items such as meal allowances or transportation allowances.

Although the circular does not specify that this applies only to Cambodian employees, the practice thus far is that it does not
apply to expatriate employees. In order to access this exemption, an employer must provide notification to the GDT.

F. Treaty and Non-Treaty Withholding Tax Rates

Dividends Interest® Royalties Technical fees

(%) (%) (%) (%)
Domestic rates 14 14 14 14
Treaty Countries:
Brunei? 10 0/10 14
China! 10 0/10 10
Hong Kong? 10 0/107 10
Indonesia* 10 0/10 10
Macau® 10 0/10 10
Malaysia* 10 0/10 10
Singapore? 10 0/10 10
South Korea? 10 0/10 10
Thailand? 10 0/10/15° 10
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Dividends Interest® Royalties Technical fees

(%) (%) (%) (%)

Turkiye® 10 0/10 10

Vietnam? 10 0/10 10
Notes:

Effective date: 1 January 2019.

Effective date: 1 January 2018.

Effective date: 1 January 2020.

Effective date: 1 January 2021.

The 10% reduced rate applies if the interest is received by any financial institution (including an insurance company).

Certain treaties provide for an exemption for certain types of interest (not considered in this column), e.g. interest paid to the

state, local authorities, the central bank, export credit institutions or in relation to sales on credit.

7. A 0% rate applies if the beneficial owner of the interest is the Hong Kong SAR Government, the Hong Kong Monetary
Authority, the Exchange Fund, or a financial establishment appointed by the Hong Kong SAR Government and mutually agreed
upon by the competent authorities of the contracting parties. For all other cases, a 10% rate applies.

8. Effective date: 1 January 2022.

9. Effective date: 1 January 2024.

oukhwWNE

G. Fines and Penalties For Obstruction

There has been a significant increase in the fines and imprisonment durations stipulated in the new LOT, as outlined below. It is
essential to highlight that the penalty is applicable per violation, meaning that multiple infractions could result in a substantial
exposure to penalties.

Obstruction Type Fine

1. Fails to register with the tax administration in accordance with the provisions of this (approx. USD 1,250)
law and other relevant legal documents

2. Fails to notify the tax administration about the change of registration information

Fails to submit tax declaration.

Fails to use the recording system determined by the tax administration KHR 10,000,000
(approx. USD 2,500.)

Fails to issue invoices.

Fails to provide information or submit reports as requested.

S| ||| |8

Not allowing the tax administration to check the accounting records or other
documents.

o

Fails to maintain accounting records and other documents.

9. Attempts to obstruct the assessment or the collection of taxes e Sentence from 1 monthto 1
year in prison; and
¢ Fines from KHR 50,000,000

10. Makes or provides fraudulent records, documents, reports, or other information

11. Conceals or deliberately destroys book of accounts, records, documents, reports or (approx. USD 12,500) to KHR
other information 100,000,000 (approx. USD
25,000)

12.Issuance of fraudulent invoices

13. Not allowing the tax administration to enter business establishments to determine
and collect taxes
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Cameroon

Member Firm

Contact Information

Douala / Buea Christopher Awungjia +237 676548777
+237 696859024
cawungjia@acn-pkf.com

Basic Facts

Full name: Republic of Cameroon
Capital: Yaoundé
Main languages: English, French
Population: 29.2 million (2024 estimate)
Monetary unit: Central African CFA franc (XAF)
Internet domain: .cm
Int. dialling code: +237

Key Tax Points

e Cameroon operates a declarative tax system in which the taxpayer declares and pays monthly tax collections to the taxation
authorities. False declarations are punishable by penalties and interest on late payments.

e In Cameroon, there are two types of income taxes:
— Income tax on individuals;
— Income tax on entities.

e There is a tax on turnover, borne by the final consumer known as the value added tax.

A. Taxes Payable

Company Tax

Income tax in Cameroon is imposed on undertakings deemed to be operating in Cameroon, which are the following:
e Undertakings headquartered in Cameroon or with an effective management office in Cameroon;

e Undertakings that have a permanent establishment in Cameroon;

e Undertakings that have a dependent representative in Cameroon.

The profits of undertakings that do not fulfil the conditions referred to above are taxed in Cameroon if they carry out activities
that form a full business cycle in Cameroon.

Tax rates

The regular corporate income tax rate is 30% (plus a 10% additional council tax) but for medium-sized companies with a turnover
of less than or equal to XAF 3 billion the income tax rate is reduced to 25% applicable as from 31 December 2022 (article 17bis
PFL). For companies operating under the real earnings tax regime, the minimum tax payable is 2% (plus 10% additional council
tax) of monthly gross sales (turnover). The minimum tax payable is higher for companies under the simplified tax regime (3.3% for
non-importing traders, and 5.5% for producers, service providers and importation traders). The minimum tax is creditable against
corporate tax due for the current financial year.

e The annual summary declaration of the income of non-professional persons must be made no later than 30 June at the tax
centre of their place of residence.

e The deadline for final tax declarations is 15th March for large-scale enterprises while the deadline for medium-sized/
specialized tax centres and divisional tax centres is 15th April and 15th May respectively.

e Companies falling under the real scheme or belonging to an approved management centre which recruit a young person
under 35 years of age as part of a first job are exempt from tax and employer charges on the salaries paid to these young
people;

e Companies that precede the admission of their ordinary shares to the Central African Stock Exchange benefit from the
application of a reduced corporate tax rate of 25% and reduced deposit rate of 1.5%. Companies that issue securities on the
BVMAC bond markets benefit from a reduced CIT rate of 25%; companies that make a public offering and admit and exchange
their equity and debt securities listed on BVMAC benefit from a reduced IS rate of 25%;

e Companies in the agricultural sector are exempt from VAT.

Innovative start-ups in the field of information and communication techniques:
e Tax exemption during the incubation period (5 years maximum);
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e At the end of the incubation phase, exempt from the business licence, employer tax burden on wages, reduced IS rate of 15%,
50% allowance on the IS deposit (5 years);
e For more than 5 years: application of the common law tax regime.

Introduction of the obligation for investors to use raw materials produced in an economic disaster area in order to benefit from
tax incentives granted for the rehabilitation of the said area. Introduction of a tax credit of 30% for enterprises that invest in

the reconstruction of their production facilities in an economic disaster area. The tax credit is capped at XAF 100 million and
chargeable to taxable income for the three years following the year of investment, by taxpayers approved by the tax authorities.
(Finance Law 2019).

The 2018 Finance law enshrines the option, already provided by the 2017 Finance Law Circular, between the income tax
instalment on turnover and that on the gross margin (article 21 of the CGTC). The tax rate on gross margin being 14% while the
rates on turnover remain the same as above.

Capital Gains Tax
Capital gains include gains on the sale of real estate, corporate shares and business assets.

With respect to the Finance law 2019, there is a reduction of the withholding tax due on capital gains earned on the disposal of
real property from 10% to 5%. Also, interest on savings not exceeding XAF 50 million is exempt.

Branch Profits Tax

Profits realised in Cameroon by branches of foreign companies are presumed to be distributed and are consequently subject to a
branch withholding tax of 16.5% on after-tax income. This rate is subject to reduction by a double tax treaty.

Special Income Tax (SIT)

Subject to the application of a double tax treaty, Special Income Tax (SIT) shall be applicable to remunerations paid by

Cameroonian companies to foreign companies at the general rate of 15%, average rate of 10% and reduced rate of 3%:

e The general rate of 15% applies to remunerations paid abroad in respect of certain services provided and used in Cameroon;

e The average rate of 10% applies to remunerations for one-time supplies of services paid to non-resident companies having a
PE in Cameroon that have waived the obligation to file a tax return;

e The reduced rate of 3% applies to remunerations for all types of services provided to oil companies during the research and
development phase, to remunerations paid by maritime transport companies governed by Cameroonian law for the rental and
chattering of ships, the rental of space on foreign ships and for commissions paid to port agents abroad, and commissions paid
to money transfer agencies abroad after deduction of the share due local partners.

Exemption from SIT

Holders of petroleum contracts and their subcontractors shall be exempted from the Special Income Tax, in the research and
development phase, with respect to remunerations for assistance, rental of equipment and material, and other services rendered
to them in connection with oil operations by foreign providers.

Notwithstanding the provisions stated above, holders of petroleum contracts and their subcontractors in the research and
development phase may opt for an abated rate of special income tax of 3% if they are not compliant with the required conditions
(i.e. the contractors should offer their services at actual market prices and not have a PE in Cameroon).

Export Tax

e Exports are no longer zero-rated as before though certain essential goods are still exempt;

e Banana, industrial products manufactured in Cameroon, and domestic products of animal, plant or mineral origin produced or
processed in Cameroon as finished products are exempt from export duty.

e Imposition of export duties at a rate of 2% on cash crops (cotton, rubber, palm oil, banana, beans and pineapple) previously
excluded from this levy by the 2017 Finance law (now tax free);

e 1% Export duty on semi-finished products;

¢ Imposition of export duties at a rate of 10% on the following local products: Gum arabic, rice, palm oil, chilli, kola nut, millet,
sorghum, pepper, vegetable (Gnetum Africanum / Eru Ekok);

¢ Taxation of timber exported in logs at a rate of 35% of the taxable value of each gasoline and no longer at a rate of 30% of the
FOB value of each gasoline.

e There is an imposition on the exit duties of the worked and semi-worked timber of tariff headings 44.06, 44.07 and 44.09 at a
rate of 10% of the FOB value of their volume;

e Exit duty on timber will increase from 60% in 2023 to 75% in 2024. The rate will remain the same for entry into industrial free
zones.

e Also, an imposition of the import of arms on excise duties except for the one imposed by the general government as well as
customs, software, licenses, royalties regardless of the means of entry into Cameroon.

Sales Tax / Value Added Tax (VAT)

The effective standard VAT rate is 19.25% (a 17.25% VAT and 10% surcharge). All corporate businesses with taxable turnover are
required to register. Non-resident VAT payers are required to appoint a solvent resident representative to be jointly responsible
for the payment of VAT and the discharge of other VAT obligations.
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E-commerce platform operators are henceforth required to collect VAT on their sales and pay on behalf of their suppliers.

VAT returns (and any tax payable) are due by the 15th of each month. Late payment incurs interest penalties at a rate of 1.5% per
month up to a maximum of 50% of the principal liability. Fines are levied for various omissions in discharging VAT obligations. For
taxable transactions of at least XAF 100,000, the right to deduction may be authorised only where they have been carried out
through bank transfers.

Input VAT will be applied in the month of the transaction. VAT needs to appear on the invoice issued via the tax authority’s
electronic invoicing tracking system by a registered supplier in the actual earnings with their Unique identification number. Listed
withholding entities need to issue a certificate of withholding, which must be generated from the tax authority’s computer
system. There is no refund or offsetting based on cash payment.

There is a list of basic necessities that are exempted from VAT in the general tax code, also the following are exempted from VAT:
real estate transactions of all kinds realised by non-professionals, consumption of water and electricity by households when
these do not exceed 20 m? per month for water and 220kw per month for electricity. Contracts and commissions on life insurance
products with a savings component are also exempt from VAT.

It should be noted that only companies under the actual regime with a turnover equal to or above XAF 50 million are eligible for

invoicing VAT in Cameroon.

e Production companies in the agriculture, livestock and fishing sectors benefit from tax advantages such as: exemption from
VAT on the purchase of pesticides, fertilizers and inputs, as well as equipment and materials for agriculture, livestock and
fishing;

e Material services that can be located in Cameroon are taxable in Cameroon at the general rate provided for in Article 142 of
the CGJ regardless of the place of establishment of the lessee (article 130 para. 2 Finance Law);

¢ Intangible services are taxable at the place of establishment or residence of the policyholder (article 130 para. 3 Finance Law);

¢ Notwithstanding the provisions of para. 3 above, intangible services are taxable in Cameroon at the general rate provided for
in article 142 of the CGJ, when the lessee is not subject to VAT (article 130 Finance Law).

Not-For-Profit Organisations

Subject to the new finance law 2022, Not-for-Profit Organisations (NPO) shall be liable to:

e VAT at the rate of 19.25% on their acquisition of goods and services;

* Registration and stamp duties;

e Income tax at a preferential rate of 16.5% on the share of commercial activities carried out by the NPO. A monthly instalment
of 1.1% on the turnover of commercial activities shall be paid to the tax centre under which they fall;

e The withholding taxes for which they are legally liable.

Other obligations

NPOs shall also be subject to the following:

e Monthly declaration of the taxes for which they are liable;

e Annual DSF declaration submitted in accordance with the OHADA accounting system by 15 March of each year;

e Production at the end of each fiscal year of a detailed statement of all amounts paid to third parties during the past fiscal year.

Local Taxes

No local taxes are payable in respect of income of companies.
Other Taxes

Business licence tax

New enterprises shall be exempt from the payment of the business licence tax during the first year of operation. After this first
year the enterprises shall be liable to a business licence tax. The business licence tax is paid annually and shall be calculated by
applying a rate to the turnover of the previous financial year-ended as follows:

e 0.159% on the turnover of large companies (those under the jurisdiction of the large taxpayers unit), for a minimum
contribution of XAF 5 million and a maximum contribution of XAF 2.5 billion.

e 0.283% on the turnover of medium-sized companies (those under the jurisdiction of the Medium Size Taxpayers Centre,
Specialised Tax Centre, and Specialised Tax Centre for Liberal Professions and Real Estate), for a minimum contribution of XAF
141,500 and a maximum contribution of XAF 4.5 million.

e 0.494% on the turnover of small-sized companies (those under the jurisdiction of the divisional tax centres), for a minimum
contribution of XAF 50,000 and a maximum contribution of XAF 140,000.

Fringe Benefits Tax (FBT)

Fringe benefits are considered to be a part of the salary paid to an employee: they are subject to social security and personal
income taxes. Taxable fringe benefits are evaluated on the basis of their market value and there is a maximum amount that can be
taxed.
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Registration Duty

Registration duty on rent contract for commercial use is 10% of annual rent and 5% of annual rent when it is for residence use.
Government Contracts are 4% of the contract amount.

Real Estate Withholding Tax
Withholding tax on rent is 15% of annual rent retained and paid by the tenant.

B. Determination of Taxable Income

General - Taxable income is based on financial statements prepared according to generally accepted accounting principles and the
OHADA (Organisation for the Harmonization of Business Law in French-speaking Africa) standard statements.

Business expenses are generally deductible unless specifically excluded by law or by the provisions of an international convention.

Expenses that are not deductible include the following:

e Head office overhead, research costs and technical, financial and administrative assistance fees paid to residents or non-
residents that exceed any of the following:

— 2.5% of taxable profits for ordinary law companies before their deduction;
— 2.5% of turnover for public works projects;
— 7.5% of turnover for design and engineering services.

e Royalties from patents, brands, models or designs paid to a non-CEMAC corporation participating directly or indirectly in the
management of, or owning shares in, the Cameroonian corporation are deductible up to an overall limit of 2.5% of taxable
income before the deduction of the expenses.

e Rent expense for movable equipment paid to a shareholder that manages the company in fact or by right and holds, directly or
indirectly, more than 10% of the capital.

e Losses related to bad debts that do not comply with the enforcement measures provided for in the OHADA Uniform Act
relating to the organization of simplified procedures for collection and enforcement.

e Liberalities, gifts and subsidies exceeding 0.5% of the turnover of research, philanthropic, development, educational, sports,
scientific, social and family institutions or bodies.

e Gifts and subsidies exceeding 5% of turnover of clubs participating in official national competitions and the bodies in charge of
organizing these competitions.

e Interest paid to shareholders in excess of the central bank annual rate plus two points. Under the 2014 Financial Law, the
deductibility of interest paid to shareholders owning directly or indirectly at least 25% of the capital or voting rights of the
company is subject to the following two cumulative conditions:

— Interest paid may not exceed one and one-half of the amount of real capital for all shareholders;
— Interest paid to such affiliates may not exceed 25% of the income before income tax and deduction of such interest and
depreciation.

e Commissions and brokerage fees for services on behalf of companies located in Cameroon that exceed 5% of purchased
imports and sales of exports.

e Remuneration granted to wage earners that are excessive in comparison to the services rendered and that do not correspond
to effective work and conventional norms.

e Amounts set aside for self-insurance.

e Certain specific charges (such as contributions other than those for retirement paid to a foreign social security organization,
which are deductible up to a limit of 15%, and premium insurance paid to companies located in Cameroon for employees’
retirement indemnities), gifts, subsidies and penalties (to some extent).

e Expenses paid in cash of XAF 100,000 or more. The XAF 100,000 limit is assessed with respect to the total amount of specific
expenses recorded in the expenditures account. Accordingly, splitting an expense worth XAF 100,000 into two equal parts of
XAF 50,000 each and paying them in cash does not result in the deductibility of the expenses. Under the 2014 Financial Law,
all reimbursements of loan advances to shareholders paid in cash are treated as dividends and are accordingly subject to
dividend withholding tax.

e Invoices issued via the tax authorities’ electronic invoicing service systems.

e Expenses paid to taxpayers that are not yet registered are not deductible.

e Expenses paid to local suppliers without reference to a Cameroonian tax identification number and without an invoice that
complies with the standard requirements for the deductibility of expenses.

e Losses resulting from damage to fixed assets not validated in the presence of a tax officer or controller.

e Losses resulting from damage to fixed assets as a result of negligence or recklessness.

e Remuneration paid to liberal professionals in violation of the regulations governing their respective professions.

e Expenses for services and certain purchases paid to natural persons or non-resident legal entities established in territories or
states considered to be tax havens.

e Disbursements from tax havens invoiced to local companies by other companies located in or outside tax havens.

e Losses resulting from irregularities, misappropriation or fraud within an enterprise where the irregularities, misappropriation
or fraud is directly or indirectly attributable to the directors, shareholders or partners.

Capital Allowances

Land and intangible assets, such as goodwill, are not depreciable for tax purposes. Other fixed assets may be depreciated using
the straight-line method at rates specified by the tax law. Small equipment and other items that have a value not exceeding XAF
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500,000 without tax are directly accounted for as charges and considered deductible expenses.

Depreciation

The Cameroon General Tax code specifies allowable depreciation rates: any deviation is disallowed for tax purposes.

Stock / Inventory

Inventory is normally valued at the acquisition cost or at the lower of cost or market value. Cost must be determined on a
weighted average cost-price method. The first-in, first-out (FIFO) method is also generally acceptable.

Capital Gains and Losses

Capital gains are taxed at a rate of 16.5%, subject to tax treaties. Capital gains realised in Cameroon or abroad from the direct or
indirect transfer of stocks, bonds and other capital shares of enterprises located in Cameroon are subject to tax. If the business is
totally or partially transferred or discontinued (such as in the event of a merger, liquidation or sale of the business), only % of the
net capital gain is taxed if the event occurs less than five years after the start-up or purchase of the business, and only % of the
gain is taxed if the event occurs five years or more after the business has begun or been purchased.

Capital gains realised on the Cameroon stock market are exempt from corporate income tax and the tax on movable capital.
However, under the 2014 Finance Law, capital gains realised in Cameroon or abroad that are derived from the sale of shares by an
individual or corporate entity holding an exploitation or exploration permit for natural resources extracted from the Cameroonian
subsoil are subject to income tax on the gains.

Dividends

Dividends paid to residents in Cameroon are subject to a 16.5% withholding tax (15% plus the 10% council surtax). Resident
recipients must include the gross dividend in taxable income, but they receive a corresponding 16.5% tax credit to prevent double
taxation. Dividends paid to non-residents are subject to a 16.5% withholding tax, which is a final tax. This rate is increased to 30%
for income from transferable securities paid to a natural or legal person domiciled or established in a territory or State considered
as a tax haven within the meaning of Section 8ter of the ITC.

A parent corporation may exclude up to 90% of the dividends received from a 25%-owned subsidiary if the parent company and
the subsidiary have their registered office in a Central African Economic and Monetary Community (CEMAC) country (Cameroon,
Central African Republic, Chad, Congo, Equatorial Guinea and Gabon). In this case, however, no withholding tax credit is allowed.
Instead, the tax can be offset against any withholding tax due on its own dividend distributions.

Interest Deductions

Interest paid to shareholders in excess of the central bank annual rate plus two points. Under the 2014 Financial Law, the

deductibility of interest paid to shareholders owning directly or indirectly at least 25% of the capital or voting rights of the

company is subject to the following two cumulative conditions:

e Interest paid may not exceed one and one-half of the amount of real capital for all shareholders.

e Interest paid to such affiliates may not exceed 25% of the income before income tax and deduction of such interest and
depreciation.

Losses

Losses may be carried forward for four years. Losses attributable to depreciation may be carried forward indefinitely. Losses may
not be carried back.

Foreign Sourced Income

Generally, foreign tax credits are not allowed. Foreign-source income is taxable after deduction of any related foreign tax. Bilateral
relief is provided under Cameroonian double tax treaties. Non-resident legal entities are taxable only on their Cameroon-sourced
income.

Tax Incentives

The law of 18 April 2013 introduced investment incentives, which are summarized below.

Installation phase:

Incentives that are available during the installation phase (five years after the issuance of the approval) include exemption from
registration duties, transfer duties, customs duties and VAT for certain items.

Operational phase:

Incentives available during the operational phase (10 years for all companies qualifying for the incentives) include exemptions or
reductions with respect to minimum tax, corporate tax, customs duties on certain items and other specified taxes and fees.

In the first year of operation, the company is exempt from the tax on the business license. In addition, companies may carry
forward losses to the fifth year following the year in which the losses are incurred.
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C. Foreign Tax Relief

In general, foreign tax credits are not allowed; income of residents and non-residents subject to foreign tax that is not exempt
from Cameroonian tax under the territoriality principle is taxable, net of the foreign tax.

The French tax treaty, however, provides a tax credit that corresponds to withholding tax on passive income.

D. Corporate Groups

The Cameroon tax code does not provide for taxation of local group companies: each company is evaluated and taxed
independently.

E. Related Party Transactions

In 2012, Article M19bis in Book Il of the General Tax Code on Manual of Tax Procedures was introduced to increase the regulation

and control of transfer pricing. Under the new rules, if in the course of an accounts audit, the administration has evidence that a

company has indirectly transferred profit, it may request that the company provides information and documents with respect to

certain items, including the following:

e Relationships between the company and one or more companies or groups established outside Cameroon.

e The pricing method for industrial, commercial or financial operations in which the company engages with the related parties
mentioned in the first bullet and justification for this method and the agreed consideration in these operations.

e The activities carried out by the related parties mentioned in the first bullet.

e The tax treatment for the company and related parties mentioned in the first bullet with respect to the operations performed
with the related parties.

The 2014 Finance Law requires “a detailed statement of transactions with companies which control or which are controlled by
them up to 25%, in addition to other existing disclosure and documentation requirements.” Companies in the large taxpayer unit
must transmit the following information to the tax authorities by 15 March of each year at the same time as the filing of the
annual tax return:

e A statement of their shareholdings in other companies if the holdings exceed 25% of the share capital;

e A detailed statement of intergroup transactions.

e TP documentation as per the 2018 Finance law.

Non-compliance with the above deadline after formal notice or the communication of false information or incomplete
information exposes the taxpayer to penalties provided for in Article L104 of the CGTC, i.e. the application of a fixed fine that may
go up to 50 million FCFA.

The Finance Act for the 2018 financial year strengthens the mechanism to combat indirect transfers of profits by extending the
notion of transfer pricing to transactions with unrelated companies established in tax havens. A tax haven within the meaning
of Article 8ter of the CGTC is considered to be a State or territory whose income tax rate is less than one-third of that practiced
in Cameroon, or considered as non-cooperative in terms of transparency and exchange of information for tax purposes by

the international financial institutions or the tax affairs committee of the OECD or the Economic and Social Committee of the
European Union. Non-cooperative jurisdiction means any state or territory whose laws and practices are found to be in non-
compliance with the transparency and exchange of information standards for tax purposes established by the OECD.

F. Withholding Tax

Description Rate (%)
Dividends 16.5/33% (a)
Interest 0/16.5 (b)
Rents 15
Royalties from Patents, Know-how, etc. 15
Fees for Technical Services, Digital Services and Professional Activities 15 (c)
Specific Payments to Resident Individuals or Companies 5.5 (d)
Branch Remittance Tax 16.5

a) This withholding tax also applies to directors’ fees, non-deductible expenses and adjustments of profits following a tax audit.
The withholding tax also applies to allowances granted to members of commissions, ad hoc or permanent committees and to
members of public, semi-public, regional or local bodies and apply as well to residents and non-residents.

b) Interest on savings of up to XAF 10 million is exempt from withholding tax. Interest on state bonds is exempt from corporate
income tax and the tax on movable capital (this tax is withheld at a rate of 16.5% from income on shares and negotiable
bonds and from certain other income). The 2014 Finance Law confirms that interest on loans paid to non-resident lenders or
creditors is exempt from withholding tax. Special income tax applies to all types of deliveries that are part of public contracts
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or orders and that are paid for by state, regional or local authorities, public institutions, public corporations or semi-public
companies, or that are paid for through external financing. The rate is 15%, which is withheld at source.

c) This withholding tax applies to non-residents. The 2012 Finance Law provides that this tax also applies to “software,” which is
defined as computer applications and programs relating to the operation or functioning of an enterprise.

o
—

This withholding tax applies to fees, commissions, emoluments and remuneration for services that are paid to resident

individuals or companies. These payments include the following:

— Payments made to persons in the self-employed professions, such as consultants, experts, architects, physicians, auditors
in charge of damages, trade intermediaries and salesmen;

— Payments made to magistrates and representatives of the law (attorneys, bailiffs and notaries);

— Payments made to forwarding agents, customs brokers, stevedores, accounting firms and internet service providers.

The withholding tax does not apply to payments made for services related to transport, bank interest, insurance premiums

and commissions, air ticket expenses and commissions, and water, electricity and telephone expenses. The 10% surtax applies

to the withholding tax rate of 5%, resulting in a total withholding tax rate of 5.5%.

e) Withholding tax certificates are to be generated from the tax authorities’ IT system.

f) Tax on digital platforms is deducted at source by operators of the platform, which must be generated from the tax authorities’
IT system.

g) Withholding tax on purchases

The following companies shall be subject to advance payment:

— Imports by traders, including those under the flat-rate tax;

— Purchases made by traders from manufacturers, farmers, importers, wholesalers, semi wholesalers, forest exploiters;

— The purchase of oil products by service station operators and commodities by exporters;

— The operations carried out by enterprises without a taxpayer’s card.

The advance payment rate shall be set at:

— 14% on the gross margin for the purchase of goods with regulated prices;

— 10% of the amount of transactions, for taxpayers not registered with a taxation centre and for taxpayers subject to the flat
rate tax;

— 5% of the amount of transactions carried out, for traders subject to the simplified tax system and for taxpayers subject to
discharge tax;

— 2% of the amount of transactions, for traders subject to the actual earnings tax system;

— Purchases made directly with an industrial or in bulk with an importer by non-professional taxpayers are deemed to be
made for needs of trade and resale and subject to a 10% withholding rate;

— Purchases performed by Not-For-Profit-Organisations are now eligible for withholding.

G. Exchange Control

All transfers of funds outside the CEMAC, including loans obtained by resident companies abroad and the solicitation of foreign
securities in the CEMAC Zone must be declared and are subject to special control measures for statistical purposes. Transfers of
amounts in excess of XAF 5 million must be lodged with an authorised intermediary (i.e. a bank authorised by the Central Bank).
Documentation must be submitted to the authorities for currency transfers in settlement of imports in excess of XAF 100 million.
Expatriate employees may apply for authorisation to repatriate their net earnings on a regular basis. Any savings accumulated by
expatriates may be repatriated upon departure from Cameroon. All foreign direct investment exceeding XAF 100 million is subject
to prior notification to the Ministry of Finance and a post notification after realisation.

H. Personal Tax

Income tax rates for individuals (XAF)

Taxable income Rate

Up to 2,000,000 10%
2,000,001 3,000,000 15%
3,000,001 5,000,000 25%

Over 5,000,000 35%

Progressive rates are imposed from 10% to 35%. A surcharge of 10% of the principal tax is also levied on the rates (for additional
council tax).
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I. Treaty And Non-Treaty Withholding Tax Rates

Dividends Interest Royalties
(%) (%) (%)
Domestic rates
Companies 11/16.5 0/5.5/11/16.5 5/10/15
Individuals 16.5/33 0/16.5 15
Treaty countries:
Canada 10/12/20" 10/20? 10/20°
Central African Republic® -0 -0 -6
Chad?® - - -6
Congo (Rep.)? -5 -5 -6
Equatorial Guinea® -2 -5 -6
France 15 15 7.5/157
Gabon? -3 -3 -8
Morocco®® 10 0/10° 10
South Africa 10/154 10 10
Tunisia 12 15 15
United Arab Emirates®* 0/10*? 0/7% 10
Notes:

1. The rate for dividends under the treaty is 20%. However, by virtue of a most favoured nation clause (under the Cameroon-
South Africa and Cameroon-Tunisia treaty the qualifying dividend and general rates are 10% and 12% respectively) the rate
is reduced to 10% if the beneficial owner is a company which holds at least 25% of the capital of the company paying the
dividends and 12% in all other cases.

2. The rate for interest under the treaty is 20%. However, by virtue of a most favoured nation clause (under the Cameroon-South
Africa treaty the rate is 10%) the rate is reduced to 10%.

3. The rate for royalties under the treaty is 20%. However, by virtue of a most favoured nation clause (under the Cameroon-South
Africa treaty the rate is 10%) the rate is reduced to 10%.

4. The 10% reduced rate applies if the beneficial owner is a company which holds at least 25% of the capital of the dividend-
paying company.

5. No limitation under the treaty. The domestic WHT rate is applicable.

6. No WHT is imposed if the income is subject to tax in the state of the recipient.

7. The 7.5% rate applies to payments for studies, technical, financial or accounting assistance. The 15% rate applies to other
royalties.

8. Next to Cameroon, the CEMAC tax treaty was signed by the Central African Republic, Chad, Congo (Rep.), Equatorial Guinea
and Gabon.

9. The 0% rate applies to interest paid by the government or central bank of Cameroon to the government or central bank of
Morocco.

10. Effective date: 1 January 2020.

11. Effective date: 1 January 2021.

12.The 0% rate applies to dividends paid (in the case of the UAE) to (i) the federal or local Governments, a political subdivision or
a local authority (ii) the following entities as long as they are wholly owned by the federal or local Governments of the United
Arab Emirates: The Central Bank of the United Arab Emirates, The Abu Dhabi Investment Authority, The Abu Dhabi Investment
Council, Mubadala Development Company (Mubadala), Dubai World, Investment Corporation of Dubai (ICD), United Arab
Emirates Investment Authority, International Petroleum Investment Company (IPIC), or any other institution wholly owned or
held at least for more than 50% of the capital of such institution by the Government, a political subdivision, local authority or
local government which is recognized as an integral part of that Government as shall be notified through exchange of letters
by the competent authorities.

13. The 0% rate applies to interest paid (in the case of the UAE) to (i) the federal or local Governments, a political subdivision or a
local authority (ii) the following entities as long as they are wholly owned by the federal or local Governments of the United Arab
Emirates: The Central Bank of the United Arab Emirates, The Abu Dhabi Investment Authority, The Abu Dhabi Investment Council,
Mubadala Development Company (Mubadala), Dubai World, Investment Corporation of Dubai (ICD), United Arab Emirates
Investment Authority, International Petroleum Investment Company (IPIC), or any other institution wholly owned or held at least for
more than 50% of the capital of such institution by the Government, a political subdivision, local authority or local government which
is recognized as an integral part of that Government as shall be notified through exchange of letters by the competent authorities.
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Canada

Member Firm

City Name Contact Information

Calgary Erkin Atakhanov +1 403 375 9955
erkin@pkfantares.com

Calgary Ruslan Cebotari +1 403 375 9955
ruslan@pkfantares.com

Toronto Cetin Yurt +1 403 375 9955
cetin@pkfantares.com

Basic Facts

Full name: Canada
Capital: Ottawa
Main languages: English, French
Population: 39 million (2024 estimate)
Monetary unit: Canadian dollar (CAD)
Internet domain: .ca
Int. dialling code: +1

Key Tax Points

e Companies pay federal, provincial, and municipal taxes. The combined federal and provincial or territorial corporate tax rates
vary depending upon the province or territory where a corporation conducts business and the nature of its operations.

e Aspecial 25% ‘branch tax’ applies to a non-resident’s after-tax profits that are not invested in qualifying property in Canada.
The branch tax essentially is equivalent to a non-resident WHT on funds repatriated to the foreign head office. The rate of tax
is subject to reduction when there is a tax treaty between Canada and the corporation’s country of residence.

The federal government imposes a Goods and Services Tax (GST) of 5% on a wide range of goods and services. (5% GST in
Alberta, British Columbia, Manitoba, Northwest Territories, Nunavut, Quebec, Saskatchewan, and Yukon.) Exemptions are
provided for basic foods, health care and education. Also zero-rated goods and services are taxable at a 0% rate. However, in
ON, the HST (harmonised sales tax) rate is 13%. In Brunswick, Newfoundland and Labrador, Nova Scotia, and Prince Edward
Island, the HST rate is 15%.

¢ No provision is made for filing consolidated tax returns for corporate groups. However, loss utilisation among members of a
corporate group is often implemented by amalgamation or merger of group members.

¢ Non-resident withholding tax applies to many types of income paid or credited to non-residents including dividends, interest,
royalties, pension payments and rents. The statutory rate of withholding is 25% but this may be reduced or eliminated by
treaty provisions.

e Canadian Residents are subject to tax on their worldwide income. Non-residents are subject to tax in Canada on Canadian-
sourced employment income and business income only. However, if Canada and the country of residence of the taxpayer

have concluded a tax treaty, then the tax rate might be reduced; 50% of the capital gain from the disposal of certain Canadian
assets and 100% of the capital gain on disposal of certain property such as resource property or certain life insurance policies.

A. Taxes Payable

Federal Taxes And Levies

Legal entities subject to corporate income tax include the following:
e all corporate residents in Canada; and
e non-resident corporations, but only to the extent of income from certain Canadian sources.

The corporate income tax rate depends on the type of income earned, the status of the corporation, and the Canadian province

or territory in which the income is earned. The general federal tax rate on corporations is 38%. A 10% rebate applies to the extent

the income has been earned in a Canadian province, bringing the federal rate down to 28%. The tax rate on corporate income
that is earned in a Canadian province and that does not currently benefit from a preferential tax treatment is further reduced
by a general rate reduction of 13. This makes the general rate 15%. Various types of corporate income currently benefit from

a preferential treatment and do therefore not qualify for the reduced rate, including Canadian manufacturing and processing
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income, investment income earned by a Canadian-controlled private corporation (“CCPC”), income from non-renewable
natural resource activities and income earned by mutual fund corporations, mortgage investment corporations and investment

corporations.

A non-resident company is subject to a 25% branch profits tax on taxable income earned in Canada (after deduction of federal and
provincial income tax and after deduction of an allowance for investments in certain types of Canadian property), which may be

reduced under a double tax treaty.

The appropriate provincial income tax rate is added to the federal rate (general or reduced) to get the effective combined tax
rate. The rates of provincial income tax vary. The following are the combined general federal and provincial tax rates effective 31

December 2022:
A B (o D E F
Province General rate General General Rate General Rate or | Manufacturing CCPC active
reduced rate Reduction (A-B) | M&P reduction & Processing rate (%)
(%) M&P rate (%)
(15% + D)
Alberta 38 25 13 8 23 11
British 40 27 13 12 27 11
Columbia
New Brunswick 42 29 13 14 29 11.5
Manitoba 40 27 13 12 27 9
Northwest 39.5 26.5 13 11.5 26.5 11
Territories
Newfoundland 43 30 13 15 30 12
Nunavut 40 27 13 12 27 12
Nova Scotia 42 29 13 14 29 11.5
Prince Edward 44 31 13 16 31 10
Island
Saskatchewan 40 27 13 10 25 100r11
Quebec 39.5 26.5 13 11.5 26.5 12.2
Yukon Territory 40 27 13 12 17.5 9
Ontario 39.5 26.5 13 10 25 12.2
Notes:

e Alberta changed its rate to 8% effective 1 January 2020;

e British Columbia changed its rate to 12% effective 1 January 2018;

¢ Nova Scotia changed its rate to 12% effective 1 April 2020.

e Prince Edward Island has reduced its small-business rate from 2% to 1%, effective 1 January 2022.

e Saskatchewan has increased its small-business rate from nil to 1%, effective 1 July 2022 and will again increase to a rate of 2%
on 1 July 2023.

Corporate income taxes exceeding the CAD 3,000 threshold are payable in monthly instalments with the balance due by the end
of each month during the tax year or quarterly for some eligible CCPC corporations. Returns must be filed no later than six months
after year-end, with no extensions available. Generally, all corporation taxes charged under the Income Tax Act are due two
months after the end of the tax year. However, for CCPCs that have claimed small business deduction from the previous or current
year, the balance of tax is due three months after the end of the tax year.

Non-resident corporations, with or without tax liability, need to adhere to the same deadline, which is subject to penalties for
failure to meet it.

Generally, a refund will not be issued if the income tax return has not been filed within three years of the end of the year (four
years for a Quebec income tax return filed by a non-CCPC).

Investment Tax Credits (ITC)

Qualified expenditures in respect of scientific research and experimental development (SR&ED) in Canada qualify for a 15%
federal ITC. Certain qualifying CCPCs are entitled to a 35% federal ITC on SR&ED up to specified maximums.

The ITCs may be used to offset federal income taxes payable in the current year, the preceding three years, or the 20 succeeding
years. CCPCs may qualify to receive a cash refund when ITCs claimed exceed tax payable for the year. Nine provinces (all but
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Prince Edward Island) and the territories offer provincial or territorial tax credits as an incentive for conducting qualifying SR&ED
activities in their jurisdiction. The amount of federal ITC claimed is included in taxable income in the year following the claim.
Provincial credits are generally included in taxable income in the year of entitlement.

The acquisition of qualified property for use in Atlantic Canada, the Gaspé Peninsula or prescribed offshore regions (other than
qualified resource property) may qualify for a federal ITC of 10%. Qualified property encompasses a wide range of assets related
to manufacturing and processing operations as well as assets used in specific industries such as farming, fishing, and logging,

as well as in storing grain, harvesting peat, new energy generation and electrical energy processes. The acquisition of qualified
resource property used mainly in Atlantic Canada, the Gaspé Peninsula or prescribed offshore regions and used primarily for oil
and gas, and mining activities, if acquired after 28 March 2012, and before 1 January 2016 may qualify for a 10% federal ITC. In
2016, a transitional relief rate applied for certain qualified resource property. This credit is eliminated for assets acquired after
2015. The federal ITC on certain pre-production mining exploration and development expenditures was eliminated for amounts
incurred after 2015.

The regional opportunity investment tax credit is a 10% refundable tax credit available to CCPCs that make qualifying investments
in eligible geographic areas of Ontario. Eligible properties are those capital properties classified under capital cost allowance class
1 or class 6. Expenditures will include construction or renovating expenses. The tax credit is eligible for expenditures of more than
CAD 50,000 and up to CAD 500,000 in a year for investments that became available for use on or after 25 March 2020. This tax
credit has temporarily been doubled to 20% for property that becomes available for use in the corporation’s tax year in the period
beginning on 24 March 2021 and ending before 1 January 2023.

Branch Profits Tax

The federal government imposes a branch tax on profits under Part XIV of the Income tax Act of 25% on non-resident corporations
carrying on business in Canada. The tax is payable on notional distributions of branch profits to the foreign head office. A tax
treaty may reduce the rate of tax and may provide a cumulative exemption amount (e.g., the first CAD 500,000 of income is tax-
exempt under Article X (6) of the Canada-US tax treaty).

Goods And Services Tax (GST)

The federal government imposes a goods and services tax (GST) of 5% on a wide range of goods and services. Exemptions are
provided for basic foods, health care and education. All businesses providing taxable services or selling taxable goods of more
than CAD 30,000 in a single calendar quarter or in the last four consecutive calendar quarters must register for and collect the
GST. The GST rate must be applied on all taxable items or services provided by a GST registrant. GST paid on purchases made by a
registrant is credited against its GST collections on its GST return. A net credit is refunded.

Except for the three territories and Alberta, all provinces impose a provincial sales tax on a wide variety of goods. The application
of sales tax to services will vary depending on the province. General provincial sales tax rates vary from 6% to 10% as described
below. The federal government and the provinces of Newfoundland, New Brunswick, Nova Scotia, Prince Edward Island, and
Ontario are parties to a sales tax harmonisation agreement. Under the harmonised sales tax (HST) agreement, the participating
provinces have ceased to collect provincial sales tax. In its place, the federal government collects HST under the GST rules. The
HST is 13% in Ontario and 15% in Newfoundland, Nova Scotia, New Brunswick and in Prince Edward Island. New Brunswick and
Newfoundland HST increased from 13% to 15% effective 1 July 2016.

British Columbia, Saskatchewan, Manitoba, and Quebec are not harmonized with the Federal government and have their own
Provincial Sales Tax regimes (and independently collect their own Provincial Sales taxes). The rates of Provincial Sales Tax for
these provinces are as follows: British Columbia (7%-discussed below), Saskatchewan (6%), Manitoba (7%) and Quebec (9.975%
discussed below). In July 2019 the PST rate in Manitoba was reduced from 8% to 7%.

British Columbia was party to the sales tax harmonization agreement, but as a result of a British Columbia referendum in 2011,
British Columbia removed the HST and reinstated the former 7% British Columbia provincial sales tax (PST) and 5% GST effective
1 April 2013. In Quebec, the GST and Quebec sales tax (QST) systems are essentially harmonised and administered by Quebec. As
of 1 January 2013, QST was increased to 9.975% but was levied on the price before GST. Therefore, the effective rate will remain
unchanged at 14.975% (GST of 5% and Quebec sales tax of 9.975%).

Fringe Benefits Tax (FBT)

The Northwest Territories and the provinces of Newfoundland, Quebec, Ontario, and Manitoba levy a tax on payroll costs to
support provincial health care and other programs. Rates and exemptions vary from province to province. The territory of
Nunavut levies a payroll tax on high income employees.

The federal government does not impose FBT on employers but requires employer (and employee) contributions to Employment
Insurance (El) and the Canada Pension Plan (CPP) based on payroll costs. Employers are required to remit El, CPP and income tax

with respect to their employees who are in regular and continuous employment in Canada, regardless of whether the employees
(or employer) are resident in Canada. This can be reduced by a social security agreement between Canada and the home country.
Certain fringe benefits are taxable to employees and are required to be reported on their personal income tax returns.

However, the Quebec government is managing its own provincial income tax, Quebec Pension Plan (QPP), and Quebec Parental
Insurance Plan (QPIP). El for Quebec has increased from 1.27% to 1.32% effective 1 January 2024.
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Local Taxes

Provincial, territorial and municipal governments impose various taxes that need to be confirmed in each situation. These taxes
include real property taxes, real property transfer taxes, carbon taxes, business licences and several industry-specific taxes such as
mining and petroleum resource taxes, logging tax and hotel tax.

COVID Pandemic subsidies

The Canada Emergency Wage Subsidy (“CEWS”), which was introduced in April 2020 in response to the pandemic, provides for

a subsidy to qualifying employers for wages paid to employees, depending on the extent of an employer’s revenue reduction. A
similar response of Canada Emergency Rent Subsidy (“CERS”) was introduced in December 2020 to help eligible businesses to
claim a subsidy of up to 65% of eligible rent expenses. These payments are taxable and qualifying claimants must include them in
their taxable business income immediately before the end of the related claim period.

In order to allow more organisations to benefit from the proposed programmes, the federal government has decreased the
requirement of revenue loss from 40% to 25%. In addition, the benefit programme expands its reach by letting more companies
take part in which capacity and revenue was impacted by public health order. These changes are applied to the qualifying period
from 19 December 2021 to 12 February 2022. As for personal benefits, the government reduced restrictions and expanded the
capacity of workers.

On 23 October 2021, CEWS and CERS was replaced by the Canada Recovery Sickness Benefit (CRSB) and Canada Recovery
Caregiving Benefit (CRCB). CRSB is a programme for employers who are unable to carry on their business for at least 50% of

the week or those needing self-isolation due to COVID-19. CRCB is also a program for workers who need to take care of their
children or family members under 12 years old due to unavailability of day-care premises during the Covid-19 lockdown. All these
programme benefits are available until 7 May 2022.

Furthermore, each province announced additional grants and tax subsidies to stimulate the economy during the pandemic
downturn. The Alberta government pays attention to its tourism industry by introducing a policy called revenue-tested tourism
levy abatement. It aims to help accommodation providers with a reduced tourism levy for 6 weeks. In British Columbia, the
provincial government provides business grants from CAD 1,000 to CAD 10,000 depending on their business scale.

In Manitoba, a program called Sector Support Programme was provided to business owners. They can apply through different
grant levels based on the number of employees in a corporation.

Nova Scotia provided business grants based on their gross payroll cost in November 2021.

Ontario has adopted a different approach. Ontario Business Costs Rebate provides rebate, in property tax and energy, to those
businesses that meet the 50% reduced capacity requirement caused by the Omicron variant. The Ontario government also
supports businesses by providing a six-month interest- and penalty-free period for provincial tax, which started on 1 January 2022
and ends on 1 July 2022.

The Quebec government helps businesses by providing various type of loans, e.g. Assistance for Businesses in Regions on
Maximum Alert (“AERAM”) is part of the emergency Assistance to Small and Medium-Sized Enterprises (“PAUPME”) programme,
which can help businesses to obtain loan forgiveness and get money to pay fixed costs. In addition, the period of interest was also
extended to 31 December 2022.

Other Taxes

The federal government also imposes certain industry-specific taxes in addition to customs and excise duties. The federal large
corporation tax, which was a minimum tax based on capital, was repealed effective 1 January 2006, there are no provincial capital
taxes for general businesses. The federal government and several provinces still have capital taxes that apply to certain types

of financial institutions and life insurance corporations. For corporations with a permanent establishment in Ontario, Ontario
imposes a corporate minimum tax on corporations with total assets or gross revenues above certain threshold amounts in certain
circumstances. The corporate minimum tax rate is 2.7%, which applies to large corporations with total assets equal to or more
than CAD 50 million and total revenue equal to or more than CAD 100 million

B. Determination of Taxable Income

The taxable income of a corporation is determined by using the accrual method of accounting. Certain professional, agricultural,

or fishing businesses are permitted to follow a cash or modified cash method of accounting. For a corporation resident in Canada,

taxable income is based on its worldwide income less allowable deductions. For a non-resident corporation, taxable income

earned in Canada is essentially defined to include:

e Income from carrying on business in Canada;

e 50% of capital gains from the disposition of certain specified Canadian assets or specified foreign assets with significant values
attributable to underlying specified Canadian assets included in the definition of ‘taxable Canadian property’;

¢ Income from the disposition of resource property and certain other assets included in the definition of ‘taxable Canadian
property’;

e Income from the disposition of certain other assets with a connection to Canada included in the definition of ‘taxable
Canadian property’; and

e Recaptured Canadian tax depreciation.

The scope of the definition of ‘taxable Canadian property’ was significantly narrowed effective 4 March 2010 in order to exclude
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shares of corporations and other interests (such as an interest in certain partnerships and trusts) that have not derived their fair
market value principally from real property situated in Canada, Canadian resource property or timber resource property, at any
time within the 60 months immediately preceding the disposition. A treaty may limit Canada’s ability to tax a non-resident on the
various components of taxable income earned in Canada listed above.

Amortization

Canada has a complex system of determining the depreciation or amortization for tax purposes with respect to capital assets.
Depreciable property is subject to several regulations that specify the amount that may be written off in any particular year. One
is called Capital Cost Allowance (CCA). When a depreciable property is acquired, its full cost cannot be deducted in the year it is
acquired; its capital cost can be deducted over several years. Depreciable properties need to be classified into a CCA class and CCA
is to be claimed based on the class rate.

There are also several detailed restrictions that have the effect of limiting write-offs for depreciable property. Expenditures for
exploration, development and maintenance of resource properties are subject to rules that categorise the expenditures and
specify the amounts which may be deducted in a year. Qualifying Canadian exploration costs may be deducted at 100% against
any type of income if desired.

Canadian development expenses can be deducted at a rate of 30% per year. Other expenditures are subject to less generous
deductions. Capital assets used for SR&ED are subject to regular tax depreciation rules rather than a 100% deduction if they were
acquired after 2013.

Inventory

Inventory must be valued at the lower of cost or fair market value unless the taxpayer elects to value all inventory at fair market
value. Special rules apply for the valuation of animals and certain derivatives. For those properties used as nature of trade, it must
be valued at its acquisition cost.

Capital Gains And Losses

Taxable capital gains are included in taxable income and taxed at normal rates. A capital gain is essentially the proceeds of
disposition for a capital property less the aggregate of the cost of the property and costs of disposition. However, only 50% of the
gain is taxable. Capital gains from the sale of property are also eligible for lifetime capital gain deduction (limited to CAD 892.218
in 2021). Capital losses may only be used to offset capital gains but may be carried back three years and forward indefinitely,
subject to change of control rules (discussed under the ‘Losses” heading below). As noted above, under ‘Determination of Taxable
Income’, non-residents are only taxed on certain specified capital gains.

Dividends

Dividends received by a private Canadian corporation from another resident corporation are subject to a refundable tax of 38.33%
of the amounts received. In the event that the recipient corporation holds more than 10% of the payer-corporation (measured by
votes and value), refundable taxes payable are based on the amount of tax refunded to the payer-corporation as a result of the
dividend.

