S services pmvidcd on credit betwegn foreign anq Argenti_ne entities must
to the AFIP through an electronic portal. This reporting requirement
the amount of credit is at lcast' US$10Q,OOO in total or at least US$10,000 per
nt. Services subject to this requirement include those involving:

@ patents and trademarks

@ royalties
e copyrights
@ business and technical services

® payments under commercial guarantees for exports of goods and services, or
® the right to exploit foreign films.

The Monitoring and Tracking of Foreign Trade Operations Unit (Unidad de
Seguimiento y Trazibilidad de las Operaciones de Comercio Exterior) monitors and
(tjratcks a.mponil a{;‘d exports. This body has wide ranging powers including the ability to

etermine whether transacti i ici
e ons between related parties follow transfer pricing

(c) Money laundering

Argentina systematically combats money laundering. islati iminali
money launderh}g as an offence in itself, A n{mber of cﬁmi;sul;i%ﬂiggrﬁnisﬁgg%ah‘fgz
Centra_l Bank aim at preventing and detecting money laundering activities ir? the
financial sector. Argentina is a member of the Financial Action Task Force (FATF)
but remains on the FATF’s grey list for failure to comply with its recommendations,
Argentina has a Financial Intelligence Unit (FIU) (Unidad de Informacion Financierei

UIF di i ;
Ehe W?())r?g. 1s a member of the Egmont group, which consists of 108 FIUs from across

Argentina sets information requirements for a wide range of entities regardine
suspected transactions. Suspected transactions are transactions that, in accordan%e \! 1 L}
the normal way of carrying on business and/or individual expeﬁénce are unus l m;r
wrthqut economic or legal justification, or have unjustified complexit, re 'u'*i]‘:s\ f
their isolation or frequency. These entities include: PR

® financial entities and pension fund administrators

® entities authorised to operate in foreign currency exchange operations
® persons who carry on activities related to gambling

® stock agents and brokers

® the Public Commerce Register, Control O i i
R gister, ol Organisms, Real Estate and Automobile

® persons who carry out activities related to purchase and sale of works of art

antiques and other luxury objects and the import
. . 7 e
i ke o p xport and manufacture of

® insurance companies
® the central bank
® public notaries.

Argentina imposes prison terms for mon i i
§ ey laundering, ranging from 3 to 10
years, plus fines ranging from 2 to 6 times the amount of the operatﬁm.g
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A

ARG 91-220 INTERCOMPANY PRICING

(a) Intercompany pricing

Argentine income tax law regulates pricing in transactions between related
parties. Parties are related if an Argentine entity or branch of a foreign entity conducts
transactions with an entity or person domiciled abroad and both are under the control
of the same person or entity or, due to equity holdings or financial position, have
power to make decisions for or direct such company. Such transactions must comply
with arm’s length pricing principles. Control exists when a person or entity owns more
than 51% of the capital, or controls enough of the voting shares to prevail at a
shareholders’ meeting. Indirect control over the decisions of the foreign company is
also taken into account, ie main client, main supplier, etc. Provisions control tax
avoidance in the case of underpriced exports and overpriced imports. This means that
the prices charged between related parties must adhere to practices of independent
parties. According to the income tax law, the transfer pricing methods that a taxpayer
could apply are described as follows:

® the resale piice method

® the comnarable pricing among independent parties method
® the cost plus method

O iie profit split method

& the transattional net margin method, and

® market price, in the case of goods with international prices in transactions with
an international intermediary, under certain conditions.

If prices between related parties do not conform to the most appropriate of these
methods given the situation, the Argentine tax authorities will make conforming price
adjustments. Transactions between local enterprises and individuals or legal entities
domiciled, formed or located in low or no tax countries specified in Argentine law are
deemed not to be carried out in accordance with normal practices or normal market
prices among independent parties. Low tax countries are considered to be non-
independent parties. As such, transfer pricing methods are applicable, although there is
no relationship between the parties involved.

The Argentine transfer pricing regulations adopt similar principles to those of the
OECD transfer pricing guidelines.
(b) Advance pricing agreements (APAs)

Taxpayers may apply to the tax authority for an APA on the application of
transfer pricing methods in future transactions with related parties.
(c) Documentation and reporting

Taxpayers must submit transfer pricing documentation on a periodical basis.
There are a number of informative returns.

Form F.741 must be filed annually for cross-border transactions of commodities
with unrelated parties that are not established in non-cooperative jurisdictions.

Form F.2668 covers transactions with related parties established in foreign
countries or in non-cooperative jurisdictions for the financial year. Form F.2668 must
be accompanied by form F.4501, which is designed to include any attachments, such
as a transfer pricing study or certain financial statements. Form F.4501 must contain

the signatures of:
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® the taxpayer
® a certified public accountant (CPA), and
® the CPA’s professiona] body.

The obligation to submit forms F.2668 and F.4501 is only triggered when the value of
Separate transactions exceeds 300,000 pesos or when the total value of all related party
transactions exceeds 3 million pesos. When these thresholds are exceeded, all related
party transactions need to be disclosed, including amounts, the period of the
transaction, goods sold or services rendered, and payment terms.,

Imports and exports of non-commodities with unrelated parties must be