Dividends received by most public corporations from another Canadian corporation are effectively excluded from income.
Dividends received from non-resident corporations are subject to tax unless received from a subsidiary out of its active business
profits from a designated treaty country (a country with which Canada has entered into a comprehensive agreement or
convention for the elimination of double taxation on income, or a comprehensive tax information exchange agreement).

Other dividends from foreign affiliates are netted against a grossed-up adjustment for the underlying foreign affiliate tax and
withholding tax. Portfolio dividends from foreign corporations are included in taxable income, but the Canadian-resident recipient
is entitled to a foreign tax credit for the foreign withholding tax.

Interest Deductions

Interest paid on funds borrowed to finance business operations or the acquisition of income-producing assets is generally fully
deductible. In certain cases, interest payable relating to the acquisition of bare land is only deductible to the extent the land
generates net income. The deductibility of interest incurred during the construction of real property is also restricted. Interest
payable on funds borrowed to pay dividends is deductible if the corporation has taxed retained earnings at least equal to the
amount of the dividend.

Statutory ‘thin capitalisation’ rules restrict the deductibility of interest paid to a non-resident shareholder or group that owns
25% or more of the shares of a Canadian corporation. Essentially, these rules prevent the deduction of interest paid to said
non-residents (or non-residents not dealing at arm’s length with them) where the ratio of outstanding debt to shareholders’
equity exceeds 1.5-to-1 for the taxation years after 2012. A ratio of 2-to-1 applies for taxation years that begun prior to 2013. The
equity is measured by taking the aggregate of the retained earnings at the beginning of the year and the average paid-up capital
of shares owned by certain non-resident shareholders and related contributed surplus computed on a monthly-average basis.
Effective 29 March 2012, the disallowed interest will be treated as a deemed dividend paid to the non-resident and will be subject
to withholding tax of 25%, unless reduced by a treaty. If a debtor’s outstanding liabilities to related non-residents exceeds 1.5
times, the interest deduction will be limited.

For taxation years beginning on or after 29 March 2012, the thin capitalisation rules apply to partnerships that have a Canadian-
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resident corporation partner and for taxation years that begun after 2013. The thin capitalization rules apply to Canadian resident
trusts and non-resident corporations and trusts that operate in Canada.

Losses

Losses arising from business operations may be carried back three years or carried forward up to twenty years. The carry-forward
period increased from seven to ten years and from ten to twenty years for losses arising in taxation years ending after 22 March
2004 and after 31 December 2005, respectively.

Capital losses are discussed separately above. In the event of a change of control of a corporation, there is a deemed taxation
year-end. Business losses incurred prior to the change of control may only be deducted in subsequent years from income from
the same or similar business but only if the business which generated the losses continues to be carried on with a reasonable
expectation of profit. A similar restriction applies to the carry-back of subsequent business losses to the three years preceding a
change of control.

On a change of control, a number of complementary rules come into play that have the effect of deeming most types of assets to
be disposed of at fair market value if fair market value is less than that particular asset’s tax carrying value. The purpose of these
rules is to realise any unrealized losses that may exist at the time of the change of control. These deemed losses are added to the
existing losses and are subject to the carry-forward restrictions mentioned above. Unclaimed net capital losses expire on a change
of control. A special election to crystallise unrealized capital gains to use expiring capital losses should be considered when filing a
change of control tax return. Post-change of control capital losses cannot be carried back to pre-change of control taxation years.

Foreign Source Income

Canadian corporations are taxable on worldwide income regardless of its source. Income earned by foreign affiliates in active
businesses is generally not subject to taxation in the Canadian parent until the profits are repatriated (refer to the discussion on
Dividends above). Corporations having an investment in a controlled foreign affiliate earning passive income, or deemed passive
income, are subject to tax on that income in the year it is earned by the foreign corporation.

C. Foreign Tax Relief

Foreign income earned by a Canadian corporation is generally subject to tax in the year received or receivable. Credit is given for
foreign income taxes paid, including withholding taxes. Depending upon the tax rate of the foreign country, foreign tax credits
may or may not provide full relief for the foreign taxes paid. The amount of the foreign tax credits is effectively limited to the
amount of Canadian tax paid on the foreign income. Foreign business income taxes not utilised in a particular year may be carried
forward ten years (seven years if incurred before 23 March 2004) and back three years. Excess foreign non-business income tax
paid cannot be carried over but may be available as a deduction in computing income.

Dividends arising from active business income received from foreign affiliates residing in treaty countries are not subject

to further tax in Canada if the business is carried on in Canada or a designated treaty country. No credit is given for foreign
withholding taxes in these cases. Dividends arising from other business income received from foreign affiliates are netted against
a grossed-up adjustment for the underlying foreign tax and withholding tax. Dividends arising from passive income received from
controlled foreign affiliates residing in treaty countries or arising from all sources in non-treaty countries are subject to tax as
ordinary income. Deductions will be given for underlying foreign tax and withholding tax, as well as Canadian tax which may have
been payable at the time the income was earned. In addition, dividends received by Canadian resident corporations from non-
resident corporations are eligible for a 38.33% tax refund.

D. Corporate Groups

No provision is made for filing consolidated tax returns for corporate groups. Certain tax provisions require the aggregation of
amounts for members of related groups for purposes of determining access to certain tax incentives and benefits. Loss utilisation
among members of a corporate group is often affected by amalgamation or merger of group members.

E. Related Party Transactions

Domestic transactions between related parties are subject to rules that require such parties to transfer property at fair market
value. Failure to effect transfers at fair market value may result in one-sided adjustments to income or cost basis. Charges
between domestic group members are also subject to reasonableness and income earning tests. Transactions with related non-
residents are subject to both transfer pricing and foreign reporting rules. Contemporaneous documentation of transfer pricing
methodologies is required to avoid exposure to transfer pricing penalties on adjustments. Substantial penalties may be levied
where transactions with related non-residents are not in compliance with prescribed procedures.

Certain multinational entities, with taxation years commencing after 1 January 2016, will be required to disclose information
relating to each country in which the multinational group operates; only multinational entities within multinational groups with
combined revenues of EUR 750 million or more will be subject to such reporting requirements.

F. Withholding Tax

Canada imposes non-resident withholding tax on many types of income paid or credited to non-residents including dividends,
interest, royalties, pension payments and rents. The statutory rate of withholding is 25% but may be reduced or eliminated by
treaty provisions. Section | Treaty and Non-Treaty Withholding Tax Rates summarises the rates of withholding under Canada’s
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present income tax treaties. As of 1 January 2008, withholding tax is not payable under Canada’s domestic legislation on most
interest payments made by Canadian borrowers to arm’s length non-resident lenders.

Canada also has a clearance certificate procedure that requires a purchaser to withhold from the proceeds paid to a non-resident
seller on the sale of certain Canadian properties.

The amount of withholding is generally 25% (50% for certain types of properties) of the net gain on disposition if proper notice

is given to the tax authorities and a clearance certificate is provided to the purchaser. If a clearance certificate is not obtained,

the amount of withholding tax increases to 25% (or 50%) of the gross proceeds instead of the net gain. Amounts withheld are
deductible from Canadian taxes payable by the non-resident seller. If the amount withheld exceeds the Canadian taxes payable by
the non-resident seller, a refund will be granted on filing a Canadian federal tax return. The March 2010 changes to the definition
of ‘taxable Canadian property’ have streamlined the withholding and compliance procedures impacting non-residents and those
that acquire property from them. In addition to the federal withholding tax, Quebec has a similar withholding tax regime on sales
of taxable Quebec property. The general rate of withholding is 12.875% and can be higher for certain types of property.

Non-residents are also subject to a 15% withholding on amounts received for services rendered in Canada. Said withholding is
credited on the non-resident’s Canadian income tax return and will reduce the tax due or result in a refund. A refund due to a
corporation will not be processed if the return is not filed within three years from the end of the taxable year. In addition to the
federal withholding tax, Quebec has a 9% withholding tax on services rendered in Quebec by non-residents of Canada.

G. Exchange Control

Canada does not impose currency or exchange controls.

H. Personal Tax

Individual residents in Canada are subject to tax on their worldwide income. Non-residents are subject to tax in Canada on
Canadian-sourced employment income and business income; 50% of the capital gains from the disposal of certain specified
Canadian assets; and 100% of gains on disposal of certain property such as resource property or certain life insurance policies.
Investment or passive income earned by non-residents is subject to withholding tax as discussed above.

Residency is determined based on common law tests of residency relating to social and economic ties. The significant residential
tie to Canada refers to having a primary residence, spouse or common-law and dependants in Canada.

Individuals who stay in Canada for 183 days or more in a particular year may be deemed to be resident in Canada. Canada’s tax
treaties may contain further provisions regarding determination of residency.

Also, if you leave Canada for temporary reasons and you maintain residential ties with Canada, you may be considered a factual
resident of Canada.

Tax returns are filed based on the calendar year and generally are due by 30th April of the following year. An extended deadline
of 15th June of the following year is available for business proprietors and partners of most partnerships, as well as their spouses.
However, if a self-employed person owns investment accounts, the return must be filed by 30th April following the taxable year.
There is no provision for joint spousal tax returns. Certain pension benefits may be allocated between two spouses by election.

Virtually all income earned is subject to taxation. Employment income (including certain employment benefits) and some forms of
investment income are included in taxable income on a cash basis.

If you received federal, provincial, or territorial government COVID-19 benefit payments, such as the CRB, CRSB and CRCB, the
taxpayer will receive a T4A slip with instructions on how to report these amounts on the 2021 tax return.

Business income and some investment income, notably interest, are included in income on an accrual basis. Income earned from
farming, fishing and certain professions is subject to a cash or modified cash method of accounting.

Taxable Canadian dividends received by an individual resident in Canada are subject to a gross-up and dividend tax credit
mechanism.

Employees are subject to withholding on their earnings from employment in respect of income tax and contributions for Canada
Pension Plan and Employment Insurance. Self-employed individuals and those with income from other non-employment sources
are required to make quarterly instalments of estimated taxes due for the year. The balance of taxes and Canada Pension Plan
owing for a calendar year is due by 30th April of the following year for all individuals. If you are unable to pay the balance pending
before the deadline, you will incur interest and if you file the tax return after the deadline and have a balance pending you will be
subject to penalties.

Individuals are permitted various deductions including contributions to Registered Pension Plans and Registered Retirement
Savings Plans, interest paid on funds borrowed to earn income, and qualifying alimony or spousal support payments. In 2023, the
RRSP contribution limit is CAD 30,780 and for 2024 it is CAD 31,560. Child maintenance payments are neither deductible by the
payer nor taxable to the recipient if paid pursuant to an agreement entered into after 30 April 1997 or if an agreement or Court
Order made before that date is modified after 30 April 1997.

There are also tax credits available for personal exemptions, donations, medical and education expenses, and Canada Pension
Plan (CPP) and Employment Insurance (El) contributions.

Updated federal El premium rates and maximums for 2024 are as follows (figures in CAD):
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Year Maximum annual Rate Maximum annual Maximum annual
insurable earnings (%) employee premium employer premium
2024 63,200 1.66 1,049.12 1,468.77
2023 61,500 1.63 1,002.45 1,403.43
2022 60,300 1.58 952.74 1,333.84
2021 56,300 1.58 889.54 1,245.36
2020 54,200 1.58 856.36 1,198.90
2019 53,100 1.62 860.22 1,204.31

Updated CPP contribution rates, maximums and exemptions for 2024 are as follows (figures in CAD):

. Maximum .
Maximum . Employee Maximum
. . Maximum annual
annual Basic exemption . and employer annual self-
. contributory . employee
pensionable amount . contribution employed
. earnings and employer N
earnings rate (%) . contribution
contribution

2024 68,500 3,500 65,000 5.95 3,867.5 7,735.00
2023 66,600 3,500 63,100 5.95 3,754.45 7,508.90
2022 64,900 3,500 61,400 5.7 3,499.80 6,999.60
2021 61,600 3,500 58,100 5.45 3,166.45 6,332.90
2020 58,700 3,500 55,200 5.25 2,898.00 5,796.00
2019 57,400 3,500 53,900 5.1 2,748.90 5,497.80
2018 55,900 3,500 52,400 4.95 2,593.80 5,187.60
2017 55,300 3,500 51,800 4.95 2,564.10 5,128.20
2016 54,900 3,500 51,400 4.95 2,544.30 5,088.60
2015 53,600 3,500 50,100 4.95 2,479.95 4,959.90
2014 52,500 3,500 49,000 4.95 2,425.50 4,851.00
2013 51,100 3,500 47,600 4.95 2,356.20 4,712.40
2012 50,100 3,500 46,600 4.95 2,306.70 4,613.40
2011 48,300 3,500 44,800 4.95 2,217.60 4,435.20
2010 47,200 3,500 43,700 4.95 2,163.15 4,326.30

Beginning January 1, 2024, one must deduct the second additional CPP contributions (CPP2) on earnings above the annual
maximum pensionable earnings.

Hereafter is the table for 2024 on non-refundable tax credits (all figures in CAD):

Description 2024 2023 2022 2021 2020 2019

Basic personal amount for 2019 and N/A N/A NA NA NA
prior years

12,069

Basic personal amount for individuals 12,421 12,298 NA
whose net income for the year is
greater than or equal to the amount at

which the 33% tax bracket begins

14,156 13,521 12,719

Basic personal amount for individuals 13,808 13,229 NA
whose net income for the year is less
than or equal to the amount at which

the 29% tax bracket begins

15,705 15,000 14,398

Spouse or common-law partner N/A N/A NA NA NA
amount (maximum) for 2019 and prior
years

12,069
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Description

Spouse or common-law partner
amount (maximum) for individuals

whose net income for the year is
greater than the amount at which the
33% tax bracket begins

2024
14,156

2023
13,521

2022
12,719

2021
12,421

2020
12,298

2019
NA

Spouse or common-law partner
amount (maximum) for individuals
whose net income for the year is less
than or equal to the amount at which

the 29% tax bracket begins

15,705

15,000

14,398

13,808

13,229

NA

Spouse or common-law partner
amount (maximum if eligible for
the Canada caregiver amount for a
dependent spouse or common-law
partner) for 2019 and prior years

N/A

N/A

NA

NA

NA

14,299

Spouse or common-law partner
amount for individuals whose net
income for the year is greater than or
equal to the amount at which the 33%
tax bracket begins (maximum if eligible
for the Canada caregiver amount for
a dependent spouse or common-law
partner)

16,772

16,020

15,069

14,716

14,571

NA

Spouse or common-law partner
amount for individuals whose net
income for the year is less than or

equal to the amount at which the 29%
tax bracket begins (maximum if eligible
for the Canada caregiver amount for
a dependent spouse or common-law
partner)

18,321

17,499

16,748

16,103

15,502

NA

Amount for an eligible dependant
(maximum) for 2019 and prior years

12,069

Amount for an eligible dependant
(maximum) for individuals whose net
income for the year is greater than or

equal to the amount at which the 33%
tax bracket begins

14,156

13,521

12,719

12,421

12,298

NA

Amount for an eligible dependant
(maximum) for individuals whose net
income for the year is less than or
equal to the amount at which the 29%
tax bracket begins

15,705

15,000

14,398

13,808

13,229

NA

Amount for an eligible dependant
(maximum if eligible for the Canada
caregiver amount for a dependant) for
2019 and prior years

N/A

N/A

NA

NA

NA

14,299

Amount for an eligible dependant for
individuals whose net income for
the year is greater than or equal to
the amount at which the 33% tax
bracket begins (maximum if eligible
for the Canada caregiver amount for a
dependant)

16,772

16,020

15,069

14,716

14,571

NA
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Description 2024 2023 2022 2021 2020 2019
Amount for an eligible dependant for 18,321 17,499 16,748 16,103 15,502 NA
individuals whose net income for the
year is less than or equal to the amount
at which the 29% tax bracket begins
(maximum if eligible for the Canada
caregiver amount for a dependant)
Canada caregiver amount for children 2,616 2,499 2,350 2,295 2,273 2,230
under the age of 18
Age amount * 8,396 7,898 7,713 7,637 7,494
Net income threshold for age amount * 42,335 39,826 38,893 38,508 37,790
Canada employment amount * 1,368 1,287 1,257 1,245 1,222
(maximum)
Canada caregiver amount for other 8,375 7,999 7,525 7,348 7,276 7,140
infirm dependants age 18 or older
(maximum amount)
Net income threshold for Canada 19,666 18,783 17,670 17,256 17,085 16,766
caregiver amount
Disability amount * 9,428 8,870 8,662 8,576 8,416
Supplement for children with 5,500 5,174 5,053 5,003 4,909
disabilities (maximum)
Adoption expenses (maximum per * 18,210* 17,131 16,729 16,563 16,255
adoption)

*Not available on 31 March 2024. The amount will increase slightly per year.

Individuals pay income tax at graduated marginal rates, effective 1 January 2020, as follows:

Taxable income (CAD)

Tax rate (%)

First 49,020 15
49,021 - 98,040 20.5
98,041 - 151,978 26
151,979 - 216,511 29
over 216,511 33

Federal and provincial tax rates for 2022:

Taxable income (CAD)

Tax rate (%)

First 50,197 15
50,198 - 100,392 20.5
100,393 - 155,625 26
155,626 - 221,708 29

over 221,708 33

Federal and provincial tax rates for 2023:

Taxable income (CAD)

Tax rate (%)

First 53,359 15
53,360 — 106,717 20.5
106,718 — 165,431 26
165,432 — 235,675 29

over 235,675 33
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Provincial and territorial tax rates for 2023 (all figures in CAD):

Provinces and territories Rates

Newfoundland and Labrador 8.7% up to CAD 41,457 of taxable income
14.5% between CAD 41,457 and CAD 82,913
15.8% between CAD 82,913 and CAD 148,027
17.8% between CAD 148,027 and CAD 207,239
19.8% between CAD 207,239 and CAD 264,750
20.8% between CAD 264,750 and CAD 529,500
21.3% between CAD 529,500 and CAD 1,059,000
21.8% on any taxable income exceeding CAD 1,059,000

Prince Edward Island 9.8% up to CAD 31,984 of taxable income
13.8% between CAD 31,984 and CAD 63,969
16.7% on any taxable income exceeding CAD 63,969

Nova Scotia 8.79% up to CAD 29,590 of taxable income
14.95% between CAD 29,590 and CAD 59,180
16.67% between CAD 59,180 and CAD 93,000
17.5% between CAD 93,000 and CAD 150,000

21% on any taxable income exceeding CAD 150,000

New Brunswick 9.40% up to CAD 47,715 of taxable income
14.0% between CAD 47,715 and CAD 95,431
16.0% between CAD 95,431 and CAD 176,756

19.5% on any taxable income exceeding CAD 176,756

Quebec 14.0% up to CAD 49,275 of taxable income

19% between CAD 49,275 and CAD 98,540

24% between CAD 98,540 and CAD 119,910
25.75% on any taxable income exceeding CAD 119,910

Ontario 5.05% up to CAD 49,231 of taxable income
9.15% between CAD 49,231 and CAD 98,463
11.16% between CAD 98,463 and CAD 150,000
12.16% between CAD 150,000 and CAD 220,000
13.16% on any taxable income exceeding CAD 220,000

Manitoba 10.8% up to CAD 36,842 of taxable income
12.75% between CAD 36,842 and CAD 79,625
17.4% on any taxable income exceeding CAD 79,625

Saskatchewan 10.5% up to CAD 49,720 of taxable income
12.5% between CAD 49,720 and CAD 142,058
14.5% on any taxable income exceeding CAD 142,058

Alberta 10% up to CAD 142,292 of taxable income
12% between CAD 142,292 and CAD 170,751
13% between CAD 170,751 and CAD 227,668
14% between CAD 227,668 and CAD 341,502

15% on any taxable income exceeding CAD 341,502
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Provinces and territories Rates

British Columbia

5.06% up to CAD 45,654 of taxable income
7.7% between CAD 45,654 and CAD 91,310
10.5% between CAD 91,310 and CAD 104,835
12.29% between CAD 104,835 and CAD 127,299
14.7% between CAD 127,299 and CAD 172,602
16.8%between CAD 172,602 and CAD 240,716
20.5% on any taxable income exceeding CAD 240,716

Yukon

6.4% up to CAD 53,359 of taxable income
9% between CAD 53,359 and CAD 106,717
10.9% between CAD 106,717 and CAD 165,430
12.8% between CAD 165,430 and CAD 500,000
15% on any taxable income exceeding CAD 500,000

Northwest Territories

5.9% up to CAD 48,326 of taxable income
8.6% between CAD 48,326 and CAD 96,655
12.2% between CAD 96,655 and CAD 157,139
14.05% on any taxable income exceeding CAD 157,139

Nunavut

Federal and provincial tax rates for 2024:

Taxable income (CAD)

4% up to CAD 50,877 of taxable income
7% between CAD 50,877 and CAD 101,754
9% between CAD 101,754 and CAD 165,429
11.5% on any taxable income exceeding CAD 165,429

Tax rate (%)

First 55,867 15
55,867 — 111,733 20.5
111,733 -173,205 26
173,205 — 246,752 29

over 246,752 33

Provincial and territorial tax rates for 2024 (all figures in CAD):

Provinces and territories Rates

Newfoundland and Labrador

8.7% up to CAD 43,198 of taxable income
14.5% between CAD 43,198 and CAD 86,395
15.8% between CAD 86,395 and CAD 154,244
17.8% between CAD 154,244 and CAD 215,943
19.8% between CAD 215,943 and CAD 275,870
20.8% between CAD 275,870 and CAD 551,739
21.3% between CAD 551,739 and CAD 1,103,478
21.8% on any taxable income exceeding CAD 1,103,478
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Provinces and territories Rates

Prince Edward Island 9.65% up to CAD 32,656 of taxable income
13.63% between CAD 32,656 and CAD 64,313
16.65% between CAD 64,313 and CAD 105,000
18% between CAD 105,000 and CAD 140,000
18.75% on any taxable income exceeding CAD 140,000

Nova Scotia 8.79% up to CAD 29,590 of taxable income
14.95% between CAD 29,590 and CAD 59,180
16.67% between CAD 59,180 and CAD 93,000
17.5% between CAD 93,000 and CAD 150,000

21% on any taxable income exceeding CAD 150,000

New Brunswick 9.40% up to CAD 49,958 of taxable income
14.0% between CAD 49,958 and CAD 99,916
16.0% between CAD 99,916 and CAD 185,064

19.5% on any taxable income exceeding CAD 185,064

Quebec 14% up to CAD 51,780 of taxable income

19% between CAD 51,780 and CAD 103,545

24% between CAD 103,545 and CAD 126,000
25.75% on any taxable income exceeding CAD 126,000

Ontario 5.05% up to CAD 51,446 of taxable income
9.15% between CAD 51,446 and CAD 102,894
11.16% between CAD 102,894 and CAD 150,000
12.16% between CAD 150,000 and CAD 220,000
13.16% on any taxable income exceeding CAD 220,000

Manitoba 10.8% up to CAD 47,000 of taxable income
12.75% between CAD 47,000 and CAD 100,000
17.4% on any taxable income exceeding CAD 100,000

Saskatchewan 10.5% up to CAD 52,057 of taxable income
12.5% between CAD 52,057 and CAD 148,734
14.5% on any taxable income exceeding CAD 148,734

Alberta 10% up to CAD 148,269 of taxable income
12% between CAD 148,269 and CAD 177,922
13% between CAD 177,922 and CAD 237,230
14% between CAD 237,230 and CAD 355,845

15% on any taxable income exceeding CAD 355,845

British Columbia 5.06% up to CAD 47,937 of taxable income
7.7% between CAD 47,937 and CAD 95,875
10.5% between CAD 95,875 and CAD 110,076
12.29% between CAD 110,076 and CAD 133,664
14.7% between CAD 133,664 and CAD 181,232
16.8%between CAD 181,232 and CAD 252,752
20.5% on any taxable income exceeding CAD 252,752

PKF Worldwide Tax Guide 2024/25 184



Provinces and territories Rates

Yukon 6.4% up to CAD 55,867 of taxable income
9% between CAD 55,867 and CAD 111,733
10.9% between CAD 111,733 and CAD 173,205
12.8% between CAD 173,205 and CAD 500,000
15% on any taxable income exceeding CAD 500,000

Northwest Territories 5.9% up to CAD 50,597 of taxable income
8.6% between CAD 50,597 and CAD 101,198
12.2% between CAD 101,198 and CAD 164,525
14.05% on any taxable income exceeding CAD 164,525

Nunavut 4% up to CAD 53,268 of taxable income
7% between CAD 53,268 and CAD 106,537
9% between CAD 106,537 and CAD 173,205

11.5% on any taxable income exceeding CAD 173,205
I. Treaty and Non-Treaty Withholding Tax Rates

Due to space limitations, the following summary does not reflect detailed information on the statutory or treaty provisions
relating to withholding tax rates. Rates shown are in effect on 1 January 2018 subject to the notes at the end of the table below.

The reader should ensure careful reviews of the statutory rules and treaty provisions are undertaken when considering a
particular cross-border transaction. Special care should also be taken to review the effective date of changes for new treaties and
protocols. Care should be taken with respect to Canada-US payments involving fiscally transparent entities with changes effective
in 2009 and 2010.

The Canada Revenue Agency (CRA) has provided declaration forms that are recommended for use by non-residents of Canada to
provide the CRA and Canadian resident payers with information regarding their residency status and eligibility for treaty benefits.

Recipient Dividends Interest?! Royalties?
(%) (%) (%)
Resident corporations and individuals Nil Nil Nil
Non-resident corporations/individuals: 25
Non-treaty 25 25 25
Treaty:
Algeria 15 15 0/15
Argentina 10/15% 12.5 3/5/10/15°
Armenia 5/15% 10 10
Australia®* 5/15% 10 10
Austria 5/15% 10 0/10
Azerbaijan® 10/15% 10 5/10
Bangladesh 15 15 10
Barbados 15 15 0/10
Belgium 5/15% 10 0/10
Brazil' 15/25* 15 15/25
Bulgaria 10/15%° 10 0/10°
Cameroon 15 15 15
Chile® 10/15% 108 15
China (PRC)” ! 10/15* 10 10
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Recipient Dividends Interest’ Royalties?

P (%) (%) (%)
Colombia 5/15% 10 10°
Croatia 5/15% 10 10
Cyprus 15 15 0/10
Czech Republic 5/15% 10 10
Denmark 5/15% 10 0/10
Dominican Republic 18 18 0/18
Ecuador 5/15% 15 10/15°
Egypt 15 15 15
Estonia® 5/15% 10 0/10
Finland 5/15% 10 0/10
France 5/15% 10 0/10
Gabon 15 10 10
Germany*! 5/15% 10 0/10
Greece 5/15% 10 0/10
Guyana 15 15 10
Hong Kong’ 5/15% 10 10
Hungary 5/15% 10 0/10
Iceland 5/15% 10 0/10
India 15/25*% 15 10/15/20
Indonesia 10/15% 10 10
Ireland 5/15% 10 0/10
Israel 5/15% 10 0/10
Italy 5/15% 10 0/5/10
Ivory Coast 15 15 10
Jamaica 15 15 10
Japan 5/15% 10 10
Jordan 10/15* 10 10
Kazakhstan8 5/15% 10 10°
Kenya 15/25%° 15 15
Korea (Rep.) 5/15% 10 10
Kuwait 5/15% 10 10
Kyrgyzstan® 15° 15° 0/10
Latvia® 5/15% 10 10°
Lebanon? 5/15% 10 5/10
Lithuania® 5/15% 10 0/10°°
Luxembourg 5/15% 10 0/10
Madagascar 5/15% 10 5/10
Malaysia®* 15 15 15
Malta 15 15 0/10
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Dividends Interest? Royalties?

Recipient (%) (%) (%)
Mexico 5/15% 10 0/10
Moldova 5/15% 10 10
Mongolia 5/15% 10 5/10
Morocco 15 15 5/10
Namibia3 5/15% 10 0/10
Netherlands* 5/15% 10 0/10
New Zealand 5/15% 10 5/10
Nigeria 12.5/15*% 125 125
Norway 5/15% 10 0/10
Oman 5/15% 10° 0/10
Pakistan 15 15 0/15
Papua New Guinea 15 10 10
Peru® 10/15* 15 15
Philippines 15 15 10
Poland 5/15% 10 5/10
Portugal 10/15% 10 10
Romania 5/15% 10 5/10
Russia® 10/15% 10 0/10
Senegal 15 15 15
Serbia 5/15% 10 10
Singapore 15 15 15
Slovak Republic 5/15% 10 0/10
Slovenia 5/15% 10 10
South Africa 5/15% 10 6/10
Spain 5/15% 10 0/10
Sri Lanka 15 15 0/10
Sweden 5/15% 10 0/10
Switzerland!! 5/15% 10 0/10
Taiwan 10/15* 10 10
Tanzania 20/25% 15 20
Thailand 15 15 5/15
Trinidad and Tobago 5/15% 10 0/10
Tunisia 15 15 0/15/20
Turkey 15/20* 15 10
Ukraine® 5/15% 10 0/10
United Arab Emirates 5/15% 10 0/10
United Kingdom 5/15% 10 0/10
United States'® 5/15% 0 0/10
Uzbekistan® 5/15% 10 5/10
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Dividends Interest? Royalties?

Recipient (%) (%) (%)
Venezuela 10/15%° 10 5/10
Vietnam 5/10/15* 10 7.5/10°
Zambia 15 15 15
Zimbabwe 10/15% 15 10
NOTES:

1. Interest: Canada does not impose WHT on interest (except for ‘participating debt interest’) paid or credited to arm’s-length
non-residents. Most treaties have an explicit provision for higher WHT on interest in excess of FMV in non-arm’s-length
circumstances.

2. Royalties: A zero royalty rate generally applies to:

a. copyright royalties and payments for a literary, dramatic, musical, or other artistic work (but not royalties for motion
picture films, work on film or videotape, or other means of reproduction for use in television), and/or

b. royalties for computer software, a patent, for information concerning industrial, commercial, or scientific experience (but
not royalties for a rental or franchise agreement), or for broadcasting.

Most treaties explicitly provide for higher WHT on royalties in excess of FMV in non-arm’s-length circumstances. A zero rate of

tax may apply in certain cases.

3. The treaty has been signed but is not yet in force. In the absence of a treaty, Canada imposes a maximum WHT rate of 25% on
dividends, interest, and royalties.

4. The lower (lowest two for Vietnam) rate applies if the beneficial owner of the dividend is a company that owns/controls a
specified interest in the paying company. The nature of the ownership requirement, the necessary percentage (10%, 20%,
25%, or higher), and the relevant interest (e.g. capital, shares, voting power, equity percentage) vary by treaty.

5. If the other state (Canada for the treaty with Oman) concludes a treaty with another country providing for a lower WHT rate
(higher rate for Kenya), the lower rate (higher rate for Kenya) will apply in respect of specific payments within limits, in some
cases. This is called a ‘most favoured nation’ provision.

6. A ‘most favoured nation’ provision (see note 5 above) in Canada’s treaty with Chile reduces the WHT rate on interest from 15%
to 10% on 1 January 2019 (in certain cases, the 10% rate also applied between 1 January 2017 to 31 December 2018).

7. Canada’s treaty with China does not apply to Hong Kong.

8. The treaty status of the republics that comprise the former USSR is as follows:

a. Azerbaijan, Estonia, Kazakhstan, Kyrgyzstan, Latvia, Lithuania, Russia, Ukraine, and Uzbekistan: New treaties entered into
force (see table for rates).

b. Other republics: No negotiations are underway.

Belarus, Tajikistan, and Turkmenistan will not honour the treaty with the former USSR. As a result, Canada will impose a

maximum WHT rate of 25% on dividends, interest, and royalties until a new treaty enters into force. For other republics that

comprise the former USSR, the status of the former treaty with the USSR is uncertain. Because the situation is subject to

change, Canadian taxpayers are advised to consult with the CRA as transactions are carried out.

9. A ‘most favoured nation’ provision (see note 5 above) in Canada’s treaty with Lithuania exempts certain royalties (as
mentioned in note 2 above) paid or credited after 31 December 2018 from WHT.

10. For the United States, the reduced treaty rates apply, subject to the Limitation on Benefits article.

11.The treaty or protocol is under renegotiation.
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Cape Verde

Member Firm

Contact Information

Santa Maria José Parada Ramos +238 9726434
paradaramos@ pkf.pt

Basic Facts

Full name: Republic of Cape Verde
Capital: Praia
Main languages: Portuguese, Cape Verdean Creole
Population: 603,535 (2024 estimate)
Monetary unit: Cape Verdean Escudo (CVE)
Internet domain: .cv
Int. dialling code: +238

Key Tax Points

e Resident corporations are subject to Cape Verde corporate income tax (CIT) on their worldwide income at a rate of 21%.
Non-resident companies with a permanent establishment in Cape Verde are liable for CIT on the income attributable to that
permanent establishment.

e There is a CIT simplified regime for micro and small-sized companies in place.

e A tax-neutral regime for mergers and spin-offs is available, subject to certain conditions.

e Transfer pricing legislation enables the tax authorities to make corrections to taxable income when the conditions (and prices)
agreed upon between related parties are different from those that would have been agreed upon and accepted between
independent entities (arm’s-length principle). In certain cases, transfer pricing documentation is required.

e Companies licensed in the International Business Centre of Cape Verde are taxed at a reduced CIT rate.

e Payments between resident companies are generally subject to withholding tax.

e The standard rate of VAT is 15%.

e Resident individuals are subject to income tax on their worldwide income whilst non-residents are liable to income tax only on
income sourced in Cape Verde. There is a special tax regime for non-habitual resident taxpayers.

e Social security is due on remunerations at a 15% rate for the employer and 8% for the employee.

A. Taxes Payable

Corporate Income Tax

Resident corporations are subject to corporate income tax (CIT) on their worldwide income. Resident companies are those which
have their head office or place of effective management in Cape Verde.

Non-resident companies with a permanent establishment (PE) in Cape Verde are liable for CIT on the income attributable to that
PE. Non-resident companies without a PE are subject to tax on specified categories of income sourced in Cape Verde, including
services and commissions, rental income, dividends, interest, and royalties.

There are two different CIT regimes:
e the general regime; and
e asimplified regime for micro and small-sized companies.

Under the simplified regime, applicable for micro and small-sized companies, CIT is replaced by a Single Special Tax (SST), which
is levied at a 4% rate on the gross turnover amount. The SST is payable on a quarterly basis (in April, July, October, and January of
the following year).

Criteria to determine micro and small-sized companies are:

e Micro-sized company: an entity that employs up to five persons with an annual turnover (gross amount of sales and services)
that does not exceed CVE 5 million;

e Small-sized company: an entity that employs between six and ten persons with an annual turnover (gross amount of sales and
services) between CVE 5 million and CVE 10 million.

Under the general regime, the taxable profit is subject to a 21% tax rate. In addition to the CIT charge, resident companies and PEs
domiciled in the municipalities of Praia and Mindelo are subject to a fire brigade surcharge (Taxa de Incéndio), levied at a 2% rate
on corporate taxable income, thus resulting in an effective rate of 21.42%.

Certain expenses, such as costs related to vehicles and non-documented expenses, are subject to autonomous taxation at rates
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varying from 10% (e.g. travel and kilometres allowances) to 40% (undocumented expenses).

The tax year usually coincides with the calendar year (1 January to 31 December). However, PEs of non-resident companies may
opt for a different tax year. Resident companies may also opt for a different tax year, subject to authorisation from the Minister of
Finance. Tax is payable by the end of the fifth month following the end of the tax year — generally the 31st of May.

Payments on account of the final tax liability are due in March, August, and November of the respective tax year, totalling 80% of
the previous tax year’s CIT liability.

Permanent establishments of non-resident companies are taxed at the rates applicable to resident companies. The tax rate for
non-resident companies having no permanent establishment obtaining Cape Verde-sourced income ranges from 10% to 20%.

Capital Gains Tax

Worldwide capital gains obtained by resident companies are included in their taxable income.

Branch Profits Tax

All income attributable to a Cape Verdean branch (permanent establishment) is subject to corporate income tax. No tax is
imposed on remittances of profits from the branch to the head office.

Value Added Tax (VAT)

VAT is a sales tax levied on the supply of goods and services as well as on the import of goods into the territory. The VAT system in
Cape Verde closely follows the European Union VAT system and the standard VAT rate is 15%.

The 2021 State Budget (Law 109/1X/2020, of 31 December 2020) introduced, as from 1 January 2021, a 10% reduced VAT rate

applicable to:

e lodging in hotels and similar facilities, as well as catering; and

e tour operators who are resident micro, small and medium-sized companies — on all combined services rendered in Cabo Verde
in 2021.

VAT exemptions are mainly applicable to medical services, services related to education and social support, transactions
performed by non-profit-making organisations, banking and financial transactions, insurance, and reinsurance operations, as well
as to imports of certain essential goods.

Property Tax (IUP)

IUP (“Imposto Unico Sobre Patrimémio”) is a municipal property tax levied on the value of real estate on the territory of each
municipality, calculated in accordance with the classification of each property at a rate of 1.5%. IUP is due on the ownership of
immovable property on an annual basis by the owner of the real estate, registered as such on 31 December of the relevant year.
The taxable basis corresponds to 25% of the value attributed to the property by the Evaluation Commission.

IUP is also due on the transfer of real estate, based on the value of the contract declared by the transferee, being the tax payable
by the transferee.

There are some exemptions from IUP on the acquisition of real estate.

Stamp Duty (IS)

Stamp tax is due on several documents, acts, and transactions, which occur or are presented for legal purposes in Cape Verde. The
rates may be set at specific amounts or on a percentage basis.

Among others, stamp duty is due on the following transactions/acts at the following rates:

Item Stamp duty rate

Loans 0.50%

Bank interest 3.50%

Bank fees and commissions 3.50%

Insurance 3.50%

Guarantees 0.50%

Promissory notes, securities 0.50%

Emoluments, registration acts 15%

Contracts CVE 1,000
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B. Determination Of Taxable Income (CIT)

General Regime

Taxable income is determined by adjusting the accounting profit for non-taxable income and non-deductible expenses. As a
general principle, costs are only deductible when necessarily incurred for the purpose of producing income.

Depreciation

Tangible fixed assets and intangible assets can be depreciated/amortised for tax purposes. The depreciation rates are set by
specific legislation and include 3% for office buildings and 5% for industrial buildings. No depreciation is allowed on land. The
normal method of calculation is the straight-line basis, but the declining-balance method may be used except for items such as
buildings, cars, and office furniture.

Stocks / Inventory

Inventory must normally be valued at the effective cost of acquisition or production (historic cost). Other methods which may be
adopted include:

e The standard cost method, which must be calculated in accordance with the appropriate technical and accounting principles;
e The sale price method, which is based on the market value less a normal profit margin.

Capital Gains And Losses

Capital gains (or losses) are calculated as the difference between the sales proceeds and the acquisition cost which may be
updated using official inflation coefficients. If the proceeds of the sales are reinvested in other eligible assets, 50% of the gain
obtained (net of the related losses) will be excluded from taxation. For this purpose, re-investments made in the preceding year,
in the year of sale and in the two subsequent years will be taken into account.

When only part of the consideration is re-invested, only the corresponding part of the gain qualifies for the relief.

Dividends

There is a full participation exemption on domestic and overseas dividend income, provided the distributing company is subject to
and not exempt from CIT. An exception applies for entities with a reduced CIT rate, where the tax relief is only 50%.

Interest Deductions

The deductibility of net financing costs is limited to the higher of:
e CVE 110 million; or
e 30% of the tax EBITDA.

The tax EBITDA is based on the taxable income or tax loss that is not exempt, adjusted by the net financial expenses as well as
the depreciation and amortisations that are tax deductible. The net financial expenses are calculated as the balance of borrowing
expenses and financing revenue.

Non-deductible net borrowing expenses may be deducted in the following seven years, provided the total financial costs (costs of
the year plus costs carried forward) do not exceed the above limits.

If the financial costs are below 30% of the EBITDA, the amount of the limit that was not used may be carried forward to offset
against the financial costs of the following 7 tax years.

Doubtful Debts Impairment

The deduction for tax purposes of impairment losses on overdue debt is limited to the following percentages, computed on the
amount of the debt:

Delay on payment Limit

More than 6 and up to 12 months 25%
More than 12 and up to 18 months 50%
More than 18 and up to 24 months 75%

More than 24 months 100%

Tax Losses

Tax losses incurred by resident companies, or by a branch of a non-resident company, may be carried forward to be offset against
taxable profits indefinitely. However, companies are only allowed to deduct tax losses up to 50% of the taxable profits in any given
period.

Tax loss carry-back is not allowed.

Foreign Sourced Income
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Resident companies are taxed on their worldwide income.

Incentives

Incentives under Cape Verde tax legislation include the International Business Centre of Cape Verde; investment tax credits; a
Youth Start-Up program incentive; and tax credits for hiring unemployed persons and interns.

C. Foreign Tax Relief

Foreign-sourced income, gross of tax paid abroad, is included in taxable income. A unilateral credit for foreign income tax suffered
can be offset against Cape Verde CIT. The tax credit is restricted to the lower of:

e The income tax paid abroad;

e The Cape Verde income tax chargeable on that foreign income.

D. Related Party Transactions

Transfer pricing legislation enables the tax authorities to make corrections to taxable income when the conditions (and prices)
agreed upon between related parties are different from those that would have been agreed upon and accepted by independent
entities.

According to Ministerial Order no 75/2015, preparation of transfer pricing documentation is required for entities subject to
corporate income tax that are:

e Classified as “large taxpayers” under the terms of proper regulations;

e Beneficiaries of a privileged taxation regime, as defined in the General Tax Code;

e Permanent establishments of non-resident entities;

e Entities that the tax authorities designate for this purpose.

E. Withholding Tax

Non-resident companies without a PE in Cape Verde are generally subject to a final withholding tax on the following categories of
income and at the following rates:

Type of income Tax rate

Rental income 10%
Interest payments 10%/20%
Dividends 10%
Royalties 20%
Services rendered/used in Cape Verde 15%

The withholding tax rates may be reduced under the terms of an existing double tax treaty signed by Cape Verde.

F. Personal Income Tax

Income tax is payable by individuals on income obtained from employment, a business activity or independent profession,
pension income, investment income, rental income, and capital gains. Resident individuals are subject to income tax on

their worldwide income while non-residents are liable to income tax only on income sourced in Cape Verde. Tax residence is
determined by physical presence in Cape Verde for more than 183 days in aggregate, consecutive or not, during any 12-month
period. Having remained for less time, the residence is also determined by having a place of abode on 31 December in a way that
may lead to the supposition of an intention to keep and occupy it as a habitual home/ residence.

Individuals can be taxed under two different tax methods:

e Under the declarative method, individuals are taxed according to their annual income statement. This method is mandatory
for taxpayers included in Category B (business and professional income) with organised accounting, and individuals taxed
under Category C (rental income). This method is also applicable to dependent workers, Category A, (employment income)
who opt to file the tax return, to income obtained abroad by resident taxpayers, and to income obtained in Cape Verde by
non-resident taxpayers that could not be taxed at flat rates. Total income will be subject to tax at progressive rates ranging
between 16.5% and 27.5%.

e A final withholding method is applied to taxpayers who are not obliged to submit their annual income statement in the
following cases: Categories A, D (investment income), E (Capital Gains), and under the Special Regime for Small and Micro-
Sized Companies (SRSMC).

There are specific deductions for each category of income, using as a criterion the costs or charges necessary to obtain them.
Thus, expenditure on health and education, pensions, housing rents, housing debt interest, construction and improvement of real
estate, amounts paid for health or personal accident insurance, as well as some life insurance, and amounts invested annually

in government bonds and contributions to social security or single social tax for the taxable person or their dependents may be
deducted from the taxable income. Donations to certain entities can also be deducted from the total income.
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Employment and pension income

Employment and pension income are generally subject to monthly withholding tax (WHT). As a rule, the monthly WHT is levied as
final taxation, unless the taxpayer chooses to file a tax return in which case the withheld tax acts as an advance payment.

Rental income

Rental income is subject to a 20% withholding tax, which has the nature of an advance payment on account of the final annual
income tax liability. In computing the net rental income, taxpayers may deduct maintenance and repair expenses of up to 30% of
gross rental income.

Investment income

In general, investment income is subject to a flat 20% rate. However, some exceptions apply:

e dividends are subject to a 10% flat rate;

e interest on bonds is subject to a 10% flat rate;

e otherinterest is subject to a 20% flat rate;

e aspecial tax regime foreseen in the Tax Benefits Code provides for an exemption from taxation on interest on long-term
deposits received by Cape Verdean emigrants.

Capital gains

Capital gains earned by individual taxpayers are subject to a flat 1% rate in case of gains on the disposal of real estate, intellectual
property, or shares.

Non-habitual tax residents

A special tax regime for non-habitual residents is in place. Individuals becoming tax residents and who have not been resident
in Cape Verde for tax purposes for the past five years may apply for this regime, under which certain foreign-sourced income,
such as investment income, may be exempt from taxation in Cape Verde, subject to certain conditions, for a period of 10 years.
In addition, non-habitual residents may benefit from a reduced 10% tax rate on Cape Verde sourced employment and self-
employment income, if derived from high value-added activities performed there. Non-habitual resident status is acquired upon
registration with the tax authorities until March 31 of the year following that in which they become tax residents in Cape Verde.

G. Social Security

Employees are subject to social security contributions on their monthly gross income at a rate of 8%. Social security contributions
due by the employer are levied at 15%.

Self-employed individuals are subject to monthly social security contributions computed in accordance with a rate ranging from
11% to 19.5%. The payment of contributions shall take place by the 15th of the subsequent month to which they are related.

H. Treaty and Non-Treaty Withholding Tax Rates

Foreign tax relief

A resident employee, entrepreneur, or professional may deduct the lower of the following amounts in order to mitigate double
taxation on foreign income taxed in another jurisdiction:

* Income tax paid abroad; or

e PIT fraction computed before deductions due on the income taxed in the source state.

Double tax treaties

Cape Verde has signed double tax treaties with Macau, Mauritius, Portugal and Spain. The Cape Verde Parliament has approved
the ratification of new double tax treaties with Angola, Equatorial Guinea, and S3o Tomé e Principe. In addition, negotiations are
ongoing to conclude a double tax treaty with Guinea-Bissau and Senegal.

Technical
services
(%)

Dividends Interest Royalties

(%) (%) (%)

Non-treaty countries 10 10/20* 202 15

Treaty countries:

Benin® 10 0/10% 10 5/10%
Burkina Faso® 10 0/10%*° 10 5/10%
The Gambia® 10 0/10% 10 5/10%
Ghana® 10 0/10% 10 5/10%
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Technical

Dividends Interest Royalties .
(%) (%) (%) Se;;;es
Guinea’® 10 0/10% 10 5/10%
Guinea-Bissau® 10 0/10% 10 5/10%
Ivory Coast® 10 0/10% 10 5/10%
Liberia® 10 0/10% 10 5/10%
Macau 10 10 10 15
Mali® 10 0/10% 10 5/10%
Mauritius 0/53 0/10% 7.5 15
Niger® 10 0/10% 10 5/10%
Nigeria® 10 0/10% 10 5/10%
Portugal 10 0/10° 10 0
Senegal® 10 0/10%* 10 5/10%
Sierra Leone® 10 0/10% 10 5/10%
Spain® 0/10° 0/57 5 0
Togo® 10 0/10% 10 5/10%
Notes:

1. Asof 1January 2015, interest paid to non-residents is subject to a final 20% withholding tax%, except interest on bonds,
government bonds and similar public securities derived from public debt, financial investment instruments such as promissory
notes and bills of exchange, which are subject to a final 10% withholding tax.

2. Royalties (representing know-how, technical assistance, and leasing of equipment) paid to non-resident companies are subject
to a final 20% withholding tax.

3. The 5% rate applies if the beneficial owner of the dividends owns directly less than 25% of the capital stock (capital social) of
the dividend-paying company. In all other cases the 0% rate applies.

4. The 0% rate applies if (i) the debtor of the interest is the Cape Verde Government, a political or administrative subdivision or
a local authority or a statutory body thereof (ii) interest is paid to the Government of Mauritius, a political or administrative
subdivision or a local authority or a statutory body thereof (iii) interest is paid to an institution (including a financial institution)
in connection with any financing granted by them under an agreement between the Governments of the Contracting States.

5. The 0% rate applies if (i) the payer of the interest is the Cape Verde Government or a political or administrative subdivision or
local authority thereof (ii) interest is paid to the Government of Portugal or a political or administrative subdivision or local
authority thereof, or to an institution or body (including a financial institution) in connection with any financing granted by
them within the framework of agreements between the Governments of the contracting States.

6. The 0% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of the
capital of the dividend-paying company.

7. The 0% rate applies if (i) the beneficial owner is the Spanish State or the Central Bank, or a political subdivision or local
authority thereof (ii) the interest is paid by the State in which the interest arises (i.e. Cape Verde) or by a political subdivision
or local authority or statutory body thereof (iii) the interest is paid in respect of a loan or credit owed to, or granted, made,
guaranteed or insured by the Spanish State or a political subdivision, local authority or export financing agency thereof (iv)
the beneficial owner of the interest is a financial institution (v) the interest is paid in connection with the sale on credit of
equipment, goods or merchandise, or services (vi) the beneficial owner of the interest is a pension fund approved for tax
purposes by Spain and the income of the fund is, in general, exempt from tax in Spain.

8. Effective date: 1 January 2022.

9. Member State of the ECOWAS Treaty (Economic Community of West African States).

10. Interest shall be exempt from tax in the Member State where the interest arises if the recipient of the interest is the beneficial
owner and if the (i) payer or the recipient of the interest is the Government of the Member State itself, a public body, a
political subdivision or local authority thereof or the central bank of a Member State; or (ii) interest is paid in connection with
a loan granted, approved, guaranteed or insured by the Government or the central bank of a Member State.

The term “interest” means income from debt claims of every kind, whether or not secured by mortgage and whether or not
carrying a right to participate in the debtor’s profits, and in particular, income from government securities and income from
bonds or debentures, including premiums and prizes attaching to such securities, bonds or debentures.

11. The 5% rate applies to technical service fees paid to an individual while the 10% rate applies to technical service fees paid to a
company.

The term “technical service fees” means any payment in consideration for any service of a managerial, technical or consultancy
nature, unless the payment is made (i) to an employee of the person making the payment (ii) for teaching in an educational
institution or for teaching by an educational institution; or (iii) by an individual for services for the personal use of an individual.
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Chad

City Name Contact Information

N’Djamena Stefaan De Ceulaer +44 20 3691 2511
Stefaan.deceulaer@pkf.com

Basic Facts

Full name: Republic of Chad
Capital: N’Djamena
Main languages: French, Arabic
Population: 18.72 million (2024 estimate)
Monetary unit: Central African CFA Franc (XAF)
Internet domain: td
Int. dialling code: +235

Key Tax Points

e The standard corporate income tax rate is 35%.

e VAT is levied at a standard rate of 18%.

e Losses may generally be carried forward for up to 3 years. Loss carry-back is not allowed.

¢ Dividends paid to non-resident companies are subject to a 20% final withholding tax on the gross amount. Dividends derived
by CEMAC (Central African Economic and Monetary Community) resident companies are subject to a 10% reduced withholding
tax. Where the CEMAC recipient’s shareholding is at least 25%, the dividends are subject to a 5% final withholding tax.

e Interest derived by a non-resident company is subject to a 25% final withholding tax on the gross amount. The rate is reduced
to 5% for interest derived by CEMAC residents.

¢ Royalties paid to non-resident companies are subject to a 25% final withholding tax rate on the gross amount. A 7.5% non-final
withholding tax applies to royalties derived by CEMAC residents.

e Fees for technical, financial and accounting assistance, interconnection usage charges for a mobile network, as well as medical
service fees, paid by companies resident in Chad to non-resident recipients are subject to a 25% final withholding tax. A 7.5%
non-final withholding tax applies to recipients who are resident in a CEMAC member country. A 0% withholding tax applies
where the recipient is resident in a CEMAC member country and carries out non-commercial activities.

A. Taxes Payable

Company Tax

Chadian companies are those registered in Chad, regardless of the nationalities of their shareholders or where they are managed
and controlled. Chadian companies carrying on a trade or business outside Chad are not taxed in Chad on their foreign-source
profits.

Foreign companies with activities in Chad are subject to Chadian corporate tax on Chadian-source profits.

Resident companies and permanent establishments of foreign companies are subject to corporate income tax at a rate of 35% on
income over FCFA 20,000.

Minimum lump-sum tax

This tax applies to companies subject to corporate income tax and non-resident taxpayer deriving non-commercial profits through
a permanent establishment in Chad.

The minimum lump-sum tax is computed as 1.5% of the monthly turnover (excluding VAT) and is no longer subject to a minimum
threshold as of 1 January 2022.

Capital Gains Tax

Capital gains are part of business income in general and subject to the standard corporate income tax rate. However, a number of
exceptions exist.

Branch Profits Tax

A branch profits tax is levied at the rate of 20%, similar to the tax on distribution of dividends by resident companies.

Value Added Tax (VAT)
VAT is levied at a standard rate of 18%.

PKF Worldwide Tax Guide 2024/25 195



B. Determination of Taxable Income

The taxable profit is the net accounting profit adjusted for tax purposes, including unsubstantiated transfers of assets, whether in
the course of business or upon the cessation of business, as well as income from fixed assets (i.e. property) listed on the balance
sheet. The net profit corresponds to the difference between the value of the net asset of the balance sheet at the beginning and
the end of the taxable period.

Disallowed Expenses

The following items in particular are non-deductible for corporate income tax purposes:

e the corporate income tax

e expenses equal to or above FCFA 500,000 if incurred in cash;

e confiscations, penalties of any kind and fines resulting from infringements to laws or regulations;
e certain provisions.

Subject to the application of a tax treaty, head office expenses, interest, royalties and technical assistance fees paid by companies
located in Chad to a foreign head office are deductible up to a limit of 10% of the taxable profit before deduction of these
expenses. This limitation does not apply to the technical assistance fees and fees for studies related to factory assembly.

Depreciation

Depreciation is calculated based on the probable length of use of the asset. The straight-line method of depreciation is applicable,
and rates vary according to the nature of the business activity concerned and the normal useful life of the assets involved.

Assets Rate (%)
Buildings 5-20
Fixed plant and machinery 5-20
Movable equipment 10-20
Transport equipment and vehicles 20-33.33
Telecom equipment 33.33
Computer hard and software 33.33
Office equipment 15
Fittings, installations 10
Equipment made out of plastic 10-33.33

Interest Deductions

Interest paid on shareholder loans may only be deducted to the extent that:
e The loans do not exceed the shareholder’s participation in the company; and
e The interest rate does not exceed the Central Bank’s annual interest rate plus two percentage points.

Interest paid to shareholders of public limited and private limited companies who are actively involved in the management of
the companies is non-deductible to the extent that it is charged on shareholder loans that exceed % of the company’s authorized
share capital.

LOSSES
Losses may generally be carried forward for up to 3 years. Loss carry-back is not allowed.

C. Foreign Tax Relief

Except for financial institutions, insurance companies and stockbrokers, a 20% tax credit is available in respect of foreign dividends
which are received from companies resident in countries with which Chad has signed a double tax treaty, provided the dividends
received are also subject to tax in the other treaty country.

D. Corporate Groups

There is no group taxation regime in Chad.

E. Related Party Transactions

There are no transfer pricing (TP) rules as such in Chad. However, a general provision applies under the general tax code whereby
taxable profits for companies under the control of foreign companies (or which control foreign companies) are determined based
on a comparison with the profits of similar local companies.
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Transfer pricing documentation
The 2018 Finance Law has introduced TP documentation requirements.

Companies with a turnover exceeding FCFA 500 million, and which are dependent, related or have the control of companies

located outside Chad, are required to attach to their financial statements documentation containing:

e ageneral description of the legal and operational structures of the group of associated companies, including the identification
and geographical location of the associated companies engaged in intra-group transactions during the financial year;

e ageneral presentation of transactions carried out with associated companies during the financial year, including the nature
and amount of transactions, as well as the identity and geographical location of the group companies involved;

e a presentation of the main competition price method used and the changes that occurred during the financial year.

The non-production of this documentation or the production of incomplete documentation is sanctioned by the rejection as
deductible expenses of the sums expensed in respect of the operations carried out with the associated companies

F. Personal Tax

With effect from 1 January 2023, the progressive personal income tax rates are as follows:

Annual taxable income (FCFA) Rate (%)
Up to 800,000 0
800,001 - 6,000,000 10.5
6,000,001 - 7,500,000 15
7,500,001 - 9,000,000 20
9,000,001 —- 12,000,000 25
Over 12,000,000 30
G. Withholding Tax

¢ Dividends paid to non-resident companies are subject to a 20% final withholding tax on the gross amount. Dividends derived
by CEMAC resident companies are subject to a 10% reduced withholding tax. Where the CEMAC recipient’s shareholding is at
least 25%, the dividends are subject to a 5% final withholding tax.

¢ Interest derived by a non-resident company is subject to a 25% final withholding tax on the gross amount. The rate is reduced
to 5% for interest derived by CEMAC residents.

e Royalties paid to non-resident companies are subject to a 25% final withholding tax rate on the gross amount. A 7.5% non-final
withholding tax applies to royalties derived by CEMAC residents.

e Fees for technical, financial and accounting assistance, interconnection usage charges for a mobile network, as well as medical
service fees, paid by companies resident in Chad to non-resident recipients are subject to a 25% final withholding tax. A 7.5%
non-final withholding tax applies to recipients who are resident in a CEMAC member country. A 0% withholding tax applies
where the recipient is resident in a CEMAC member country and carries out non-commercial activities.

H. Treaty and Non-Treaty Withholding Tax Rates

Dividends
(%)
Interest Royalties

Individuals, Qualifying (%) (%)
companies companies
(%) (%)

Treaty countries:

CEMAC Treaty? -2 .2 2 0
Turkiye? 15 10* 0°/10 10
Notes:

1. Next to Chad, the CEMAC tax treaty was signed by Cameroon, the Central African Republic, Congo (Rep.), Equatorial Guinea,
and Gabon.

2. No limitation under the treaty. The Chad domestic withholding tax rate is applicable.

Effective date: 1 January 2022.

4. The 10% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the
capital of the company paying the dividends.

5. The 0% rate applies to interest arising in Chad and paid to the Government of Turkey or to the Central Bank of Turkey (Tirkiye
Cumbhuriyet Merkez Bankasi) or to the Turkish Eximbank (Tiirkiye ihracat Kredi Bankasi A.S.).

w
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Chile

Member Firm

Contact Information

Santiago Antonio Melys +56 22650 4332
amelys@pkfchile.cl

Basic Facts

Full name: Republic of Chile
Capital: Santiago
Main languages: Spanish
Population: 19.65 million (2024 estimate)
Monetary unit: Chilean Peso (CLP)
Internet domain: .cl
Int. dialling code: +56

Key Tax Points

e The Chilean income tax system applies to all individuals and entities domiciled or resident in Chile in respect of their
worldwide income. Non-residents are subject to tax on Chilean-sourced income.

e Two categories of income tax apply in relation to different types of income (activities). The rules for calculating tax under each
category are different.

e In general, profits from commercial activities (including relevant capital gains) are taxed at 25% under ‘First Category tax’.

e However, as of 2020 the general tax system (Partially integrated system) affects profits made by enterprises that determine
the income tax taking into account the results of financial statements based on full accounting records, at a rate of 27%. Such
system has a maximum tax burden of 44.45%, taking into account both the tax on the company (First Category tax at 27%)
and the owners (Additional tax at a rate of 35% or Global Complementary tax with progressive tax rates). Under the Partially
integrated system the higher burden results from the owners having to refund 35% of corporate tax (First Category Tax) on
the same taxable profit distributed or withdrawn. However, the restriction in the use of corporate tax as a credit will not be
applicable to investors domiciled or resident in countries that have a double tax treaty with Chile, in which the application
of the Additional Tax on the income distributed or withdrawn has been agreed upon provided that the First Category Tax is
deductible of said tax, or another clause is included producing the same effect. This beneficial rule is also applicable when
a double tax treaty with Chile has been signed before 1 January 2020 although it is not in force yet. The latter rule will stay
applicable up to 2026, the year when it is expected that those conventions will be in force. That is the case for investors
domiciled in the United States.

e Gross taxable income arising from wages, salaries, overtime payments, bonuses, fees, gratuities, profit sharing and any other
form of remuneration is taxed under the Second Category which is a progressive tax, the highest rate of which is 40% from
2020 onwards.

e Profits remitted or withdrawn from Chile (such as by way of payment of dividends to non-residents in enterprises subject to
the Partially Integrated System) are subject to a 35% ‘Additional Tax’, although relief is given for any First Category tax paid on
the relevant profits. Some of the taxpayers domiciled or resident abroad may have to refund the 35% of the tax credit, which
means that in practice they could only use the 65% of the First Category tax as a tax credit. This restriction is applicable only to
taxable income generated since 1 January 2017.

e Transfers and other operations regarded as sales, as well as services other than those rendered by employees and consultants,
are subject to 19% Value Added Tax (VAT). Exports of all products and services qualified as exports by the Customs Service
are exempt for VAT purposes (0% rate). VAT paid on imports and on local purchases and services may be deducted from VAT
surcharged on sales or services rendered.

e There are various other types of payments to non-residents which are subject to withholding tax. Chile has signed double tax
treaties with a number of countries under which the withholding tax rate may be reduced or the tax may not be applicable.

e Credits are available for overseas taxes paid on foreign-sourced income. Where the income consists of dividends or overseas
profits, the credit is capped at a maximum of 35% of the gross dividends or profits.

e Although individuals resident in Chile generally pay income tax on their worldwide income, foreigners who establish their
domicile or residence in Chile pay income tax only on their Chilean-sourced income for the first three years of residence.

A. Taxes Payable

Company Tax

The income tax legislation provides for a scheduler system divided as follows:
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First Category Tax

First Category tax is due on income derived from commercial, industrial and agricultural activities, mining, fishing and other
extractive activities, investment, and real estate. All income not specifically taxed under another category and not tax exempt is
included. Capital gains are included in gross income subject to First Category tax with certain exceptions which include:

(a) Gains from the sale of publicly traded Chilean corporations’ stock acquired and sold under certain conditions such as to be
carried out on the Stock Exchange, which are subject to a distinct 10% tax rate.

(b) Sale of mining rights up to the amount represented by the variation in the cost of living index between the date of purchase
and that of sale, carried out by taxpayers not subject to the First Category tax on effective income.

(c) Sale of real estate other than that included in the assets of a taxpayer subject to the First Category tax on effective income.
The maximum cumulative income not taxable under this rule amounts to 8,000 UF (approximately USD 320,000), regardless of
the number of operations made by the taxpayer.

First Category Income Tax Systems

Taxpayers required to declare their income subject to First Category tax, based on the results of a balance sheet according to full
cycle accounting are subject to a partially integrated regime. This is the standard applicable regime, under which shareholders,
partners and individual entrepreneurs must include in their own income tax return the profits distributed by or withdrawn

from the company but in practice they can only use 65% of the corporate tax as a tax credit as they have to refund 35% of the
First Category corporate tax. The maximum tax burden on profits affecting investors under this system is therefore 44.45%.

Said restriction on the use of corporate tax as a credit is not applicable to investors domiciled or resident in countries that have
concluded a double tax treaty with Chile, in which the application of the Additional Tax on the income distributed or withdrawn
has been agreed upon provided that the First Category Tax is deductible of said tax, or another clause producing the same effect is
included. The same tax benefit is also granted when the double tax treaties have not yet entered into force but have been signed
by Chile before 1 January 2020, but that rule will only stay applicable until 31 December 2026.

Micro, small and medium-sized enterprises (Pymes) that meet certain conditions and generate income not exceeding 75,000

UF (approximately USD 3,000,000 ) on average over the last three years can benefit from a special tax system, under which the
First Category Tax is applied to the result determined on a cash basis, i.e. income and effective disbursements. In other words,

the Pro Pyme tax regime is based on the difference between the proceeds, i.e. income effectively received by the taxpayers, and
the disbursements made in the same period, regardless of whether the payments correspond to purchases of fixed assets or
inventories. The entrepreneurs, partners or shareholders will be taxed on withdrawals, remittances or distributions of profits and
the 25% First Category tax can be fully used as a tax credit against their personal income tax. Taxpayers can opt to become subject
to the partially integrated system within the first quarter of the year.

There is an additional special tax regime called Transparent Pro Pyme Regime, applicable to companies whose owners are subject
to final taxes. The income is determined based on the receipts received and expenses paid. The company is not subject to tax,
but the income determined by the company is subject to owners’ personal taxes, although the profit has not been withdrawn or
distributed.

Second Category Tax

Second Category gross taxable income refers to the one arising from wages, salaries, overtime payments, bonuses, fees, gratuities,
profit sharing and any other form of remuneration. It is a progressive tax, the highest of which is 40%, applicable on a monthly
basis to the excess of 310 monthly tax units (approximately USD 22,000).

Complementary Tax (Impuesto Global Complementario)

This is a progressive tax assessed on a resident individual or domiciled in Chile with respect to income received or withdrawn in
the preceding year. Its highest rate is 40%, applicable to the excess of 310 yearly tax units (approximately USD 263,500).

Additional Tax (Impuesto Adicional)

This tax affects, among others, the Chilean-sourced income withdrawn or remitted abroad to non-residents or non-domiciled
individuals and of companies or juridical entities organised abroad with or without a permanent establishment in Chile in the
form of branches, offices, agents or representatives. This tax also affects foreign payments such as royalties, technical assistance
and others at varying rates.

Special Tax of Article 21° of The Income Tax Law

This tax affects almost all entities regardless of the legal structure they have (individuals, corporations, permanent establishments
of non-resident entities, etc.). Itis applied at a 40% rate on all amounts that are disallowed as an expense, when they represent
disallowed actual disbursements or withdrawals of assets, regardless of the way in which they may have been accounted for and
that directly or indirectly benefit those related to the company or its owners, or in those cases in which the taxpayer is unable to
prove the nature and effectiveness of the disbursement. Under certain circumstances this kind of disallowed expense must be
included in the income tax return of the correspondent shareholder, partner or individual owner which has to pay an additional
10% surcharge on such amounts.
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New Tax on Income From Mining Activities

Law 21.591 published in the Official Gazette on 10 August 2023 introduces an annual tax called the mining royalty that will affect
mining operators, depending on their level of sales and the minerals exploited. This tax will not affect small miners who sell or
process up to 10,000 tons of minerals per month or their equivalent in mining products, and other small-sized mining operators.

The new tax consists of three components, the total sum of which comprises the mining royalty, i.e.

e Component 1: Ad valorem component of the mining royalty at a rate of 1%, on annual copper sales of mining operators
whose annual sales are greater than the equivalent of 50,000 metric tons of fine copper. If in a given business year the
adjusted mining operational taxable income is negative, this negative amount will be deducted to obtain the final ad valorem
component.

e Component 2: ‘Component on the mining margin’ is applied to the adjusted mining operational taxable income of the
mining operator (only if it is positive). It will affect mining operators who have more than 50% of their annual sales deriving
from copper and who produce more than 50,000 metric tons of fine copper. The rate of this component will be determined
according to the mining operating margin of the respective year, depending on where the mining operating margin falls within
the four established ranges. The first tranche is 8% for those who obtain a mining operating margin of up to 20, and the last
tranche is 26% when the mining operating margin is greater than 60.

e Component 3: The mining operators to whom the provisions of component 2 do not apply will be subject to a progressive
scale of tax rates, according to the annual value of equivalent annual sales in metric tons of fine copper, which will be applied
to the adjusted mining Chile operational taxable income. This scale of tax rates ranges from 0.4% on the value that exceeds the
equivalent of 12,000 tons and reaches 4.4% for equivalent annual sales of up to 50,000 tons. For mining operators whose sales
exceed 50,000 tons, a progressive tax rate scale will be applied according to the mining operating margin of a given year. This
scale ranges from 5% if the mining operating margin does not exceed 35 up to 34.5% if the margin does not exceed 85. If the
mining operating margin exceeds 85, the applicable rate will be 14%

The law determines the information and the way in which it should be considered for the purposes of setting the amount of the
mining royalty (how sales are determined, the adjusted operational taxable income, etc.), and the instalment payments that must
be made monthly to account for this tax.

The new law sets a maximum potential tax burden for mining operators subject to the mining royalty, equivalent to 46.5% of
the adjusted mining operational taxable income. In this respect, corporate income taxes (first category tax) and final taxes which
combined result in a tax burden of 35% will be considered, in addition to the determined mining royalty. If the total amount
indicated is less than 46.5% of the adjusted mining operational taxable income, the amount of the mining royalty must be
increased up to the amount of the maximum potential tax burden. If the sum of the indicated items is greater, no adjustments
will be made. However, the potential maximum tax burden will be 45.5% for mining operators whose sales do not exceed 80,000
metric tons of fine copper.

The law on the mining royalty will take effect from 1 January 2024. On the same date, the specific tax on mining activity contained
in the Income Tax Law will be repealed.

Mining projects that currently have tax stability due to special legal provisions will be governed by the regulations in force as of 1
January 2022 until the date on which the tax stability ends. However, they can voluntarily adopt the mining royalty regulations in
advance.

Classes of Taxpayers

Any person or entity domiciled or resident in Chile must pay tax on income, whatever its origin, whether its source is located

in Chile or abroad. Non-residents are subject to tax on income, the source of which is located within Chile. An individual is
considered resident for tax purposes when remaining in Chile, uninterruptedly or not, for a period or periods exceeding 183 days
in aggregate during any twelve-month period. Foreigners working in Chile are subject to tax only on their Chilean-sourced income
during the first three years of domicile or residence period which may be extended. After this period, they become subject to tax
on their worldwide income.

Thus, the income tax system covers individuals and legal persons, resident or non-resident, foreign or national, whose income
source is located in Chile and also, in the case of a resident’s income, foreign-sourced income. For example, partnerships are
subject to a 25% or 27% First Category tax on their profits, depending on the tax system which they are subject to. Under the
Partially integrated system the income tax of partners is payable or included in the personal income tax return when distributed
or remitted abroad. The credit is 27% First Category tax but 35% of it must be refunded, except in some cases such as that of
taxpayers of countries that have a double tax treaty with Chile (see paragraph First Category Income Tax Systems).

Value Added Tax (VAT)

Transfers and other operations considered as sales, as well as services other than those rendered by employees and consultants
(rendered by either individuals or juridical persons that qualify as partnerships of professionals), are subject to 19% VAT. In
addition, certain items are subject to sales tax. For imports, the taxable basis is the customs value or CIF value, including customs
duties. Certain capital goods forming part of foreign investments of at least USD 5 million may be exempt from VAT, for which the
investor must submit an application to the Ministry of Finance.

The tax applies to the sale of all movable and immovable physical assets (except land) sold by a person who is a customary seller.
The tax basis is the sales price, including monetary correction, interests, finance charges and penalty interests. The tax itself is
excluded from the basis. Exports of all products are exempt for VAT purposes. VAT paid on imports and on local purchases and
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services may be deducted from VAT surcharged on sales or services rendered. VAT paid on importation and on acquisition or
services received, when accessory to operations exempt from VAT (unless they are exports) or not related directly to the activities
of the seller, is not recoverable.

Some products like alcoholic and non-alcoholic beverages, jewels, furs, articles made of gold, silver or ivory are subject to a sale
surtax at different rates.

Local Taxes

No local income taxes are payable in addition to central government taxes. However, Chile imposes taxes on real estate and a
stamp tax on documents that contain loans and credit operations (bill of exchange, promissory notes, etc.). Enterprises have to
pay an annual municipal licence, calculated on the taxpayer’s equity at a minimum rate of 0.25% and a maximum of 0.5%, set
by each municipality. The total amount cannot exceed 8,000 monthly tax units (approximately USD 568,000 ), which is allocated
among the municipalities in which the taxpayer has an office, factory or other establishment.

B. Determination of Taxable Income

Gross income is arrived at by deducting from gross receipts the direct cost of goods and services required to produce such
receipts. The direct cost of locally acquired goods will be the purchase price, to which the cost of freight and insurance to deliver
to the taxpayers’ premises may be added. For imported goods, it will include CIF value, duties and customs charges, and local
freight and insurance costs as above could optionally be added. For manufactured or processed goods, direct cost will include
raw material, costs in the manner described, and labour charges. Business income is determined on the accrual basis, whereas
the dividend income on corporate shares is assessed on a cash basis. In the case of long-term projects, the tax authorities are
empowered to issue rulings regarding the determination of income for tax purposes.

Business expenses are deductible from gross income provided that they have not already been deducted in arriving at such gross
income and that the expenses are required for the income to be obtained. The law states the concept of expenses necessary to
produce income, understood as those that have the capacity to generate income, in the same or future years and are associated
with the interest, development or maintenance of the line of business, Expenses incurred in the acquisition, maintenance or
exploitation of assets not used in the regular course of business are not deductible. The accounting period in Chile coincides with
the calendar year.

CFC (Controlled Foreign Company) Rules

Certain foreign income is taxable in Chile not only when it is received but also accrued. In fact, profit consisting of passive income
(interests, dividends, etc.) received or accrued by foreign entities controlled by Chilean taxpayers or patrimonies, must be
considered as received or accrued by these Chilean taxpayers. The taxable profit of the foreign entity is determined by applying
the Chilean tax regulations.

Depreciation

Depreciation on fixed assets, except for land, is tax deductible under the straight-line method based on their useful lives in
accordance with the guidelines of the Chilean Internal Revenue Service (IRS), computed on the restated value of the assets. A
shorter lifespan is stated in the Income Tax Law as an option for depreciation, applicable to fixed assets purchased since 2003.
The option means an accelerated depreciation for new assets when acquired locally, or new or used assets when imported, with
useful lives of over five years. For this purpose, the assets will be assigned useful lives equivalent to one-third of the normal,
eliminating fractions of months.

There is an alternative according to the amount of turnover of the taxpayers (100,000 UF; approximately USD 4,000,000 ) on
average over the last three years), which allows them to accelerate the depreciation to 1/10 of the normal lifespan of the fixed
assets. The lifetime thus obtained cannot be less than one year. Taxpayers may discontinue the use of the accelerated method at
any time but may not return again to the accelerated method. The difference between accelerated and straight-line method will
not reduce the taxable profit that can be withdrawn by partners or distributed to shareholders.

No allowance is made for amortisation of intangible assets such as, patents, trademarks, etc. Goodwill in mergers and acquisitions
that cannot be allocated to non-monetary assets, is considered as an expense only at the winding up of the enterprise. Depletion
of ore in mining properties is not tax deductible.

Stock / Inventory

The cost of goods sold or production materials and supplies consumed is based on the first-in, first-out (FIFO) basis, although
the ‘average’ method may be elected. The method adopted determines the basis for the valuation of the closing inventory. The
valuation so determined is, however, adjusted in the manner stipulated for the annual monetary correction procedures.

Dividends

Dividends received from Chilean corporations are exempt from First Category tax. There is no distinction in Chile between
dividends and inter-company dividends. A dividend in kind as such does not exist. Dividends are necessarily expressed in cash,
notwithstanding the fact that the company may distribute certain assets corresponding in value to the dividend amount. Stock
dividends in the form of bonus shares or increases in the par value of existing shares are not considered income for tax purposes.
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Interest Deductions

Generally, interest accrued or paid in the financial year is a deductible expense, provided that it has been incurred in connection
with loans related to the business. Regarding the interest and other amounts, when originating in acts or contracts concluded
with related parties abroad, the expense will only be deductible in the year such amounts are paid, credited to account or placed
at the disposal of the beneficiary. It is also required that the correspondent Additional tax is paid unless such amounts are tax
exempt.

Losses

Losses incurred in the fiscal year are deductible. Furthermore, there is no limit on carry forward of losses. There are no loss carry-
back provisions, nor is it available to group profitable and unprofitable affiliates for tax purposes.

Dividends received or income withdrawn from third companies can be offset against losses for tax purposes. This leads to a refund
of the First Category tax that affected the dividends or the income withdrawn. This tax benefit was reduced yearly and it will no
longer be applicable from 2024 onwards.

Foreign Source Income

Non-domiciled or non-resident corporations are only subject to income taxes on their Chilean-sourced income. If the domestic
corporation receives amounts in excess of the book value of an investment when a foreign subsidiary is liquidated, these are
considered as income subject to regular taxes. From 2012 onwards, the income received or accrued from derivatives such as
forwards, futures, swaps and options, by persons or entities without domicile or residence in the country, will not be subject
to income tax, except for those arising from derivatives that are settled by physical delivery of shares or rights in companies
incorporated in Chile.

Incentives

Foreigners may remit their earnings or be paid abroad. Remittances have to be reported to the Central Bank of Chile. Non-
domiciled or non-resident individuals in Chile are subject to an Additional income tax, at a rate of 35%. However, if the nature of
the foreign activities is scientific, cultural or sports-related, the tax rate is only 20% as a sole tax as long as the foreigner’s stay is
insufficient to be considered a resident. This tax is also applicable to engineering or technical jobs and professional or technical
services rendered, in Chile or abroad, by individuals or juridical entities at a 15% rate. This rate will be 20% in the cases pointed
out in the summary showed below.

Royalties

Royalties are deductible expenses:

(a) Provided they are necessary to produce income;

(b) Provided the rate is that normally paid in similar circumstances with respect to their nature;

(c) As aresult of the relationship existing between the parties. In this case, the royalty is deductible when it is paid, credited to
account or placed at the disposal of the beneficiary, and Additional income tax is paid unless the royalty is tax exempt.

Deduction of outbound royalties is limited to 4% of receipts from sales and services effected in the tax year. The 4% limit is

not applied if in the tax year there is no capital, control or administration relationship, whether direct or indirect, between the
taxpayer and the recipient of the royalties. Likewise, the 4% limit is not applied if the royalties are taxed in the recipient’s country
at a rate of at least 30%. In calculating the 4% limit, it is necessary to first compute the royalties not subject to the limit and then
the royalties subject to the limit. Also the effect of double tax treaties entered into by Chile need to be considered.

C. Foreign Tax Relief

e Foreign tax credits are allowed in Chile. A resident taxpayer who is taxed in Chile on dividends or profits received from
enterprises set up abroad which have already been taxed in the source country may be entitled to have the foreign tax levied
on that income credited against his tax liability, with a cap equivalent to 35% of the gross dividends or profits. This credit must
be computed into the tax basis. Foreign taxes paid in excess of the cap, which cannot be used as a tax credit, are allowed as
a deduction from taxable income. The foreign tax is set off against First Category tax at the corresponding tax rate and, in the
case of companies, the balance against the Additional or Complementary taxes when the profits are distributed.

e Expenses incurred in approved training plans for personnel, up to 1% of the yearly payroll, are allowed as a credit against the
First Category income tax.

e Immovable property tax will be creditable against the First Category tax only if paid by the owner or usufructuary of
agricultural land or if they have given the property on lease, usufruct or other forms of temporary assignment to a person
or entity, except when they are relatives or related parties. Construction companies and real estate companies may credit
property tax paid on immovable property built to be sold.

D. Corporate Groups

For tax purposes, consolidation of affiliated companies is not allowed. Losses can only be offset against profits of the same
company ( or against dividends or taxable profits withdrawn from third companies until 2023).
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E. Related Party Transactions

Charges from foreign affiliates or head offices are only allowable for specific items related to the local company or branch. A pro-
rata allocation of the foreign entity’s expenses is not generally acceptable for tax purposes (see under ‘Royalties’ above).

F. Profit Remittances, Withdrawals or Distributions

Broadly speaking, profit remitted, withdrawn or distributed to investors not domiciled or resident in Chile that is taxed with the
Additional Tax, is subject to a withholding tax. Regarding taxpayers subject to the Partially Integrated System, profit remittances
and dividends paid to the shareholders not domiciled or resident in Chile are subject to Additional Tax upon distribution at a rate
of 35%, which has to be withheld. However, if the taxpayer has an accumulated credit originating from amounts subject to the
First Category tax, a credit is granted against the withholding tax, taking into account the First Category tax rate in force in the
year of remittance or withdrawal. It must be kept in mind that in such case 35% of the credit has to be returned by increasing
the amount of the withholding, unless the taxable profit remitted has been generated before 2017, subject to the old tax regime.
However, such restriction is not applicable to investors domiciled or resident in those countries that have concluded a double
tax treaty with Chile (see paragraph “First Category Income Tax Systems” letter b). The same tax procedure is applicable to
remittances of profit to partners or profit withdrawn by individuals not domiciled or resident in Chile.

G. The 42% Alternative

Foreign investors that have a Decree Law 600 contract entered into with the State of Chile and have opted for the 42% rate are
subject to the First Category tax (payable by the branch or subsidiary) at the corresponding rate and an Additional tax at a rate
that completes the 42%, on the same tax base. Thus, the total theoretical tax burden is 42% on pre-tax income instead of the 35%
currently paid under normal taxation. The investor who has opted for the 42% invariable rate can elect at any time to be taxed at
the normal rates. This election is irrevocable. Decree Law 600 has been cancelled with effect from the beginning of 2016, and has
been replaced with a new regulation that does not consider any income tax rules. However, foreign investors were still allowed
during the four years following the entry into force of the law to apply for investment contracts with the State of Chile subject to
Decree Law 600. In any case, the invariable income tax rate would be 44.45%.

H. Payments Abroad

Other payments to a non-resident not domiciled in Chile are subject to an additional withholding tax as follows:

Type of Payment Rate

Royalties 30%

Royalties paid abroad for patents of invention, industrial designs, new vegetal varieties, software and other 15%1
specific cases

Engineering and technical jobs 15%2
Professional and technical services 15%2
Other services paid abroad 35%
Interest to foreign entities 35%
Interest to foreign banks 4%

Interest to foreign related banks, on the part of the loans that exceeds three times the equity (sole tax on 35%

excess indebtedness)

Marine freight (exemptions on the basis of reciprocity) 5%

Insurance premiums to foreign insurers 22%

Reinsurance premiums to foreign insurers 2%

Individuals who carry out scientific, cultural or sports activities in Chile 20%
Notes:

1. The rate is 30% when the creditor or beneficiary of the remuneration is incorporated, domiciled or a resident in a country
considered as a preferential tax regime according to the rules stated in article 41 H of the Income Tax Law.
2. The rate is 20% in the same situation as described in note 1 above.

l. Personal Tax

All individuals, domiciled or resident in Chile are subject to income tax whatever the source of the income. Non-domiciled or
non-resident individuals in Chile are subject to tax on their Chilean-sourced income. An individual is considered resident for tax
purposes when remaining in Chile, uninterruptedly or not, for a period or periods exceeding 183 days in aggregate during any
twelve-month period. During the first three years of residence in the country, foreigners who establish domicile or residence in
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Chile pay income taxes only on their Chilean-sourced income. This term may be extended by the tax authorities for an additional
three years after which they are taxed on their worldwide income. All remuneration for personal services as well as income
derived from other services is included in gross income. All forms of remuneration are included in taxable salary. The only
deduction is for social security contributions.

Items like reimbursement of travel expenses, housing provided for the sole interest of the employer, moving expenses, and
reasonable relocation allowances are considered non-taxable income and are excluded from the tax calculation. Items like cost of
living allowance, area allowance, car allowance, vacation travel, and utilities are taxable.

Capital gains of individuals are treated mostly as any normal income, subject to First Category tax and Complementary Tax.
However, certain capital gains have special treatments as in the case of shares and immovables.

Necessary business expenses incurred on behalf of others are reimbursable and exempt from taxes, provided that they are duly
proved. Professionals can deduct their effective expenses or standard deduction. The only deductible non-business expenses are
social security contributions, on a voluntary basis where maximum amounts are determined in the same way as it is applicable to
employees. Employees must pay a variable percentage for pension plans of around 12% and 7% for health insurance, applicable
to a maximum of up to 84,3 UF (approximately USD 3,370 ), subject to annual adjustment. On a voluntary basis, employees are
allowed to make additional contributions to the pension fund of up to 50 UF (approximately USD 2,000), also deductible from
salaries for tax purposes. Tax computation for individuals varies depending on the type of income.

Basically, the following categories exist:

(1) Professionals — working as independent consultants must compute all their yearly income less the expenses necessary to
produce such income or presumed expenses of up to 30% of the annual gross income with a top limit equivalent to 15 yearly
tax units (approximately USD 12,750). They can also deduct the social security contributions with equal caps applicable to
employees.

(2) Employees — taxable income is the salary minus social security contributions either mandatory or voluntary (see paragraph
above). No other deductions from taxable income are allowed. The tax applicable is the Sole Second Category income tax,
mandatorily withheld by the employer on a monthly basis.

(3) Combined income — income received by individuals such as dividends, profits in partnerships or derived from personal
business is subject to complementary tax. In the case of dividends and profits distributed by a First Category taxpayer, the
individual has a credit originated in the payment of the First Category tax, whether the 35% tax credit should be returned or
not. In the case of employment income, the individual has a credit for the payment of the Sole Second Category income tax.

(4) Professionals and employees domiciled or resident in Chile subject to Sole Second Category tax or Complementary Tax have a
credit equivalent to the foreign tax levied on their foreign-source income. There is a cap of 35% on the gross foreign income.

Employee Remuneration

A deduction is allowed for wages, salaries and remuneration paid for personal services, including bonuses paid in accordance with
the law or a contract. Voluntary participations and profit sharing granted to employees and workers are deductible, provided the
taxes they are subject to have been paid.

A deduction is also allowed in connection with remunerations paid to persons who, due to their controlling position in the
enterprise, are able to influence the setting of their remuneration. The deduction is limited to that part which, in the opinion

of the tax administration, is proportionate to the importance of the enterprise, its reported income, services rendered by the
recipient and capital profitability. Subject to the same conditions, remuneration paid for actual and permanent work to owners

of sole proprietorships, partners of companies, managing partners of partnerships limited by shares and shareholders are also
deductible. Likewise, the remuneration paid to the spouse or civil partner of the owner or to his children who actually work in the
company or business will be accepted as a deductible expense to the extent that it is a reasonably remuneration in terms of the
previous paragraph.

A deduction is allowed for remuneration paid for services rendered abroad, provided that it is substantiated by reliable
documents and provided that, in the opinion of the tax administration, the remuneration is necessary or convenient for the
production of income in Chile.

J. Treaty and Non-Treaty Withholding Tax Rates

Chile has signed a number of double tax treaties referenced to in the table below. Chile has also signed a treaty with the United
States of America although that is not yet effective at the time of publication.

Individuals, Qualifying Interest Royalties

companies companies! (%) (%)
(%) (%)

Non-treaty countries 35% 0/4/35 0/15/30
(Chilean sourced income)
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Treaty countries:

companies
(%)

Individuals, Qualifying

companies!

(%)

Interest
(%)

Royalties
(%)

Argentina 15 104 4/12% 3/10/15%
Australia 15 52 5/107 5/10%
Austria 15 15 58/15% 518/10
Belgium 15 (0 5/15% 5/10%
Brazil 15 10% 15 1530
Canada 15 5 10° 10/15%
China 10 10 432/10 2/10%
Colombia 7 (03 5/15% 10%
Croatia 15 5° 5/15% 5/10%
Czech Republic 15 15 511/153% 5%/10
Denmark 15 Gi GG 5'¢/10
Ecuador 15 582 58/153! 10%2
France 15 15 4/5/10% 12 23°/10
India* 10 10 10 10
Ireland 15 5° 58/153 5'¢/10
Italy 10 5= 4/5/10% 2/5/10%
Japan 0/15 0/58 4/10/15%3 2/10%
Korea (South) 10 Che 511/153% 521/15%
Malaysia 15 5% 15 10
Mexico 10 5° 5/10% 10%
Netherlands* 15 5= 4°°/10 2°2/10
New Zealand 15 15 10/15%° 5/10%
Norway 15 548 5/15% 5/10/15%*
Paraguay 10 10 10/15% 15
Peru 15 10% 15 10/15%
Poland 15 5% 516/153% 518/10
Portugal 15 10% 5/10/15Y 5/10%
Russia 10 5® 15 5/10%
South Africa 15 G 5/15% 10/15%
Spain 10 5% 58/153 58/10
Sweden 10 55 4/5/15% 12 23°/10
Switzerland 15 15 5/15% 5/10%
Thailand 10 10 10/15% 10/15%
United Arab Emirates®? 10 = 4°1/10 233/10
United Kingdom 15 55 58/153 5'/10
Uruguay 15 537 4/15% 10
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Notes:

1. The rate applies to a participation of at least 25% of capital or voting power, unless stated otherwise.

2. Applies to a participation of at least 10% of voting power.

3. Applies to a participation of at least 10% of capital.

4. The treaty rate is 10%, which is reduced to 5% with respect to a participation of at least 25% of voting power (by virtue of a
most favoured nation clause under the Chile-Mexico treaty; Circular 62, 2005 Chilean IRS).

5. Applies to a participation of at least 20% of capital or voting power.

6. A 5% rate applies if the beneficial owner is a company that has owned directly, for the period of six months ending on the date
on which entitlement to the dividends is determined, at least 25% of the voting power in the company paying the dividends
and 0% if the beneficial owner of the dividends is a pension fund, provided that such dividends are not derived from the
carrying on of a business by such pension fund or through an associated enterprise.

7. The lower rate applies to interest derived by financial institutions. The rate of 15% stated in the treaty was reduced to 10%
since 1 January 2019 by virtue of a most favoured nation clause under the Chile-Japan treaty (Circular 27, 2019 Chilean IRS).

8. A 5% rate applies to interest derived from bonds or securities that are regularly and substantially traded on a regulated
securities market. A 4% rate applies to interest derived from loans granted by banks and insurance companies and a sale
on credit paid by the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or
equipment. However if the interests derived from an agreement that implies a back to back credit or similar, the rates will be
5% or 10% as the case may be (by virtue of most favoured nation clauses in the Chile-Japan treaty; Circulars 22 and 50, 2018
Chilean IRS).

9. The treaty rate is 15%, which is reduced to 10% with respect to interest derived from (i) loans granted by banks and insurance
companies (ii) bonds or securities that are regularly and substantially traded on a regulated securities market and (iii) a sale on
credit paid by the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment
(by virtue of a most favoured nation clause under the Chile-Spain treaty; Circular 8 2005 Chilean IRS). By virtue of a most
favoured nation clause under the Chile-Japan treaty, 10% is the only tax rate applicable to interest as from 1 January 2019.
Circular 59 2021 Chilean IRS.

10. A 4% rate applies to interest derived from loans granted by banks and insurance companies, and a sale on credit paid by
the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment and other
cases. A 5% rate applies to interest derived from bonds or securities that are regularly and substantially traded on a regulated
securities market. Interests from back to back credits are subject to 5% or 10% depending on the case. All these percentages
are applicable since 1 January 2017, by virtue of a most favoured nation clause under the Chile-Japan treaty; Circular 27, 2019
Chilean IRS).

11. A 5% rate applies to interest derived from bonds or securities that are regularly and substantially traded on a regulated
securities market. A 4% rate applies to interest derived from loans granted by banks and insurance companies and a sale
on credit paid by the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or
equipment. However if the interests derived from an agreement that implies a back to back credit or similar, the rates will be
5% or 10% as the case may be (by virtue of most favoured nation clauses Chile-Japan treaty; Circular 22, 2018 Chilean IRS).

12.The treaty rate is 15%, which is reduced to 10% since 1 January 2019 (by virtue of a most favoured nation clause under the
Chile-Japan treaty; Circular 27, 2019 Chilean IRS).

13. General rates under the treaty are 5% and 15%, which are reduced to (i) 4% if the beneficial owner of the interest is a bank,
an insurance company, a lending or finance business, an enterprise selling machinery or equipment on credit, or any other
enterprise, provided that in the three taxable years preceding the taxable year in which the interest is paid, the enterprise
derives more than 50 per cent of its liabilities from the issuance of bonds in the financial markets or from taking deposits at
interest, and more than 50 per cent of the assets of the enterprise consist of debt-claims against unrelated persons and to
(ii) 10% for interest paid as part of an arrangement involving back-to-back loans or other arrangement that is economically
equivalent and intended to have a similar effect to an arrangement involving back-to-back loans (by virtue of a most favoured
nation clause under the Chile-Japan treaty). Moreover, under the MFN clause of the Chile-Japan treaty, the aforementioned
15% general rate will be reduced to 10% as from 1 January 2019 onwards.

14.The 15% general rate applies up to 31 December 2018 and 10% applies as from 1 January 2019 onwards. (Circular 27 2019
Chilean IRS). Regarding the application of the 4% and 10%, see footnote 13, (i) and (ii).

15. The general treaty rate is 15%, which is reduced to 5% for interest from loans granted by banks and to 10% for interest from
loans granted by insurance companies, from bonds or securities regularly and substantially traded on a recognized securities
market and for interest related to sales of machinery and equipment on credit (by virtue of most favoured nation clauses;
Circular 62 and 8, 2005 Chilean IRS). As from 1 January 2019 a 5% tax rate applies to interest paid to banks and 10% in the rest
of the cases (by virtue of a most favoured nation clause under the Chile-Japan treaty Circular 59 2021 Chilean IRS).

16. A 5% rate applies to interest derived from bonds or securities that are regularly and substantially traded on a regulated
securities market. A 4% rate applies to interest derived from loans granted by banks and insurance companies and a sale
on credit paid by the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or
equipment. However if the interests derived from an agreement that implies a back to back credit or similar, the rates will
be 5% or 10% as the case may be (by virtue of most favoured nation clauses under the Chile-Japan treaty; Circular 22, 2018
Chilean IRS).

17.The general treaty rate is 15%, which is reduced to 10% for interest from loans granted by banks and insurance companies
and sales on credit of machinery and equipment where the beneficial owner is the seller and to 5% for interest from bonds or
securities regularly and substantially traded on a recognized securities market

18.The 5% rate applies to royalties from the use of, or right to use, any industrial, commercial or scientific equipment, was
reduced to 2% by virtue of a most favoured nation clause (Chile-Japan treaty. Circulars 22 and 50, 2018 Chilean IRS).
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19.The general treaty rate is 15%, which is reduced to 3% for news-related royalties and to 10% for copyright royalties (other than
royalties related to films or tapes), patents, trademarks, know-how, certain lease-related royalties and technical assistance.

20. The general treaty rate is 15%, which is reduced to 10% (by virtue of a most favoured nation clause under the Chile-Spain
treaty; Circular 8, 2005 Chilean IRS).

21.The general treaty rate is 15%, but reduced to a general rate of 10% by virtue of a most favoured nation clause (Chile-Spain
treaty. Circular 62 and 8 2005 Chilean IRS). Treaty rate of 5% applicable to royalties from the use of, or right to use, any
industrial, commercial or scientific equipment was reduced to 2% by virtue of a most favoured nation clause (Chile-Japan
treaty; Circular 22, 2018 Chilean IRS).

22.The general treaty rate is 15%, but reduced to a general rate of 10% by virtue of a most favoured nation clause (Chile-Spain
treaty; Circular 8, 2005 Chilean IRS). 10% also applies to royalties from the use of, or right to use, any industrial, commercial or
scientific equipment.

23.The general treaty rate is 10% while a 5% rate applies to royalties from the use of, or right to use, any industrial, commercial or
scientific equipment. However, the 5% for such royalties is reduced to 2% since 1 January 2017 under the application of a most
favoured nation clause (Chile-Japan treaty; Circular 5, 2020 Chilean IRS).

24.The general treaty rate is 15%, but reduced to a general rate of 10% by virtue of a most favoured nation clause (Chile-Spain
treaty; Circular 62 and 8, 2005 Chilean IRS ).

25.The general treaty rate is 10%, which is reduced to 5% under the application of a most favoured nation clause with respect to
royalties paid for the use of, or the right to use, any industrial, commercial or scientific equipment. However this reduction has
not yet been confirmed by the Chilean IRS.

26.The general treaty rate is 15%, but reduced to a general rate of 10% by virtue of a most favoured nation clause (Chile-New
Zealand treaty). However this reduction has not yet been confirmed by the Chilean IRS.

27.The general treaty rate is 15% while a 10% rate applies to royalties from the use of, or the right to use, any copyright of literary,
artistic or scientific work, or for the use of, or the right to use, industrial, commercial or scientific equipment.

28.The treaty rate is 15%, which is reduced to 12% with respect to interest derived from loans granted by banks and insurance
companies, bonds or securities that are regularly and substantially traded on a regulated securities market and a sale on credit
paid by the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment. Since
1 January 2019 the rate is also reduced to 12% applicable to interests which rate are not stated in other part of the article 11
of the treaty, by virtue of a most favoured nation clause under the Chile-Japan treaty (Circular 27, 2019 Chilean IRS)

29. Technical and consulting services are included in the concept of royalty.

30. The provision of technical services and technical assistance are included in the concept of royalty.

31.The general treaty rate is 15%, which was reduced to 10% as from 1 January 2019 (most favoured nation clause under the
Chile-Japan treaty; Circulars 22 and 50, 2018 Chilean IRS).

32. A 4% rate applies to interest derived from loans granted by banks and insurance companies and a sale on credit paid by the
purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment. However if the
interests derived from an agreement that implies a back to back credit or similar, the rates will be 10%. A 5% rate applies to
interest derived from bonds or securities that are regularly and substantially traded on a regulated securities market (by virtue
of most favoured nation clauses Chile-Japan treaty; Circular 22, 2018 Chilean IRS).

33.The lower rate applies to royalties from the use of, or right to use, any industrial, commercial or scientific equipment.

34.The general treaty rate is 15%, but reduced to a general rate of 10% by virtue of a most favoured nation clause (Chile-Spain
treaty; Circular 62 and 8, 2005 Chilean IRS). 5% applies to royalties from the use of, or right to use, any industrial, commercial
or scientific equipment.

35. A 4% rate applies to interest derived from loans granted by banks and insurance companies, and a sale on credit paid by the
purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment and other cases.
5% applies on interest derived from bonds or securities that are regularly and substantially traded on a regulated securities
market. Interests from back to back credits are subject to 5% or 10% depending on the case. All these percentages are
applicable since 1 January 2017, by virtue of a most favoured nation clause under the Chile-Japan treaty (Circular 27, 2019
Chilean IRS).

36. The general treaty rate is 15%. The 5% tax rate applies to interest derived from loans granted by banks and insurance
companies, bonds or securities that are regularly and substantially traded on a regulated securities market and a sale on credit
paid by the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment (by
virtue of most favoured nation clauses; Circular 8, 2005 Chilean IRS).

37.A 5% rate applies when a company has a participation of at least 25% of capital or voting power. This tax rate is the maximum
applicable to dividends distributed by any Chilean entities set up in Uruguay.

38. A 5% rate applies to interest from sales of machinery and equipment carried on credit.

39. The lower rate applies to royalties from the use of, or right to use, any industrial, commercial or scientific equipment (since 1
January 2017 by virtue of a most favoured nation clause under the Chile-Japan treaty; Circular 27, 2019 Chilean IRS).

40. A 5% rate applies to interest derived from loans granted by banks and insurance companies, bonds or securities that are
regularly and substantially traded on a regulated securities market and a sale on credit paid by the purchaser of machinery or
equipment to a beneficial owner that is the seller of the machinery or equipment.

41. A 4% rate applies to interest derived from loans granted by banks and insurance companies, and a sale on credit paid by
the purchaser of machinery or equipment to a beneficial owner that is the seller of the machinery or equipment. A 5%
rate applies to interest derived from bonds or securities that are regularly and substantially traded on a regulated securities
market and 10% on interests produced in other operations. 4% and 10% rates are applicable since 1 January 2017 and 2019,
respectively, by virtue of a most favoured nation clause under the Chile-Japan treaty (Circular 5, 2020 Chilean IRS).

42. Effective date: 1 January 2023.
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43.The 5% reduced rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the
dividend-paying company, throughout a 365-day period that includes the day of the payment of the dividend (for the purpose
of computing that period, no account shall be taken of changes of ownership that would directly result from a corporate
reorganisation, such as a merger or divisive reorganisation, of the company that holds the shares or that pays the dividend).

44.The 5% reduced rate applies if the beneficial owner is a company that has owned directly, for the period of six months ending
on the date on which entitlement to the dividends is determined, at least 25% of the voting power in the company paying the
dividends.

45.The reduced rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the company
paying the dividends.

46.The 10% reduced rate applies if the beneficial owner is a company which holds directly or indirectly at least 25% of the voting
rights of the company paying the dividends.

47.The reduced rate applies if the beneficial owner is a company which controls directly or indirectly at least 25% of the voting
stock of the company paying the dividends.

48.The reduced rate applies if the beneficial owner is a company that controls directly or indirectly at least 25% of the voting
power in the company paying the dividends.

49.The reduced rate applies if the beneficial owner is a company that controls directly or indirectly at least 25% of the shares with
voting rights in the company paying the dividends.

50. The 4% reduced rate applies if the interest is beneficially owned by either (i) a bank or an insurance company (ii) an enterprise
substantially deriving its gross income from the active and regular conduct of a lending or finance business involving
transactions with unrelated parties, where the enterprise is unrelated to the payer of the interest (iii) an enterprise that sold
machinery or equipment, where the interest is paid in connection with the sale on credit of such machinery or equipment.

51.The 4% reduced rate applies if the interest is beneficially owned by either (i) a bank (ii) an insurance company (iii) an
enterprise substantially deriving its gross income from the active and regular conduct of a lending or finance business
involving transactions with unrelated persons, where the enterprise is unrelated to the payer of the interest (the term “lending
or finance business” includes the business of issuing letters of credit, providing guarantees or providing credit card services)
(iv) an enterprise that sold machinery or equipment, where the interest is paid with respect to indebtedness arising as part of
the sale on credit of such machinery or equipment.

52.The 2% reduced rate applies to royalties received as a consideration for the use of, or the right to use, industrial, commercial
or scientific equipment, but not including ships, aircraft or containers as dealt with in article 8 of the treaty.

Chile has also signed several agreements for the avoidance of double taxation of income from international shipping and/or air
transport. Some of the agreements were concluded by means of an exchange of diplomatic notes. The agreements have been
concluded with the following countries: France (air transport), Germany (air transport and shipping), Panama (air transport),
Singapore (shipping), Switzerland (air transport), the United States (air transport), Uruguay (air transport), United Arab Emirates
(air transport and shipping) and Venezuela (air transport and shipping).

Several agreements on information exchange are in force (Bermuda, Guernsey, Jersey, Uruguay and Multilateral Convention
subscribed by members of the OECD).
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China

Member Firm

City Name Contact Information

Beijing Rachel Zhang +86 10 6591 7200
+86 186 11393933
rachel.zhang@pkftax.com

Beijing Gengchun Yao + 86 10 5280 5600
gengchun.yao@pkf.com
Shanghai Allan Jiang +86 21 6076 0876

+86 13 501818404
allan.jiang@pkfchina.com

Shanghai Richard Yan +86 21 6253 1800
richard@pkfchina.com

Shanghai Wingsee Auyeung +86 21 6253 1800
wingsee@pkfchina.com

Basic Facts

Full name: People’s Republic of China
Capital: Beijing
Main languages: Mandarin Chinese
Population: 1.425 billion (2024 estimate)
Monetary unit: 1 Chines Yuan Renminbi (CNY) = 10 Jiao = 100 fen
Internet domain: .cn
Int. dialling code: +86

Key Tax Points

e Corporate residents of China are taxed on their worldwide income. A foreign tax credit is allowed for income taxes paid in
other countries. This credit is capped at the China income tax payable on the same income calculated under the Enterprise
Income Tax Law.

e The Enterprise Income Tax Law unified the rate for domestic and foreign enterprises at 25% from 1 January 2008. For small
profit making companies, the rate could be reduced to 20%. Since 2010, the government authorities have issued favourite
policies to promote the business of small profit making companies.

e Foreign enterprises with establishments in China deriving the above income which is not effectively connected with that
establishment is also subject to withholding tax. The statutory rate is 20% which is reduced to 10% by the Enterprise Income
Tax Law Implementation Regulations. The 10% withholding tax may be reduced under an applicable treaty.

e Foreign enterprises without establishments in China are subject to Enterprise Income Tax on a withholding basis on the
income of dividends, royalties, interest, rental income, earnings from assignment of assets in China and any other income
derived from inside China.

e Individuals are taxed on the comprehensive income and business income at progressive rates.

e There is no separate tax on capital gains. Capital gains will be considered as general taxable income and thus subject to
Enterprise Income Tax or Individual Income Tax.

e Turnover taxes include VAT on all goods and services and Consumption Tax on consumable or luxury goods.

e Land Value Appreciation Tax applies to transfers of land use rights and immovable properties.

e Stamp duty is levied on a variety of contracts and certain legal documents.

A. Taxes Payable

Enterprise Income Tax (ELT)

All foreign invested enterprises (FIEs) and those foreign enterprises (FEs) having their effective management office in China are
subject to EIT on their worldwide profits. FEs with permanent establishments (PEs) in China are subject to EIT on profits derived
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from and attributed to the PEs. FEs without PEs in China are subject to EIT on China-source income only.

The EIT Law introduced a wider concept of management in determining tax residency. A company is recognised as a Chinese tax
resident if it is incorporated in China or its place of effective control and management office is in China.

All FIEs (i.e. sino-foreign joint ventures and wholly owned foreign enterprises) and foreign enterprises (FEs) with or without
establishments in China are now taxed at the same rate as domestic enterprises. EIT is charged at the rate of 25% on taxable
profits in a calendar year.

In recent years, the government has introduced a series of preferential tax policies to stimulate economic growth, such as a
reduced EIT rate of 15% for High & New Technological Advanced Enterprise (HNTE), qualified technology-advanced service
enterprises, qualified western region enterprises and Hainan Free Trade Port enterprises as well as a lower effective EIT rate for
small-scale enterprises.

The tax year in China is the calendar year (i.e. year ended 31 December).

Branch Profits Tax

When a corporate resident enterprise has branch offices registered in different regions in China, the head office and the branches
are consolidated to calculate EIT payables. If a corporate resident enterprise has overseas branch offices, the losses of overseas
branch offices cannot be deducted from profit made in China, while the profit of overseas branch offices needs to be subject to
EIT in China. If a FE has branches in China, the branches are subject to EIT in China.

Capital Gains Tax

There is no separate capital gains tax. Capital gains are subject to income tax as ordinary income and are combined together with
operating income to calculate income tax.

Value Added Tax (VAT)

VAT is levied on the sales amount in respect of selling, transferring or importing of commodities, selling or transferring of
properties and intangible assets, provision of repairs and processing, as well as rendering services covering research and
development, and technical services; information technology services; cultural creative services; logistic auxiliary services;
certification and consulting services; and tangible movable property leasing services; radio and television services; postage
services, telecommunication services; construction; financing and consumer services et in China.

VAT taxpayers could be classified into two categories: general VAT payers and small-scale VAT payers depending on the annual
sales amount. Generally, a small scale business is broadly defined as one with an annual turnover of less than CNY 5 million.

China has cut the VAT rates since 1 April 2019 as part of a tax reduction package. For a general VAT taxpayer, the standard VAT

rates for goods sales and services are listed below:

e Goods sale/processing/repair and replacement Revenue from provision of labour services: 13% or 9% (for a small category of
goods such as agricultural products);

e Lease of movable tangible assets: 13%;

e Basic telecommunication services: 9%;

e Construction: 9%;

e Postal services: 9%;

e Transportation services: 9%;

e Real estate (leasing and sale of immovable properties): 9%;

e Transfer of land use rights: 9%;

e Consumer lifestyle services: 6%;

¢ Financial services: 6%;

¢ Value-added telecommunication services: 6%;

e Sale of intangibles (except land use rights): 6%;

e Other modern services: 6%.

A VAT credit mechanism is allowed for a general taxpayer where VAT payable equals output VAT less input VAT by means of VAT
special invoices. Input VAT is incurred on the purchase of material, services as well as purchase or construction of fixed assets.

Taxpayers engaged in small-scale business are subject to VAT at a special rate of 3%, but there is no credit for input VAT. Starting
from the pandemic period until the end of 2027, the tax rate for small-scale taxpayers is reduced to 1%, with a monthly tax
allowance of RMB 100,000 or a quarterly tax allowance of RMB 300,000.

Generally, for ordinary VAT taxpayers, export goods are subject to a zero VAT rate and are entitled to a tax refund in relation to
the purchase or manufacture of the exported goods on which VAT has previously been paid. The VAT refund rate depends on the
categories of the goods exported.

Goods exported by small-scale VAT payers shall be exempted from VAT and consumption tax. However, the input tax shall not be
deducted or refunded.

A collection rate of 5% may also be applied to:
e Property leasing or property transfer for the transition period of property industries;
e Labour dispatch services choosing to make balance-based tax payments, which is to deduct the wages and benefits paid to
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despatched persons from the total consideration;
e Security protection services choosing to make balance-based tax payments;
e Human resource outsourcing services which applied the simplified tax calculation method;
e Exploitation of crude oil and natural gas jointly exploited by the Chinese-Foreign cooperative oil (gas) field.

Consumption Tax (CT)

CT is imposed on 15 categories of consumable or luxury goods (e.g. cigarettes, alcohol, petrol and motor vehicles). The tax is
calculated based on the sales value of goods, the sales quantity or a combination of the two. CT rates range from 1% to 56%. Part
collection of this tax has been shifted to the retailer and is levied by the tax authorities of the retailer’s site.

Fringe Benefits Tax

No separate fringe benefits tax is levied in China.

Real Estate Tax (RET)

RET is imposed on owners, users or custodians of houses and buildings. RET is imposed at a flat rate of 12% on annual rental
income of the leased property or at the rate of 1.2% on the purchase cost of self-used property. For self-used property, a discount
of 10% to 30% on the purchase/construction cost is often offered by some local governments in determining the RET. The tax also
applies to FIEs, FEs and foreign individuals. RET is deductible for EIT purposes.

Land Value Appreciation Tax (LVAT)

LVAT applies to domestic enterprises, FIEs, FEs and individuals realising gains from the transfer of land use rights, buildings and
premises and associated structures. LVAT is charged at progressive rates ranging from 30% to 60% depending on the percentage
gain realised from the transfer of land use rights, buildings or associated structures. LVAT could be deducted when computing EIT.

Deed Tax (DT)

DT is imposed on the transferee or assignee to which land use rights or building ownership rights are transferred (sales, exchange
or gifts). The tax rate ranges from 3% to 5% depending on the location of the property. The transferee or the assignee is the
taxpayer.

Stamp Duty (SD)

Stamp Duty is levied on various contracts including purchase and sale contracts, property leasing, loan contracts, documents for
the transfer of property rights, engineering and design contracts, construction and installation, commodity transportation, storage
and property insurance contracts, and registered capital as well as accounting books. Tax rates range from 0.005% to 0.1%.

Enviromnmental Protection Tax

Enterprises, entities, other producers and operators that directly emit taxable pollutants into the environment within the territory
and other sea areas under the jurisdiction of the People’s Republic of China are taxpayers of environmental protection tax. This
Law has become effective as from 1 January 2018.

Social Insurance Contributions

All enterprises are required to contribute to social security insurance (including pension, medical, unemployment, work-related
injury, maternity), and housing funds (in certain cities) every month for their employees including foreign employees in China.

B. Determination of Taxable Profit For Enterprises

The taxable profit of a corporate resident is calculated as ‘taxable gross income less deductible costs, expenses, non-taxable and
tax-exempt items, and losses incurred in a tax year. It is normally calculated in accordance with audited accounts prepared on an
accrual basis subject to tax adjustments by reference to the prevailing tax regulations.

Taxable Gross Income

The taxable gross income of an enterprise refers to the revenues derived from various sources, whether in monetary terms or in-
kind, which shall include:

e Revenue from sales of goods;

e Revenue from provision of labour services;

e Gross proceeds from transfer of property;

e Dividend income from private and listed enterprises and other distributions with respect to equity interests;
e |Interest income;

e Rental income;

e Royalty income;

e Revenue from donations; and

e Otherincome.

Tax-Exempt Income
e Interest income from government bonds;
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e Dividends, bonus and other equity investment income from qualified resident enterprises;
e Income from qualified non-profit organisations;

e Income from China Clean Development Mechanism Fund;

¢ Income distributed to investors of securities investment funds;

e Proceeds or income from acquisition of local government bond interest.

Tax- Reduction Income

¢ Income from production of goods by comprehensive utilisation of resources (10% reduction);

e Agriculture-related interest and premium income obtained by financial and insurance agencies (10% reduction);
e Income from China Railway Construction Bond Interest (50% reduction);

e Income from community-based family service (10% reduction).

Deductible Costs

Depreciation

Fixed assets under the EIT Law mean the non-monetary assets owned and used for over 12 months in production or business
operations. Generally, fixed assets are depreciable on a straight-line basis over their useful lives. Enterprises shall, in terms of the
nature and operating conditions of the fixed assets, reasonably evaluate the new residual value of the fixed assets.

The minimum depreciation periods for various kinds of assets are as follows:

(a) For houses and buildings 20
(b) For airplanes, trains, ships, machinery and other production facilities 10
(c) For apparatus, tools and furniture and fittings in connection with production / business operations 5
(d) For transportation facilities other than airplanes, trains and ships 4
(e) For electronic equipment 3
(f) For production-nature biological assets in the nature of forestry 10
(g) For production-nature biological assets in the nature of livestock 3
(h) For acquired software (subject to approval) 2

The scope of fixed assets to enjoy the accelerated depreciation method got expanded to all manufacturing industries as from 1
January 2019.

With respect to equipment and instruments which are newly purchased from 1 January 2024 to 31 December 2027, and if the
unit price is below CNY 5 million, the entire cost could be deducted on a one-off basis when computing taxable income. If the unit
price of such newly purchased equipment exceeds CNY 5 million, the enterprises may either adopt the straight-line method or an
accelerated depreciation method.

There are two ways the accelerated depreciation method can be used:

e Shorter of depreciation life: A shorter of depreciation life should not be less than 60% of the regular depreciation life of the
asset.

e Accelerated depreciation: An accelerated depreciation method can be a double declining method or a sum of the years’ digit
method.

Amortisation Of Intangible Assets

Intangible assets, including technical know-how, patents and trademarks, can be amortised using the straight-line method over a
period of not less than ten years or the stipulated time limit as set out in the acquisition agreement.

Pre-Operation Expenses

Pre-operation period starts from the date when the enterprise is approved for set up until the enterprise begins operations
(trial operation is included). The deductible pre-operation expenses include salary, office expenses, training expenses, travelling,
printing expenses, registration fees and interest (that would not be capitalised) and foreign exchange gain/loss during the pre-
operation period.

Pre-operation expenses can be deducted on a lump sum basis in the year in which the enterprise commences business operations
or amortised as a long term prepaid expenditure to be amortized within three years.

Research And Development (R&D)

R&D expenses incurred for new and high-end technology, new products or new craftsmanship can benefit from an extra 50%
super-deduction of the actual expenses incurred as a tax incentive. If the R&D expenses are qualified for capitalisation, an
additional 50% super-deduction could be allowed for the amortisation when computing annual EIT settlement.

The extra/additional deduction ratio is increased from 50% to 100% for eligible entities as from 1 January 2023, and will be
implemented as a long-term measure.
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From 1 January 2023 to 31 December 2027, the extra/additional deduction ratio is further raised to 120% for integrated circuit
and industrial machine tool enterprises.

Stock/Inventory

Inventory is to be valued at cost and the acceptable allocation methods include first-in, first-out (FIFO), weighted average, or
specific identification basis. The last-in, first-out (LIFO) basis is not acceptable for tax purposes. The method chosen must be
applied consistently.

Managment Fee & Intercompany Charges

Management fees between enterprises shall not be deductible for EIT purposes. As management fees are generally regarded as
shareholder costs, they cannot be deducted before income tax for China enterprises.

The intercompany charges need to pass the six tests of benefit, necessity, duplication, value creation, remuneration and
authenticity carried out by the tax authorities before China enterprises could remit the charges to the offshore companies.

A Cost Sharing Agreement (CSA) for joint development of intangible assets and sharing of services (generally limited to group
procurement and group marketing synergies) are allowed. Under the CSA, the principle of matching costs with expected benefits
shall be followed. The taxpayer can claim the tax deduction for shared costs provided the CSA could be filed with the local tax
authorities

Losses
Operating losses cannot be carried back but they can be carried forward for up to five years.

From 1 January 2018, high-tech enterprises or technology-oriented small or medium-sized enterprises (SMEs) may carry forward
losses for a maximum period of up to ten years.

Losses incurred in 2020 by certain enterprises (transportation, food catering, accommodation, and tourism, including travel
agency and related services, scenic area management, among others) as a result of the pandemic may be carried forward for a
period of up to eight years, instead of the previous five years.

Tax Incentives

In general, enterprises engaged in encouraged projects may apply for certain tax incentives as follows.

High & New Technologically Advanced Enterprises (HNTE)

If the enterprise is qualified as an HNTE, it can enjoy a reduced EIT rate of 15%. An enterprise has to fulfil a set of prescribed
criteria and be subject to annual assessment in order to be qualified as an HNTE.

On 29 June 2016, the Ministry of Science and Technology, Ministry of Finance and State of Administration of Taxation jointly
released an announcement regarding the guidance for HNTE recognition to replace the previous regulations. The government
authorities will exert a much more severe administration on HNTE enterprises.

Western Region Development Policy

From 1 January 2021 to 31 December 2030, enterprises (i) that are based in the western region; (ii) whose primary business is
listed in one of the industry items provided in the Catalogue of Encouraged Industries in Western Regions; and (3) the annual
primary business revenue of which accounts for more than 60% of the total enterprise revenue, may pay EIT at the reduced tax
rate of 15% subject to their application to the competent tax authority and upon the examination and confirmation by the said
authority.

Specified Basic Infrastructure

When enterprises are engaged in basic infrastructure such as harbours, wharfs, airports, railways, highways, city public
transportation, electric power and water resources utilisation projects, such income generated can enjoy a ‘3+3 years’ tax holiday
which means, starting from the first income generating year, three years of exemption from EIT followed by three years of 50%
reduction of applicable EIT.

Environment Protection Projects

When enterprises are engaged in environmental protection projects and energy/water conservation projects such as public
sewage treatment, public refuse treatment, comprehensive development and utilisation of methane, technologies alteration for
energy-saving and emission reduction and seawater desalination projects, such income generated can also enjoy a ‘3+3 years’ tax
holiday.

This means, starting from the first income generating year, three years of exemption from EIT followed by three years of 50%
reduction of applicable EIT.

Qualified Technology-Advanced Service Enterprises

Since 1 January 2018, qualified technology-advanced service enterprises would qualify for a reduced EIT rate of 15%.
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Integrated Circuit Design and Software Enterprises

From 1 January 2020, a series of preferential tax policies for qualified integrated circuit design enterprises or software enterprises
came into force The preferential policy grants several years of tax holidays as well as a tax deduction based on the line width of
the integrated circuits. For integrated circuits with a line width of less than 28 nanometres, they could be granted a 10-year tax
exemption. For integrated circuits with a line width of less than 130 nanometres, they could be granted a 10-year tax loss carry-
forward.

Hainan Free Trade Port Policies

From 1 January 2020 to 31 December 2024, enterprises in encouraged industries registered in the Hainan Free Trade Port with
substantive operations are entitled to EIT at a reduced tax rate of 15%. Enterprises in encouraged industries are referred to as
enterprises whose principal activities are industrial projects stipulated in the list of encouraged industries in the Hainan Free Trade
Port, and whose income from their principal activities constitutes 60% or more of their total income.

Income derived by enterprises in the tourism industry, modern service industry and high-tech industry established in the

Hainan Free Trade Port from newly increased overseas direct investment are exempted from EIT subject to certain conditions:

(i) operating profit obtained from the newly established overseas branches; or dividend income corresponding to the newly
increased overseas direct investment obtained from the overseas subsidiaries in which more than 20% (inclusive) of the equity is
held; (ii) the statutory EIT rate of the invested country (region) shall not be less than 5%.

Based on the Overall Plan for the Construction of the Hainan Free Trade Port, the reduced EIT rate of 15% would be applied to all
Hainan enterprises except for those that qualify for the industrial negative list from 1 January 2025 to 31 December 2034.

Shenzhen Section of Shenzhen-Hong Kong Science and Technology Innovation Cooperation Zone Policies

In August 2023 the Chinese State Council has released the Development Plan for the Shenzhen Section of the Shenzhen-Hong
Kong Science and Technology Innovation Cooperation Zone (the “Plan”). The Plan envisions that, by 2025, a highly efficient
mechanism for Shenzhen-Hong Kong sci-tech innovation cooperation will be basically established, and active results will be
yielded from Shenzhen-Hong Kong sci-tech innovation cooperation. By 2035, a comprehensive pattern featuring collaborative
innovation with Hong Kong will be shaped, the internationalization of sci-tech innovation will reach the world’s top level, cross-
border flow of innovation elements will be realized in a freely and orderly way, a batch of world-class innovation carriers and top
notch R&D centres under sci-tech enterprises will be cultivated, and world-class sci-tech hub will be formed to provide strong
support for building the Guangzhou-Shenzhen-Hong Kong Science and Technology Innovation Corridor under the International
Sci-tech Innovation Hub of the Guangdong-Hong Kong-Macao Greater Bay.

From 1 January 2023 to 31 December 2027, enterprises in incentivised industries registered in the designated enclosed area of
the Shenzhen Section of Shenzhen-Hong Kong Science and Technology Innovation Cooperation Zone with substantive operations
are entitled to EIT at a reduced tax rate of 15%. Enterprises in incentivised industries are referred to as enterprises whose
principal activities are industrial projects stipulated in the list of EIT Preferential Policies in the Shenzhen Section of Shenzhen-
Hong Kong Science and Technology Innovation Cooperation Zone, and whose income from their principal activities constitutes
60% or more of their total income.

Small-Scale Enterprise

EIT rate shall be reduced to 20% for small-scale enterprises if they meet the following criteria:
¢ The annual taxable income does not exceed CNY 3,000,000;

e The number of staff does not exceed 300; and

e The total assets do not exceed CNY 50 million.

From 1 January 2023 to 31 December 2027, small enterprises may enjoy a 75% deduction on calculating the taxable income (i.e.,
an effective EIT rate of 5%).

C. Foreign Tax Relief

Corporate residents can claim tax credits for corporate income taxes paid by them or their branches in other countries in respect
of income derived from sources outside China based either on a country-basket principle or on a comprehensive basis that
income from all countries and of all types are considered together to calculate the tax credit starting from January 1, 2017. Once
the credit basis is selected, it shall not be changed within 5 years. However, the amount of tax credit is restricted to the Chinese
tax payable on the foreign income as calculated according to the EIT law.

D. Corporate Groups

There are no group relief tax consolidation provisions in Chinese tax law.

E. Related Party Transactions

All companies should conduct business with their associated companies on an arm’s length basis. The Chinese tax authorities are
empowered to disregard, vary or make any necessary adjustments to the arrangements that are carried out for tax avoidance
purposes.
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Transfer Pricing

The New Law imposes transfer pricing documentation requirements. Specific information must be submitted to the Tax
Authorities together with the enterprise’s annual income tax returns or subsequently in the course of a transfer pricing audit.
Interest will be payable in respect of any late tax payments arising from a transfer pricing adjustment.

China adopts stringent requirements on the related party transactions disclosure and taxpayers have to disclose related party
transactions in Related Party Transaction Forms. The acceptable transfer pricing methods are comparable uncontrolled price
(CUP); resale price method (RPM); cost-plus method (CPM); transactional net margin method (TNMM); profits split method
(PSM); and other methods that are consistent with the arm’s length principle approved by the in charge tax authorities.

In June 2016, the China tax authorities issued new transfer pricing compliance requirements whereby transfer pricing
documentation has adopted a three-tiered structure, i.e. Master File, Local File and Special Issue File. The Local File and Special
Issue File should be completed within 6 months after the end of the fiscal year; the Master File should be completed within 12
months after the end of the same fiscal year of the group’s ultimate holding company. Taxpayers should submit the transfer
pricing report within 30 days upon the tax authorities’ request.

If the company meets either of the following criteria, it shall prepare a Master File:
e Have cross-border related party transactions, and belong to a group which has prepared the master file, or
e The total annual related party transactions exceed CNY 1 billion.

For the Local File, the thresholds for preparing a local file depend on the types of related party transactions, which are listed

below:

e CNY 200 million for tangible assets transfer (in the case of tolling manufacturing, the total amount in the annual customs
record including raw material should be taken into account);

e CNY 100 million for financial assets transfer;

e CNY 100 million for intangible assets transfer; and

e CNY 40 million for other related party transactions in total.

The special issue file is required for taxpayers who are engaged in cost sharing agreements or fall in the thin capitalization
threshold.

The new transfer pricing compliance regulations also require the submission of a Country-by-Country (CbC) report if a Chinese
resident company is the ultimate holding company of the group and the consolidated revenue is over CNY 5.5 billion or it is
nominated as the reporting entity by the group.

Chinese companies that only have domestic related party transactions do not need to prepare a master file, local file and special
issue file.

Single function enterprises, which are making losses, are also required to prepare the contemporaneous documentation
regardless of the transaction amount threshold.

When an enterprise is audited for transfer pricing issues, the enterprise will be followed up by the tax authorities for five years
and during the follow-up period enterprises are also required to prepare the contemporaneous documentation.

Advance Pricing Agreement (Apa)

An Advance Pricing Agreement (APA) is available in China. The State Administration of Taxation encourages taxpayers to use an
APA to ascertain the transfer pricing position and reduce the tax compliance burden.

From 1 September 2021, the procedures for unilateral APAs have been further simplified, thus improving the efficiency of APA
negotiations and signing by simplifying the phases of the application and specifying time limits, where decisions on whether
or not to accept the APA application must be made within 90 days and negotiations and signing must be completed within six
months.

Thin Capitalisation

In China, for non-financial enterprises, when the ratio of loans received from related parties to equity investments exceeds a
prescribed ratio (2:1) (or 5:1 for financial institutions), the portion of interest expense related to the debt exceeding the ratio shall
not be deductible when computing the taxable income in accordance with the thin capitalization rule under the EIT law. However,
enterprises could provide supporting documents to demonstrate that the financing is set at arm’s length in order to claim the EIT
deduction upon the agreement of the tax authorities.

General Anti-Avoidance

China requires a bona fide business purpose for any commercial arrangement that could result in reducing, deferring or avoiding
taxable revenue or taxable income. When the absence of reasonable purposes is sustained, the tax authorities are authorized to
disregard the arrangement and impose EIT. China is currently more focused on cross-border anti-avoidance.

Controlled Foreign Coporation

Foreign controlled corporation (CFC) is defined as a non-Chinese company controlled by China tax residents (both companies and

PKF Worldwide Tax Guide 2024/25 215



individuals, each of which must hold 10% or more of the voting shares and jointly own 50% or more of the shares) through direct
or indirect share ownership.

CFC rules were introduced such that undistributed profits derived by CFCs located in low-tax jurisdictions with an effective
corporate income tax rate of less than 12.5% may be taxed in China as a deemed distribution to the parent company in China.

Base Erosion and Profit Shifting (BEPS)

BEPS refers to tax planning strategies that exploit the gaps and mismatches in tax rules to artificially shift profits to low or no-tax
locations where there is little or no economic activity, resulting in little or no overall corporate tax being paid. The OECD and G20
countries worked together on an equal footing to tackle BEPS issues. The BEPS initiative aims to enhance the integrity and fairness
of the international tax system by aligning jurisdictional tax rights with the location where value is created and business activities
are actually incurred.

The new transfer pricing compliance requirements discussed in the Transfer Pricing Section are one of the most important
developments of China’s commitment to the BEPS action plans.

The Chinese government deposited its instrument of ratification for the Convention (‘the Multilateral Convention to Implement
Tax Treaty-related Measures to Prevent Base Erosion and Profit Shifting’) with the Secretary-General of the OECD on 25 May 2022.
Pursuant to Paragraph 2 of Article 34 (Entry into Force) of the Convention, the Convention has been entered into force in China on
1 September 2022.

F. Withholding Taxes

Foreign enterprises without establishments in China are subject to Enterprise Income Tax on a withholding basis on the income
of dividends, royalties, interest, rental income, earnings from assignment of assets in China and any other income derived from
inside China. Foreign enterprises with establishments in China deriving the above income which is not effectively connected
with that establishment is also subject to withholding tax. The statutory rate is 20% which is reduced to 10% by the EIT Law
Implementation Regulations. The 10% withholding tax may be reduced under an applicable treaty.

When foreign enterprises obtain active income in China, the revenue is subject to turnover taxes, and EIT will be levied on the
active income if the foreign enterprises have or are deemed to have a permanent establishment (“PE”) in China. The domestic
payers are the withholding agents to retain such turnover taxes and EIT from the total payments to foreign enterprises.

G. Exchange Control

Foreign currency transactions are controlled by the State Administration of Foreign Exchange Control and its branch offices.
Financial institutions cannot engage in foreign exchange business without prior approval.

H. Personal Tax (Individual Income Tax)

China is enforcing new individual income tax (lIT) laws effective from 1 January 2019 onwards.

According to the new IIT law, a tax resident is determined as follows:

(1) A person who has a domicile in China; or

(2) A person who does not have a domicile in China but has resided in China for more than 183 days in a calendar year.

A tax resident is subject to IIT on his/her worldwide income. A non-China-domiciled individual would generally be exempt from
China IIT on foreign-source income that is not paid by a China domestic entity or resident individual, unless the non-China-
domiciled individual has stayed in China for more than 183 days in each calendar year for six consecutive years in China.

Under the IIT Law, the following nine categories of income are subject to IIT in China:

Comprehensive Income e Wages and salaries

e Income from labour service
e Remunerations to authors
e Royalties

Income from Business Operation e Income of individual industrial and commercial operators
from production or business operation

Other Income e Interests and dividends

e Income from leasing of property
e Income from transfer of property
e Contingency income

(1) Comprehensive Income

Effective from 1 January 2019, the first four categories including salary, personal labour service income, royalty income and
author’s remuneration are combined into one comprehensive income base to be taxed together at the level of resident
individuals. However, it will still be taxed on a separate basis for non-resident individuals.

Comprehensive Income shall be taxable at the following rates:
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Annual Taxable Income (CNY) Tax Rate(%)

0- 36,000 3
36,001 — 144,000 10
144,001 - 300,000 20
300,001 — 420,000 25
420,001 - 660,000 30
660,001 — 960,000 35
960,001 or above 45

For comprehensive income, a yearly deduction of CNY 60,000 is allowed (CNY 5,000 per month). Apart from that, the following
items are introduced to be deducted from comprehensive income.

e Dependent children’s education expenditure;

e Serious illness medical expenditure;

e Continuous education expenditure;

e Rental or housing mortgage interest;

e Dependent parents;

e Public welfare donations.

From 1 January 2019 to 31 December 2027, non-resident individuals working in China could enjoy certain deduction items
including rental, meal subsidy, children’s education, home leave trip transportation expense, laundry etc.

Where there is a withholding agent, the withholding agent shall withhold and prepay tax on a monthly basis or based on each
income item. Where there is no withholding agent for the taxable income, the taxpayer shall file tax returns within the first 15
days of the following month after obtaining the income, and pay tax.

Annual filing for the comprehensive income is required the next year from 1 March to 30 June.
Non-resident individuals are not subject to annual filing for comprehensive income.

From 1 January 2019 to 31 December 2027, for the comprehensive income obtained by individual residents, if the annual
comprehensive income is less than CNY 120,000 or the supplementary tax payment is less than CNY400, such individual resident
is exempt from annual filing.

(2) Income from Business Operation

Net income derived from production and business operations by individuals (i.e. annual gross income less business costs,
expenses and losses) shall be taxable at the following rates:

Annual Taxable Income (CNY) Tax Rate(%)
0-30,000 5
30,001 — 90,000 10
90,001 — 300,000 20
300,001 - 500,000 30
500,001 or above 35

Taxpayers obtaining income from business operation shall compute individual income tax on a yearly basis, file tax returns within
15 days after the end of each month or quarter, make prepayment of tax, and complete the annual filing before 31 March of the
following year.

(3) Other Income

Income derived from interest, dividends and bonuses, or contingency income and other income is taxed at a flat rate of 20%.

Tax Incentives

From 1 January 2020 to 31 December 2024, personnel with high-end and urgently-needed skills that work in the Hainan Free
Trade Port qualify for a partial [IT exemption when their individual income tax burden exceeds 15% of comprehensive income
(including salary, royalties, labour service and author’s remuneration) and Hainan-sourced business income. Taxpayers may enjoy
this tax incentive when performing their individual income tax annual filing in Hainan Province.

Based on the Overall Plan for the Construction of the Hainan Free Trade Port, Hainan Free Trade Port would offer more IIT
incentives to qualified individuals and the applicable IIT brackets on comprehensive income and business income would be 3%,
10% and 15% from years 2025 to 2034.

From 1 January 2019 to 31 December 2027, Guangdong Province and Shenzhen offer subsidies to overseas high-level talent and
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urgently-needed talent working in the Greater Bay Area (including Guangzhou, Shenzhen, Zhuhai, Foshan, Huizhou, Dongguan,
Zhongshan, Jiangmen and Zhaoqing), according to the difference between the amounts of individual income tax levied by the
Mainland and by Hong Kong, and such subsidies are exempt from individual income tax.

From 1 January 2023 to 31 December 2027, Hong Kong residents that work in the Shenzhen Section of Shenzhen-Hong Kong
Science and Technology Innovation Cooperation Zone qualify for a partial lIT exemption when their individual income tax burden
exceeds the amount of individual income tax levied by Hong Kong on comprehensive income (including salary, royalties, labour
service and author’s remuneration) and business income as well as talent subsidies. Taxpayers may enjoy this tax incentive when
performing their individual income tax annual filing in Shenzhen Section.

Anti-Tax Avoidance Clauses For Individuals

The new IIT law also introduced anti-tax avoidance clauses for the first time. The tax authorities may perform tax adjustments and
collect additional tax plus interest thereon pursuant to the law under any of the following circumstances:
¢ Related Party Transactions
If a transaction between an individual and his/her related party does not comply with the arm’s length principle, and the tax
payable amount of the individual or his/her related party is reduced as a result, when there are no justifiable reasons.
e CFCRules
An enterprise established in a country (region) with significantly lower tax burden which is controlled by a resident individual
or jointly controlled by a resident individual and a resident enterprise, does not distribute or reduces distribution of profits
which are attributable to the resident individual, when there are no reasonable business purposes.
e Others
An individual makes other arrangements without reasonable business purposes and obtains improper tax gains.

I. Treaty Withholding Tax Rates

The Mainland China Government has signed tax treaties with more than 100 countries. The following table summarises the
withholding tax rates applicable to dividends, interest and royalties as provided by the double taxation agreements concluded by
Mainland China government with some major countries and regions.

Dividends? Interest? Royalties Royalties®
(%) (%) (general) (%)
(%)

Non-treaty countries: 10 10 10 10
Treaty countries:
Albania 10 0/10 10 10
Algeria 5/10 0/7 10 --
Angola 0/5/8 0/8 8 --
Argentina® 10/15 0/12 3/5/7/10 10
Armenia 5/10 0/10 10 10
Australia 15 10 10 10
Austria 7/10 0/7/10 10 6
Azerbaijan 10 0/10 10 10
Bahrain 10 0/10 10 10
Bangladesh 10 0/10 10 10
Barbados 5/10 0/10 10 10
Belarus 10 0/10 10 10
Belgium 5/10 0/10 7 7
Botswana 5 0/7.5 5 5
Brazil 15 0/15 15/25 15
Brunei 5 0/10 10 10
Bulgaria 10 0/10 7/10 7
Cambodia 10 0/10 10 --
Canada 10/15 0/10 10 10
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Dividends? Interest? Royalties Royalties®
(%) (%) (general) (%)
(%)
Chile 10 4/10 2/10 2
Congo (Republic of) 0/5/10 0/10 5 -
Croatia 5 0/10 10 10
Cuba 5/10 0/7.5 5 5
Cyprus 10 10 10 10
Czech Republic 5/10 0/7.5 10 10
Denmark 5/10 0/10 10 7
Ecuador 5 0/10 10 10
Egypt 8 0/10 8 8
Estonia 5/10 0/10 10 10
Ethiopia 5 0/7 5 5
Finland 5/10 0/10 10 10
France 5/10 0/10 10 10
Gabon?® 5 0/10 5/7.5 -
Georgia 0/5/10 0/10 5 --
Germany 5/10/15 0/10 10 6
Greece 5/10 0/10 10 10
Hong Kong® 5/10 0/7 5/7 7
Hungary 10 0/10 10 10
Iceland 5/15 0/10 10 7
India 10 0/10 10 10
Indonesia 10 0/10 10 10
Iran 10 0/10 10 10
Ireland 5/10 0/10 10 6
Israel 10 7/10 10 7
Italy 10 0/10 10 7
Italy’ 5/10 0/8/10 10 5
Jamaica 5 0/7.5 10 10
Japan 10 0/10 10 10
Kazakhstan 10 0/10 10 10
Kenya® 5 10 10 -
Korea 5/10 0/10 10 10
Kuwait 0/5 0/5 10 10
Kyrgyzstan 10 0/10 10 10
Laos 5 0/5/10 5/10 5/10
Latvia 5/10 0/10 7 7
Lithuania 5/10 0/10 10 10
Luxembourg 5/10 0/10 10 6
Macau 5/10 0/7 5/7 7
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Dividends? Interest? Royalties Royalties®
(%) (%) (general) (%)
(%)

Malaysia 10 0/10 10/15 10
Malta 5/10 0/10 10 7
Mauritius 5 0/10 10 10
Mexico 5 0/10 10 10
Moldova 5/10 0/10 10 10
Mongolia 5 0/10 10 10
Morocco 10 0/10 10 10
Nepal 10 0/10 15 15
Netherlands 5/10 0/10 10 6
New Zealand 0/5/15 0/10 10 10
Nigeria 7.5 7.5 7.5 7.5
North Macedonia 5 0/10 10 10
Norway 15 0/10 10 10
Oman 5 0/10 10 10
Pakistan 10 0/10 12.5 12.5
Papua New Guinea 10/15 0/10 10 10
Philippines 10/15 0/10 10/15 10
Poland 10 0/10 10 7
Portugal 10 0/10 10 10
Qatar 10 0/10 10 10
Romania 0/3 3 3 3
Russia 5/10 5 6 6
Rwanda 7.5 0/8 10 --
Saudi Arabia 5 0/10 10 10
Serbia 5 0/10 10 10
Seychelles 5 0/10 10 10
Singapore 5/10 0/7/10 10 6
Slovakia 10 0/10 10 10
Slovenia 5 10 10 10
South Africa 5 0/10 10 7
Spain 0/5/10 0/10 10 --
Sri Lanka 10 0/10 10 10
Sudan 5 0/10 0/10 10
Sweden 5/10 0/10 10 7
Switzerland 5/10 0/10 9 9
Syria 5/10 0/10 10 10
Taiwan® 5/10 0/7 7 --
Tajikistan 5/10 0/8 8 --
Thailand 15/20 0/10 15 15
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Dividends? Interest? Royalties Royalties®

(%) (%) (general) (%)
(%)
Trinidad and Tobago 5/10 0/10 10 10
Tunisia 8 0/10 10 5
Turkey 10 0/10 10 10
Turkmenistan 5/10 0/10 10 --
Uganda® 7.5 0/10 10 10
Ukraine 5/10 0/10 10 10
United Arab Emirates 0/7 0/7 10 10
United Kingdom 5/10/15 0/10 10 6
United States of America 10 0/10 10 7
Uzbekistan 10 0/10 10 10
Venezuela 5/10 0/5/10 10 10
Vietnam 10 0/10 10 10
Zambia 5 0/10 10 5
Zimbabwe 2.5/7.5 0/7.5 0/7.5 --
NOTES:

1. Dividends received by non-resident shareholders holding at least 25% of the shares in FIEs were eligible for a reduced
withholding tax rate in China based on the percentage of equity holding. This exemption was repealed under the New Law.
The withholding tax rate for dividends under the New Law is 10%, effective from 1 January 2008. However, distribution of pre-
2008 profits can still enjoy withholding tax exemption even if the dividend is declared and distributed after 1 January 2008.

2. Exemption of interest from withholding tax generally applies in the following situations:

a. Interest on loans made by international financial organisations at a preferential rate to the Chinese government or resident
enterprises; or

b. Interest on loans made by foreign governments to Chinese government. A lower withholding tax rate may apply to interest
paid by an enterprise in China to a foreign enterprise without establishments in China.

3. The rates of withholding tax on royalties for the use of industrial, commercial or scientific equipment is 10% and the taxable
income is generally taken to be 60% or 70% of the remittance depending on the location of the enterprises. Accordingly, the
effective withholding tax rate is 6% or 7% as shown above.

4. A double taxation agreement between Argentina and the People’s Republic of China was signed on 2 December 2018 but is
not yet in force until both jurisdictions have completed their legislative procedures.

5. A double taxation agreement between Gabon and the People’s Republic of China was signed on 1 September 2018 but is not
yet in force until both jurisdictions have completed their legislative procedures.

6. A new amendment to the double taxation agreement between Hong Kong or Macau and Mainland China to specify for the tax
levying on the royalty income arising from airplane and ship leasing shall be less than 5%.

7. A new double taxation agreement between Italy and the People’s Republic of China was signed on 23 March 2019 but is not
yet in force until both jurisdictions have completed their legislative procedures.

8. Adouble taxation agreement between Kenya and the People’s Republic of China was signed on 21 September 2017 but is not
yet in force until both jurisdictions have completed their legislative procedures.

9. Adouble taxation agreement between Taiwan and Mainland China was signed on 25 August 2015 but is not yet in force until
both jurisdictions have completed their legislative procedures.

10. A double taxation agreement between Uganda and the People’s Republic of China was signed on 11 January 2012 but is not
yet in force until both jurisdictions have completed their legislative procedures.

From 1 January 2020, non-resident taxpayers shall judge by themselves whether or not meet the requirements for entitlement
to treaty benefits, and obtain such entitlement themselves. At the same time, they shall collect and retain relevant support
documents for future reference, and accept the follow-up administration from Chinese tax authorities. The support documents
may include:

a) Tax resident status certificate issued by the competent tax authority;
b) Contracts, agreements, resolutions of the board of directors or shareholders’ meeting, payment vouchers, etc;
c) Relevant information proving the status of “beneficial owner”; and

d) Other information which can prove that the non-resident taxpayer meets the requirements for entitlement to treaty benefits.
— On 27 August 2013, China signed the Convention on Mutual Administrative Assistance in Tax Matters (Convention).
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The Convention can be described as a multilateral agreement designed to promote international cooperation regarding
tax laws. The Convention includes provisions aimed at preserving the rights of taxpayers in relation to the exchange of
information between countries.

— On 16 December 2015, China signed the Multilateral Competent Authority Agreement on Automatic Exchange of Financial
Account Information.

— On 7 June 2017, China signed the Multilateral Convention to Implement Tax Treaty Related Measures to Prevent Base
Erosion and Profit Shifting.
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Colombia

Member Firm

Basic Facts

City Name Contact Information

Santiago de Cali Héctor Henry Cabrera Rayo +57 3104 294 621

gerentesocio@pkfcabrera.com

Santiago de Cali Raul Fernando Hoyos Calderdn +57 3147 725 230

rhoyos@pkfcabrera.com

Santiago de Cali Francisco Antonio Rodriguez +57 320 632 0395

frodriguez@pkfcabrera.com

Full name: Republic of Colombia
Capital: Bogota
Main languages: Spanish, indigenous
Population: 52.44 million (2023 estimate)
Monetary unit: Colombian Peso (COP)
Internet domain: .co
Int. dialling code: +57

Key Tax Points

TAX REFORM. Law 2277 of 2022 introduced modifications in terms of income taxes, occasional gains, and inheritances. It also
incorporates new taxes such as single-use plastics and green taxes.

FISCAL YEAR. As a general rule, the fiscal year in Colombia begins on 1st January and ends on 31st December. There are
exceptions to this rule, as in the case of entities created during the calendar year, estates of deceased persons liquidated,
natural persons born during the calendar year, and entities liquidated during the calendar year.

UVT TAX VALUE UNIT. For purposes of quantifying items whose amount is subject to annual variation, the UVT Tax Value Unit is
in place. The below table contains the applicable values according to the fiscal year.

Domestic companies, branches of foreign companies and permanent establishments of non-resident entities are subject

to income tax applying a nominal rate of 35% as from 2022. Domestic companies, and in general tax residents in Colombia,
are taxed on their worldwide income, while companies that do not qualify as nationals and non-tax residents are taxed on
Colombian-source income only. Reduced rates of 0% 9%, 15% and 20% are also in place.

Value In Colombian Pesos (Change Unit)

2020 $35,607
2021 $36,308
2022 $38,004
2023 $42,412
2024 $47,065

As from 1 January 2023, the capital gains tax rate is 15%. For previous years it was 10%.

The taxable gain derived from the disposal of fixed assets owned for more than 2 years is the difference between the tax base
(generally acquisition cost plus allowable value increases, minus depreciation or other allowable reductions in value) and the
fair market value.

Gains from the transfer of fixed assets owned for less than 2 years are treated as ordinary taxable income.

Value Added Tax (VAT). A general rate of 19% is in place while certain goods and services are subject to a 5% rate. The event
generating the tax is the sale of goods in Colombia that are not fixed assets for the seller, the provision of services in Colombia,
the provision of services from abroad that are consumed in Colombia, the sale or assignment of rights over intangibles solely
associated with industrial property, the importation of goods and the circulation, sale or operation of games of fortune and
chance with the exception of lotteries and games of fortune and chance operated exclusively over the Internet.

Lists of goods and/or services excluded and exempt from VAT are in place; The difference lies in the fact that in the former
case the VAT incurred is not deductible/recoverable, while in the latter case it is and if credit balances are generated, they can

PKF Worldwide Tax Guide 2024/25 223



be refunded and/or compensated.
e A number of ‘free trade zones’ and ‘special import and export systems’ exist that allow duty-free entry of capital goods and
materials to be used in the production of goods for export.

A. Taxes Payable

The following are the main taxes that apply in Colombia.

Corporate Income Tax

The standard corporate income tax rate as from 2022 is 35% for resident companies, foreign companies and permanent
establishments in Colombia of foreign entities that are obliged to submit an income tax return.

A surtax applies in the following cases:

e for financial institutions from 2023 to 2027: 5% (total tax rate 40%). This surtax is only applicable to institutions whose taxable
income is equal to or exceeds 120,000 UVTs. This surtax is subject to an advance payment of 100% of the tax;

e asfrom 1January 2023, Law 2277 of 2022 introduced a surtax for companies that carry out one of the following activities
whose taxable income in the taxable year exceeds 50,000 UVTs:
— coal and lignite coal extraction: 5% to 10% surtax that depends on the average price of the product; and
— crude oil extraction: 5% to 15% surtax that depends on the average price of the product.

e asfrom 1January 2023, Law 2277 of 2022 provides a 3% surtax applicable from 2023 to 2027 for hydroelectric power
companies when their taxable income exceeds 30,000 UVTs. This surtax does not apply to small generators that produce less
than 1000 kilowatts.

Reduced corporate income tax rates are also in place:

* a9% income tax rate for industrial and commercial entities owned more than 90% by public entities, whose business is the
exploitation of the monopoly of lotteries and raffles or alcoholic beverages;

e a15% income tax rate for a 10-year period for hotel services in new hotel projects and services provided by ecotourism
and agritourism parks, and in remodelled hotels, ecotourism and agrotourism parks when the value of the project is more
than 50% of its previous value. According to Ruling 1286 of 2023 of the tax authority, Colombian companies, permanent
establishments of foreign companies and foreign companies that are parties to joint venture agreements to provide hotel
services, theme parks ecotourism and/or agritourism services, are entitled to apply the reduced 15% income tax rate;

e 15% income tax rate for editorial companies incorporated in Colombia whose principal activity and company purpose is the
edition of books as defined in Law 98 of 1993;

e Free Trade Zones (FTZs) are subject to a 20% income tax rate as from tax year 2017. Effective from 1 January 2024, this rate
applies only to the income obtained by industrial users or from the exportation of goods and services. Other income is subject
to the general income tax rate. Commercial users of FTZs are subject to the general income tax rate. Income from listed
activities (e.g., fuel refining derived from petroleum or refining of industrial biofuels) would be subject to the 20% rate;

e Law 1955 of 2019 introduced a tax regime for Special Economic and Social Zones (zona econémica y social especial, ZESE).
Companies newly incorporated in the ZESE and existing companies located therein may apply a 0% tax rate during the first 5
years of activities and 50% of the general income tax rate during the following 5 years.

Minimum tax

The 2022 tax reform included a minimum corporate income tax rate that applies as from 1 January 2023 to resident companies,
which are subject to a minimum 15% income tax rate. If the assessed tax for the taxpayer is less than the minimum tax, the
difference has to be included in the tax return in order to pay the minimum tax rate. The calculation of the minimum tax is
assessed by dividing the assessed tax by a ‘refined’ accounting profit. The law determines different items that have to be added
and deducted in order to determine the refined accounting profit.

Audit Benefit

As a general rule, the term during which the DIAN (Tax Authority in national tax matters) has to review tax returns is 3 years,
however, in some cases this period can be 5 years, as in the case of taxpayers that generate or offset tax losses. In the case of
taxpayers subject to the transfer pricing regime, the term is 6 years. For income tax purposes, for fiscal years 2022 and 2023, Law
2155 of 2021 reduces the aforementioned term to 6 or 12 months, depending on whether the net income tax increased by 35%
or 25 % from the prior year, respectively. This benefit does not apply to declarations other than income tax and the like, nor to
taxpayers who enjoy tax benefits due to their geographical location, as in the case of taxpayers who have accessed ZOMAC, ZESE
or Free Zones.

The audit benefit was extended to tax years 2024-2026 by Law 2294 of 2023.

Capital Gains Tax

The following events are subject to capital gains tax, which is assessed on a separate base:

e disposal of fixed assets owned for more than 2 years;

¢ inheritances;

e donations;

e liquidation of legal entities that have existed for more than 2 years; and

e asfrom 1 January 2023, life insurance proceeds that exceed 3,250 UVTs (previously, 12,500 UVTs).
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As from 1 January 2023, the capital gains tax rate is 15%. For previous years it was 10%.

The taxable gain derived from the disposal of fixed assets owned for more than 2 years is the difference between the tax base
(generally acquisition cost plus allowable value increases, minus depreciation or other allowable reductions in value) and the fair
market value.

Gains from the transfer of fixed assets owned for less than 2 years are treated as ordinary taxable income.

Value Added Tax (VAT)

There are currently three VAT rates in place:

e 19% general rate, which is applicable to any operation in which the taxable event is configured and is not expressly excluded
and/or exempt.

e 5% for some food and/or services, expressly stipulated in the law.

e 0% applicable to the sale of goods and/or provision of exempt services.

A VAT withholding mechanism is in place, as a means to obtain the collection of the tax before the end of the fiscal period, which
can be bimonthly, four-monthly or annually.

Digital service providers mentioned in article 437-2 of the E.T can voluntarily opt for a withholding system or for the bimonthly
submission of the tax return. The regulation in place provides that said mechanism will only be applicable to providers of
electronic or digital services that:
1. Exclusively carry out one or more activities of the following activities and they are provided to users in Colombia;
2. Have not availed the bimonthly declaration system of the sales tax - VAT and they voluntarily avail themselves of this
alternative tax payment system; and
3. The value invoiced, collected and/or demanded from users located in Colombia corresponds to the taxable base of the sales
tax - VAT for electronic or digital services.
a) Provision of audiovisual services (among others, music, videos, films and games of any kind, as well as the broadcasting of
any type of event).
b) Services provided through digital platforms.
c) Provision of online advertising services.
d) Provision of distance teaching or training.
e) Provision of rights to use or exploit intangibles.
f) Other electronic or digital services for users located in Colombia.

Colombian Holding Company (CHC) Regime

Domestic companies that have as one of their main activities the holding of securities, the investment or holding of shares or

participations in Colombian and/or foreign companies or entities, and/or the administration of said investments, may benefit from

the CHC regime, provided that they meet the following conditions:

e Direct or indirect participation in at least 10% of the capital of two or more Colombian and/or foreign companies or entities for
a minimum period of 12 months.

e Have the human and material resources for the full realization of the corporate purpose. It will be understood that the human
and material resources required for a holding activity are met when the company has at least 3 employees, its own address
in Colombia and can demonstrate that strategic decision-making regarding investments and assets of the CHC is held in
Colombia, for which the simple formality of the Annual Shareholders’ Meeting will not suffice.

Benefits of the CHC regime:

e Dividends or participations distributed by non-resident entities in Colombia to a CHC will be exempt from income tax and will
be declared as income exempt from capital.

e Dividends distributed by a CHC to a natural or legal person not resident in Colombia will be deemed income from a foreign
source. This means in practice that they are not subject to tax on dividends.

e The distribution of the premium in the placement of shares, which does not constitute a tax cost, will undergo the same
treatment as ordinary dividends, being considered exempt income when the beneficiary is a CHC, as foreign source income
when the CHC distributes to a natural person or legal entity not resident in Colombia and as taxable income when the CHC
distributes to a natural or legal person resident in Colombia.

e The income derived from the sale or transfer of the participation of a CHC in non-resident entities in Colombia will be exempt
from income tax and must be declared as exempt occasional earnings.

e The income derived from the sale or transfer of the shares or participations in a CHC will be exempt except for the value
corresponding to the profits obtained from activities carried out in Colombia.

e In the case of non-resident partners or shareholders, the income from the sale or transfer of the shares or participations in a
CHC will be treated as foreign source income with respect to the proportion of the sale attributable to the activities carried out
or the assets owned. by non-resident entities.

The benefits are not applicable when the recipient of the income distributed by the CHC is domiciled or resident in a non-
cooperative jurisdiction with low or no taxation and/or a preferential tax regime.
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Simplified Tax Regime - Simple

This is a unified tax mechanism provided for in the law to encourage the formalization of activities, and to simplify and facilitate
tax compliance. It is an optional taxation model of comprehensive determination, annual declaration and bimonthly advance
payments, which replaces the income tax, and integrates the national consumption tax and the industry and commerce tax,
the notices and boards tax and the fire surcharge. It also integrates employers’ contributions to pensions through the tax credit
mechanism.

Individuals who carry on a business, or companies with shareholders who are tax-resident individuals in Colombia, for whom, in
both cases, the income obtained in the previous year does not exceed 100,000 UVTs, can apply for the SIMPLE regime.

The applicable rate depends on the activity of the taxpayer, ranging from 1.2% to 8.3%.

The simplified regime provides for a flat rate that - according to the authorized activity - is applied to the income without taking

into consideration deductible and/or non-deductible costs and expenses. The applicable rate is based on the activity carried out

and the amount of income earned:

a. Small stores, mini-markets, micro-markets and hairdressers: rates between 1.2% and 5.6%;

b. Wholesale and retail business activities; technical and mechanical services in which the material factor predominates over

the intellectual factor, electricians, masons, construction services and vehicle and electrical appliance repair shops; industrial

activities, including agro-industry, mini-industry and micro-industry; telecommunication activities; and other activities not

included in the following paragraphs: rates between 1.6% and 4.5%;

Activities selling food and beverages, and transportation activities: rates between 3.1% and 4.5%;

d. Education and activities of human health care and social assistance: rates between 3.7% and 5.9%;

e. Professional, consulting and scientific services in which the intellectual factor predominates over the material factor, including
liberal profession services: rates between 7.3% and 8.3%;

f.  Economic activities under ISIC 4665, 3830 and 3811: rate 1.62%;

g. In case of provision of food and beverage sales services, the 8% rate for consumption tax will be added to the consolidated
SIMPLE rate.

o

Other Income Tax Regimes Applied In Colombia

e The ECE regime. Foreign Controlled Entities falling under articles 882 to 898 of the Tax Code. The crux of this regime is to tax in
Colombia passive/CFC income that is received abroad, in the same year in which it was accrued abroad. It acts as a mechanism
to avoid the deferral of income tax.

e The regime of indirect disposals. The legal framework is contained in article 90-3 of the Tax Code.

Other Taxes

Wealth Tax

This tax has come in several versions and in each case it had been announced as temporary. However, in the version provided for
in Law 2277 of 2022, applicable as from the year 2023, it became permanent. It is triggered by the possession of liquid assets on
1st January of each year, whose value is equal to or greater than 72,000 UVT.

Subject to this tax are natural persons, illiquid successions, those under the SIMPLE regime, foreign companies and entities that
do not report income tax in the country, and that own assets located in Colombia other than shares, accounts receivable and/or
portfolio investments in accordance with Decree 1068 of 2015 and current national regulations, such as real estate, yachts, boats,
boats, works of art, aircraft or mining or oil rights. Foreign companies or entities that are not income tax filers in the country and
that sign financial leasing contracts with entities or persons that are residents of Colombia, will not be subject to the wealth tax.

The applicable rates are as follows:

Brackets (in UVT 2023) Tax

0-72,000 0% 0%
72,001 —-122,000 0.5% (Taxable Base in UVT less 72.000 UVT*) x 0,5%
122,001 — 239,000 1% (Taxable Base in UVT less 122.000 UVT*) x 1,0% + 250 UVT*
Over 239,000 1.5%! (Taxable Base in UVT less 239.000 UVT*) x 1,5% + 1.420 UVT*

1. The 1.5% rate will only apply temporarily during the years 2023, 2024, 2025 and 2026.

Property Tax

Real estate is, among others, subject to:

e Property tax. It is triggered by the possession of real estate and collected by municipal and/or district territorial entities. The
regulations issued in each jurisdiction must therefore be taken into consideration. The applicable rate ranges from 5.5 to 16
per thousand and may be higher with respect to undeveloped land subject to development and undeveloped urbanized land,
without exceeding 33%. The tax base is the cadastral value.

e National stamp duty. It is triggered along with the registration tax on the sale of real estate carried out from the year 2023,
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whose value is equal to or greater than 20,000 UVT. The rate applied is progressive: sales over 20,000 UVT are subject to a
1.5% rate and sales over 30,000 UVT to a 3% rate.

Registration Tax

This is a departmental tax triggered by the registration of acts, contracts or documentary legal transactions in which individuals
are a party or beneficiaries and which, in accordance with legal provisions, must be registered with the Public Instruments
Registry Offices or with the Chambers of Commerce.

The contracting individuals and the individual beneficiaries of the act or order submitted to registration are taxpayers. Taxpayers
will pay the tax in equal parts, unless expressly stated otherwise. The specific rate is the one set in each Department, which may
range:

e Acts, contracts or legal transactions with an amount subject to registration in the registry offices of public instruments:
between 0.5% and 1%;

e Acts, contracts or legal transactions with an amount subject to registration in the Chambers of Commerce, other than those
that imply the constitution with and/or the increase in the premium for the placement of shares or company quotas, between
0.3% and 0.7%;

e Acts, contracts or legal transactions with an amount subject to registration in the Chambers of Commerce, which imply the
constitution with and/or the increase in the premium for the placement of shares or social quotas of companies, between
0.1% and 0.3 %, and

¢ Non-quantum legal acts, contracts or transactions subject to registration at public instrument registry offices or chambers of
commerce, such as the appointment of legal representatives, tax auditors, statutory reforms that do not imply assignment of
rights or capital increases, explanatory deeds: between two and four legal daily minimum wages.

Vehicle Tax

Vehicle ownership is subject to municipal taxes. The tax base is the commercial value of the vehicle.

Financial Transaction Tax

Known as a tax on financial movements (GMF) and triggered by a wide range of operations, among others, the performance of
financial transactions, through which resources are deposited in current or savings accounts, as well as in deposit accounts. at the
Banco de la Republica, and money order checks. The applicable rate is 4 per thousand.

The users and clients of the entities supervised by the Banking, Securities or Solidarity Economy Superintendencies are subject
to the GMF; as well as the entities supervised by these same superintendencies, including the Bank of the Republic. In the case
of withdrawals of funds that manage collective savings, the taxpayer will be the individual saver who is the beneficiary of the
withdrawal.

There is a list of 31 exempt operations, of which, as an example, we mention:

a. Withdrawals made from savings accounts, electronic deposits or prepaid cards opened or managed by financial entities and/
or cooperatives of a financial or savings and credit nature supervised by the Financial or Solidarity Economy Superintendencies
respectively, which do not exceed 350 monthly UVT.

b. Transfers between current accounts of the same credit establishment, when said accounts belong to the same and sole owner
who is a single person.

c. Credit disbursements by crediting a savings or current account or by issuing cross-checks with restricted negotiability made
by credit institutions, cooperatives with financial activity or savings and credit cooperatives supervised by the Financial or
Solidarity Economy Superintendencies respectively, or foreign credits disbursed in legal currency by non-resident agents
under the terms of the exchange regulations of the Banco de la Republica, as long as the disbursement is made to the debtor.
When the disbursement is made to a third party, it will only be exempt when the debtor allocates the loan to purchase a
home, vehicles or fixed assets. Disbursements or payments to third parties for concepts such as payroll, services, suppliers,
acquisition of goods or any fulfilment of obligations are subject to the Tax on Financial Movements, except for the use of credit
cards owned by natural persons, which continue to be exempt.

d. The disbursements made by financing companies or banks for the payment to the sellers of goods that will be delivered to
third parties through financial leasing contracts with a purchase option.

e. Foreign currency purchase and sale operations carried out through deposit accounts of the Banco de la Republica or current
accounts, carried out between exchange market intermediaries supervised by the Banking or Securities Superintendencies,
the Banco de la Republica and the Treasury Department National.

f. Cashier’s checks when they are issued charged to the resources of the payer’s checking or savings account, as long as the
checking or savings account is from the same credit institution that issued the cashier’s check.

g. Transfers made between checking and/or savings and/or programmed savings and/or contractual savings accounts and/or
prepaid cards opened at the same credit establishment, cooperative with financial activity, savings and credit cooperative,
commission agents of the stock market and other entities supervised by the Financial Superintendence of Colombia or
Solidarity Economy, as the case may be, in the name of the same and sole owner, as well as transfers between investments or
portfolios that are carried out by a stock brokerage firm, a trust company or an investment management company, supervised
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by the Financial Superintendence of Colombia in favour of the same beneficiary.

h. Withdrawals made from special savings accounts that pensioners open to deposit the value of their pension allowances and
up to their amount, when they are equivalent to 41 UVT.

i. The provision of resources and accounting debits with respect to the first 60 monthly UVT that are generated by the payment
of money orders from abroad, which are channelled through entities subject to inspection and surveillance of the Financial
Superintendence.

j.  The provision of resources to carry out factoring, purchase or portfolio discount operations, carried out by collective
investment funds, autonomous patrimonies, by natural or legal persons, or by entities whose purpose is to carry out this type
of operation and that according to the law they can carry them out.

k. Foreign currency purchase operations whose sole purpose is the repatriation of portfolio investments.

I. Transfers and total or partial withdrawals of severance pay and interest on severance payments that are made by crediting a
savings account, cash and/or cashier’s check.

For income tax purposes, 50% of the GMF certified by the withholding agent is deductible, regardless of whether or not there is a
causal relationship with the productive activity of the taxpayer.

National Consumption Tax

This tax is applied to restaurants and bars for consumption at a rate of 8%. It also applies to mobile phone services at 4% and to
certain vehicles, hot air balloons and aircrafts at 16%.

National Tax on Plastic Bags

Taxes the delivery to any title of plastic bags whose purpose is to load or carry products sold by the commercial establishments
that deliver them.

National Carbon Tax

A tax on the equivalent carbon content (CO2eq) of all fossil fuels, including all derivatives of petroleum, fossil gas and solids that
are used for combustion.

The generating event is the sale within the national territory, the withdrawal for own consumption, the importation for own
consumption or the importation for the sale of fossil fuels.

Industry and Commerce (ICA)

This is a municipal and/or district tax on the development of commercial, industrial and service activities carried out by the
taxpayer in one or more municipalities and/or districts. As a general rule, the base of the ICA is made up of all the ordinary and
extraordinary income received in the respective taxable year, including the income obtained from financial returns, commissions
and, in general, all those that are not expressly excluded. The income corresponding to exempt, excluded or not subject activities,
as well as returns, rebates and discounts, exports and the sale of fixed assets are not part of the tax base.

The rates will be applied as determined by the Municipal Councils within the following limits:
e From 2 to 7 per thousand for industrial activities;
e From 2 to 10 per thousand for commercial and service activities;

B. Determination of The Taxable Base

Depreciation

Tax deductions are available for reasonable depreciation rates that reflect normal wear and tear or obsolescence of the subject
property. Asset depreciation methods are established in the accounting technique. There are rules for handling tax depreciation
for assets acquired up to the year 2016 and for assets acquired after fiscal year 2017.

Tax on Dividends and/or Shares

In general terms, dividends and/or participations in Colombia are subject to income tax in two ways:
¢ On the taxable component
e On the non-taxable component

The non-taxable component and the taxable component are determined by applying the procedure set forth in article 49 of the

Tax Code.

¢ Non-taxable component: the applicable rate is indicated in the following table. This component does not apply to dividends
and/or participations that have been declared and allocated to commercial profits during 2016 and prior calendar years.
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Tax resident - natural person. Income Rate Untaxed 10% on the excess of 300 Table art. 241 E.T.
dividends UvT
Tax Discount N/A 19% on excess 1090 UVT
Income withholding rate 10% on the excess of 300 15% on the excess 1090 UVT
UVT
Foreign company or entity, Dividends not subject to tax 10% 20%
non-resident natural person
Domestic company Dividends not subject to tax 7,5% 10%

e Taxable component: the rate provided for in article 240 of the E.T is applied on the gross value and with respect to the
difference between the gross value and the tax, the rate provided for non-taxed dividends is applied.
In case the partners and/or shareholders of the national company are tax residents in a country with which Colombia has
signed a double tax treaty, as a result of the principle of primacy of international agreements, the provisions of the double tax
treaty will take precedence.

Interest Deductions — Thin Capitalization Rules

Taxpayers are allowed to deduct interest derived from debts only up to an amount that does not exceed a 2:1 debt-to-equity
ratio, taking into account the taxpayer’s net equity as of 31 December of the previous year. Any interest payment derived from
debts exceeding the said ratio is not deductible. This limitation applies where interest-generating debts are directly or indirectly
contracted with related parties.

Thin capitalization rules do not apply to:

e entities subject to the surveillance of the Colombian Financial Superintendency;

e corporations in an unproductive period;

e corporations, entities or special purpose vehicles engaged in transport infrastructure projects or public utilities infrastructure
projects; and

e taxpayers carrying out factoring activities under Decree 2669 of 2012.

Tax Deductions

As a general rule, expenses are deductible to the extent that they are necessary for the production of income or for the
maintenance of the source of income, and are proportionate, all of which must be determined from a commercial point of view. A

As from 1 January 2023, specific items of non-taxable income, special deductions, exempt income and tax credits for resident
companies, permanent establishments and non-resident companies cannot exceed 3% of their taxable income per year before
applying the special deductions.

Deductible items include, among others, business expenses; depreciation, interest payments, turnover tax, real estate tax,
financial transactions tax up to 50% of the paid amount, salaries, provided that social security contributions and payroll taxes
have been paid, payments for independent services provided that the affiliation and payment of social security contributions have
been verified, social security payments, and bad debts.

e The general rule for the deductibility of taxes is that 100% of the taxes paid by the taxpayer are deductible to the extent that
the tax paid has a direct relationship with the production of income. However, this rule does not apply to income tax which is
not deductible.

e 50% of the financial transaction tax paid by the taxpayer is deductible regardless of the relationship of the tax with the
production of income.

e Wealth tax and regularization tax are not deductible.

e Until tax year 2022 the local turnover tax could be used as a tax credit if the tax paid by the taxpayer had a direct relationship
with the production of income. As from 1 January 2023, the turnover tax follows the general rules for the deductibility of
taxes.

Tax Losses

Net losses are the amount by which allowed deductions exceed gross income. In general, net losses include operating losses and
capital losses, unless the latter are expressly disallowed or are subject to specific rules. Losses sustained by a company in a tax
year can be carried forward and deducted during the following 12 tax years.

No carry-back of losses is allowed.

Foreign Source Income

As a general rule, foreign source income for non-residents is not subject to income tax in Colombia. However, the 2022 tax reform
introduces a tax regime for significant presence in Colombia that would allow for non-resident persons or entities not domiciled
in the country to be subject to income tax and complementary taxes. The tax regime with a significant economic presence in
Colombia on income from the sale of goods and/or provision of services in favour of clients and/or users located in the national
territory will be applicable as of 1 January 2024.
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Foreign Expenses

Foreign expenses that are necessary and related to the company’s activity and that generate tax revenue that is not subject to
withholding are deductible with a limitation of 15% of the tax base. Said limitation is not applicable in some circumstances, such
as in the case of acquisition of tangible assets. In the case of expenses that are classified as Colombian source income at the level
of the beneficiary, a withholding income tax at source is in place, which is a requirement for acceptance of the expense for tax
purposes.

C. Foreign Tax Relief

Colombia relieves international double taxation unilaterally by granting an ordinary foreign tax credit, i.e. taxpayers may credit
the amount of foreign tax paid on foreign-source income up to the amount of domestic Colombian tax that would be due on the
income, subject to certain conditions.

D. Corporate Groups

There is no concept of group relief for Colombian tax purposes.

E. Transfer Pricing

As a general rule, transactions between related parties must be carried out on arm’s length basis, i.e. the prices should be the
same as those that would be arrived at in comparable transactions with independent parties. The tax authorities may adjust the
prices at which the taxpayer acquires or sells goods, as well as the consideration of other transactions, and modify the taxable
base or the relevant loss of a taxpayer for income tax purposes.

Taxpayers that are subject to TP rules must comply with TP obligations, i.e. they must file an annual informative return and submit

supporting documentation if exceeding certain thresholds of gross equity in excess of UVT 100,000, or revenues in excess of UVT

61,000, subject to the following exceptions:

e transactions with related parties not exceeding UVT 61,000 during the taxable year are not subject to the obligation of
submitting TP supporting documentation;

e transactions listed by article 11 of Decree 3030 of 2013 conducted with related parties not exceeding UVT 32,000 during the
taxable year are not subject to the obligation of submitting TP supporting documentation; and

e transactions between a Colombian resident and a resident in a low-tax jurisdiction are only subject to the obligation of
submitting TP supporting documentation if the total amount of the transactions carried out during the taxable year exceeds
UVT 10,000.

Country-by-Country reporting

CbC-reporting applies for fiscal years beginning on or after 1 January 2016 to MNEs with an annual consolidated group revenue
equal to or exceeding UVT 81,000,000 in the previous year.

The Master File:

e Applies for fiscal years beginning on or after 1 January 2017.

e Applies to companies that have operations with related parties which have gross assets that exceed UVT 100,000 and/or gross
income that exceeds UVT 61,000 and have intercompany transactions (per type) greater than UVT 45,000.

G. Exchange Control

Certain foreign currency transactions must be channelled through authorized exchange intermediaries:
e Import of goods;

e Export of goods;

e External indebtedness;

e Foreign investment in Colombia;

e Colombian investment abroad;

¢ Financial investments and fixed assets based in foreign countries;

e Endorsements and guarantees;

e Derivative transactions.

H. Personal Income Tax

Non-Residents
Non-resident individuals or assimilated persons are subject to the nominal rate of 35%.

Foreign professors without residence in the country, hired for periods not exceeding 182 days by legally constituted higher
education institutions, are subject to a 7% personal income tax rate only. This tax will be withheld at source at the time of
payment or account credit.

Residents

With respect to natural persons or assimilated tax residents, there are three income baskets:
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e General income basket
e Pension income basket; and

¢ Dividend and/or participations income basket.

As of fiscal year 2023, the taxable income of the general basket, pensions, dividends and/or participations baskets, are added
together and the tax is obtained by applying the progressive rate provided in the following table.

Progressive rate:

Taxable income (UVT) Marginal tax rate (%) Tax due
0-1,090 0 0
1,091-1,700 19 (taxable base in UVT less 1,090 UVT) * 19%
1,701 -4,100 28 (taxable base in UVT less 1,700 UVT) * 28% + UVT 116
4,101 - 8,670 33 (taxable base in UVT less 4,100 UVT) * 33% + UVT 788
8,671-18,970 35 (taxable base in UVT less 8,670 UVT) * 35% + UVT 2,296
18,971 - 31,000 37 (taxable base in UVT less 18,970 UVT) * 37% + UVT 5,901
Above 31,000 39 (taxable base in UVT less 31,000 UVT) * 39% + UVT 10,352

I. Treaty And Withholding Tax Rates

Treaty countries:

Individuals,
companies (%)

Qualifying

companies (%)

Interest
(%)

Royalties

(%)

Bolivia -- -- -- --
Canada 15 5/152 10 0/10%
Chile 7 0? 5/15% 0/10*
Czech Republic 15/25% 53/15/25% 0/10% 0/10v
Ecuador -1 -1 -1 -1
France® 15 57 0/10% 10
India 5/15% 5/15% 10 10
Italy®® 15 51 0/5/10*% 10
Japan® 10 0/5/10/15* 0/10% 2/10%
Mexico 0/33°¢ 0/33°¢ 0/5/10* 0/10*
Peru -1 -1 -1 -1
Portugal 10/33 10/33 10 0/10%
South Korea 10 57 0/10° 10
Spain 5 0’ 0%¢/5%7/10 0/10%
Switzerland 15 0’ 0/10% 0/10%°
United Kingdom® 15 03t/57 0/10%* 10

NOTES:

1. Colombian domestic rate applies, no reduction under the tax treaty. Source state has exclusive right to tax.

2. The reduced 5% rate applies if the beneficial owner is a company that controls directly or indirectly at least 10% of the voting

power in the dividend-paying company.

Under Colombian law, when a company resident in Colombia has not paid income tax on the profit distributed to shareholders

(socios o accionistas), because of exemptions or because the profit exceeds the maximum non-taxed limit as per Colombian

domestic legislation, the dividend distributed may be taxed in Colombia at a rate of 15%, if the beneficial owner of the

dividend is a shareholder (socio o accionista) resident in Canada (article 1 (e) of the Protocol to the Treaty).

3. The reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25% of

the capital of the dividend-paying company.
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4. The 5% rate applies to interest derived by banks or insurance companies.

The 0% rate applies if (i) the beneficial owner of the interest is a Contracting State, or a political subdivision or a local or
territorial authority thereof, or the Central Bank of a Contracting State (ii) the interest is paid by any of the entities in (i)
aforementioned (iii) the interest arises in Colombia and is paid in respect of a loan made, guaranteed or insured by Banco
de México, Banco Nacional de Comercio Exterior, S.N.C., Nacional Financiera, S.N.C. or Banco Nacional de Obras y Servicios
Publicos, S.N.C., or by any other institution as may be agreed between the competent authorities of the Contracting States.

5. The lower rate applies to interests derived by the government, central bank or any financial institution performing functions of
a governmental nature.

6. Exclusive taxation by the resident country.

7. The lower rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 20% of the

capital of the dividend-paying company.

Effective date: 1 January 2020.

9. Effective date: 22 October 2020.

10. Effective date: 1 January 2022.

11.The 5% reduced rate applies if the beneficial owner (i) is a company (other than a partnership) which holds directly at least
20% of the capital of the dividend-paying company (ii) is a recognized pension fund.

12.The 5% reduced rate applies if the beneficial owner is (i) a statutory body or an export financing agency or (ii) a recognised
pension fund. The 0% rate applies if the beneficial owner is a Contracting State, a political subdivision or a public law entity
thereof, including the Central Bank of that State or if the interest is paid (i) by the State in which the interest arises or by
a political subdivision, a local authority (ii) in respect of a loan, debt-claim or credit that is owed to, or made, provided,
guaranteed or insured by, that State or a political subdivision or local authority (iii) on the sale on credit of any industrial,
commercial or scientific equipment or on the sale on credit of any goods or merchandise by an enterprise of a Contracting
State to an enterprise of the other Contracting State (iv) in respect of any loan or credit of whatever kind granted by a bank,
but only if the loan or credit concerned is granted for a period not less than three years (v) by a financial institution of a
Contracting State to a financial institution of the other Contracting State.

13. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical services
and consultancy services fees are considered to be royalties, these payments would not be subject to withholding tax in
Colombia unless there is a PE herein. The Colombia tax authority confirmed the activation of the MFN clause for the Colombia-
Canada tax treaty (Ruling 0191 of 2020).

14. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical services
and consultancy services fees are considered to be royalties, these payments would not be subject to withholding tax in
Colombia unless there is a PE herein. However, the Colombia tax authority ruled that the MFN clause cannot be activated in
respect of the Colombia-Chile tax treaty (Ruling 0191 of 2010). For this reason, the Chilean tax authority requested a MAP to
define with the Colombian tax authority the application of the MFN clause.

15. In the case of dividends paid by a company which is a resident of Colombia from profits that are not taxed in Colombia in
accordance with its domestic law, such dividends may also be taxed in Colombia and according to the laws of Colombia, but
if the beneficial owner of such dividends is a resident of the Czech Republic, the tax so charged in Colombia shall not exceed
25% of the gross amount of the dividends.

16.The 0% rate applies to interest paid (i) in connection with the sale on credit of any merchandise or equipment (ii) on any loan
or credit of whatever kind granted by a bank, but only if the loan or credit concerned is granted for a period of not less than
three years (iii) to the Czech Government, including any political subdivision or local authority thereof, the Central Bank or any
financial institution owned or controlled by that Government (iv) to a resident of the Czech Republic in connection with any
loan or credit guaranteed by the Czech Government, including any political subdivision or local authority thereof, the Central
Bank or any financial institution owned or controlled by that Government.

17. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical services
and consultancy services fees are considered to be royalties, these payments would not be subject to withholding tax in
Colombia unless there is a PE herein. The tax authority confirmed the activation of the MFN clause for the Colombia-Czech
Republic tax treaty (Ruling 0191 of 2020).

18.The interest shall be taxable only in the Contracting State of which the recipient of the interest is a resident (and therefore 0%
rate in the source state) if that person is the beneficial owner of the interest and if one of the following conditions is met: (i)
such person is a Contracting State or a local authority thereof or one of their statutory bodies, including the central bank of
that State or the interest is paid by such State or local authority or statutory body (ii) the interest is paid in respect of any debt-
claim or loan guaranteed, insured or subsidised by a Contracting State or by another person acting on behalf of a Contracting
State (iii) the interest is paid in connection with the sale on credit of any industrial, commercial or scientific equipment or in
connection with the sale on credit of any goods or merchandise by an enterprise to another enterprise (iv) the interest is paid
in respect of a loan or credit of any kind granted by a bank, but only if the loan or credit concerned is granted for a period of
at least three years (v) the interest is paid by a financial institution of a Contracting State to a financial institution of the other
Contracting State.

19. Under Colombian law, when a company resident in Colombia has not paid income tax on the profit distributed to shareholders
(socios o accionistas), because of exemptions or because the profit exceeds the maximum non-taxed limit as per Colombian
domestic legislation, the dividend distributed may be taxed in Colombia at a rate not exceeding 15%, if the beneficial owner of
the dividend is a shareholder (socio o accionista) resident in India (article 2 of the Protocol to the Treaty).

o
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20. Effective date: 1 January 2023.

21.The 5% reduced rate applies if the beneficial owner is a company which has owned directly or indirectly at least 20% of the
voting power of the company paying the dividends throughout a six-month period that includes the date on which entitlement
to the dividends is determined (for the purpose of computing that period, no account shall be taken of changes of ownership
that would directly result from a corporate reorganisation, such as a merger or divisive reorganisation, of the company that
is the beneficial owner of the dividends or that pays the dividends). The 10% rate applies in all other cases (however, see
further).

However, dividends paid by a company which is a resident of a Contracting State shall be taxable only in the other Contracting
State (and therefore a 0% rate withholding tax in the source state applies) if the beneficial owner of the dividends is a
recognised pension fund of that other Contracting State (which, in the case of Colombia, is a mandatory pension fund),
provided that such dividends are derived from the activities referred to in clause (i) or (ii) of subparagraph (l) of paragraph 1 of
Article 3 of the Treaty.

In the case of dividends paid by a company that is a resident of Colombia out of profits that have not been subject to tax on
income at the level of that company in Colombia, such dividends may be taxed in in Colombia according its domestic law, but
if the beneficial owner of the dividends is a resident of Japan, the tax so charged shall not exceed 15% of the gross amount of
the dividends.

22. Interest arising in Colombia shall be taxable only in Japan (therefore 0% withholding tax rate applies in Colombia) if: (i)
the interest is beneficially owned by the Japanese State, a political subdivision or local authority thereof, the central bank
of Japan or any institution wholly owned by Japan or a political subdivision or local authority thereof (ii) the interest is
beneficially owned by a resident of Japan with respect to debt-claims guaranteed, insured or indirectly financed by Japan,

a political subdivision or local authority thereof, the central bank of Japan or any institution wholly owned by Japan or a
political subdivision or local authority thereof (iii) the interest is beneficially owned by a resident of Japan that is (a) a financial
institution, provided that such interest is paid by a financial institution that is a resident of Colombia, or (b) a bank, in respect
of debt-claims granted for a period of at least three years (iv) the interest is beneficially owned by a recognised pension

fund of Japan, provided that such interest is derived from the activities referred to in clause (i) or (ii) of subparagraph (I) of
paragraph 1 of Article 3 of the Treaty (v) the interest is beneficially owned by a resident of Japan and paid with respect to
debt-claims arising as a part of the sale on credit by a resident of Japan of equipment or merchandise.

23.The reduced 2% rate applies to royalties for the use of, or the right to use, industrial, commercial or scientific equipment. The
10% rate applies in all other cases.

24. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical
services and consultancy services fees are considered to be royalties, these payments would not be subject to withholding
tax in Colombia unless there is a PE herein. The Colombian tax authority confirmed the activation of the MFN clause for the
Colombia-Mexico tax treaty (Ruling 0191 of 2020).

25. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical
services and consultancy services fees are considered to be royalties, these payments would not be subject to withholding
tax in Colombia unless there is a PE herein. The Colombian tax authority confirmed the activation of the MFN clause for the
Colombia-Portugal tax treaty (Ruling 0191 of 2020).

26.The 0% rate applies if (i) the beneficial owner is a Contracting State, one of its political subdivisions or local authorities (ii)
the interest is paid in connection with the sale of merchandise or equipment on credit to an enterprise of a Contracting State
(iii) the interest is paid on loans of any type granted by a bank or by any other financial institution that are residents of a
Contracting State.

27.The general rate for interest under the treaty is 10%. However, by virtue of a most favoured nation clause, the rate for interest
derived by insurance companies is reduced to 5% and additional types of interest have been included under the exemptions.
For information on the types of interest that fall within these reductions, see the activation treaties Colombia-Chile, Colombia-
Czech Republic and Colombia-Mexico.

28. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical services
and consultancy services fees are considered to be royalties, these payments would not be subject to withholding tax in
Colombia unless there is a PE herein. However, the Colombian tax authority ruled that the MFN clause cannot be activated in
respect of the Colombia-Spain tax treaty (Ruling 0191 of 2010).

29. Interest arising in Colombia and paid to a Swiss resident shall be taxable only in Switzerland (and therefore a 0% withholding
tax rate applies in Colombia) if: (i) the beneficial owner is the Swiss State or a political subdivision or a local authority thereof
(ii) the interest is paid in connection with the sale on credit of any goods or merchandise or any equipment to an enterprise of
Switzerland (iii) the interest is paid on a loan made by a bank or another credit institution which is a resident of a Contracting
State.

30. A most favoured nation clause may be applicable with respect to royalties. As of 1 January 2020, the Colombia-UK tax treaty
entered into force. Since article 12 of the Colombia-UK tax treaty does not provide that technical assistance, technical services
and consultancy services fees are considered to be royalties, these payments would not be subject to withholding tax in
Colombia unless there is a PE herein. However, the Colombian tax authority ruled that the MFN clause cannot be activated in
respect of the Colombia-Switzerland tax treaty (Ruling 0191 of 2010).

31.The 0% rate applies if the beneficial owner is a pension scheme or fund.

32.interest arising in a Contracting State and beneficially owned by a resident of the other Contracting State shall be taxable only
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in that other State (so 0% rate applies in the source state) where that resident is: (i) a Contracting State, a territorial authority
or a public law entity thereof, including the Central Bank of that State; or such interest is paid by one of those States, territorial
authorities or public law entities (ii) a pension scheme or fund or in the case of Colombia a mandatory pension fund, or that
interest is paid: (i) in respect of a debt-claim or a loan guaranteed or insured or subsidised by a Contracting State or by another
person acting on behalf of a Contracting State (ii) on the sale on credit of industrial, commercial or scientific equipment or

on the sale on credit of goods or merchandise by an enterprise to another enterprise (iii) in respect of any loan or credit of
whatever kind granted by a bank, but only if the loan or credit concerned is granted for a period of not less than three years
(iv) by a financial institution of a Contracting State to a financial institution of the other Contracting State.
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Congo (Rep.)

City Name Contact Information

Brazaville Stefaan De Ceulaer +44 20 3691 2511
Stefaan.deceulaer@pkf.com

Basic Facts

Full name: Republic of the Congo
Capital: Brazaville
Main languages: French, Lingala, Kituba
Population: 6.22 million (2024 estimate)
Monetary unit: Central African CFA Franc (XAF)
Internet domain: .cg
Int. dialling code: +242

Key Tax Points

e The standard corporate income tax rate is 28%.

e VAT is levied at a standard rate of 18%.

e Losses may generally be carried forward for up to 3 years. Loss carry-back is not allowed.

e Dividends paid to non-resident companies are subject to a 15% final withholding tax on the gross amount, subject to the
application of a double tax treaty.

e Interest derived by a non-resident company is subject to a 20% final withholding tax on the gross amount, subject to the
application of a double tax treaty. Reduced rates are also in place.

¢ Royalties paid to non-resident companies are subject to a 10% final withholding tax rate on the gross amount, subject to the
application of a double tax treaty.

e Technical fees and management fees paid to non-resident companies are subject to a 20% final withholding tax rate on the
gross amount.

e The Finance Law 2023 introduced, effective 1 January 2023, a 10% withholding tax on sums paid by a Congolese resident to a
resident of any other CEMAC member country for services rendered.

A. Taxes Payable

Company Tax
Taxation is based on territoriality and place of registration.
Congolese companies carrying on a trade or business outside Congo are not taxed in Congo on the related profits.

Congolese companies are those registered in Congo, regardless of the nationality of the shareholders or where the company is
managed and controlled.

Foreign companies engaged in activities in Congo are subject to Congolese corporate tax on Congolese-source profits only.

Resident companies and permanent establishments of foreign companies are subject to the standard corporate income tax rate at
28% (effective 14 May 2020; previously 30%) on profits exceeding FCFA 1,000.

Microfinance companies and private schools organised as companies are taxed at a reduced corporate income tax rate of 25%.

Minimum lump-sum tax

Generally, the minimum lump-sum tax is levied on total turnover realized by the company during the previous financial year, and
on any kind of earnings and profits derived during the same period.

Effective 1 January 2019, the minimum lump-sum tax is the higher of 2% of annual turnover (exclusive of taxes) and FCFA 2
million.

Companies that were fully exempted from corporate income tax, are now liable to the minimum tax at the rate of 1% of their total
turnover, with a minimum amount collected of FCFA 1 million.

Capital Gains Tax

Capital gains are treated as ordinary business income and are taxed at the standard corporate income tax rate of 28%. However in
certain cases, the General Tax Code grants some derogations to this principle.

PKF Worldwide Tax Guide 2024/25 235



Branch Profits Tax

Net profits realized are deemed to be distributed to the foreign head offices. The standard dividend withholding tax rate of 15%
applies on 70% of the branches’ net accounting profit, resulting in an effective tax rate of 10.5%.

Value Added Tax (VAT)
VAT is levied at a standard rate of 18% (plus a 5% surcharge, i.e., an effective rate of 18.9%) on all taxable transactions.

A reduced rate of 5% applies to certain consumables listed in an appendix to the tax code, to gas-oil and lubricants imported from
Cameroon by specific companies, to specified imports of goods, to the sale of locally produced cement, and to glass products
manufactured in Congo.

A 0% rate applies to exports and international transport operations.

B. Determination of Taxable Income

Taxable income is calculated based on the profit and loss account on an accrual basis. Tax computation partly follows commercial
accounts. The tax code prescribes rules applicable for tax purposes that diverge and prevail over accounting rules.

The concept of taxable income for corporate income tax purposes encompasses business profits, i.e. capital gains, indemnities,
subsidies, currency gains, profit derived from the rental of immovable assets, and commercial or financial write-offs.

Disallowed Expenses

The following items in particular are non-deductible for corporate income tax purposes:

e corporate income tax and minimum lump-sum tax;

e expenses equal to or above FCFA 500,000 if incurred in cash;

e expenses of a luxury nature;

e charges resulting from transactions in contravention of legal, economic or fiscal provisions and fines, confiscations and
penalties of any kind;

e |ump-sum payments of representation costs to managers and executives and to partners that exceed normal costs of the same
nature.

Depreciation

Tax depreciation is calculated using the straight-line method. Generally, all new or used tangible fixed assets owned by the
company and used for business purposes are depreciable for tax purposes, provided the asset value diminishes with time or
through use. To be deductible, depreciation must be recorded in the accounting books. The annual allowance rates range from 5%
to 33.33%, depending on the type of asset.

I S T R

Residential building 5
Commercial and industrial building 5
Excavators 10
Factory machinery 20
Light machine tools 15

Light vehicles 33.33
Tractors 25

Heavy vehicles 33.33
Containers 20
Office furniture 15

Interest Deductions

Interest on shareholder loans exceeding their participation in the company’s share capital is deductible only if:
e the interest rate does not exceed the rate allowed by the Central Bank plus 2 percentage points; and
e the loan does not exceed % the company’s capital.

Losses
Losses may generally be carried forward for up to 3 years. Loss carry-back is not allowed.

C. Foreign Tax Relief

Congolese domestic tax law does not contain any provisions on unilateral relief of double taxation. However, in practice and
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although no official administrative circulars or laws can be quoted on that point, the tax authority accepts, as part of the
deductible expenses, foreign taxes paid by the taxpayer during the same fiscal year, provided that the foreign income is subject to
tax in Congo.

D. Corporate Groups

A group tax consolidation regime is in place, the main features of which can be summarized as follows:

e A company whose capital is not held at least 95%, directly or indirectly, by another legal entity subject to corporation tax, may
be solely liable for the corporation tax due on all of the results of the group formed by itself and the companies in which it
holds at least 95% of the capital, continuously during the financial year, directly or through the companies of the group;

e The parent company of a group needs to be a company subject to Congolese corporate income tax;

e Income and losses of resident companies within a group may be aggregated and taxed in the hands of the parent company.
Losses of group companies may only be carried forward for a period of 3 years at a rate of 1/3 per annum, after which period
the unused amount is forfeited;

e Corporate income tax is levied on the aggregate income after certain adjustments for intra-group transactions have been
made. The adjustments cover, among other things, provisions, debt waivers, deficits, external and internal capital gains and
dividend distributions; and

e The group can only be dissolved after a 5-year period from the first fiscal year in which the regime started to apply.

E. Related Party Transactions

Transactions between related persons must be entered into on an arm’s-length basis. Payments made by Congolese companies
that are under the control, de jure or de facto, of foreign enterprises or a group of enterprises, and which do not reflect the
conditions that would have been set between independent parties, are deemed to be a distribution of profits subject to
Congolese tax.

Amounts invoiced by a foreign company and which do not reflect arm’s length conditions are not deductible (effective 1 January
2021) and are reintegrated in the Congolese company’s financial year’s result, for a third of their amount.

Transfer pricing documentation

Resident legal entities whose annual turnover is equal to or more than FCFA 500 million (approx. EUR 762,000) must document
their transfer pricing policy. They also must submit simplified documentation on the transfer prices to the tax administration
annually, within 6 months following the deadline for filing the financial statements for the financial year. Failure to produce the
simplified documentation may result in fines.

F. Personal Tax

With effect from 1 January 2016, the progressive personal income tax rates are as follows:

Annual taxable income (FCFA) Rate (%)
Up to 464,000 1
464,001 - 1,000,000 10
1,000,001 - 3,000,000 25
Over 3,000,000 40
G. Withholding Tax

e Dividends paid to non-resident companies are subject to a 15% final withholding tax on the gross amount, subject to the
application of a double tax treaty.

e Interest derived by a non-resident company is subject to a 20% final withholding tax on the gross amount, subject to the
application of a double tax treaty. Reduced rates are also in place.

¢ Royalties paid to non-resident companies are subject to a 10% final withholding tax rate on the gross amount, subject to the
application of a double tax treaty.

e Technical fees and management fees paid to non-resident companies are subject to a 20% final withholding tax rate on the
gross amount.

e The Finance Law 2023 introduced, effective 1 January 2023, a 10% withholding tax on sums paid by a Congolese resident to a
resident of any other CEMAC member country for services rendered.
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H. Treaty and Non-Treaty Withholding Tax Rates

Interest Royalties
Individuals, Qualifying (%) (%)
companies (%) companies (%)
Treaty countries:
CEMAC Treaty! -2 -2 -2 0°
China® 10 0/57 08/10 5
France 20 153 0 15
Italy 15 83 0 10
Mauritius 5 0* 0°/5 0
Notes:

1. Next to Congo (Rep.), the CEMAC tax treaty was signed by Cameroon, the Central African Republic, Chad, Congo (Rep.),
Equatorial Guinea, and Gabon.

2. No limitation under the treaty. The Congo (Rep.) domestic withholding tax rate is applicable.

3. The reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of
the capital of the company paying the dividends.

4. The 0% rate applies if the beneficial owner holds at least 25% of the capital of the company paying the dividends.

5. Interest shall be exempt from tax if it is paid to the government of a Contracting State or to a political subdivision or local
authority thereof, or to its central bank.

6. Effective date: 1 January 2023.

7. The 5% rate applies if the beneficial owner is a company which holds directly at least 25% of the capital of the company paying
the dividends.

The 0% rate applies if the beneficial owner of the dividends is the Government of the other Contracting State or political
subdivisions, local authorities thereof, or the Central Bank of the other Contracting State or any entity the capital of which is
wholly owned directly or indirectly by the other Contracting State.

8. The 0% rate applies to interest arising in a Contracting State and paid to the Government of the other Contracting State or
political subdivisions, local authorities thereof, the Central Bank of the other Contracting State, or any entity the capital of
which is wholly owned directly or indirectly by the other Contracting State, or paid on loans guaranteed or insured by the
Government of the other Contracting State, or political subdivisions, local authorities thereof, the Central Bank of the other
Contracting State or any entity the capital of which is wholly owned directly or indirectly by the other Contracting State.

9. Royalties are taxable in the state in which the recipient has his fiscal domicile; however, royalties from the use of immovable
property and from the working of mines, quarries and natural resources are taxable in the state in which such a property is
situated.
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Cook Islands

City Name Contact Information

+44 20 3691 2511
stefaan.deceulaer@pkf.com

Avarua Stefaan De Ceulaer

Basic Facts

Full name: Cook Islands
Capital: Avarua
Main languages: English, Cook Islands Maori
Population: 17,066 (2024 estimate)
Monetary unit: New Zealand Dollar (NZD)
Internet domain: .ck
Int. dialling code: +682

Key Tax Points

e Aresident company pays a flat 20% corporate income tax on worldwide profits while a non-resident company pays 28%
corporate tax on profits derived from Cook Islands-sourced income.

e VAT is levied at 15% on most goods and services.

e Dividends, interest, royalties, and technical/management fees paid to non-resident companies are subject to a 15%
withholding tax.

A. Taxes Payable

Corporate Tax

Residence

A resident company is a company that is incorporated in the Cook Islands or has its head office in the Cook Islands. The head
office of a company means the centre of its administrative management.

From 1 January 2023, a company is deemed to be a resident of the Cook Islands if:

e jtisincorporated in the Cook Islands and at any time during the relevant income year three or more of its directors are
resident in the Cook Islands;

e its place of effective management is in the Cook Islands; or

e jts directors, in their capacity as directors, exercise control of the company in the Cook Islands, even if the directors’ decision-
making takes place outside the Cook Islands.

A company may elect before 2 May 2022 to have the new resident rule apply to it from 1 January 2022.

Rates

A resident company pays a flat 20% corporate income tax on worldwide profits. A non-resident company pays 28% corporate tax
on profits derived from Cook Islands-sourced income.

Residents and non-resident trusts are taxed at 30%.

Capital Gains Tax

In general, capital gains are not taxed. However, provisions deeming certain income classes to be derived from the Cook Islands
include categories that may apply to capital gains.

Branch Profits Tax

Non-resident companies are subject to income tax on their Cook Islands-sourced income under the normal income tax rules
applicable to resident companies at a rate of 28% (resident companies pay 20%).

There is no branch remittance tax.

Value Added Tax (VAT)
VAT is levied at 15% on most goods and services.

The threshold for VAT registration is an annual turnover of NZD 40,000 or more or an expected turnover of NZD 40,000 or more in
the next twelve months.
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If taxable annual turnover is less than NZD 40,000 one can opt to register for VAT. If annual turnover does not exceed NZD 20,000
one cannot register for VAT.

B. Determination of Taxable Income

Income is taxed after deduction of exempt income, deductible expenses, depreciation allowances and losses.

Depreciation
Assets which cost NZD 500 or less can be written off immediately.

Some depreciation rates according to the straight line method are as follows:

Agriculture and aquaculture 7-25
Audio, video and photography 12.5-33
Building and engineering industry 7-25
Buildings 25-5
Food industry 10-33
Fuel industry 4-125
Leisure 7-33
Motels and hotels 7-20
Office equipment 7.—133
Transportation 4-50
Default rate (for assets not described above) 10%

Losses
Losses may be carried forward indefinitely but cannot be carried back.

C. Foreign Tax Relief

Foreign tax relief is available in the form of a credit for foreign tax paid subject to the condition that is substantially of the same
nature as domestic income tax. The credit may not exceed the amount of Cook Islands tax payable on foreign income concerned.

D. Corporate Groups

There is no group taxation regime in the Cook Islands.

E. Anti-Avoidance Rules

Transfer pricing

TP adjustments may be made under the 2014 Income Tax Regulations in respect of international non-arm’s length dealings
between associated persons.

Transactions must be consistent with the arm’s-length principle as laid down in article 9 of the OECD Model Tax Convention.

APAs (Advance pricing agreements) can be requested for.

Controlled foreign companies (CFC)

There are no CFC regulations.

Thin capitalisation

A 1.5:1 debt-to-equity ratio is in place at the level of a foreign-controlled resident company. A deduction for interest paid over this
ratio is disallowed.

F. Withholding Tax

Dividends, interest, royalties, and technical/management fees paid to non-resident companies are subject to a 15% withholding
tax.
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G. Personal Tax

Income tax is levied at the following rates for the 2021 and subsequent income years.

Taxable income (NZD) Marginal rate (%)

Up to 14,600 0
14,601 — 30,000 17
30,001 - 80,000 27

Over 80,000 30

Note: The 14,600 tax free threshold (as of 1 January 2021) is for a full year of residence in the Cook Islands. The exemption is
apportioned to the number of days of residence for individuals who have not been present in the Cook Islands for a full year.

H. Treaty and Non-Treaty Withholding Tax Rates

The Cook Islands have not entered into any double tax treaties.
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Costa Rica

City Name Contact Information

San José Stefaan De Ceulaer +44 20 3691 2511
stefaan.deceulaer@pkf.com

Basic Facts

Full name: Republic of Costa Rica
Capital: San José
Main languages: Spanish, Mekatelyu, Bribri, Patois
Population: 5.24 million (2024 estimate)
Monetary unit: Costa Rican Colén (CRC)
Internet domain: .cr
Int. dialling code: +506

Key Tax Points

e Corporate income tax ranges from 5% to 20% for small enterprises with annual gross income not exceeding CRC 122,145,000.
Companies with annual gross income exceeding this threshold are subject to a 30% tax rate.

e Costa Rica’s general VAT rate is 13%. However, there is a 4% tax on airline tickets and healthcare services while a 2% tax is
levied on medical products, raw materials and machinery used for production, insurance premiums, purchase and sale of
university issued products. Basic food necessities from a specific list are subject to a 1% tax.

¢ Dividends paid to individuals or foreign entities are subject to a 15% final withholding tax. A lower rate of 5% applies if the
stock of the company distributing dividends is traded on the Stock Exchange and if such stock was acquired on that market.

e Interest, commission, fees and other financial expenses paid or credited to non-residents are subject to a 15% final
withholding tax applied to the gross amounts, subject to certain exemptions.

e Royalties from a Costa Rican-source paid or credited to non-residents are subject to a 25% final withholding tax on the gross
amount.

e Technical and financial advice fees are subject to a 25% final withholding tax on the gross amount.

A. Taxes Payable

Company Tax

Costa Rica has a classical corporate tax system, where a general income tax (impuesto sobre las utilidades, GIT) is taxed both at
the corporate level and at the shareholder level.

Under the territoriality principle, both residents and non-residents are only taxed on Costa Rican-source income, i.e., income from
services rendered, capital invested and goods located in the country. Active foreign-source income is not taxed.

The GIT is levied on net income derived by resident corporations. Non-resident corporations are subject to a final withholding tax.

The fiscal year runs from 1 January until 31 December. Companies need to make 3 instalments of income tax during the year (on
the last working day of June, September and December).

Executive Decree No. 44276-H sets the income tax brackets for the tax year 2024 as follows:
e 5% on the first CRC 5,687,000 of annual net income;

e 10% between CRC 5,687,001 and CRC 8,532,000 of annual net income;

e 15% between CRC 8,532,001 and CRC 11,376,000 of annual net income;

e 20% on the excess of CRC 11,376,001 of annual net income.

The abovementioned brackets are applicable for small enterprises with annual gross income not exceeding CRC 120,582,000.
Companies with annual gross income exceeding this threshold are subject to a 30% tax rate.

In addition, the following exemptions are established for new small and medium-sized enterprises registered with the Ministry of
Economy, Industry, and Commerce or with the Ministry of Agriculture and Livestock:

e 0% of tax on profits in the first year of commercial activities.

e 25% of tax on profits in the second year of commercial activities.

e 50% of tax on profits in the third year of commercial activities.

These enterprises will have to pay corporate income tax in full starting in their fourth year of conducting business.

Branch Profits Tax

In Costa Rica branches of foreign companies are subject to corporate income tax according to the rates set out in the table under
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‘Company Tax’. There is no branch remittance tax.

Capital Gains Tax

As from 1 July 2019, the Tax Reform law created a capital gains tax of 15% which applies to investment income and real estate,
which is still in place. For real estate the law provides a one-time exemption for those property owners that own property before
the law comes into effect. Those will pay 2.25% of the properties’ selling price rather than on the capital gained. Also, the primary
residence is exempt from capital gains.

Value Added Tax

Costa Rica’s standard VAT rate is 13%, however there is a 4% tax on airline tickets and healthcare services. A 2% tax is levied on
medical products, raw materials and machinery used for production, insurance premiums, purchase and sale of university issued
products. Basic food necessities from a specific list are subject to a 1% tax.

Other Taxes

e Municipal Office Taxes: taxes are paid according to set rates and total assets of the company but the local municipality imposes
the payment depending on several factors.

e Corporation Tax: all commercial companies have to pay this tax in January. It varies from USD 100 to USD 300.

e Social Security Tax: payments made monthly by employers and employees on the payroll of companies for the purpose of
guaranteeing the functioning of the worker social security system and retirement benefits at the national level.

e Consumption tax: imposed on the import or domestic manufacture of goods. The rates are variable and selective, affecting
only certain types of goods.

e Solidarity tax: imposed on dwellings (real estate) including those used habitually, occasionally or for recreational use and
calculated on the estimated value of the real estate asset taking into account land and constructions. The rates are as follows:

Amount (CRC) Rate (%)

Up to 145,000,000 0
145,000,000.01 - 364,000,000 0.25
364,000,000.01 - 731,000,000 0.30

731,000,000.01 - 1,096,000,000 0.35
1,096,000,000.01 - 1,463,000,000 0.40
1,463,000,000.01 - 1,826,000,000 0.45
1,826,000,000.01 - 2,193,000,000 0.50

Over 2,193,000,000 0.55

B. Determination of Taxable Income

Capital Allowances

There are currently no capital allowances in Costa Rica.

Depreciation

Deprecation methods allowed are the straight-line method and the sum-of-the-year’s digits method although the tax authorities
may authorize the use of other methods.

Annual rates of depreciation based on the straight-line method are the following:

Buildings in general 2%

Wooden buildings 4% - 6%
Construction machinery and equipment 15%
Motor vehicles 10%
Machinery and equipment 10%
All types of boats 10%
Farming machinery 10%
Computer equipment 20%

Stock/Inventory

Stock/inventory is not taxable in Costa Rica.
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Capital Gains And Losses

Capital gains are not taxable in Costa Rica subject to certain exceptions (see above under ‘Capital Gains Tax’).

Dividends

Dividends are not taxable at the level of corporations in Costa Rica, i.e. dividends received by an operating resident company from
another resident company are exempt from corporate income tax. However, this income is subject to a 15% final withholding tax
when paid to individuals or foreign entities.

Interest Deductions

Thin capitalisation rules were introduced further to the 2019 Tax Reform and are applicable to financing from shareholders or
related parties. In such cases, interest will be deductible up to 20% of the earnings before tax, depreciation, and amortization
(EBDITA). The difference may be deducted in the following years until the expense is amortised. Thin capitalisation rules do not
apply to loans granted by local banks or non-domiciled financial entities supervised in their country of origin.

Losses

e Business losses from industrial and commercial enterprises may be carried forward for 3 years and deducted in equal or
different percentages, provided the aggregate does not exceed 100%.

e Agricultural enterprises may carry forward losses for up to 5 years.

Foreign Sourced Income

The corporate tax system is based on the territoriality principle. Tax is only due on business income generated in Costa Rica, i.e.
income from services rendered, capital invested and goods located in the country.

Incentives

Companies operating in a Free Zone enjoy a number of exemptions which are valued according to the conditions of each company
that wants to be established in these zones.

C. Foreign Tax Relief

There is no double taxation relief for foreign taxes as the Costa Rica tax system is based on the territoriality principle. Foreign
taxes paid are not deductible for income tax purposes.

D. Corporate Groups

Costa Rican law does not allow group consolidation.

E. Related Party Transactions

Since 2013 there are first-time transfer pricing rules applicable to business entities or individuals conducting transactions with
related parties. These rules follow the OECD Transfer Pricing Guidelines and are based on the at arm’s length principle. They
provide for advance pricing agreements (APAs), documentation requirements, an annual information return and a transfer pricing
methodology.

On 2 February 2018, Costa Rica gazetted Resolution No. DGT-R-001-2018, setting out the rules for filing a Country-by-Country
(“CbC’) report.

The parent company of a multinational group resident in Costa Rica with consolidated group revenue of the equivalent of EUR 750
million in the Costa Rican currency — presently CRC 529.3 million (USD 924.7 million) — must comply with the obligation to file a
CbC report, in line with the rules set out in the Resolution, which is intended to align Costa Rica’s transfer pricing documentation
regime with the recommendations put forward by the OECD in its Action 13 report on tackling base erosion and profit shifting.

The Resolution provides that groups covered by the regime must identify the entity that will file a CbC report by the last working
day of the month of March each year, beginning in March 2018, through an official letter that must be sent digitally and signed by
the local representative of the entity, addressed to the Director General of Taxation. The same deadline and rules apply to groups
whose ultimate parent entity is in Costa Rica that have elected to file a CbC report in a different territory.

The Resolution provides that regardless of the month in which a reporting entity’s fiscal period ends, the first CbC report must be
furnished by 31 December 2018, at the latest, relating to the 2017 fiscal year. The same schedule applies to future years: the CbC
report is required by 31st December of each year following the relevant fiscal period.

F. Withholding Tax

Dividends paid to individuals or foreign entities are subject to a 15% final withholding tax. A lower rate of 5% applies if the stock
of the company distributing dividends is traded on the Stock Exchange and if such stock was acquired on that market.

Interest, commission, fees and other financial expenses paid or credited to non-residents are subject to a 15% final withholding
tax applied to the gross amounts.

However, interest is exempt from tax when paid to:
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e multilateral or bilateral development institutions;
¢ development banks; or
e non-profit entities that are exempt from income tax.

Royalties from a Costa Rican-source paid or credited to non-residents are subject to a 25% final withholding tax on the gross
amount.

Technical and financial advice fees are subject to a 25% final withholding tax on the gross amount.
Public spectacles are subject to a 15% final withholding tax on the gross amount.

G. Exchange Control

There is no foreign exchange control. Repatriation payments may be done in any currency. Both residents and non-residents may
hold bank accounts in any currency.

H. Personal Tax

As from 1 January 2024 the salary and income tax brackets for individuals for the tax year are as follows:

Self-employed individuals

Up to 4,127,000 0%
4,127,001 to 6,164,000 10%
6,164,001 to 10,281,000 15%

10,281,001 to 20,605,000 20%

Over 20,605,000 25%

Salaried individuals

Up to 929,000 0%
929,001 to 1,363,000 10%
1,363,001 to 2,392,000 15%
2,392,001 to 4,783,000 20%
Over 4,783,000 25%

Individuals deriving income (employment and business) are entitled to the following family-related annual tax credits:

e CRC 20,760 annually for each dependent child, provided the child is a minor, and for dependents who are disabled or perform
“advanced studies” when under the age of 25 years; and

e CRC 31,440 annually for the spouse (if not legally separated), provided that both spouses are taxpayers. the tax credit may
only be claimed by one of them.

I. Treaty and Non-Treaty Withholding Tax Rates

Costa Rica has a Free Commerce Treaty with the USA, Central America and the Dominican Republic and double tax treaties with
Germany, Mexico, Spain and the United Arab Emirates.

Dividends (%) Interest (%) Royalties (%)

Domestic rates

Companies 54/15 03/15 25

Individuals 5/15 8/15 25
Treaty countries:
Germany? 5!/15 0/5% 10
Mexico® 5%/12 10 10
Spain 51/12 0°/57/108 10
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Dividends (%) Interest (%) Royalties (%)

United Arab Emirates® 5/15% 5/10% 12

Notes:

1. The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 20%
of the capital of the dividend-paying company.

2. Effective date: 1 January 2017.

3. Interest is exempt from withholding tax if paid to: (i) multilateral or bilateral development institutions (ii) development banks
or (iii) non-profit entities that are exempt from income tax.

4. The 5% reduced rate applies if the stock of the dividend-distributing company is traded on a recognized Stock Exchange and if
such stock was acquired in that market.

5. Effective date: 1 January 2020.

6. The 0% rate applies if (i) the beneficial owner is a contracting State or a political subdivision or local authority thereof or (ii)
the interest is paid in connection with the sale on credit of merchandise or equipment to an enterprise of a contracting State
or (iii) the interest is paid in respect of a loan made by a bank or another credit institution.

7. The 5% rate applies if the term of the loan is 5 years or more.

8. Asfrom 1 January 2017, under the application of a most favoured nation clause the 10% general rate is reduced to 5% (general
rate is 5% under the Costa Rica-Germany tax treaty).

9. Effective date: 1 January 2022.

10. The 5% reduced rate applies if the beneficial owner is a company (excluding groups of persons) that owns directly at least
20% of the capital of the dividend-paying company; if the described conditions in these provisions are met during a period of
365 days that comprehend the day of the payment of the dividends (in order to calculate this period, will not be considered
changes in the property that could derive directly from an entrepreneurial reorganisation, as for example a fusion or split) of
the owner company of the shares or that pays the dividends.

11.The 5% reduced rate applies if the maturity of the loan is at least 5 years.

12.The 0% rate applies (i) in case of interest arising in Costa Rica and paid in consideration of a loan guaranteed by the

Federal Republic of Germany in respect of export or foreign direct investment or paid to the Government of the Federal
Republic of Germany, the Deutsche Bundesbank, the Kreditanstalt fir Wiederaufbau or the Deutsche Investitions-und
Entwicklungsgesellschaft (ii) if interest is paid in connection with the sale of commercial or scientific equipment on credit (iii) if
interest is paid in connection with the sale of goods by an enterprise to another enterprise on credit (iv) if interest is paid for a
loan of any kind made by a bank being a resident of one of the Contracting States.
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Croatia

Member Firm

Contact Information

Zagreb Diana Anticic +385 16 187 155
diana.anticic@porezni-savjetnik.com

Basic Facts

Full name: Republic of Croatia
Capital: Zagreb
Main languages: Croatian
Population: 3.99 million (2024 estimate)
Monetary unit: Euro (EUR)
Internet domain: .hr
Int. dialling code: +385

Key Tax Points

e Companies resident in Croatia are subject to corporate tax on profit generated domestically and abroad. Non-resident
companies are subject to corporate tax only on profit generated domestically.

e There are no specific rules for branches or groups of companies. Each company is taxed separately.

e Transactions between related companies have to respect transfer pricing principles.

e The standard VAT rate is 25%. There are also reduced rates in place: 13%, 5% and 0% for certain supplies of goods and
services.

e Many types of payments are subject to withholding tax, such as salaries, dividends, interest and other income.

e Croatian residents — natural persons are subject to income tax on their worldwide income. Non-residents are taxed on income
generated in Croatia.

e Real estate tax is paid on real estate transactions (purchase, replacement, gift, etc.). A tax exemption may be applicable
subject to certain conditions.

A. Taxes Payable

Federal Taxes And Levies

Company Tax

Resident companies with a registered office or place of management and supervision in Croatia are taxed on their worldwide
income. Non-resident companies are taxed only on income derived in Croatia.

The tax year is usually the calendar year. However, the taxpayer can choose to have a fiscal year different from the calendar year,
which is subject to approval by the Tax Administration.

The profit tax is paid based on the determined tax base at the rate of:
e 10% if, during the tax period, revenue has been generated up to EUR 1 million; or
e 18% if, during the tax period, revenue has been generated in excess of EUR 1 million.

Taxpayers are required to submit a corporate income tax return no later than four months following the end of the tax period. The
tax liability and/or the difference in payment stated in the submitted income tax return is due for payment on the final day of the
deadline (4 months) even if the income tax return was submitted earlier.

Capital Gains Tax

Companies - Capital gains derived by a company from the sale of any capital assets are generally included in its ordinary profits.
However, gains from the company’s own shares (treasury shares) are not taxed.

Branch Profits Tax

There is no separate branch profit tax in Croatia. Trading profits and capital gains of a Croatian branch of a foreign company are
calculated and taxed on the same basis as those of a Croatian resident company and only for Croatian sourced income.

Based on an official opinion issued by the Croatian Tax Authority on 17 August 2017, distribution of ‘dividends’ from a Croatian
permanent establishment to its foreign head office is subject to withholding tax in Croatia.
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Value Added Tax (VAT)
VAT is payable on sales of goods and supplies of services, import of goods and intra-community acquisitions of goods.

The general VAT rate is 25%. Reduced rates of 13% (bed and breakfast accommodation, half board or full board at hotels or similar
establishments, newspapers and magazines of a newspaper publisher having a media statute, edible oils and fats, vegetable and
animal origin, baby car seats, baby diapers and baby food, tickets for concerts, menstrual supplies, water supply in terms of public
water supply, electricity supply, public utility waste collection service, fresh meat and fish supply, etc.), of 5% (all kinds of bread,
all kinds of milk, books of professional, scientific, artistic, cultural and educational content, medicines approved by the competent
authority for medicines and medical products, medical equipment, movie tickets, newspapers of publishers with a daily
newspaper statute, scientific journals; deliveries of natural gas, including fees related to this delivery, performed in the period
from 1 April 2022 to 31 March 2025; delivery of heat from thermal stations, including fees related to that delivery and delivery of
firewood, pellets, briquettes and wood chips, carried out by 31 March 2025, etc.), and 0% (delivery and installation of solar panels
on private residential buildings, residential premises and public and other buildings used for activities of public interest, and
delivery and installation of solar panels in the vicinity of such buildings, premises and buildings) are also levied.

Special Tax And Excise Duties

Special taxes are applicable to:

motor vehicles;

coffee and non-alcoholic beverages;

luxury products;

vehicle liability insurance premiums and comprehensive car insurance premiums;
excise duties.

e wWwN e

Excise duties are applicable to:
alcohol and alcoholic beverages;
2. tobacco products;
3. energy;

4. electricity.

=

Local Taxes

In Croatia, the following local taxes are payable:
inheritance and gift tax;

motor vehicles tax;

vessels tax;

slot machines tax;

consumption tax;

holiday homes tax;

use of public areas tax.

Noup,kwnNpE

Other Taxes

Fringe Benefits Tax

Fringe benefits are subject to salary tax according to the value of the benefit in kind. The fringe benefits are taxed at the level of
the employee and include the private use of a company vehicle, interest loan fees higher than 2% and any other non-business-
related expense for the benefit of the employee.

Real Estate Transfer Tax

Tax is charged at a rate of 3% of the market value of the real estate for transactions that include sale and any other means of
transfer of ownership of real estate. If VAT is paid, the transaction is not subject to real estate transfer tax.

B. Determination Of Taxable Income

The taxable income of a company (corporate income tax base) is determined in accordance with the accounting regulations as the
difference between revenue and expenses assessed in the profit and loss statement, adjusted for certain items that increase or
decrease the tax base.

The tax base can also be determined by the cash principle for realised revenue not exceeding EUR 2 million in the previous tax
period. The option is granted to taxpayers who are at the same time VAT taxpayers and are paying VAT based on the realised
income.

Depreciation

Depreciation is calculated by using the straight-line method over the estimated useful life of an asset. Standard annual
depreciation rates prescribed by the Corporate Income Tax Act can be doubled for tax purposes. The deduction for tax
depreciation cannot exceed the expense for accounting depreciation. Depreciation expense for personal cars and other vehicles
used for personal transportation, whose purchase cost exceeds 50 EUR, is tax deductible only for depreciation calculated on the
amount of up to 50 EUR. If the purchase cost exceeds said threshold, any depreciation above this amount is recognised only if the
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vehicle serves for a registered rental or transport activity.
Assets with an individual purchase value of less than EUR 665 (exclusive of VAT) are considered small inventory.

Standard depreciation rates prescribed by the Corporate Income Tax Act (max. tax deductible):

Buildings and ships over 1,000 gross registered tons 5%

Personal cars and primary herd 20%

Intangible assets, equipment, vehicles (excluding personal cars), machinery 25%
Computers, computer hardware and software, mobiles and network equipment 50%
Other non-mentioned assets 10%

Stock / Inventory

Inventories are valued at the lower of acquisition cost or net realizable value. They include acquisition costs, conversion costs and
other costs incurred in bringing inventories to their current location and condition. Accepted valuation methods include “first in,
first out” (FIFO) or weighted average method.

Allowable limits of inventory shortages are prescribed.

Capital Gains And Losses

Capital gains and losses are included in taxable income and are subject to regular corporate income tax rates. Specific rules apply
to unrealised gains and losses on certain types of assets and may not be taxable or not tax deductible, and may be recognised for
tax purposes in the period of the realisation of the asset.

Dividends

Dividends (profit distribution) are subject to:

e income tax on income from capital for resident natural persons - 12%;

e income tax on income from capital for non-resident natural persons - 12% (when a double tax treaty is not applicable);
e withholding tax for foreign companies - 12% (when a double tax treaty is not applicable).

Profit distribution to domestic companies is not taxable.

Interest Deductions
Interest on late payment is tax deductible unless due to related companies.

Interest expense on loans between related companies is deductible up to the amount prescribed by the finance minister and
published by the Croatian National Bank. For 2024 the maximum allowed interest rate is 3.25%. Interest expense calculation must
also comply with thin capitalisation rules.

The interest rate determined according to the transfer pricing rules and applicable to all contracts may be applied instead of the
maximum allowed interest rate of 3.25%.

Thin capitalisation

Interest paid or accrued on a loan is not deductible if (i) the loan is granted by a shareholder or member owning more than
25% of the share capital or voting power of the company and (ii) the loan exceeds the amount of four times the shareholder’s
or member’s share in the capital or voting rights. The thin capitalization rules do not apply to loans granted by banks or other
financial institutions.

Interest limit rule

As from 1 January 2019, the tax deductibility of interest is limited, in line with the EU Anti-Tax Avoidance Directive (ATAD)
(2016/1164). A deduction of excessive borrowing costs from the taxable base is limited if the following criteria are met:

e the borrowing costs exceed 30% of earnings before interest, tax, depreciation and amortisation (EBITDA).

e the borrowing costs in a financial year exceed EUR 3 million; and

If both criteria are established, it must be assessed whether the company is in a profit or loss-making position in order to
determine whether the borrowing costs which exceed EUR 3 million and 30% of EBITDA exceed the loss incurred. The portion
exceeding the loss will be taxed.

Non-deductible excessive borrowing costs can be carried forward for 3 years.

CFC rules

As of 1 January 2019, controlled foreign company (CFC) rules apply. A foreign company is regarded controlled by a Croatian
taxpayer if:
e the taxpayer by itself or together with its related parties holds a direct or indirect participation of more than 50% of the
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voting rights, owns directly or indirectly more than 50% of capital or is entitled to more than 50% of the profits of the foreign
company; and

e the actual corporate income tax paid on its profits by the foreign company is lower than 50% of the corporate income tax that
would apply for such profits under the corporate income tax law applicable to the taxpayer.

Under CFC rules, the following non-distributed income of a CFC may be attributed to the Croatian taxpayer, unless the CFC can

prove to have sufficient personnel, equipment, assets and premises:

e interest and other income generated by financial assets;

e royalties and any other income generated from intellectual property;

e dividends and income from the disposal of shares;

e income from financial leasing;

e income from insurance, banking and other financial activities; and

e income of invoicing companies deriving income from purchasing and selling goods and services purchased from and sold to
related parties.

Tax losses of the CFC may not be included in the taxable base of the taxpayer and the income of the CFC must be included in the
taxable base of the Croatian taxpayer proportionally to the participation in the CFC.

Exit taxation

Exit tax rules were implemented as of 1 January 2020 in compliance with the EU Anti-Tax Avoidance Directive (ATAD1; Council
Directive (EU) 2016/1164). The difference in the market value and the tax value of property is subject to tax when transferred out
of Croatia or tax residence is transferred out of Croatia, which may be paid over five tax periods where property is transferred to
an EU or EEA Member State with which a mutual assistance agreement has been concluded.

Hybrid mismatches

Hybrid mismatch rules were implemented in order to address double deduction and deduction without inclusion mismatches
in compliance with the EU Anti-Tax Avoidance Directive as amended by Council Directive (EU) 2017/952 (ATAD2). This includes
provisions for the disallowance of a deduction in the case of double deduction mismatch or when a payee does not include the
income in its tax base, and provisions for the inclusion of income that would otherwise lead to a mismatch if a corresponding
deduction is not disallowed in the payer’s jurisdiction.

The provisions regarding reverse hybrid mismatches entered into force on 1 January 2022.

Losses
Tax losses can be carried forward for up to five years. No carry-back is allowed.

Tax losses carried forward may be lost after a business combination (merger, acquisition, i.e.) and/or change of ownership of more
than 50% if the taxpayer did not perform any business activity in the two years preceding such an event or if the business activity
of the taxpayers changed within two years after such an event.

Tax Incentives

Tax incentives are available in accordance with the Corporate Income Tax Act and other special legislation regulating incentives.
Incentives can be granted for investment activities, business support activities, and activities with higher added value. The tax
base can hence be reduced by 50% to 100%.

Investment incentives depend on the amount invested and number of employees contracted. Employment incentives are granted
for creating new jobs and for training required by the new job.

C. Foreign Tax Relief

Foreign tax paid on income earned by a Croatian resident may be credited against his income or corporate tax liability. The income
should be earned directly or through a permanent establishment abroad. The tax relief may be granted up to the amount of the
Croatian corporate tax payable.

D. Corporate Groups

Consolidated returns or other tax reliefs for corporate groups are not allowed. Companies within the group must submit separate
tax returns and are taxed separately.

E. Related Party Transactions

Related parties shall mean parties wherein one party participates directly or indirectly in management, supervision, or capital of
the other party, or both parties participate directly or indirectly in management, supervision or capital of the company.

Transactions between related parties must be contracted under the terms and conditions that would be agreed upon between
unrelated parties. Companies should prepare and maintain transfer pricing documentation.

Interest paid or accrued between related parties must correspond to interest as would have been agreed upon between unrelated
parties. Any excessive interest payment is not deductible.
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Transfer pricing rules also apply to transactions between related domestic entities if one of the entities is entitled to tax relief or
has a right to carry forward tax losses from previous tax years.

F. Withholding Tax

Dividends

A withholding tax at the rate of 10% is levied on dividends paid out of profits earned after 29 February 2012 to non-resident
corporate shareholders.

Under the domestic law implementing the provisions of the Parent-Subsidiary Directive (2011/96), dividends and other

profit distributions paid by Croatian subsidiaries to non-resident EU or Swiss parent companies are exempt from withholding
tax in Croatia, subject to the condition that the parent company has held at least 10% of the capital of the subsidiary for an
uninterrupted period of a minimum of 24 months. Under article 15 of the European Union—Switzerland Exchange of Information
Agreement (2004), providing for measures equivalent to those laid down in the Savings Directive (2003/48), the qualifying
participation for Switzerland is 25%.

Interest

A withholding tax at the rate of 15% is levied on interest paid to non-resident companies (except for interest on commodity loans
taken for business purposes, interest on loans from foreign banks and financial institutions and interest on corporate and state
bonds).

Under the domestic law implementing the provisions of the Interest and Royalties Directive (2003/49), interest payments by
a Croatian company to a non-resident EU or Swiss company are exempt from withholding tax on interest, provided that the
recipient company is

(i) residentin another EU Member State or Switzerland, or such a company’s permanent establishment is situated in another EU
Member State or Switzerland;

(i) subject to a corporate income tax listed in the Directive, and

(iii) an associated company of the paying company.

Two companies are “associated companies” if:

(i) one of them holds directly at least 25% of the capital of the other, or
(ii) a third EU company holds directly at least 25% of the capital of the two companies.

In both cases, an uninterrupted holding period of a minimum of 2 years is required.

Royalties
A withholding tax at the rate of 15% is levied on royalties and other intellectual proprietary rights paid to non-resident companies.
See the interest paragraph above on the implementation of the Interest and Royalties Directive (2003/49) into Croatian law.

Outbound royalties are not subject to VAT.

Non-cooperative jurisdictions

As a measure for fighting tax evasion and avoidance, Croatian corporate profit tax law has also introduced a punitive withholding
tax rate of 25% for all taxable transactions, including payment of compensation for services such as market research, tax and
business consulting, and auditing services, when paid to persons having their headquarters, place of effective management

or supervision of business in the countries placed on the EU list of non-cooperative jurisdictions for tax purposes (e.g., Guam,
Panama, Seychelles, etc), unless otherwise provided in individual double taxation treaties.

G. Exchange Control

The Croatian National bank and the Foreign Exchange Act regulate domestic and foreign currency transactions. There are no
restrictions on transfers of paid-in share capital, dividends, profit, interest, loyalty, and similar payments.

H. Personal Tax

Income tax is chargeable on Croatian residents/natural persons for income generated in Croatia and abroad.

Croatian residents are taxed on the following types of income:

e income from employment (progressive taxation, rates from 15% to 23.6% (up to 50,400 EUR annually) and from 25% to 35.4%
(over 50,400 EUR annually);

e income from self-employment (progressive taxation, rates from 15 to 23.6% as a lower rate and from 25% to 35.4% as a higher
rate);

e income from property and property rights (tax rate 12% and 24%)

e income from capital (tax rate 12%, 24% and 36%)

The level of the lower and higher rates is determined independently by each unit of local government and self-government and is
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publicly announced. The rate is applied according to the place of residence.

Income from employment, self-employment and other income are annual income. For these types of income, the annual tax
calculation is carried out. When calculating the annual tax liability, advanced paid tax (paid withholding tax for salaries and other
income) is included.

Income from property, property rights and capital is considered final income. They are subject to withholding tax and are not
included in the annual tax liability.

Capital Gains

e Capital gains derived from the sale of financial assets — for example, shares (i.e., business quota in Croatian LLCs), stock,
financial market instruments, derivatives, etc. — is taxed as income of both resident and non-resident individuals (i.e., the
disposal of financial assets by legal entities is not subject to capital gains tax). The applicable tax rate is set at 12%. The tax
basis is calculated as the difference between the capital gains and capital losses occurring within the same calendar year. The
taxpayer is under an obligation to pay capital gains tax until the end of February for the previous year.

There are a number of exceptions related to payment of capital gains tax. Most notably, capital gains tax will not be paid in
case of:

— transfer of financial instruments between spouses and immediate family;

— inheritance of financial instruments; and

— the disposal of financial instruments more than two years from the day the financial instrument was acquired.

e Capital gains from the sale of immovable property and proprietary rights are taxed by way of final withholding. The taxable
amount is the market value of the property less the acquisition price (adjusted for inflation) and costs of alienation. However,
such gains are not taxable if (i) the sale takes place after 2 years of ownership, (ii) the taxpayer or his dependants lived on the
property before the sale or (iii) the sale is directly connected with a divorce or with an inheritance.

Annual Income

The withholding liability for personal tax lies with the employer. The taxable base is calculated by applying prescribed tax
deductions and tax allowances to the total amount of the so-called “annual income”. The taxpayer’s personal deduction is a non-
taxable part of the income which amounts to EUR 560 per month. Tax rates are progressive and applicable to the taxable base
when assessing annual income, comprised of employment income, self-employment income and other income not considered as
final other income.

The applicable tax rates are:

Taxable income (EUR per year) Rate (%)

Up to 50,400 ‘ 15-23.6

Over 50,400 ‘ 25-354

Social Contributions

Employers calculate and pay contributions for their employees. Pension insurance contributions are calculated at a rate of 20%
on gross salary. Pension insurance contributions are withheld from the salary. Contributions for health insurance (16,5%) are
calculated on the gross salary but are at the employer’s expense.

I. Treaty and Non-Treaty Withholding Tax Rates

Dividends with Dividends in all .
Interest Royalties

(%) (%)

capital share other cases
(%) (%)

Non-treaty countries

Corporations 10 10 0/15/20 0/15/20

Individuals 10 10 10 20

Treaty countries:

Albania 10 10 10 10
Andorra®? 5 5 5 5
Armenia 0? 10 10 5
Austria 0? 15 5 0
Azerbaijan 510 10 10 10
Belarus 5! 15 10 10
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Dividends with Dividends in all

capital share other cases Int((;‘;est Roy(/;:;'ies
(%) (%)
Belgium 53 15 10 0
Bosnia and Herzegovina 5! 10 10 10
Bulgaria 5 5 5 0
Canada 5 15 10 10
Chile 57 15 5/15 5/10
China 5 5 10 10
Czech Republic 5 5 0 10
Denmark 52 10 5 10
Estonia 53 15 10 10
Finland 52 15 0 10
France 0? 15 0 0
Georgia 5 5 5 5
Germany 5& 15 0 0
Greece 52 10 10 10
Hungary 5! 10 0 0
Iceland 5 10 10 10
India 53 15 10 10
Indonesia 10 10 10 10
Iran 52 10 5 5
Ireland 5° 10 0 10
Israel 52/10° 15 5/10 5
Italy 15 15 10 5
Japan 5 10% 5 5
Jordan 51 10 10 10
Kazakhstan 52 10 10 10
Korea (South) & 10 5 0
Kosovo 52 10 5 5
Kuwait 0 0 0 10
Latvia 52 10 10 10
Lithuania 51 15 10 10
Luxembourg 53 15 10 5
Malaysia 53 10 10 10
Malta 54 5 0 0
Mauritius 0 0 0 0
Moldova 5t 10 5 10
Montenegro & 10 10 10
Morocco 8! 10 10 10
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Dividends with Dividends in all

capital share other cases Int((:/:;est RO\(/;:;'ies
(%) (%)
Netherlands 03 15 0 0
North Macedonia 51 15 10 10
Norway 15 15 0 10
Oman 0 0 5 10
Poland 52 15 10 10
Portugal 53 10 10 10
Qatar 0 0 0 0
Romania 5 5 10 10
Russia 56 10 10 10
San Marino 51 10 10 5
Serbia 5! 10 10 10
Slovak Republic &t 10 10 10
Slovenia 5 5 5 5
South Africa 51 10 0 5
Spain 0® 15 0 0
Sweden 52 15 0 0
Switzerland 52 15 5 0
Syria 52 10 10 12
Turkiye 10 10 10 10
Turkmenistan 10 10 10 10
Ukraine 5t 10 10 10
United Arab Emirates 5 5 5 5
United Kingdom SIS 10 5 5
Vietnam 10 10 10 10
Notes:

1. If the beneficial owner is a company which holds directly at least 25% of the capital of the company paying the dividends.

2. If the beneficial owner is a company (excluding partnership) which holds directly at least 25% of the capital of the company

paying the dividends.

If the beneficial owner is a company which holds directly at least 10% of the capital of the company paying the dividends.

When the dividends are paid by a company which is a resident of Croatia to a resident of Malta who is the beneficial owner.

5. If the beneficial owner is a company (excluding partnership) which holds directly at least 10% of the capital of the company
paying the dividends.

6. If the beneficial owner is a company (excluding partnership) which holds directly at least 25% of the capital of the company
paying the dividends and this share should be at least 100,000 USD.

7. If the beneficial owner is a company which holds directly at least 20% of the capital of the company paying the dividends.

8. If the dividends are paid to a company the capital of which is wholly or partly divided into shares, as long as it holds directly at
least 25% of the capital of the company paying the dividends.

9. If the beneficial owner is a company which holds directly at least 10 per cent of the capital of the company paying the
dividends where that latter company is a resident of Israel and the dividends are paid out of profits which are subject to tax in
Israel at a rate which is lower than the normal rate of Israeli company tax.

10. If the beneficial owner is a company (excluding partnership) which holds directly at least 25% of the capital of the company
paying the dividends and has invested to the capital of that company at least 150,000 EUR.

11. If the beneficial owner is a company which is a resident of the other Contracting State and controls, directly or indirectly,
at least 25% of the capital of the company paying the dividends (other than where the dividends are paid by an investment
vehicle as mentioned in subparagraph (b)).

12. When dividends are paid out of income (including gains) derived directly or indirectly from immovable property within the

hw
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meaning of Article 6. by an investment vehicle which distributes most of this income annually and whose income from such
immovable property is exempted from tax.
13. Effective date: 1 January 2024.
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Cyprus

Member Firm

Contact Information

Limassol Nicholas Stavrinides +357 25 868000
nicholas.s@pkf.com.cy

Nicosia Nicolas Nicolaou +357 22 462727
nicolas.nicolaou@pkf-nic.com

Basic Facts

Full name: Republic of Cyprus
Capital: Nicosia (Lefkosia to Greek Cypriots, Lefkosa to Turkish Cypriots)
Main languages: Greek, Turkish
Population: 1.27 million (2024 estimate)
Monetary unit: Euro (EUR)
Internet domain: .cy
Int. dialling code: +357

Key Tax Points

e Companies resident in Cyprus are subject to corporation tax on active income at 12.5%: non-resident companies only on
profits derived from Cyprus. Branches managed and controlled from Cyprus are taxed as resident companies.

e Capital gains tax applies to residents and non-residents disposing of immovable property situated in Cyprus, and shares in
companies owning such assets.

e VAT is charged on taxable supplies and imports at the standard rate of 19%. A reduced rate, zero rate and exemption regime
applies to the supply of certain goods and services.

e Inthe absence of a tax treaty, the tax paid on overseas income in a non-treaty country is normally allowed as a tax credit by
concession and proof of payment. The tax credit may not exceed the Cyprus corporation tax on the overseas income.

e Cyprus tax resident individuals are subject to income tax on worldwide income, non-residents are subject to income tax on
Cyprus-sourced income only. There are a number of tax deductions.

e Cyprus tax resident and domicile individuals are subject to defence contributions on dividend, interest and rental income.
Cyprus tax residents who are not Cyprus domiciles are exempted from defence contribution on their passive income
(dividends, interest).

e Anindividual is considered of a Cyprus domicile if he/she has a domicile of origin in Cyprus based on the provisions of the Will
and Succession legislation. Examples of domicile may include domicile of the parents at the time of birth or permanently living
and intending to live in a country.

¢ Notwithstanding the above, an individual who although not of a Cyprus origin has been a Cyprus tax resident for 17 out of the
last 20 years, prior to the relevant tax year, is considered as a Cyprus domicile.

A. Taxes Payable

Company Tax

A Cyprus resident company is subject to corporation tax on its worldwide income. Significant tax exemptions exist on dividend
income and profit from the sale of securities. Non-resident companies are subject to corporation tax only on profits derived in the
Republic. Resident companies are those companies whose management and control is exercised from Cyprus.

The corporation tax rate is 12.50%. Taxes are paid by two instalments in advance based on a provisional assessment, which should
be at least 75% of the final tax charge. A fiscal year is the calendar year.

Capital Gains Tax

Gains in respect of the sale of immovable property situated in Cyprus (including shares of a company having immovable property)
are subject to Capital Gains Tax. Both residents and non-resident persons are subject to capital gains tax if they own immovable
property in Cyprus. The applicable rate on the taxable income is 20%.

No tax is levied in respect of immovable property situated abroad. No tax is levied on capital gains in respect of profits on disposal
of shares of companies (other the ones which own immovable property in Cyprus).
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Branch Profits Tax

Branches of foreign companies managed and controlled from Cyprus are taxed as if they were Cyprus resident companies. Foreign
branch profits of Cyprus companies are relieved from Cyprus tax.

Value Added Tax (VAT)

VAT is generally imposed on taxable supplies of goods and services and undeveloped land for business purposes at the standard
rate of 19%.

Certain supplies of goods and services are charged at the reduced rates of 5% - 9%; others are zero-rated, notably ship
management services. Some supplies of goods and services are exempt from VAT: specifically, financial services, health and
welfare, insurance, and education.

The annual VAT registration threshold is EUR 15,600.

Cyprus has adopted the provisions of the EU Directive 2008/8/EC effective from 1 January 2010. Exports of goods or provision of
services to non-EU or to EU VAT registered persons are subject to 0%.

Fringe Benefits Tax

Certain benefits such as use of cars for private purposes, rent, school fees etc are considered as benefits in kind and taxed
accordingly.

Local Taxes

Local taxes include transfer fees on sale and purchase of property, stamp duty (only in respect of assets situated in Cyprus or
agreements executed in Cyprus).

Other Taxes

Contributions to the social insurance fund are paid on the salaries of resident employees. The total amount paid by an employer
can vary from 12 to 15% of the gross salary. The employee pays a further 8.8%. Employers contribute a further 2.90% and the
employees 2.65% on the National Health Scheme. The maximum salary on which contributions are paid is currently EUR 5,239 per
month and for the NHS EUR 180,000 per annum.

B. Determination of Taxable Income

Resident companies pay taxes on their net taxable profits. These are determined by pooling their worldwide income and
deducting allowable expenses, charges and capital allowances. Non-resident companies pay taxes on their Cyprus-sourced income
only.

Capital Allowances

Annual wear and tear allowances are allowed on various assets including plant and machinery; fixtures and fittings; commercial
vehicles; hotels; commercial buildings; industrial buildings; computer hardware and software; and loose tools. Allowances range
from 3% to 33% per annum. No capital allowances are given for saloon cars not used in the business.

Depreciation

Depreciation included in the financial statements of entities is disallowed for tax purposes, as capital allowances are given instead.
For accounting purposes, depreciation rates applied are those which write-off the assets over their useful life.

Stock / Inventory

Opening and closing stocks are normally stated at the lower of cost and net realizable value on a FIFO basis.

Capital Gains And Losses

Capital gains are computed separately and do not form part of the annual taxable income for corporation tax purposes. Indexation
allowance is available for the determination of the taxable gains and losses. Capital losses can be offset against capital gains.

Dividends

Dividends receivable are exempt from corporation tax. Resident companies withhold contributions to the defence fund of the
Republic on dividends paid only to Cyprus tax domicile and resident individuals at the rate of 17%.

Interest Deductions

Interest expense is deductible if the borrowing is wholly and exclusively for the purposes of producing income. Interest paid to a
connected party is a deductible expense.

Notional interest deductions

As an incentive for companies to be adequately capitalised, notional interest deductions are granted on the issue of share capital
to encourage avoidance of thin capitalisation. The tax deduction is up to 80% on the annual taxable income. Interest deductibility
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restrictions exist to the extent that a company has non-business assets.

The Anti-Avoidance Tax Directive (ATAD) provisions have been transposed into domestic tax legislation regarding interest
limitation rules. As from 1 January 2019, exceeding borrowing costs shall be deductible in the tax period in which they are
incurred only up to 30% of the taxpayer’s earnings before interest, tax, depreciation and amortisation (EBITDA). Exceeding
borrowing costs means the amount by which the deductible borrowing costs of a taxpayer exceed the taxable interest and
related revenues that the taxpayer receives according to national law. In cases where the companies are part of the same group,
exceeding borrowing costs and the EBITDA are calculated at the level of the group and comprise the results of all its members.

The above provisions do not apply in the following circumstances:

a) When exceeding borrowing costs are up to EUR 3 million;
b) When the taxpayer is a standalone entity.

Excess borrowing costs which cannot be set off against the taxable income in the current tax period can be carried forward to be
set off against the income of the taxpayer for the next five subsequent years.

Interest Income

Where interest in considered as profit close to the ordinary activities of the company, then such type of income is considered
as trading profit and not interest. Hence it is not subject to defence contribution and taxed at the corporate tax rate of 12.5%.
Examples include financing and insurance companies, interest from trade receivables etc.

Interest income is subject to a 17% defence contribution tax. If the recipient is a Cyprus non domicile individual defence
contribution is exempted.

Income From Intangible Assets — IP Box Regime

Please note the following with respect to income from Intangible assets:

e The cost of acquisition or development of the Intellectual Property is amortized equally for a period of 5 years, giving a 20%
taxable allowance each year.

e The existing IP Box regime grants deductions under a formula with a maximum deduction up to 80% of the profit deriving from
either royalty income (including compensation for improper use), or sale of qualifying intellectual property is deducted as a
tax expense, leaving only 20% of the net profit being taxed.

e Qualified IP include, inter alia, computer software and patents but not trademarks and goodwill.

Losses

Trading losses may be carried forward for a period of 5 years. Losses from overseas activities can be set off against chargeable
income for the year and can be carried forward subject to the 5 year period.

If, within any period of three years, there is both a change in the beneficial ownership of a company and a major change in the
nature of trade and, at any time before the change of ownership the activities in the trade become small or negligible, then no
trading losses incurred prior to the change in ownership are allowed.

Foreign Source Income

Cyprus has controlled foreign company legislation (CFC) legislation as to the extent of dividends from an overseas company.

Such dividends are taxed if the companies paying the dividend have activities the nature of which amounts to more than 50%
investment income and their country of residence imposes corporation tax which is less than 6.25% per annum. Both criteria must
apply in order for the tax to be charged.

The Anti-Avoidance Tax Directive (ATAD) provisions have been transposed into domestic tax legislation regarding CFC rules. As
from 1 January 2019, an entity or a permanent establishment of which the profits are not subject to tax or are exempt from tax in
Cyprus, is treated as a CFC where the following conditions are met:

a) Inthe case of an entity, the taxpayer by itself, or together with its associated enterprises holds a direct or indirect participation
of more than 50% of the voting rights, or owns directly or indirectly more than 50% of capital or is entitled to receive more
than 50% of the profits of that entity; and

b) The actual corporate tax paid on its profits by the entity or permanent establishment is lower than 50% of the corporate tax
that would have been charged on the entity or permanent establishment under the applicable corporate tax system of Cyprus.

Where an entity or permanent establishment is treated as a CFC, Cyprus shall include in the tax base the non-distributed income
of the entity or the income of the permanent establishment which is derived from the following categories:

i. Interest or any other income generated by financial assets;

ii. Royalties or any other income generated from intellectual property;

iii. Dividends and income from the disposal of shares;

iv. Income from financial leasing;

v. Income from insurance, banking and other financial activities;

vi. Income from invoicing companies earning sales and services income from goods and services purchased from and sold to
associated enterprises, adding no or little economic value.

The CFC rules are subject to certain exemptions.
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Tax Incentives
Some of the main incentives are as follows:

a) Low corporation tax of rates at 12.50%;

b) Non-resident entities are only taxed on their Cyprus-sourced income;

c) No withholding tax on payments of dividend and interest to non-residents and Cyprus domiciled individuals;
d) Profits and dividends from abroad are tax-free free subject to CFC rules stated above;

e) Restructuring legislation in line with the EU Merger Directive extending to companies in non-EU countries;
f) Up to 80% deduction from income from qualifying intellectual properties (royalties etc.);

g) Tax incentives on investors on issue of new share capital to innovative companies;

h) Notional interest tax deductions on new share capital issued;

i) A Cyprus holding company can pay virtually no tax on its profits; and

j) Taxincentives for employees coming to Cyprus from overseas (see further).

C. Foreign Tax Relief

Foreign tax paid on income of a Cyprus resident company is credited against the corporation tax, subject to Double Tax treaty
conditions. In the absence of a tax treaty, the tax paid in a non-treaty country is normally allowed as a deductible expense. Tax
paid is credited only if a similar concession is given to Cyprus companies in that particular country. The foreign tax relief cannot
exceed the Cyprus corporation tax on these profits.

D. Corporate Groups

Group loss relief is available to a group of Cyprus resident companies in relation to current year losses. Two companies will be
considered as part of a group if one company holds 75% of the voting share capital or distributable profits of the other, or both
companies are 75% subsidiaries of a third company. The group must be in existence within the whole fiscal year unless a company
was incorporated in the year.

E. Related Party Transactions

Transactions between related parties do not need to be adjusted for tax purposes as long as they are on ‘an arm’s length’ basis.
When there are transactions which are deemed as not at arm’s length, then tax adjustments apply on a notional basis.

F. Withholding Tax

Irrespective of the existence of a double tax treaty, national tax legislation does not impose withholding tax with the exception of
certain royalty payments if the IP is utilised in Cyprus. Cyprus has entered into double tax treaties with over 60 countries. Non-
resident companies have no obligation to withhold taxes on any payments they make.

Dividends paid (directly or indirectly) to non-resident shareholders and interest paid to non-residents are not subject to
withholding tax.

G. Exchange Control

There are no exchange controls in Cyprus.

H. Personal Tax

A person who is resident for 183 days or more in aggregate during the tax year is deemed to be tax resident.

A person who is resident for more than 60 days and does not spend more than 183 days in another country has the option to
become a Cyprus tax resident.

All individuals who are tax residents of the Republic are taxed on their worldwide income. Non-resident individuals are taxed
on income derived from Cyprus only. Income tax is payable on assessable income less allowable deductions. Assessable income
includes income from employment, rent, interest and profits from trade and business or professions.

Allowable expenses include social insurance and national health contributions and pension contributions.

Individuals taking up employment in the Republic, who were non-resident prior to employment are entitled to an allowance of
20% of remuneration up to a maximum of EUR 8,543 for a period of five years. Individuals with annual remuneration in excess of
EUR 100,000 are entitled to an increased allowance of up to 50% for a period of five years, without a maximum ceiling. Salaried
services rendered abroad for a total period of more than 90 days to a non-resident employer or at a PE abroad of a resident
employer are exempt from income tax.

The current tax rates are as follows:
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Taxable income (EUR) Normal tax rate (%)

0-19,500 0
19,501 - 28,000 20
28,001 - 36,300 25
36,301 - 60,000 30

Over 60,000 35

Pensions receivable from abroad by a resident in respect of services rendered outside Cyprus are still taxed at 5%, after deduction
of the first EUR 3,417 if the individual elects to do so.

I. Treaty and Non-Treaty Withholding Tax Rates

According to domestic tax legislation there is no withholding tax on dividend and interest payments to non-residents.

Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)

Domestic rates

Companies 0/17% 0/17% 0/30% 0/5/10%

Individuals 0 n/a 0 10
Treaty countries:
Andorra 0 0 0 0
Armenia 5 0* 5 5
Austria 10 10 0 0
Azerbaijan 0 0 0 0
Bahrain 0 0 0 0
Barbados 0 0 0 0
Belarus 15 5/10° 5 5
Belgium 15 10° 0/10 0
Bulgaria 10 54 7 10
Canada 15 15 15 0/10
China 10 10 10 10
Croatia® 5 5 0/5% 5
Czech Republic 5 0° 0 10
Denmark 15 0° 0 0
Egypt 10 528 10 10
Estonia 0 0 0 0
Ethiopia 5 5 5 5
Finland 15 56 0 0
France 15 107 0/10 0/5
Georgia 0 0 0 0
Germany 15 58 0 0
Greece 25 25 10 0/5
Guernsey 0 0 0 0
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Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)

Hungary 0 0 0/10 0
Iceland 10 58 0 5
India 10 10 10 10
Iran 10 5¢ 5 6
Ireland 0 0 0 0/5
Italy 0 0 10 0
Jersey 0 0 0 0
Jordan® 10 58 5 7
Kazakhstan®® 15 58 0/10 10
Kuwait 0 0 0 5
Kyrgyzstan 0 0 0 0
Latvia 10 0° 0/10 0/5
Lebanon 5 5 5 0
Lithuania 5 (05 0 5
Luxembourg 5 o 0 0
Malta 15 15 10 10
Mauritius 0 0 0 0
Moldova 10 5¢ 5 5
Montenegro 10 10 10 10
Netherlands?® 15 0% 0 0
Norway 15 o 0 0
Poland 5 o 5 5
Portugal 10 10 10 10
Qatar 0 0 0 5
Romania 10 10 10 0/5
Russia 15 512 0/5/15% 0
San Marino 0 0 0 0
Saudi Arabia 5 0 0 5/8
Serbia 10 10 10 10
Seychelles 0 0 0 5
Singapore 0 0 7/10 10
Slovak Republic 10 10 10 0/5
Slovenia 5 5 5 5
South Africa 10 51 0 0
Spain 5 o 0 0
Sweden 15 5¢ 10 0
Switzerland 15 ov 0 0
Syria 15 o' 10 10/15
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Individuals, Qualifying Interest Royalties
companies companies (%) (%)
(%) (%)
Tajikistan 0 0 0 0
Thailand 10 10 10/15 5/10/15
Turkmenistan 0 0 0 0
Ukraine 10 54 5 5/10
United Arab Emirates 0 0 0 0
United Kingdom 0 158 0 0/5
United States 0 0 0/10 0
Uzbekistan 0 0 0 0
Notes:

1. The 0% rate applies if the beneficial owner has invested in the capital of the dividend-paying company not less than the
equivalent of EUR 150,000 at the time of the investment.

2. The 10% rate applies if the beneficial owner holds directly at least 25% of the share capital of the company. The 5% rate
applies if the beneficial owner of the dividends has invested in the share capital of the dividend-paying company not less than
EUR 200,000.

3. The 10% rate applies if the beneficial owner is a company which holds directly or indirectly at least 25% of the capital of the
dividend-paying company.

4. The 5% rate applies if the beneficial owner is a company which owns directly at least 25% of the capital of the dividend-paying
company.

5. The 0% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the
capital of the dividend-paying company where such holding is being possessed for an uninterrupted period of no less than one
year.

6. The 5% rate applies if the beneficial owner is a company (other than a partnership) which controls directly at least 10% of the
voting power in the dividend-paying company.

7. The 10% rate applies if the beneficial owner is a company (other than a partnership) which controls directly at least 10% of the
voting power in the dividend-paying company.

8. The 5% rate applies if the beneficial owner is a company which holds directly at least 10% of the capital of the dividend-paying
company.

9. The 0% rate applies if the beneficial owner is a company (other than a partnership).

10. The 0% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the
capital of the dividend-paying company.

11.The 0% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 10% of the
capital of the dividend-paying company for an uninterrupted period of 24 months.

12.The 5% rate applies if the beneficial owner is (i) an insurance undertaking or a pension fund or (ii) a company whose shares
are listed on a registered stock exchange provided that no less than 15% of the voting shares of that company are in free float
and which holds directly at least 15% of the capital of the dividend-paying company throughout a 365 day period that includes
the day of payment of the dividends or (iii) the government, a political subdivision or local authority thereof or (iv) the Central
Bank.

13.The 5% rate applies if the beneficial owner is a company which holds at least 10% of the capital of the dividend-paying
company.

14.The 0% rate applies if the capital of the dividend-receiving company is wholly or partly divided into shares and provided that it
holds directly at least 10% of the capital of the dividend-paying company.

15. The 0% rate applies if the capital of the dividend-receiving company (other than a partnership) is wholly or partly divided into
shares and provided that it holds directly at least 10% of the capital of the dividend-paying company during an uninterrupted
period of at least one year.

16.The 0% rate applies if the capital of the dividend-receiving company is wholly or partly divided into shares and provided that it
holds directly at least 25% of the capital of the dividend-paying company.

17.The 5% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 20% of
the capital of the dividend-paying company and at least has invested in the acquisition of the shares or other rights of the
company the equivalent of at least EUR 100,000.

18.The 15% rate only applies if the dividend arises mainly out of profits from immovable property in the country where the
property is located.

19. Effective date: 1 January 2021.

20.The 5% rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 20% of the
capital of the dividend-paying company throughout a 365 day period that includes the day of the payment of the dividend.

PKF Worldwide Tax Guide 2024/25 262



21.

22.

23.

24,

25.
26.
.The 0% rate applies if the beneficial owner of the interest is a resident of Croatia and if such interest is paid (i) in connection

27

28

The 0% rate applies if the beneficial owner is (i) an insurance undertaking or a pension fund or (ii) the government, a political

subdivision or a local authority thereof or (iii) the Central Bank or (iv) a bank or the interest is paid in respect of the following

securities listed on a registered stock exchange: government bonds, corporate bonds or Eurobonds.

The 5% rate applies if the beneficial owner is a company whose shares are listed on a registered stock exchange provided that

no less than 15% of the voting shares of that company are in free float and which holds directly at least 15% of the capital of

the interest-paying company throughout a 365 day period that includes the day of payment of the interest.

Dividends paid to non-residents are not subject to withholding tax. However, effective 31 December 2022 dividends are

subject to a 17% withholding tax when paid by a Cyprus tax resident to companies that are:

— Resident in jurisdictions included in the EU blacklist of non-cooperative jurisdictions; or

— Incorporated/registered in a jurisdiction included in the EU blacklist and are not tax resident in any other jurisdiction not
included in the EU blacklist.

The following conditions apply:

— The dividend-receiving company holds directly, either alone or jointly with associated companies, more than 50% of the
capital or voting rights, or is entitled to receive more than 50% of the profits in the dividend-paying company; and

— The associated companies are also resident in an EU blacklisted jurisdiction or incorporated/registered in an EU blacklisted
jurisdictions and are not tax resident in any other jurisdiction not included in the EU blacklist.

Dividend payments from shares listed on a recognised stock exchange are not subject to withholding tax.

Interest paid to non-residents is not subject to withholding tax. However, effective 31 December 2022 interest is subject to a

30% withholding tax when paid by a Cyprus tax resident company to companies that are:

— Resident in jurisdictions included in the EU Blacklist; or

— Incorporated/registered in a jurisdiction included in the EU Blacklist and are not tax resident in any other jurisdiction not
included in the EU Blacklist.

The withholding tax does not apply to:

— Interest payments on securities listed on a recognised stock exchange; or

— Interest payments made by individuals.

Royalties paid to non-residents who are not engaged in any business (irrespective of the existence of a permanent

establishment) in Cyprus for the use of rights in Cyprus are subject to a final withholding tax:

— 5% on film royalties; and

— 10% on any other royalties, subject to the application of a lower rate under a tax treaty.

However, effective 31 December 2022, royalties are subject to a 10% withholding tax when paid by a Cyprus tax resident

company to companies that are:

— Resident in jurisdictions included in the EU Blacklist; or

— incorporated/registered in a jurisdiction included in the EU Blacklist and are not tax resident in any other jurisdiction not
included in the EU Blacklist.

The withholding tax does not apply in case of royalty payments made by individuals.

Under Cyprus domestic law implementing the provisions of the Interest and Royalties Directive (2003/49), outbound royalties

are exempt from withholding tax, provided that the beneficial owner of the royalties is an associated company of the paying

company and is resident in another Member State or such a company’s permanent establishment situated in another Member

State. Two companies are “associated companies” if (i) one of them has a direct minimum holding of 25% in the capital of

the other, or (ii) a third EU company has a direct minimum holding of 25% in the capital of the two companies. The relevant

companies must have a legal form listed in the Annex of the Directive and be subject to a corporate income tax. No minimum

holding period is required.

Effective date: 1 January 2023.

Effective date: 1 January 2024.

with the sale on credit of any industrial, commercial or scientific equipment, or (ii) in connection with the sale on credit of any
merchandise by one enterprise to another enterprise, or (iii) on any loan of whatever kind granted by a bank.

.The 0% rate applies if the dividends are beneficially owned by (i) a company which is a resident of the Netherlands and holds

directly at least 5% of the capital of the company paying the dividends throughout a 365-day period that includes the day of
the payment of the dividend (for the purpose of computing that period, no account shall be taken of changes of ownership
that would directly result from a corporate reorganisation, such as a merger or divisive reorganisation, of the company that
holds the capital or that pays the dividend) (ii) a recognised pension fund of the Netherlands which is generally exempt under
the company tax or corporate income tax laws of the Netherlands.

PKF Worldwide Tax Guide 2024/25 263



Czech Republic

Member Firm

Contact Information

Prague Jiri Valenta +420 606 667 142
jiri.valenta@pkfapogeo.cz

Basic Facts

Full name: Czech Republic
Capital: Prague
Main languages: Czech
Population: 10.5 million (2024 estimate)
Monetary unit: Czech koruna (CZK)
Internet domain: .cz
Int. dialling code: +420

Key Tax Points

e (Czech resident companies are subject to tax on their worldwide income. Non-resident companies are subject to tax on Czech-
sourced income.

e Capital gains are not taxed separately but included within ordinary income.

e VAT is applied to the provision of goods, transfer of real estate, provision of services and imports. The basic rate is 21%. As
from 1 January 2024 the reduced VAT rates of 10% and 15% converted into a single reduced VAT rate of 12%.

e Transfer pricing rules apply to non-arm’s length profit-sharing arrangements agreed between related parties.

e Areal estate tax is levied on land and buildings.

e Ordinary credits for foreign income tax on overseas income are available for Czech resident taxpayers where a relevant double
tax treaty is in place. If there is no tax treaty, the overseas tax is included in the tax expenses for the subsequent period.

e For 2023, the personal income tax rates are 15% and 23%. The rate of 23% applies to the excess part of income which exceeds
three times (four times until 1 January 2024) the annual average salary (CZK 1,582,812 for 2024 and 1,935,552 for 2023, due
to the increase of the annual average salary).The 15% rate applies to a separate tax base, in particular for foreign income from
capital assets.

e In addition to income tax, employees also pay social security and medical insurance contributions at the rate of 11.2 %
withheld by their employers from their gross wage. The employer’s part of social security and medical insurance contributions
represents an additional cost of 33.8% of gross wage.

e Withholding tax applies to dividends, licence fees, interest and related income and royalties.

A. Taxes Payable

Company Tax

Company tax is payable by Czech resident companies on income derived from worldwide sources. Non-resident companies are
required to pay the tax on income sourced in the Czech Republic. Resident companies are those which have their registered office
or place of management located in the Czech Republic. The corporate income tax rate is 19% for 2023 and this is applied to all
taxable profits of a business, including capital gains from the sale of shares (if not exempt under the participation exemption
regime). As from 2024 the corporate income tax rate is 21 %. Basic investment funds as defined in the income Act are subject to

a 5% tax rate. Subject to certain limitations, a pension company fund or an institution of pension insurance is subject to a 0% tax
rate.

A company may choose either a calendar year or an accounting year as its taxable period. Tax returns are due within three
months of the end of the tax period (in case of electronic submission the period is 4 months) or within six months for audited
entities or entities represented by a certified tax advisor. The tax is payable within the deadline for filing the tax return. Estimated
company tax payments (advance tax payments) are paid semi-annually or quarterly.

Online registration of sales

Taxpayers in the Czech Republic were obliged until Q1 2020 to electronically evidence sales derived from business activities when
they are made in cash, cheque, voucher or in any similar way. After this obligation was suspended due to the Covid-19 pandemic
the law on registration of sales was abolished with effect from 1 January 2023.

Exit tax

The relocation of the taxpayer’s business assets from the Czech Republic to another state will be treated as a transfer of assets for
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a consideration and corporate income tax will be levied. The consideration is determined as the price agreed between unrelated
parties under current business conditions.

Capital Gains Tax

Capital gains such as dividends, interest from owed securities, deposit accounts and deeds are subject to a 15% withholding tax.
Income of residents of countries outside the EU or EEA that don’t have a double tax treaty or tax information exchange agreement
in force with the Czech Republic are subject to a 35 % withholding tax. Dividend income is exempt from withholding tax if paid to
a resident of an EU member state in accordance with the EU Parent-Subsidiary Directive No. 2011/96/ EU.

The parent company must have a minimum 10% holding in the subsidiary’s registered capital for an uninterrupted period of at
least 12 months. The subsidiary must have the form of the entities indicated in the Parent-Subsidiary directive, be a tax resident
in an EU Member State and be subject to corporate income tax in this State. An exemption also applies under the same conditions
to dividends distributed by subsidiaries with their seat in Switzerland, Norway, Iceland or Liechtenstein. Moreover, a similar
exemption applies to the income arising from a transfer of shareholdings by a parent company in its subsidiaries within the EU.

The scope of exemption is extended to dividends distributed by qualified subsidiaries with their seat outside the EU where a
relevant double tax treaty is applicable and that are subject to a tax rate at a minimum of 12% both in the year of payment of
distribution of the dividend and in the previous year. The exemption also applies to income from the transfer of shareholdings by
parent companies in subsidiaries outside the EU under the same conditions.

Interest and royalties are tax exempt when paid by a Czech company to a parent company in another member state in the EU
or EEA (which is a shareholder of the Czech company and has held at least 25% of its share capital for a period of at least 24
months). It is necessary to apply for this tax exemption with the Czech tax authorities. The following documents must generally
be submitted: tax domicile certificate of the parent company, extract of the commercial register of the parent company, extract
of commercial register of the Czech company, the title of the licence fees, and confirmation from the tax authority of the parent
company that this income is subject to income or similar tax in the state of the parent company. In addition, the taxpayer can
apply for the tax exemption up to 2 years before the current tax period and up to a maximum of 3 years in advance.

income of tax residents as well as non-residents from revenues from bonds according to an act governing bonds and income
following from a right to repayment of bonds issued by a member state of the European Union or a country from the European
Economic Area is tax exempt.

For companies, capital gains are included within ordinary income in the year they arise and are taxed as part of their respective
taxable profits for the period. Capital gains are not taxed separately in the Czech Republic except for those from a foreign source.

Branch Profits Tax

There is no separate branch profits tax in the Czech Republic. The income of a Czech branch of a foreign company is subject to
taxation at the standard applicable 19% rate for 2023 and 21% from 2024. Attribution of profits to a branch, if it does not result
from its separately held bookkeeping, is commonly determined on the basis of the margins that are generally realised by resident
companies undertaking similar activities.

Value Added Tax (VAT)

Value Added Tax (VAT) is imposed on the domestic provision of goods, transfer of real estate, provision of services, including the
transfer or use of rights and importation of goods. As from 2024 there are three VAT rates; the standard rate of 21%, the reduced
rate of 12% and the zero rate. The 21% rate applies generally to supplies of goods and most services with some exceptions while
the 12% rate applies to selected services and some goods such as foodstuff. Printed books and e-books are VAT exempted as from
2024. The 12% rate applies in particular to pharmaceutical products, certain children’s nutrition and qualified mill products, and
services, such as transport, catering, accommodation, spa, tickets to theatres, museums and other cultural facilities, supply of
heat, cold, water.

With effect from 1 January 2023, the following changes to VAT legislation apply:

e Increase of the threshold to CZK 2 million for mandatory VAT registrations.

e Extension of the time limit up to 17 calendar days for responding to a notice of Control Statement.
e Halving the penalty for violation of the obligation related to the Control Statement.

The General Financial Directorate (GFD) issued new guidelines on the application of VAT changes from 2024, including the VAT
deduction for passenger cars with a purchase price of more than CZK 2 million.

For selected passenger cars (category M1 with a purchase price of more than CZK 2 million) that are part of the taxpayer’s fixed
assets, the right to deduct VAT is limited to CZK 420,000. If the taxpayer is required to claim the deduction only on a proportionate
basis, the VAT deduction limit will be reduced by the relevant coefficient.

Any sale of a vehicle for which the VAT deduction has been limited does not allow the right to adjust the VAT deduction above the
limit. An exception is made for taxpayers who acquire vehicles for the purpose of providing them via finance lease arrangements.
The exception does not apply to vehicles provided via operating lease arrangements.

Goods and services exported from the Czech Republic to non-EU countries are exempt from VAT. The principles of the Sixth VAT
Directive (771388/EU) have applied since 1 May 2004 to goods and services exported from the Czech Republic to EU countries. A
group of related parties may register as a single VAT taxpayer.
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An individual or a legal entity that carries out an economic activity becomes a taxable person or an identified person by force of
law, or registers voluntarily. Unlike a taxable person, an identified person is not entitled to claim VAT deductions. A taxable person
is obliged to submit a VAT return for every taxable period (monthly or quarterly), a control statement and a summary report,
which shall be submitted electronically.

Selected VAT payers will be obliged to submit the VAT Control Statement after 1 January 2016. It is introduced as an effective
tool to detect and prevent tax evasion and fraud. Its aim and purpose is to enable the tax authority to obtain information on
selected transactions carried out by taxable persons registered for VAT and along with other available information to identify
suspicious groups of taxable persons (chains, carousels), which are illegally withdrawing funds from the public budget. VAT Control
Statement is based on records for the purposes of VAT, which taxable persons registered for VAT are already obliged to keep.
Transactions which are declared in the VAT Control Statement:
1. Domestic taxable supplies (CZ) or receipt of advance payment;
2. Domestic acquisition of goods/services or providing of advance payment;
3. Received transactions from which the acquirer is obliged to declare VAT;
4. Special scheme for investment gold:

— Received Intermediary Service for which VAT is applied;

— Supply of VAT exempt investment gold for which a taxable person registered for VAT is entitled to deduct VAT; or

— Production of investment gold or transformation of gold into investment gold.

Deadline for submission of the VAT Control Statement, which cannot be extended, is as follows (CZ taxable persons registered for

VAT):

e Legal entities or group registration have to submit the VAT Control Statement no later than the 25th day after the end of each
calendar month,

e Individuals have to submit the VAT Control Statement on the same day as the VAT return (no later than the 25th day after the
taxable period: month or quarter, or special taxable period e.g. in an insolvency procedure etc.).

The taxpayer is obliged to submit a summary report, if he is obliged to declare:

e delivery of goods to a taxpayer in another member state;

e transfer of goods to another member state;

e the supply of goods to the purchaser under the simplified scheme of a triangular transaction;
e provision of services with a place of delivery in another member state.

A summary report shall be submitted:
e on a monthly basis, no later than 25th day following the end of each calendar month; or
e by the deadline to submit a VAT return, if the obligation to declare is based only on the provision of services.

Other Taxes

Tax on real estate property is levied on buildings, structures and land situated within the Czech Republic. The taxpayer is the
actual owner or in limited cases the user of the property. The rate depends on the size, quality, type and location of the property.
This tax is a tax deductible expense if it has been paid and is not part of the valuation of the property.

Income from inheritance and gifts is not subject to a specific tax but is included in the income tax regime and subject to tax at a
rate of 15% and 23% for individuals, and 21% for companies (broad exemptions apply to donations for individuals while income
from inheritance is exempt for all taxpayers).

Employers’ payment on behalf of their employees towards the workers’ social security and medical insurance is at the rate of 33.8
% of the gross payroll (social security premium payments are capped at CZK 1,935,552 for 2023 and CZK 2,110,416 for 2024).

During the period from 2023 to 2025, selected businesses such as banks, energy companies, oil companies and fossil fuel
extraction and processing companies, are subject to windfall tax at a rate of 60%. The windfall tax base is determined as the
difference between the tax base in the years 2023 - 2025 and the average of the tax bases for the last 4 years (i.e. 2018 -
2021) increased by 20%. Comparable average will not shift in time. The revenue from the windfall tax is intended to cover the
extraordinary costs that the state will incur in connection with the setting of maximum energy prices (price capping).

There is no Stamp Duty in the Czech Republic although an administrative fee may apply for certain documents. There is no net
wealth/worth tax in the Czech Republic.

B. Determination of Taxable Income

The company’s taxable income is determined by ascertaining assessable income and then deducting all allowable expenses. As
a general rule, expenses incurred on generating, securing and maintaining taxable income are deductible. Accordingly, these
expenses may be deducted and should be documented in the relevant tax return.

Depreciation

The tax law prescribes six groups of tangible assets for tax depreciation purposes using minimum depreciation periods ranging
from three to fifty years. Either straight-line or accelerated depreciation methods are available. The choice of a method is made by
the taxpayer and, once selected, cannot be changed for the remaining life of the asset.
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. L. Depreciation period

Office machines and computers, tools 1 3
Engines, motor vehicles, machines, audio-visual equipment 2 5
Elevators, escalators, turbines, air conditioning equipment, 3 10

electric motors, and generators

Buildings made of wood and plastic, long-distance lines, and pipes 4 20
Buildings (except for those listed in groups 4 and 6), roads, 5 30
bridges, tunnels
Administrative buildings, department stores, historical buildings, 6 50
and hotels

Tangible assets with economic useful lives of more than one year and acquisition prices higher than CZK 80,000 (instead of CZK
40,000 until 31 December 2020) are subject to tax depreciation. Buildings are always considered tangible assets. For tangible
assets purchased in the year 2020 there is the option to apply the acquisition price of CZK 80,000.

From 1 January 2021 intangible assets are no longer defined in the Income Tax Act. For tax purposes, intangible assets are
depreciated according to the Czech Accounting Act.

In connection with the COVID pandemic an accelerated depreciation regime has been adopted for assets falling into depreciation

groups 1 and 2 according to Annex No. 1 to the Income Tax Act (ITA). Assets purchased between 1 January 2020 and 31 December

2023, subject to the condition that the taxpayer is the first depreciator, may be depreciated as follows:

e Tangible assets included in depreciation group 1 purchased during the period 2020 - 2023 may be depreciated equally without
interruption up to 100% of the acquisition price for 12 months;

e Tangible assets included in depreciation group 2 purchased during the same period may be depreciated equally without
interruption by the taxpayer up to 100% of the acquisition price for 24 months (for the first 12 months up to 60% of the
acquisition price, for the next 12 months up to 40% of the entry price).

As from 1 January 2024, provisions have been implemented in the Income Tax Act and the Value Added Tax Act that limit the tax
deductible costs and the right to deduct for selected M1 vehicles that meet the definition of tangible assets under the ITA. The
extraordinary COVID depreciation for income tax purposes, where one was able to fully depreciate a car in 24 months, has ended.
The original five-year depreciation therefore applies again.

Also a cap was introduced on the total amount of these five-year tax depreciation allowances. If the purchase price is higher
than CZK 2 million, only a proportional part of depreciation calculated as the ratio of the amount of the expenditure limitation
(CZK 2 million) and the actual purchase price of the vehicle may now be included in tax deductible costs. This limit also applies to
subsequent technical improvements or additional increases in the initial price.

Also, extraordinary depreciation (a special type of highly accelerated depreciation) for newly acquired tangible assets would be
available only for electric vehicles acquired during the period from 1 January 2024 to 31 December 2028. Existing assets already
being depreciated under the extraordinary depreciation scheme would continue to be depreciated according to the existing rules.

Stock / Inventory

All trading stock is valued at purchase price, including ancillary costs incurred. Stock produced by the company’s own operation is
valued at internal costs. If a temporary reduction of stock value is non-tax deductible, corrective provisions are applied. Accepted
valuation methods include the use of the arithmetical average cost and first in first out (FIFO) methods but not last in first out
(LIFO) or the replacement-cost methods (except for livestock).

Dividends

If dividends are not tax exempt under the participation exemption regime, they are subject to a final withholding tax of 15 % or
the rate set in an applicable double tax treaty if paid to a non-resident. A tax exemption does not apply to a profit share paid
out as result of the liquidation of a company. A withholding tax of 35 % applies to dividends paid to resident entities of countries
which are not part of the EU or EEA and do not have an enforceable double tax treaty or tax information exchange agreement
with the Czech Republic.

Interest Deductions

Interest incurred for business purposes is broadly tax deductible. However, thin capitalisation rules apply which can restrict its
deduction. Notably, financial costs (e.g. interest plus other related costs, such as bank fees) of credits and loans for the relevant
tax period shall be considered non-deductible expenses for the proportion of related-party loans which exceed four times the
accounting equity (based on Czech GAAP) of the borrower. The non-deductible expense is the amount of the interest connected
to the part of the sum of credits and loans (including financing costs) from related parties by which it exceeds a 4:1 debt-to-equity
ratio (6:1 for banks and insurance companies) in the period for which the tax return is submitted.

Apart from the thin capitalisation rule, an additional interest limitation rule has been introduced:
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e The part of financial costs that exceeds 30% of EBITDA or 80 million CZK is non-deductible;

e All financial costs are taken into account for calculation purposes (not just interest paid to related parties);

e For calculation purposes the financial costs are reduced by financial costs which are non-deductible according to the thin
capitalisation rule and by the financial revenue.

Losses

Tax losses may be carried forward for five tax periods following the year in which the tax loss has been declared. As of 1 July
2020 losses may be carried back up to two tax periods before the period in which the loss arose. Losses arising (after 2004) may
be transferred within the framework of common taxation of a parent company and its subsidiary(ies) within the EU territory
(transfers of enterprises, mergers and demergers of enterprises) subject to strict conditions.

Incentives

Investment incentives are governed by the Investment Incentives Act and apply only to Czech entities (including Czech subsidiaries
of foreign companies). A variety of incentives are available including financial support for training or retraining of employees or
the creation of new jobs, capital expenditure grants and income tax relief. There are also incentives to support technology centres,
strategic services and the manufacturing industry of the Czech Republic. The application for tax relief related to investment
incentives is defined in the income tax Act.

C. Foreign Tax Relief

Ordinary credits for foreign income tax are available to resident taxpayers under Czech law where a double tax treaty exists which
indicates a tax credit as a method of avoidance of double taxation. The clearance or exemption method is available, according to
the particular double tax treaty. If there is no tax treaty relief, the legal entity will include the foreign tax paid as a tax expense for
the following period provided it was imposed on income which has been included in the Czech entity’s taxable income.

D. Corporate Groups

There is no group taxation in the Czech Republic. Each company is taxed as a standalone entity regardless of its ownership or
control relationships.

E. Related Party Transactions

Non-arm’s length pricing arrangements between related parties are addressed by transfer pricing legislation which allows the tax
authority to adjust the prices to reflect third party arm’s length values.

Where such adjustments are made by the tax authorities, which can be the result of an audit, additional tax liabilities and
penalties can arise which can also affect a company’s ability to claim investment incentives. As of the tax period 2014 qualified
companies are obliged to file a special form describing arrangements between related parties together with the corporate income
tax return. The Czech Republic tax authorities follow OECD pricing guidelines and an Advance Pricing Agreement (APA) between a
company and its related parties can be agreed upon.

CFC legislation was introduced in the Czech income tax Act with effect from 2019 (Section 83fa ITA). A Czech entity has to
include in its tax base selected income of its controlled foreign company(ies), i.e. a company in whose capital the Czech company
participates directly or indirectly for more than 50 %.

Another condition for the inclusion in the domestic tax base is that the foreign company does not carry out any substantial
economic activity and its tax liability abroad is lower than one half of the tax liability that such company would have if it were
taxed under domestic tax laws. If the foreign subsidiary qualifies as a controlled company under these conditions, its Czech parent
company will have to include its selected income, such as income from dividends, interest and royalties in its own tax base. The
Czech parent company may then offset any tax paid by the subsidiary on this foreign-sourced income against its tax liability.

F. Withholding Tax

Certain types of income of companies are subject to withholding tax at source. In the case of resident taxpayers, dividends from
Czech sources are subject to a final withholding tax at 15 % whereas interest and royalties are not subject to withholding tax
and are included in the general tax base. In the case of non-residents, dividends, interest and royalties are all subject to 15 %
withholding tax if an exemption does not apply — see more in particular above under the chapter ‘Capital Gains Tax’. Income of
residents of countries outside the EU or EEA which do not have a double tax treaty or tax information exchange agreement in
force with the Czech Republic are subject to 35 % withholding tax.

In case the exemption applies a taxpayer paying income exceeding CZK 300,000 to a foreign resident needs to inform the Czech
tax authority about this payment.

G. Exchange Control

The Foreign Exchange Act allows the Czech currency to be used freely to pay for business and other costs, for direct investment
and reinvestment and for purchase of real estate property abroad. Capital transfers have been deregulated but the reporting
duty has been retained. Sales of foreign currency and gold are permitted where one of the parties is an entity holding a licence or
foreign currency permit.
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H. Personal Tax

Income tax is payable by Czech resident individuals on income derived from worldwide sources. Non-resident individuals are
only required to pay tax on Czech-sourced income. Tax residence is determined by reference to permanent home or whether the
individual has spent at least 183 days of the relevant calendar year in the Czech Republic.

Income tax is payable on the total tax base from different types of income. Taxable income of individuals includes employment
income, business income, certain capital gains, dividend income, rental income, interest income, annuities and other income
including benefits in kind related to such income. Generally, the tax base is calculated as the difference between assessable
income and tax-deductible allowable expenses. Expenses cannot be claimed for employment income or capital gains (most

of which are subject to withholding tax). Employment income cannot be reduced by losses of any other categories of income.
Income from business or rental operations can be reduced by losses derived from other categories. Income from employment is
taxable on an individual basis and is reduced by some deductible items and personal allowances.

For 2023, the personal income tax rates are 15% and 23%. The rate of 23% applies to the excess part of income which exceeds
three times (four times until 1 January 2024) the annual average salary (CZK 1,582,812 for 2024 and 1,935,552 for 2023, due to
the increase of the annual average salary).

Employees hired under an employment contract under Czech law pay social security and medical insurance contributions at the
rate of 11,2% withheld by their employers from their gross wages. This represents 6.5% for social security and 4.5% for health
insurance. The contribution rates for the employer are 24.8% for social security and 9% for health insurance. Medical insurance
and social security contributions are also paid by self-employed individuals at a percentage of 29.2% for social security and of
13.5% for health insurance.

The maximum annual social security contributions limit which applies to both employees and entrepreneurs is 48 times the
average monthly wage per year (CZK 1,935,552 for 2023 and CZK 2,110,416 for 2024).

A deduction of up to CZK 48,000 per year is available for private contributions paid on private life insurance, for private
contributions paid to a private pension insurance fund and long-term investment products. Contributions paid during the year can
be claimed in the taxpayer’s Czech personal income tax return or year-end tax settlement in the total amount of CZK 48,000 per
year.

A deduction of up to CZK 150,000 per year is available for interest paid on a mortgage for the taxpayer’s permanent home,
subject to certain strict conditions.

Income from a sale of shares represents part of an individual’s total income tax base and is subject to a 15 % tax rate. Shares
sold for less than CZK 100,000 in the course of one taxable period are exempt from taxation. Similarly, if an individual has owned
property for longer than a certain time (depending on property), the gain arising from the sale of that property is exempt from
tax.

Qualifying donations to social, scientific, cultural, educational and sport organizations, including those established in another EU
Member State or EEA country, as well as to municipalities, are allowable deductions from the aggregated taxable base provided
the total value of donations is at least 2% of the taxable base or CZK 1,000. The total amount of deductible donations in a tax year
shall not exceed 15% of the taxable base.

Due to the effects of the COVID-19 pandemic, the limit for the total amount of deductible donations in a tax year has increased
from 15% to 30% of the taxable base. This increase applied only temporarily for calendar years 2020, 2021, 2022 and 2023.

Tax returns are due on 1 April (1 May in case of electronic submission) or 1 July if prepared by a certified tax advisor. Instalments
to income tax from employment income are paid monthly. Payments on account of tax on income from business operations,
rental income, etc. are made semi-annually and quarterly, as for corporations, based on the last known tax liability.

Inheritance and Gift Taxes have been abolished. From 2014 any income from an inheritance and from gifts is part of personal
income tax (and therefore subject to the flat rate of 15% and 23%). Any income from an inheritance is exempt from income tax
whereas the exemption of the income from a gift depends on the level of kinship of the beneficiary of the gift to the donator.

From 2021 and subject to certain conditions, self-employed persons can pay personal income tax and social security and health
insurance premiums through the so-called flat-rate tax. The taxpayer submits a notification of entry into the flat-rate scheme to
the tax administrator by 10th January of the respective year, in which the taxpayer chooses a flat-rate scheme band (based on
income in the previous year; three bands are in place with respective eligible income).

I. Treaty and Non-Treaty Withholding Tax Rates

Dividends? Interest? Royalties?®

(%) (%) (%)
Non-treaty countries: 15/35 15/35 15/35

Treaty countries:

Albania 5/15 0/5 10
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Dividends? Interest? Royalties?®

(%) (%) (%)
Armenia 10 5/10 5/10
Australia 5/15 10 10
Austria 0/10 0 5
Azerbaijan 8 5/10 10
Bahrain 5 0 10
Bangladesh* 10/15 10 10
Barbados 5/15 5 5/10
Belarus 5/10 0/5 5
Belgium 5/15 0/10 0/5/10
Bosnia and Herzegovina 5 0 0/10
Botswana 5 0/7.5 7.5
Brazil 15 10/15 15/25
Bulgaria 10 0/10 10
Canada 5/15 0/10 10
Chile 15 4/5/10/15 5/10
China 5/10 0/7.5 10
Croatia 5 0 10
Cyprus 0/5 0 0/10
Denmark 0/15 0 0/10
Egypt 5/15 0/15 15
Estonia 5/15 0/10 10
Ethiopia 10 0/10 10
Finland 5/15 0 0/1/5/10
France 0/10 0 0/5/10
Georgia 5/10 0/8 0/5/10
Germany 5/15 0 5
Ghana 6 0/10 8
Greece Local rates 0/10 0/10
Hong Kong 5 0 10
Hungary 5/15 0 10
Iceland 5/15 0 10
India 10 0/10 10
Indonesia 10/15 0/12.5 12.5
Iran 5 0/5 8
Ireland 5/15 0 10
Israel 5/15 0/10 5
Italy 15 0 0/5
Japan 10/15 0/10 0/10
Jordan 10 0/10 10
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Dividends* Interest? Royalties®

(%) (%) (%)
Kazakhstan 10 0/10 10
Korea (North) 10 0/10 10
Korea (South) 5 0/5 0/10
Kuwait 0/5 0 10
Kyrgyzstan 5/10 0/5 10
Latvia 5/15 0/10 10
Lebanon 5 0 5/10
Liechtenstein 0/15 0 0/10
Lithuania 5/15 0/10 10
Luxembourg 0/10 0 0/10
Malaysia 0/10 0/12 12
Malta 5 0 5
Mexico 10 0/10 10
Moldova 5/15 5 10
Mongolia 10 0/10 10
Montenegro 10 10 5/10
Morocco 10 0/10 10
Netherlands 0/10 0 5
New Zealand 15 0/10 10
Nigeria 12.5/15 0/15 15
North Macedonia 5/15 0 10
Norway 0/15 0 0/5/10
Pakistan 5/15 0/10 10
Panama 10 0/5/10 10
Philippines 10/15 0/10 10/15
Poland 5 0/5 10
Portugal 10/15 0/10 10
Romania 10 0/7 10
Russia 10 0 10
Saudi Arabia 5 0 10
Serbia 10 0/10 5/10
Singapore 5 0 10
Slovak Republic 5/15 0 0/10
Slovenia 5/15 0/5 10
South Africa 5/15 0 10
Spain 5/15 0 0/5
Sri Lanka 15 0/10 0/10
Sweden 0/10 0 0/5
Switzerland 0/15 0 5/10
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Dividends? Interest? Royalties?®

(%) (%) (%)
Syria 10 0/10 12
Tajikistan 5 0/7 10
Thailand 10 0/10 5/10/15
Tunisia 10/15 0/12 5/15
Turkiye 10 0/10 10
Turkmenistan 10 0/10 10
Ukraine 5/15 0/5 10
United Arab Emirates 0/5 0 10
United Kingdom 5/15 0 0/10
United States 5/15 0 0/10
Uzbekistan 5/10 0/5 10
Venezuela 5/10 0/10 12
Vietnam 10 0/10 10

Notes:

1. If the recipient is a company that owns at least a certain amount of the capital, or a certain amount of the voting shares of the
company paying the dividend directly, then the lower rate applies. Dividends paid to residents of countries outside the EU and
the EEA which do not have an enforceable double tax treaty or tax information exchange agreement with the Czech Republic
are subject to 35 % withholding tax.

2. When interest is received by the government or a state-owned institution or is paid by the government then the lower rate
applies. Interest paid to residents of countries outside the EU and the EEA which do not have an enforceable double tax treaty
or tax information exchange agreement with the Czech Republic are subject to 35 % withholding tax.

3. Cultural royalties are generally subject to the lower rate. Royalties paid to residents of countries outside the EU and the EEA
which do not have an enforceable double tax treaty or tax information exchange agreement with the Czech Republic are
subject to 35 % withholding tax.

4. Effective from 1 January 2022.

PKF Worldwide Tax Guide 2024/25 272



Denmark

Member Firm

Contact Information

Copenhagen Hans Munkebo Christiansen +45 43 96 06 56
h.munkebo@pkf.dk

Basic Facts

Full name: Kingdom of Denmark
Capital: Copenhagen
Main languages: Danish
Population: 5.93 million (2024 estimate)
Monetary unit: 1 Danish Krone (DKK) = 100 Ore
Internet domain: .dk
Int. dialling code: +45

Key Tax Points

e Danish resident companies are subject to corporate income tax on Danish profits (including gains) and to some extent on
foreign-sourced income. Non-resident companies pay tax on income sourced in Denmark.

e Branches of foreign companies are subject to tax on income derived from activities in Denmark.

e Danish companies within a group, along with Danish permanent establishments and real estate owned by foreign subsidiaries
are subject to compulsory Danish joint taxation.

e Value added tax is applied at a standard rate, but subject to zero-rating and exemption. Danish legislation generally follows EU
Directives.

e A property tax is levied locally.

e A controlled foreign company (CFC) system operates to attribute profits of a foreign subsidiary to a Danish parent where the
activities of the subsidiary are mainly financial.

e Unilateral and tax treaty relief are available for foreign tax levied on profits subject to Danish corporate income tax.

e Dividends, interest and royalty payments are subject to withholding tax, unless exempted under a relevant double tax treaty.

e Individuals resident in Denmark are taxable on worldwide income, non-residents on Danish-sourced income.

e A special basis of assessment is available for some expatriates employed temporarily in Denmark for a maximum of 84
months.

A. Taxes Payable

Federal Taxes and Levies

Company Tax

Resident corporations are subject to Danish corporate income tax on their profits in Denmark and, to some extent, on income
sourced abroad. Non-resident companies are required to pay tax on income sourced in Denmark. Resident corporations include
all Danish companies registered with the Danish Commerce and Companies Agency, as well as certain non-registered companies
that are treated as residents. Companies incorporated under the laws of another country may be considered to be resident in
Denmark if their central management and control is exercised in Denmark.

Corporate income tax is charged at 22%. Tax is paid on account on a current year basis in two instalments on 20 March and 20
November during the tax year, with a final instalment due on 20 November following the end of the tax year.

Capital Gains Tax

Capital gains/losses on disposals of assets are, in general, included in taxable income and subject to tax at the normal corporate
tax rate. Capital gains on disposals of shares are exempt unless the shareholding is less than 10% in a listed company. Capital
losses on disposals of other shares are deductible, if they can be offset against gains on other shares in a listed company. Capital
gains on disposals of assets and liabilities of a Danish permanent establishment are taxable in Denmark. This applies also to
Danish real estate.

Branch Profits Tax

Branches of foreign companies are taxed on income derived from their activities in Denmark. Tax is calculated at the corporate tax
rate of 22%.
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Value Added Tax (VAT)

Danish value added tax (VAT) is levied at a standard rate of 25% of the sale price of most goods and services and the legislation
generally follows EU Directives. No graduated rates exist. Certain services are exempt, including most banking and medical
services. Instead, a payroll tax of between 3.54% and 15.3% is charged on the actual payroll or, in certain cases, on the result
before interest and capital gains. Exports are zero rated.

Fringe Benefits Tax (FBT)

The tax value of most benefits in kind is, in principle, the fair market value. Employees are taxed on benefits in kind received. The
cost of benefits in kind is deductible for tax purposes by the company.

Local Taxes

Property Tax

Owners of real estate are subject to a local property tax based on the value of the land. The tax is levied at various local rates
ranging from 0.3 % to 1.8%.

Other Taxes

Transfer tax is levied on registration only. A change in ownership of real estate is charged at the rate of 0.6% + DKK 1,850 and on
mortgages at 1.45% + DKK 1,825. Different rates apply to registrations of ships and aircraft.

Stamp Duty only applies to certain insurance policies.

Social Security Taxes

Social security is funded almost entirely through income taxes. The only exceptions are the ATP and Health Contribution. ATP
is a supplementary State pension scheme. The employer pays DKK 2,271 (2024) annually and employees pay DKK 1,136 (2024)
annually.

Health Contribution is collected from employees and self-employed persons. The contribution is levied on gross salary and
business income respectively at the rate of 8%. The employer withholds the contribution for the employee and the amount of the
contribution is deductible when computing the employee’s personal income.

B. Determination of Taxable Income

Net or taxable income is arrived at by adjusting the accounting profits for non-taxable income and non-deductible items.

Depreciation

Assets which cost less than DKK 33,100 (2024) or have an estimated useful life of less than three years can be written off
immediately. Ships of less than 20 tons, machinery, furniture and other equipment are generally depreciated collectively using the
declining-balance method. The balance may be written off at a maximum rate of 25%.

Buildings for manufacturing etc. are depreciated under the straight-line method according to the useful life. The normal rate is
3% per annum. If the useful life is less than 33 years, the rate will be increased accordingly. Depreciation of office buildings and
dwelling houses is not allowable for tax purposes.

The cost of goodwill, know-how, etc., may be depreciated over seven years using the straight-line method.

Stock / Inventory

Inventory may be valued at cost or market value.

Capital Gains And Losses

See discussion above.

Dividends

Dividends received from a subsidiary are basically exempt from tax if the parent company owns 10% or more of the share capital
during a 12-month period in which the dividend is received. It is a requirement that the dividend-paying company is resident
within the EU or in a tax treaty country and that it is not a ‘flow-through’ entity. Specific rules apply to dividends received from a
subsidiary in a non-EU and non-treaty country. Withheld tax will be considered as a tax payment on account.

Interest

Interest income, except interest on overpaid corporate tax, is included in taxable income. Companies must compute this income
on an accruals basis. In general, interest paid is deductible whether due to foreign or resident creditors and regardless of the
purpose of the debt. However, limitations may apply due to Danish thin capitalisation rules and limitations apply if net financial
expenses exceed DKK 22.3 million (2024). Interest on overdue tax is not deductible.
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Losses

Losses may normally be carried forward indefinitely. It is possible to deduct DKK 9,457,500 (2023). If the profit exceeds DKK
9,457,500 (2024), it is possible to deduct 60% of the remaining profit. However, losses may not be offset against interest and
other capital income, net of interest paid, if more than 50% of the shares in the company have changed ownership since the loss
was incurred. If a company enters into a settlement with creditors, losses carried forward are reduced by the nominal amount of
debt cancelled.

In cases where the company receives a capital contribution in connection with a reconstruction from a principal creditor and the
company subsequently repays its debts to the creditor, tax losses from income years up to and including the year of the capital
contribution will be reduced by an amount equal to the capital reduction. Furthermore, tax losses cannot be offset against future
taxable income if the company has no activity at the time the transfer was agreed. Losses cannot be carried back.

Controlled Financial Company (CFC) Income

Profits made by Danish financial companies or foreign subsidiaries will be taxed in Denmark if the Danish parent company
(directly/indirectly) controls the company (votes/decisive influence) and if the business of the company is mainly of a financial
nature (i.e. more than half of its gross income is derived from certain financial activities).

Credit is given for foreign taxes paid on foreign income. Losses resulting from activities in foreign countries cannot generally be
deducted from the Danish-sourced income unless voluntary global joint taxation has been chosen.

C. Foreign Tax Relief

Danish tax law provides for unilateral relief for foreign taxes paid on some types of income (dividends, royalties, etc). Such relief
may not exceed the Danish tax liability that relates to the foreign income concerned. If a tax treaty is in force, relief may be
restricted to the tax that the foreign state is entitled to levy under the treaty. If income is earned in a country with which Denmark
has no tax treaty, any foreign tax is relieved by the credit method under domestic tax rules. No Danish tax credit is given for
foreign permanent establishment profit or real estate profit unless voluntary global joint taxation is elected for. Thus, Denmark
has adopted the territoriality principle for Danish companies.

D. Corporate Groups

Danish companies within a group, along with Danish permanent establishments and real estate of foreign subsidiaries are subject
to compulsory Danish joint taxation. Such companies must have the same financial year. The group taxation allows the pooling of
profits and losses. Losses of one company can be offset against profits of another company.

Such a group may elect to enter into a voluntary global joint taxation arrangement with foreign group companies and foreign
permanent establishments and real estate. If voluntary global joint taxation is opted for, all foreign group companies, permanent
establishments and real estate ‘above’ and ‘below’ Denmark must be included in the joint taxation (cf. ‘global’). In this case,
capital gains derived by non-residents from disposals of Danish shares or bonds may be subject to tax in Denmark.

The foreign entities’ income, assessed according to Danish rules, is then included in the Danish taxable income of the group, but
normally no additional Danish tax is imposed because a tax credit for foreign corporate tax paid is allowed. The inclusion may
allow foreign tax losses to be offset against Danish taxable profits. Special rules apply with respect to exemption/credit for foreign
taxes and claw back provisions respectively.

E. Related Party Transactions

Related party transactions must be in accordance with the arm’s length principle.

F. Withholding Tax

Danish outbound dividends are generally subject to a 27% withholding tax. Outbound interest payments are generally subject to a
30% Danish withholding tax. However, several modifications apply, and under most tax treaties this withholding tax is reduced or
refunded. Outbound royalty payments under industrial, commercial or scientific agreements are subject to a 30% withholding tax.
Under most tax treaties, this withholding tax is reduced or refunded.

G. Exchange Controls

In general, Denmark does not impose exchange controls on business activities.

H. Personal Tax

Individuals are deemed to be residents of Denmark for tax purposes if they occupy accommodation in Denmark as their
permanent place of abode or remain in the country for a period of six months or more. Tax residency is normally terminated upon
emigration. Some assets will be deemed to be taxed as sold at market value on the date of departure. Any profit will be taxed in
Denmark.

Residents are subject to Danish taxation on their worldwide income. Non-resident individuals are subject to tax on Danish-
sourced income, including dividends, royalties, profits from Danish permanent establishments, profits from real estate and
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salaries earned from work performed in Denmark.

Profits made by more than 50% held (shares/votes) financial companies established in low tax countries are taxable in Denmark at
22% (CFC). The CFC taxation generally only applies if the company’s financial income is more than 50% of its total income but may
not apply if the company is established in an EU or a tax treaty country. Dividends and gains and losses on the disposals of shares
are taxed jointly. The tax rate on this income is 27% on amounts up to DKK 61,600 and 42% on the surplus (2024).

Personal income includes all remuneration received from the taxpayer’s employer, whether in cash or kind, such as free lodging,
free use of a car, free use of the telephone etc. Pension payments, unemployment benefits etc. are also included in personal
income. After deduction of Labour Market Contributions of 8% (for 2024) on gross salary and business income, tax due on the

total taxable income and its components is determined as follows:

e A basic charge of 25.7% (average) on taxable income is due to the municipality and church, in which the taxpayer lives;
e The basic State tax rate is 12.1% on taxable personal and positive interest income (2024); and,

e An additional higher rate of 15% is levied on income exceeding DKK 588,900 (2024).

Some expatriates who are employed in Denmark for a maximum period of 84 months can, under certain conditions, choose to be
taxed on their gross salary by a final tax instead of ordinary income tax. The tax rate is 27% plus Labour Market Contributions of

8%.

Maximum tax rates (including local and national taxes)

Personal income 52.07
Net capital expensesl 25.70
Deductions2 25.70

NOTES:
1. Tax value of interest expenses and capital losses if deductible.
2. Tax value of other tax deductions such as car allowance etc.

I. Treaty and Non-Treaty Withholding Tax Rates

Dividends Interest Royalties
(%) (%) (%)

Domestic rates
Treaty rates:
Algeria® 5/15 0/8 10
Argentina 10/15 0/12 3/5/10/15
Armenia 0/5/15 0/5/10 10
Australia 15 10 10
Austria 0/15 0 0
Azerbaijan 5/15 0/8 5/10
Bangladesh 10/15 0/10 10
Belarus 15 0 0
Belgium 0/15 10 0
Brazil 25 0/15 15/25
Bulgaria 5/15 0 0
Canada 5/15 0/10 0/10
Chile 5/15 4/5/10/15 2/5/10/15
China (People's Rep.) 5/10 0/10 7/10
Croatia 5/10 5 10
Cyprus 0/15 0 0
Czech Republic 0/15 0 0/10
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Dividends Interest Royalties

(%) (%) (%)
Egypt 15/20 15 20
Estonia 5/15 0/10 0/5/10
Faroe Islands 0/15 0 0
Finland 0/15 0 0
France --/0/15 0 0
Georgia 0/5/10 0 0
Germany 5/15/25 0 0
Ghana 5/15 0/8 8
Greece 18 8 5
Greenland = 0 10
Hungary 0/15 0 0
Iceland 0/15 0 0
India 15/25 0/10/15 20
Indonesia 10/20 0/10 15
Ireland 0/15 0 0
Israel 0/10 0/5 0
Italy 0/15 0/10 0/5
Jamaica 10/15 0/12.5 10
Japan 0/15 0/10 0
Kenya 20/30 0/20 20
Korea (Rep.) 15 0/15 10/15
Kuwait 0/5/15 0 10
Latvia 5/15 0/10 0/5/10
Lithuania 5/15 0/10 0/5/10
Luxembourg 5/15 0 0
Malaysia 0 -- 10
Malta 0/15 0 0
Mexico 0/15 0/5/15 10
Montenegro 5/15 0 10
Morocco 10/25 0/10 10
Netherlands 0/15 0 0
New Zealand 15 10 10
North Macedonia 5/15 0 10
Norway 0/15 0 0
Pakistan 15 0/15 12
Philippines 10/15 10 15
Poland 0/15 0/5 5
Portugal 0/10 0/10 10
Romania 10/15 10 10
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Dividends Interest Royalties

(%) (%) (%)
Serbia 5/15 0/10 10
Singapore 0/5/10 10 10
Slovak Republic 15 0 5
Slovenia 5/15 5 5
South Africa 5/15 0 0
Sri Lanka 15 0/10 10
Sweden 0/15 0 0
Switzerland 0/15 0 0
Taiwan 10 0/10 10
Tanzania 15 12.5 20
Thailand 10 10/15 5/15
Tunisia 15 12 15
Turkiye 15/20 0/15 10
Uganda 0/10/15 0/10 10
Ukraine 5/15 0/10 5
United Kingdom 0/15 0 0
United States 0/5/15 --/0/15 0
Venezuela 0/5 10
Vietnam 5/10/15 0/10 5/15
Zambia 15 0/10 15

NOTES:

1. Effective date: 1 January 2024.
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Djibouti

Member Firm

Contact Information

Djibouti Mohamed Youssouf +253 21352555
+253 7777 27 27
mohamed.youssouf@ pkfdjibouti.com

Basic Facts

Full name: Republic of Djibouti
Capital: Djibouti
Main languages: French, Arabic, English
Population: 1.15 million (2024 estimate)
Monetary unit: DJF (Djibouti Franc)
Internet domain: .dj
Int. dialling code: +253

Key Tax Points

e In Djibouti, the main taxes are : Value Added Tax (VAT), Domestic Consumption Tax (TIC), Tax on salaries (ITS), Minimum Lump-
sum Tax (IMF), Business Profit Tax (IBP), and Withholding tax (WHT).

e Resident companies in Djibouti (Eurl, Sarl, SA, SAS) are subject to income tax at 25% and must pay the business licence.

¢ Non-resident companies in Djibouti but operating on Djibouti territory are subject to tax on profits derived from within the
country.

e Capital gains are taxed in the same way as standard income (Business Profit Tax (IBP) at 25%. The capital gains tax is settled
upon realisation of the capital gain.

e The Minimum Lump-sum Tax is applicable on realised turnover excluding VAT and is set at a rate of 1%. It is due if it exceeds
the amount of the tax on profits or in case of a loss. The minimum IMF is DJF 120,000.

e There are two main tax incentive schemes for investors. Regime A and Regime B. Regime A relates to investments with a
minimum amount of DJF 5 million (approximately USD 28,000) and Regime B to investments with a minimum amount of DJF
50 million (approximately USD 280,000).

e As of 2023 two new schemes were introduced: micro companies (0 to 5 employees with a revenue of DJF 2 million or less)
and small companies (0 to 10 employees with a revenue of DJF 5 million or less). In order to be eligible for these schemes one
must be Djiboutian and be receiving funding from an organization. The new schemes are tax-exempt for the first two years.

e Further to the 2024 Finance Act of 2024 a 5% withholding tax on dividends and interest paid to residents and non-residents is
introduced, unless the amount paid out is less than JDF 10 million.

A. Taxes Payable

Business Profit Tax

e Companies (natural or legal persons) resident in or carrying out commercial activities in the Republic of Djibouti are subject to
corporate income tax.

¢ The tax to which these companies are subject comes at a rate of 25%, is based on a calendar year (from 1 January to 31
December of the same year) and is established each year according to the profits made by the natural or legal person during
the last year.

e This tax is settled, controlled, and collected by the General Tax Directorate and must be declared before 31 March of the
following year.

As from January 2024, proceeds from sales and services intended for export are considered revenue and are therefore taxed at a
rate of 25%.

Companies need to make three instalment payments. These are due by 15 April, 15 August and 15 November, respectively, of the
relevant tax year, with each instalment equal to 25% of the corporate income tax due for the previous year.

The following are exempt from business profit tax:

e Movie theatres.

e Agricultural cooperative societies and their unions.

e Companies whose sole purpose is trading in securities.
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e Profits reinvested under the conditions referred to in articles 25 to 29 of the Code of investments.

Minimum Lump-Sum Tax (Imf)

Business profit tax is levied on net profits, i.e. on total revenue minus the expenses related to the exploitation (unless specifically
excluded in the tax code) excluding the income and expenses of real estate, which is subject to property tax.

If the natural or legal person realises a loss during the year (expenses exceeding total income) it will have to pay the minimum
lump-sum tax. The minimum lump-sum tax is the higher of 1% of the turnover, exclusive of VAT, and DJF 120,000. The minimum
lump-sum tax cannot be offset against the corporate income tax liability.

Capital Gains Tax

Capital gains realised by resident companies are generally treated as part of business income and subject to business profit tax at
the standard rate.

Branch Profits Tax

Branches of non-resident companies are subject to standard corporate income tax at a rate of 25%. There is no branch remittance
tax.

Value Added Tax (VAT)

e VAT is levied on transactions carried out in Djibouti by individuals and legal entities, such as purchasing goods for resale,
industrial, commercial or handicraft making activities, including services.

e Companies or individuals that supply goods or services are subject to VAT if their annual turnover is equal to or exceeds DJF 10
million. The taxpayer is required to comply with VAT rules as of the financial year following the one in which the threshold is
met.

e The standard VAT rate is 10%. A reduced 7% rate applies to freight forwarding services, port forwarding invoiced to freight
forwarders and services of shipping agencies to freight forwarders. Exportations and related services are zero-rated.

e Subject to a commitment to the Directorate General of Taxes (DGI) to charge VAT at the start of their activity and to present
a detailed estimate of the equipment to be imported or purchased locally, new companies and enterprises that invest in the
hotel, real estate (rental, sale) and processing industry sector will benefit from a zero % rate for their imports during this
construction phase, excluding services performed on their behalf. For local purchases, the invoice issued by the supplier will
have to be previously checked by the DGI (art. 19 of Finance Act 2022). At the end of the construction or set-up phase these
enterprises will mandatorily become subject to VAT.

e A Domestic Consumption Tax (TIC) is levied for the benefit of the State budget on all goods imported or produced on the
territory and intended for consumption there, except for exemptions provided for by the Tax Code (CGl). The TIC rate depends
on the type of goods and is comprised of five ad valorem rates: 0, 8, 10, 20, and 23% on the value of the goods (Art. 22 of
Finance Act. 2022).

Other Taxes

e Real property tax;

e Property tax on developed land;

e Property tax on undeveloped land;
e Stamp duties;

e Business licence tax;

e General solidarity tax.

B. Determination of Taxable Income

Tax is generally calculated on an accrual basis taking into account commercial accounts. Corporate income tax is then computed
by applying the rules and regulations set out in the tax code (CGl).

Net profits are computed as total gross income less deductible expenses provided for by the tax code, excluding exempt income.

A resident company employing more than 5 foreign workers can only deduct 20% of their remuneration from its taxable base (art.
15 of Finance Act 2019). Remuneration constitutes all benefits in cash and in kind paid monthly in accordance with art. 13 and 17
of the Tax Code.

Depreciation

The tax code only provides for the straight-line method of depreciation.

Computer equipment 33.33

Buildings 5
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Tractors 20

Office furniture 10
Machinery and equipment 20
Plantations 5

Interest Deductions

There are no thin capitalisation rules in Djibouti.

Losses

Losses may be carried forward for up to 3 years. Loss carry back is not allowed.

C. Foreign Tax Relief

No unilateral double taxation relief is granted under domestic tax law for foreign tax paid.

D. Corporate Groups

There is no specific regime for groups of companies.

E. Related Party Transactions

Transfer pricing

Djibouti does not have specific TP rules, but the tax authorities can adjust the pricing of transactions between related parties.

Controlled foreign company rules

Djibouti does not have CFC rules.

Thin capitalisation rules

There are no formal thin capitalisation rules in Djibouti. However, interest paid by a company to its shareholders is deductible up
to an amount computed on the basis of the average annual Central Bank interest rate, increased by 1 percentage point.

Interest paid to a majority shareholder of an SA or a limited liability company is deductible only if the loan does not exceed the
capital of the company.

F. Withholding Tax

e Further to the 2024 Finance Act of 2024 a 5% withholding tax on dividends and interest paid to residents and non-residents
is introduced, unless the amount paid out is less than JDF 10 million. This also applies to companies located in a freezone and
companies that benefit from the advantages of the Investment Code.

e Royalties derived by non-resident companies are subject to a final 25% withholding tax on the gross amount

¢ The following payments are subject to a 25% withholding tax on the gross amount, exclusive of VAT:

— Payments for services of any kind, performed or used in Djibouti;

— Management fees;

— Head office costs paid by branches to their foreign headquarters;

— Fees for technical assistance, commercial prospection or research of any kind; and

— Amounts paid as consideration for the exercise on Djibouti territory of a non-commercial activity.

e A withholding tax of 10% for remunerations paid to local companies that cannot present a licence and 25% for foreign
companies that cannot present a Djiboutian tax registration number.

G. Personal Tax

Progressive tax rates on employment income are as follows:

Taxable income (DJF) Rate (%)
Up to 30,000 2
30,000 - 50,000 12
50,001 - 150,000 15
150,001 - 300,000 22
300,001 - 600,000 25
600,001 — 1,000,000 30
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Taxable income (DJF) Rate (%)

1,000,001 - 2,000,000 ‘ 35

Over 2,000,000 ‘ 45
H. Treaty and Non-Treaty Withholding Tax Rates

Djibouti has not signed any double tax treaties.
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Dominican Republic

Member Firm

Contact Information

Santo Domingo Hector Guzman Desangles +1809 540 6668
hguzman@guzmantapiapkf.com.do

Basic Facts

Full name: Dominican Republic
Capital: Santo Domingo
Main languages: Spanish
Population: 11.16 million (2023 estimate)
Monetary unit: Dominican Pesos (DOP)
Internet domain: .do
Int. dialling code: +1809

Key Tax Points

e The corporate tax system is based on the territoriality principle. Corporate income tax is only due on business income
generated by enterprises operating in the Dominican Republic. Certain types of investment income derived by Dominican
residents from sources outside the Dominican Republic are also subject to Dominican taxation.

¢ Non-resident companies operating through a permanent establishment in the Dominican Republic are taxed on income
attributable to the permanent establishment as well as on Dominican-sourced income. Non-residents without a permanent
establishment in the Dominican Republic are taxed on Dominican-sourced income only.

e Companies are subject to the higher of corporate income tax (at 27%) or alternative minimum tax (1% of the total asset value
after deducting depreciation).

e The standard rate of VAT is 18%.

A. Taxes Payable

Company Tax — General Regime

Introduction

Dominican tax legislation contains different laws related to each tax. The taxes are related to income, assets and certain specific
transactions. The fundamental legal structure for taxes is defined within the Constitution of the country which establishes
procedures, and Congress enacts the tax laws. In addition to specific tax laws, there are some basic laws that refer to general tax
administration, such as income tax law and the fiscal code. Most tax laws have a series of regulations that are issued by the tax
authorities and provide for procedures and interpretations.

The Dominican individual tax system is a self-assessment scheme which requires withholding of tax from employees’ salaries and
certain other payments. When a taxpayer is required to withhold taxes on payments made to another person, the taxpayer must
remit the withheld taxes to the government. In addition, businesses and individuals are required to make monthly provisional
payments on all different taxes.

After the close of a tax year, which is 31st December, taxpayers must file a tax return which reports all taxable income and
allowable deductions. The income tax is computed on net taxable income, less advance payments made during the year.

Income taxation Law and Administration

The taxation system regarding taxes of “internal applicability” is administrated by the local internal taxes revenues services (DGII
from its Spanish acronym, Direccidn General de Impuestos Internos), a branch of the Ministry of Finance, which is responsible for
administering the tax laws. Its mission includes interpreting tax laws, auditing taxpayers through a mandatory tax audit performed
and collecting the revenue.

Fiscal Year

Tax is imposed on a current year basis. The tax year adopted is generally the one which is specified in a company statutory
document, with the standard year being a calendar year (in most cases 31st December, but one may also have 31st March, 30th
June and 30th September). Final tax is payable when filing the final corporation tax return, usually due within 120 days from the
end of the accounting period.
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Taxpayers

Dominican resident or domiciled companies are subject to profit tax on their local income. Non-resident or non-domiciled
companies are subject to corporation tax only if it comes from Dominican-sourced income. Foreign resident or domiciled
companies who have a permanent establishment or fixed base in the country will exclusively pay taxes, only by the local income
of Dominican origin.

Taxable Income

The net revenue is determined by subtracting the costs and deductions permitted by the Income Tax Law from the net income. To
arrive at the taxable income, some expenses must be considered as non-deductible and some income as non-taxable.

The corporate income tax rate is 27%

Foreign interest, or some other expenses have withholding tax deducted at source between 10% to 27%.

Source of Income

The source of income is normally determined according to the circumstances surrounding its receipt. The general rule regarding
the source of income states that is considered of Dominican source those deriving from goods located in the country or from the
activities developed in it, whichever is the domicile or residence of the taxpayer.

The Dominican Republic only has signed double tax treaties with Canada and Spain that must be considered in the determination
of where an item of income is sourced. For example, business income, personal services subject to certain conditions, income
from property, dividend, interest, royalty and other income can be impacted by the application of double tax treaties.

Taxation of Profits

Broadly speaking, the net revenue is determined by subtracting the costs and deductions permitted by the Income Tax Law from
the net income. To arrive at the taxable income, some expenses must be considered as non-deductible and some income as non-
taxable.

Resident or branch corporations are subject to Dominican Corporate income tax on their local income (only) or income generated
by activities within the country.

Non-resident companies also pay corporate income tax on income sourced in Dominican territories where there is an absence of
a permanent business. The Resident Corporation in the Dominican Republic will withhold 27% of the payment for items including
publicity, royalties, interest (10% from overseas banks), etc.

The general corporate income tax rate is 27% for tax or 1% of the company’s total assets (after deducting depreciation) or 1.5% of
the gross sales (after deducting discount and devolution). Companies will pay monthly advance taxes (1/12th) of the equivalent
of the amount paid as taxes from the prior year and, at the end of the year, it should match the aforementioned 27% or 1%
calculated taxes. When the taxes for the current year are calculated, the monthly payment is compensated in the following
period. If the monthly payment was below, then the corporation completes the payment.

Tax payments for the current year are based on the previous tax year’s liability less any tax withheld at source. This amount is
limited to the higher of the prior year tax (for those with turnover) paid in 12 instalments or one percent of total assets.

Capital gains tax

The gain (or loss) is calculated on the difference between the sale of assets proceeds and cost, which may be adjusted for the
effects of inflation.

The gains realised on the disposal of shares by qualified holding companies (SGPS) are not subject to taxation. However, capital
losses with the sale of shares, as well as interest on loans to purchase shares, are not deductible for corporate income tax
purposes at the SGPS level.

Branch profits tax

Only the income attributable to the Dominican branch (permanent establishment) is subject to corporation tax. Remittances by
permanent establishments of non-residents are subject to a final withholding tax at the rate of 27%.

Sales tax/value added tax (VAT)

VAT (ITBIS) is levied on taxable supplies of goods and services as well as on imports of taxable goods and services into the
Dominican Republic. Exports are zero-rated. The standard rate is 18%.

Professional services, rental of movable goods and professional security services are subject to a withholding of the invoiced ITBIS
at the rate of 30%.

Fringe benefits tax

There is no fringe benefits tax in the Dominican Republic.
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Local taxes

No taxes apply.

Other taxes

Municipal tax

Owners of real estate properties are subject to municipal tax at 1%. No tax applies for rural properties.

Dividends

From 1 January 2013, net income from dividends is considered to be a portion of income from dividends paid or credited to
account, in cash or in kind

B. Determination Of Taxable Income (ISR)

General Regime

Net income or taxable income is arrived at by adjusting the accounting profits for non-taxable income and non-deductible
expenses. As a general principle, costs are only deductible when necessarily incurred for the purpose of producing income.

Simplified Scheme
e Effective 1 August 2019, companies that have income of less than DOP 11.126 million or purchases of goods to be sold of less
than DOP 51.15 million in a taxable year may apply for the simplified tax regime.
e Athreshold of 5% applies. If in a given year a corporate taxpayer subject to the simplified tax regime exceeds its gross revenue
by that percentage, the simplified regime taxpayer is assigned to the ordinary regime by default.
e Under this scheme, taxable income is computed as 27% of the turnover from sale of goods and merchandise.
e This regime is not applicable to:
— construction and related real estate services;
— manufacturing and distribution of tobacco products, alcohol and fuel;
— insurance services;
— telecommunication services;
— financial services (e.g. banks, savings and loans associations/cooperatives);
— pension services (e.g. pension funds);
— stock market services (brokerage houses, exchanges, investment funds, etc.); and
— entertainment services and impresario services.

Depreciation

All the items of fixed assets, except land, can be depreciated or amortized for tax purposes. The depreciation rates are set by
specific legislation and include 5% for office buildings, 25% for cars and furniture and 15% for other assets.

Stock / Inventory

Inventory must normally be valued at the effective cost of acquisition or production (historic cost). Other methods which may be
adopted include:

e The standard cost method, which must be calculated in accordance with the appropriate technical and accounting principles;
e The sale price method, based on the market value less a normal profit margin.

Capital Gains And Losses

Gains realised by resident entities from the disposal of shares are exempt from tax.

Dividends

Dividends are normally subject to withholding tax at 10% (when paid in cash only).

Interest Deductions

Interest is deductible on an accrual basis. The Fiscal Administration is entitled to disregard expenses related to interest where
related parties are involved.

Thin capitalisation

Deductible interest may not exceed the result from multiplying the total amount of interest accrued in the tax period by three
times the annual average net equity divided by the annual average balance of all of the taxpayer’s interest-bearing debt. Non-
deductible interest may be carried forward for 3 years as from the year in which the interest was accrued. The limitation in the
interest deduction is not applicable to interest paid to resident individuals and entities and also not to regulated financial entities.

Losses

Operating losses incurred by ordinary corporate taxpayers may be carried forward for 5 years to set off against taxable profits, but
only 20 percent of the amount each year. No carry-back is allowed.
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Foreign Sourced Income

Regarding active income, taxation of resident companies takes into account only their Dominican-sourced income. However,
Dominican-resident companies, branches, and permanent establishments are subject to taxation on income from Dominican
sources and on income from foreign sources arising from investments and financial gains, i.e. certain items of passive income.

Tax Incentives

Incentives under Dominican tax legislation include the free-trade zones, investment in tourism, and companies established in the
border between Dominican Republic and Haiti.

C. Foreign Tax Relief

Resident companies can obtain a credit for any foreign tax paid abroad on income that is also subject to Dominican corporate
income tax. The foreign tax credit is limited to the amount of Dominican tax to which the foreign-source income would be subject
in the Dominican Republic.

D. Corporate Groups

None. There are no special measures for controlled foreign companies.

E. Related Party Transactions

Transfer pricing rules are based on the OECD guidelines. The following methodologies are accepted: (i) comparable uncontrolled
price method (ii) resale price method (iii) cost plus method (iv) profit split method and (v) transactional net margin method. APAs
(advance pricing agreements) are available for all taxpayers and sectors.

On 1 September 2017, the tax authorities published a new (the sixth) version of the transfer pricing information return. All
taxpayers within the scope of the transfer pricing regulations must file the return on an annual basis within the first 180 days after
the end of the fiscal year. The new version of the return requires taxpayers to:

e Summarise transactions by type;

e Report the profit level indicator of the tested party of each transaction;

e Use the same format as the previous version to allow the information to be validated;

Complete the information regarding related parties and transactions on the tax administration’s virtual platform.

This new version of the return applies for fiscal year 2017 and onwards and as of 1 September 2017 all taxpayers must adopt this
new version.

F. Withholding Tax

Income paid to non-residents is subject to withholding tax at the following rates:
e Dividends: 10% (final tax);

e Interest: 10%, subject to exceptions;

e Royalties: 27% (final tax);

e Management/technical service fees: 27% (final tax).

G. Exchange Control

Capital movements are freely transferable.

H. Personal Tax

Income tax is payable by individuals on income obtained from:
e Employment

* abusiness

e anindependent profession

e investmentincome

e immovable property, capital gains, pensions

e betting and gambling profits.

Resident and non-resident individuals are subject to income tax on Dominican-sourced income only. When determining the
taxable income, besides some specific deductions concerning each category of income, other deductions may be allowed, such as
expenses on health and education.

Tax returns are due on 15th March of the subsequent tax year for taxpayers with income derived solely from employment or
pension. The following rate table applies in tax year 2018 to the aggregate net result of employment income, business income,
investment income (except interest on bonds and deposits), income from land, capital gains and income from pensions.

Taxable Income (DOP) Rate on Excess (%)

Up to 416,220 ‘ 0
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Taxable Income (DOP) Rate on Excess (%)

416,220.01 - 624,329 15% over DOP 416,220
624,329.01 - 867,123 20% over DOP 624,329
In excess of 867,123 25% over DOP 867,123

I. Treaty and Non-Treaty Withholding Tax Rates

Dividends Interest Royalties
(%) (%) (%)
Non-treaty countries 10 10 27
Treaty countries:
Canada 0/10/183 0%/18 0°/18
Spain 0'/10 0%/10 10

Notes:

1. The 0% rate applies in case of a 75% holding in the paying company.

2. The 0% rate applies to interest arising in the Dominican Republic and paid to a resident of Spain if the recipient is the
beneficial owner of the interest and (i) is the Spanish State or the Spanish Central Bank, or a political subdivision or local
authority thereof (ii) the interest is paid by the State in which the interest arises or by a political subdivision, local authority
or statutory body thereof (iii) the interest is paid in respect of a loan or credit owed to that State or a political subdivision,
local authority or export financing agency thereof, or granted, made or guaranteed by any of the above (iv) the interest is paid
in connection with the sale on credit of equipment, goods or merchandise, or services (v) is a pension fund approved for tax
purposes by the Spanish State and the income of the fund is, in general, exempt from tax in Spain.

3. The rate for dividends under the treaty is 18%. However, by virtue of a most favoured nation clause the rate is reduced to 0%
if the beneficial owner is a company (other than a partnership) which holds directly at least 75% of the capital of the dividend-
paying company and 10% in all other cases.

4. Interest arising in the Dominican Republic and paid in respect of a bond, debenture or other similar obligation of the
government of the Dominican Republic or of a political subdivision or local authority thereof shall be exempt in the Dominican
Republic provided that it is beneficially owned by a resident of Canada.

Interest arising in the Dominican Republic and paid to a resident of Canada shall be taxable only in Canada if it is paid in
respect of a loan made, guaranteed or insured, or a credit extended, guaranteed or insured by the Export Development
Corporation.

5. The 0% rate applies to copyright royalties and other like payments in respect of the production or reproduction of any literary,

dramatic, musical or artistic work (but not including royalties for use in connection with television).
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DRC

Correspondent Firm

Contact Information

Douala / Buea Christopher Awungjia +237 676 548 777
+237 696 859 024
cawungjia@acn-pkf.com

Basic Facts

Full name: Democratic Republic of Congo
Capital: Kinshasa
Main languages: French
Population: 104.76 million (2024 estimate)
Monetary unit: Congolese franc (CDF)
Internet domain: .cd
Int. dialling code: +243

Key Tax Points

e The Democratic Republic of Congo (the ‘DRC’) operates a declarative tax system in which the taxpayer declares and pays
monthly tax collections to the taxation authorities. False declarations are punishable by penalties and interest on late
payment.

e Inthe DRC, there are two types of income taxes:

— Income tax on individuals;
— Income tax on entities.
e There is a tax on turnover, borne by the final consumer known as Value Added Tax (VAT).

A. Taxes Payable

Corporate Income Tax

Congolese companies are taxed on the territoriality principle. As a result, companies carrying on a trade or business outside the
Democratic Republic of Congo (DRC) are not taxed in the DRC on the related profits. Congolese companies are those registered in
the DRC, regardless of the nationality of the shareholders or where the company is managed and controlled.

Foreign companies (for example, branches) engaged in activities in the DRC are subject to Congolese corporate tax on Congolese-

source profits only. A company is considered to have a permanent establishment in the DRC if it satisfies either of the following

conditions:

e It possesses a fixed or permanent place (for example, head office, branch office, factory, plant, workshop, or buying and selling
counter);

e Inthe absence of such place, it carries out a professional activity under its corporate name for at least six months in the DRC.

Rate of corporate tax
The regular corporate income tax rate is 30%. The minimum tax payable is 1% of the annual turnover for larger corporations.
For small corporations with annual revenues of less than CDF 10 million, the corporate income tax is set at CDF 50,000.

For small corporations with annual revenues between CDF 10 million and CDF 80 million, the corporate income tax rate is 1% of
the annual revenue for sales of goods and 2% for the provision of services. The corporate income tax rate is 30% for companies
holding mining or quarry titles.

Branch Profits Tax

Branches of foreign companies are subject to a 20% tax on movable capital levied on 50% of the net profit of the branch (i.e.
profits after payment of corporate income tax) that is deemed to be distributed.

Capital Gains

Increases resulting from capital gains and depreciation that are realised and either realised or expressed in the accounts or
inventories are included in profits and are subject to tax at a rate of 30%.

Increases resulting from unrealised capital gains that are expressed in the accounts or inventories and that are not treated
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as profits are not yet taxable. This rule applies only if the taxpayer holds a regular accounting and if it fulfils its declarative
obligations.

Increases resulting from realised capital gains on buildings, tools, materials and movable assets (regardless of whether they
result from rent payments), as well as on participations and portfolios, are taxable to the extent that the sales price exceeds
the acquisition price or cost. A deduction is made from the amount of the depreciation that has already been claimed for tax
purposes.

Administration
The fiscal year extends from 1 January to 31 December. Tax returns must be filed by 30 April.

Corporate tax must be paid in four instalments for medium-sized and large enterprises (two before the Finance Act 2020 came
into force) before 1 June, 1 August, 1 October and 1 December at the latest. Each instalment must equal 20% of the preceding
year’s tax (increased by any tax reassessment received by the tax office during the current year).

Small enterprises pay two instalments only (60% and 40%) before 1 February and 1 June.
The balance of tax due must be paid by the following 30 April. A penalty of 4% per month is assessed for late payment of tax.

All companies should have their financial statements certified by a Certified Public Accountant, Member of ONEC. By failing to do
so, the financial statements will be rejected.

Tax is determined by default if a tax return is not submitted.

Dividends

In general, dividends paid are subject to a 20% withholding tax. The rate of dividend withholding tax for mining companies is 10%.
A notional dividend withholding tax applies to branches. The rates of this tax are 8% for public limited liability companies and 10%
for other limited liability companies.

Interest Deductions

There are no thin capitalisation rules in the DRC. However, under the 2014 Finance Law, outbound interest payments to a foreign
resident shareholder or any other related party are deductible only if the loan is repayable within a maximum period of 5 years
and the interest rate does not exceed the annual average rate applied by banks established in the country of the lending entity.

Losses

Tax losses incurred in a tax year may be carried forward indefinitely. However, the deduction of the available tax losses is capped
at 60% of the annual taxable income.

Loss carry-back is not allowed.

Other Taxes

Value Added Tax (VAT):

Standard rate 16
Reduced rate (applicable to certain food products and domestic airline tickets) 8
Rate on exports and assimilated transactions 0

Payroll taxes (IPR):

Annual income between CDF 1 and CDF 1,944,000 3
Annual income between CDF 1,944,001 and CDF 21,600,000 15
Annual income between CDF 21,600,001 and CDF 43,200,000 30
Annual income exceeding CDF 43,200,000 40

Exceptional income tax for expatriates (IERE):

Mining companies 12.51
Other companies 25
Social Security National Institute (CNSS), contributions, payable monthly: 18
Employers 13
Employees 5
National Institute for Professional Preparation (INPP), payable monthly by employers 1-3
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Type of tax Rate (%)

National Agency for Labour (ONEM), payable monthly by employers ‘ 0.2

Notes :
1. The 12.5% applies for mining companies during the first ten years of activities, after which they will be subject to the standard
rate of 25%.

The IERE is computed according to the same rules as the IPR.
Payroll taxes cannot exceed 30% of taxable salary.
There is a family allowance in place of 2% per dependent on the IPR for a maximum of nine dependents.

B. Determination Of Trading Income

General

Taxable income is based on financial statements prepared in accordance with principles set by the Organisation for the

Harmonisation of Business Law in Africa (Organisation pour I’Harmonisation en Afrique du Droit des Affaires, or OHADA)

Accounting Act, except for banks and insurance companies. The net amount of income is taxed. This amount equals gross

income minus business expenses incurred during the tax year to acquire and retain the income. Business expenses are generally

deductible unless specifically excluded by law. The following expenses are not deductible:

e Head office, remuneration or management fees for services paid to non-residents that are not justified;

e Head office overhead or remuneration for certain services (studies and technical assistance) paid to non-residents;

e Expenditure of a personal nature, such as maintenance of household, appraisal fees, holidays and other expenses not
necessary for the profession;

e Corporate income tax, as well as real tax (tax on movable assets, tax on vehicles or tax on mining concessions), to the extent
that the real tax does not constitute an operating expense;

e Alljudicial or administrative fines, and fees and charges relating to breaches by income beneficiaries;

e Certain specific charges, gifts, subsidies and penalties;

e Directors’ fees allocated under the Corporations Act to members of the General Council;

e Expenditures on leased property, including depreciation of the property;

e Provisions for losses, expenses or depreciation of assets, excluding provisions for the recovery of mineral deposits and
provisions for the recovery of bank capital;

e Commissions and brokerage fees if it cannot be proven that the tax on turnover has been paid for these items;

e Most liberalities (payments that do not produce a compensatory benefit, such as excessive remuneration paid to a director).

Tax Depreciation

Land and intangible assets, such as goodwill, are not depreciable for tax purposes. Other fixed assets may be depreciated using
the straight-line method at rates specified by tax law. The following are some of the specified annual rates.

Buildings 2to5
Office equipment 10
Motor vehicles 20to 25
Plant and machinery 10
Fixtures, facilities 10
Shipping and aviation equipment 10to 33

Companies can also opt for a regressive method for tax depreciation of specific assets with an annual rate of two to three times

the straight-line rate.

Inventories

Inventories are normally valued at their historical cost or acquisition cost.

Provisions

In determining accounting profit, companies must implement certain provisions, such as a provision for risk of loss or for certain
expenses. These provisions are not deductible for tax purposes. However, provisions for recovery of bank capital and provisions
for the recovery of the mineral deposit are deductible for tax purposes.
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C. Foreign Tax Relief

In general, foreign tax credits are not allowed. Income subject to foreign tax that is not exempt from Congolese tax under the
territoriality principle is taxable.

D. Corporate Groups

The DRC does not have a fiscal integration system equivalent to a consolidated filing position.

E. Related Party Transactions

The DRC has several measures applicable to related-party transactions that are not conducted on an arm’s length basis. The

2014 Finance Law introduced tighter provisions for deductions with respect to cross-border transactions carried out with

related parties. These provisions include the disallowance of loan interest with respect to rates exceeding those offered on the

international finance market (for example, the London Interbank Offered Rate [LIBOR]) and the repayment of principal beyond

five years. Management fees paid to a related party may be deducted from the corporate income tax base if the following
conditions are satisfied:

e The services rendered can be clearly identified (i.e., they are genuine services that are effectively rendered and directly related
to operating activities);

e The services cannot be rendered by a local company (that is, overhead expenses recharged to the local entity are excluded);

e The amount paid for the services is not exaggerated in view of the nature of the services. These arm’s-length requirements
are consistent with those set forth in the Mining Code. The 2015 Finance Law introduced transfer pricing documentation
requirements. As a result, companies must put at the disposal of the tax administration during a tax audit, general and specific
information on an affiliated group of companies (Master File and Local File), including the following:

— General description of the deployed activity, including changes that occurred during the year;

— A general description of the legal or operational structures of the affiliated group of companies, including identification of
the related companies engaged in transactions involving the company established in the DRC (local company);

— A general description of the function performed and risk assumed by the affiliated companies as soon as they affect the
local company;

— Alist of the main intangible assets owned, including patents, trademarks, trade names and know-how, relating to the local
company;

— A general description of the group’s transfer pricing policy;

— A description of transactions made with other affiliated companies, including the nature and amount of cash flows, such as
royalties;

— A listing of the cost-sharing agreement, copies of preliminary agreements related to transfer pricing that are concluded
under the conditions of the regulation, and the prescription relating to the determination of transfer pricing, affecting the
results of the local company;

— Presentation of the method or methods for determining transfer pricing, in compliance with the arm’s-length principle,
including an analysis of the functions performed, assets used and risks assumed, and an explanation concerning the
selection and application of the methods used;

— An analysis of comparative elements considered as relevant by the company if the selected method requires it. In addition,
the corporate income tax law disallows branches from deducting overhead charges incurred by the parent company and
charged back to the branch.

F. Withholding Tax

Description Rate (%)
Dividends 20 (a)
Directors’ fees 20
Interest 20 (b)
Royalties from patents, know-how etc. 20 (c)
Fees for technical services, digital services and professional activities 14 (d)

a) The rate of dividend withholding tax for mining companies is 10%. A notional dividend withholding tax applies to branches
(branch remittance tax). The rates of this tax are 8% for public limited liability companies and 10% for other limited liability
companies.

b) Interest on loans abroad to mining companies is not subject to withholding tax.

c) The net amount of royalties is subject to tax. For this purpose, net royalties equal gross royalties minus professional expenses,
or 30% of gross royalties (resulting in an effective tax rate of 14%).

d) This withholding tax applies to payments for services provided to Congolese companies by foreign companies and individuals
without a permanent establishment in the DRC. The tax base is the gross amount of the applicable invoice.
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G. Exchange Control

The currency in the DRC is the Congolese franc (CDF). The exchange rate is variable. In the DRC, the Central Bank of Congo
regulates foreign exchange controls. It also supervises the regulation on the transfer of currency. Cash transfers from or into the
DRC are not subject to restrictions if they do not exceed the equivalent of USD 10,000. An exchange control fee of 0.2% is levied
on payments to or from abroad.

H. Personal Tax

The standard progressive rates applicable to wages are as follows:

0-1,944,000 3
1,944,001 - 21,600,000 15
21,600,001 - 43,200,000 30
Above 43,200,000 40

Contributions to CNSS (Caisse Nationale de Sécurité Sociale)

Social contributions are borne by both the employee and the employer on taxable income. The rates are as follows:

“ Employer’s contribution Employee’s contribution

Retirement Pension 5% 5%
Industrial Accident 1.5% 0%
Family Allowance 6.5% 0%
Total 13% 5%

The employee’s contributions to the CNSS are deducted from gross taxable salary in arriving at the net taxable income figures.

Employer’s contributions to INPP

National office for professional training (Institut National de Préparation Professionnelle): INPP contribution is paid only by the
employer at the rate of:
e 3% for state-owned enterprises
e Private companies:
— 3% for private companies with up to 50 employees.
— 2% for private companies with 51 to 300 employees.
— 1% for private companies with more than 300 employees.

The basic for the calculation is the taxable income.

Employer’s contributions to ONEM (Office National de I'Emploi)

The rate for the employer’s contribution to ONEM is 0.2% of the taxable salary.
I. Treaty and Non-Treaty Withholding Tax Rates

Dividends
(%)
Interest Royalties

Individuals, Qualifying (%) (%)
companies companies
(%) (%)

Domestic rates

Companies 10/20 10/20 0/20 20

Individuals 10/20 -- 0/20 20

Treaty countries:

Belgium 15 10* 10 10
South Africa 15 52 10 10
United Arab Emirates® 0 0 0 3
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Notes:

1. The 15% rate applies if dividends are paid by a company whose profits are exempt from Congolese tax under the Investment
Code or under a particular law organising investments in the sectors listed in Article 3 of the said Code, provided that the
beneficial owner is a company which holds directly at least 25% of the capital of the dividend-paying company. The 10% rate
applies in all other cases.

2. The 5% reduced rate applies if the beneficial owner is a company (other than a partnership) which holds directly at least 25%
of the capital of the company paying the dividends.

3. Effective date: 1 January 2024.
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Ecuador

Member Firm

Contact Information

Guayaquil Manuel Garcia +593 4 236 7833
mgarcia@pkfecuador.com
pkf@pkfecuador.com

Basic Facts

Full name: Republic of Ecuador
Capital: Quito
Main languages: Spanish, indigenous languages
Population: 17.7 million (2024 estimate)
Monetary unit: US Dollar (USD)
Internet domain: .ec
Int. dialling code: +593

Key Tax Points

e Corporate tax is payable by Ecuadorian resident companies on non-exempt income derived from all sources. Non-resident
companies are required to pay tax on income sourced in Ecuador.

e The corporate tax rate is 25%.

e Value Added Tax (VAT) is applied at a standard rate of 15% to all transactions including imports. There is a 0% rate on food
items, agricultural inputs, medical goods, books and government purchases, and some professional services.

¢ No provisions exist for filing consolidated returns or relieving losses within a group.

e Dividends paid to resident individuals and companies and to non-resident individuals and companies are subject to a 25%
withholding tax. The tax base will be 40% of the distributed dividends. Royalties, services, and rental fees are subject to the
same 25% withholding tax.

e Income tax is payable by Ecuadorian resident individuals on non-exempt income derived from all sources. Non-resident
individuals are required only to pay tax on Ecuadorian-sourced income.

A. Taxes Payable

Corporate Income Tax

Corporate tax is payable by Ecuadorian resident companies on non-exempt income derived from all sources. Non-resident
companies are required to pay tax on income sourced in Ecuador. Resident companies are those that are incorporated in Ecuador
or carry-on business in Ecuador and have either central management and control in Ecuador or voting power controlled by
shareholders who are Ecuadorian residents.

The standard corporate income tax rate is 25%. Small and Medium-sized Entities (SMEs) and regular exporters that meet certain
requirements are subject to a tax rate of 22%.

Entrepreneurs (individuals and companies with revenue up to US$300,000) and “popular businesses” (individuals with revenue up
to USS$20,000) are subject to a special tax regime, according to the following table:

Tax payable on the minimum
Minimum allowance Maximum allowance pay Tax rate on the excess
allowance
0%

0.00 20,000.00 60.00
20,000.01 50,000.00 60.00 1%
50,000.01 75,000.00 360.00 1.25%
75,000.01 100,000.00 672.50 1.50%
100,000.01 200,000.00 1,047.50 1.75%
200,000.01 300,000.00 2,797.52 2.00%

Popular businesses with annual sales of less than US$2,500 are not subject to income tax.

An increased corporate income tax rate of 28% applies when (1) the resident company fails to fully disclose the required
information about its ownership composition or (2) one of the shareholders is established in a tax haven, low-tax jurisdiction,
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or preferred tax regime and the true beneficial owner is an Ecuadorian tax resident. In such case, the higher tax rate of 28% will
be fully applied to the resident company’s income tax base if the shareholders reside in tax havens or low-tax jurisdictions, and
together or individually own at least 50% of the company’s share capital. When that ownership is less than 50%, the corporate tax
rate of 28% will be applied proportionally to the income tax base for that ownership.

The tax year runs from 1 January to 31 December. Tax is payable from 10 to 28 April, depending on the ninth digit of the tax
identification number (RUC), as follows:

Ninth digit Filing deadline

1 10 April

12 April

14 April

16 April

18 April

20 April

22 April

24 April

O (0| N o s W N

26 April

o

28 April

Corporate tax can be prepaid voluntarily at an amount equivalent to 50% of the previous period’s income tax due less
withholdings for that same period. This prepaid tax constitutes a tax credit for income tax purposes.

Entrepreneurs and “popular businesses” subject to the special tax regime are required to file the income tax return in March.

Purchases of goods and services are subject to the following withholding tax rates:

Type of goods/services

Acquisition of goods and services provided by taxpayers subject to the RIMPE Regime (Popular Businesses), if a 0%
preprinted voucher has been issued.

Electricity 1%
Acquisition of goods and services by taxpayers subject to the RIMPE Regime (Entrepreneur) 1%
Insurance and reinsurance companies over the total value of the premiums 1%
Private transport of passengers and public and private freight 1%
Purchase of all types of goods (except oil products) 1%
Interest and commissions derived from credit operations between financial institutions 1%
Transfer on the sale of shares 1%
Construction of real estate, urbanizations, or similar activities 1.75%
Transfer of real estate property 1.75%
Insurance and reinsurance premiums and cessions 1.75%
Leasing quotes, including purchasing option 1.75%
Acquisition from marketers (non-producers) of agricultural, poultry, livestock, beekeeping, rabbit farming, 1.75%

aquaculture, forestry, and meat products in natural state.

Low-skilled labour 2%
Payments by credit card issuers to their merchants 2%
Income from loans and investments 2%
Interest paid by public entities to taxpayers 2%
Reception of non-returnable PET plastic bottles when a single collector (individual) receives an amount higher 2%
than the basic fraction subject to 0% income tax rate. In the case of companies, the withholding applies to any
amount
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Type of goods/services

Commercial leasing companies over the lease installments and the purchase option 2%
Interest and commissions for credit sales 2%
Issuance of purchase settlements for goods and services in transactions with individuals who have their tax ID 2%
suspended.
Any other payments 2.75%
Media and advertising services 2.75%
Professional services provided by resident corporations 3%
Commissions paid to corporations, whether national or foreign residents in Ecuador, and to permanent 3%
establishments domiciled in the country
Fees, commissions, and other payments to professionals for services that are predominantly intellectual and 8%
not related with their professional title; sport or artistic services; royalties, property rights, copyrights, patents,
leasing of real estate property
Payments to athletes, coaches, referees, and members of the technical staff 8%
Activities carried out by national or foreign artists residing in Ecuador 8%
Fees, commissions, and other payments made to individuals providing services where intellect prevails over 10%
manual labor, regardless of whether the service provider holds a professional title
Fees, commissions, royalties, and other payments made to individuals and corporations with tax residence in 10%
Ecuador for activities related to the use of their image, including artists, athletes, coaches, referees, members of
the technical staff, and “influencers”
Fees and other payments made to individuals with tax residence in Ecuador providing teaching services 10%
Payments made to notaries for activities inherent to their position 10%
Fees, royalties or any other payment made to individuals and corporations related to the ownership, use, 10%
enjoyment, or exploitation of intellectual property rights
Lease of real estate under any contractual form 10%
Payments to non-residents; dividends distributed to individuals or companies when the ultimate beneficial 25%

owner is not an Ecuadorian resident; interest on foreign loans

Amounts paid constitute credits available for income tax purposes at the end of the period.

Large taxpayers are not subject to withholding at source, except for transactions performed made with the State and its

institutions. However, they must apply monthly self-withholding of income tax on their total taxable income. In case it is
not possible to differentiate taxable income from exempt income, the self-withholding must be applied to the total income
received during the period concerned. The amount paid for self-withholding will constitute a tax credit at the time of income tax

settlement.

The self-withholding percentages are established by the tax administration in accordance with the economic sector:

Agriculture, livestock, silviculture, and fishing 1.25% - 5%
Agro-industrial and export manufacturing industry 1.25% - 2.25%
Automotive 1.25% - 4%
Wholesale and retail trade of goods 1.25% - 10%
Construction 1.25% - 8%
Manufacturing industries 1.25% - 7%
Information, technology, and communication 1.25% - 10%
Mobile communication services 4% - 5%
Dairy 1.25% - 3%
Cement industry 2.25% - 7%
Non-renewable mining resources 7%
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Non-renewable petroleum downstream 3% - 8%

Non-renewable resources petroleum fuel sales 2% - 3%
(sale of liquefied petroleum gas)

Health 1.25% - 9%
Services 1.25% - 10%
Financial system (banks) 4% - 5%
Financial system (minor co-operative institutions) 3% -4.5%
Financial system (insurance) 1.25% - 10%

Large taxpayers that are subject to special income tax regimes, such as the banana and agricultural sector, will not be required to
apply self-withholding with respect to the income subject to such regimes.

Interest paid to financial institutions is not subject to withholding tax. Employment income is subject to a specific withholding
regime.

Capital Gains Tax
Capital gains on the direct or indirect transfer of shares of an Ecuadorian entity are subject to a standard rate of 10%.

When the seller is a non-resident, the Ecuadorian target entity must act as a “substitute agent” responsible for collecting and
paying the tax, which can be used as a tax credit.

Branch Profits Tax

There is no specific income tax for branches. Income generated by branches is taxed according to general income tax rules. An
important exception is the treatment of foreign oil companies involved in state contracts. There is no branch remittance tax in
Ecuador.

Value Added Tax (VAT)

Value Added Tax (VAT) is applied at a standard rate of 15% on the purchase of goods and services (including imports). Food (in
its natural state), agricultural machinery and equipment, drugs, medicines and other pharmaceutical products, water, electricity,
sewage, and other public services, and exported goods and services, are subject to a 0% VAT rate.

Effective from 1 April 2024, the VAT rate for local transfers of construction materials is set at 5%.

The following transactions are exempt from VAT:

e In-kind contributions to companies;

e Inheritances and assets obtained from the liquidation of companies;
e Transfer of business, combinations, mergers, takeovers, and spin-offs;
e Donations to public entities and non-profit organizations;

e Transfers of shares and securities.

The VAT base for local purchases represents the selling price of the goods or services, including other taxes, fees and other related
expenses, less discounts and/or refunds. The VAT base for imports represents the customs value (cost, insurance, and freight) plus
taxes, tariffs, fees, duties and surcharges included in the import filing.

VAT must be filed and paid monthly depending on the ninth digit of the tax identification number (RUC), except for the
entrepreneurs and “popular businesses” subject to the special tax regime, which are required to file VAT on a bi-annual basis (in
July and January), as follows:

. . First semester filing deadline Second semester filing deadline
. . . Filing deadline . . . . . .
Ninth digit . (micro-enterprises subject to (micro-enterprises subject to
(general regime) . . . .
special regime) special regime)
1 10th day of following month 10 July 10 January
2 12th day of following month 12 July 12 January
3 14th day of following month 14 July 14 January
4 16th day of following month 16 July 16 January
5 18th day of following month 18 July 18 January
6 20th day of following month 20 July 20 January
7 22nd day of following month 22 July 22 January
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First semester filing deadline Second semester filing deadline

Ninth digit Filing dead!lne (micro-enterprises subject to (micro-enterprises subject to
(general regime) . . . .
special regime) special regime)
8 24th day of following month 24 July 24 January
9 26th day of following month 26 July 26 January
0 28th day of following month 28 July 28 January

The entrepreneurs and “popular businesses” may also elect to file VAT on a monthly basis.

Foreign Money Transfer Tax (ISD)
All remittances abroad are taxed at a standard rate of 5% beginning 1 April 2024.
Banks act a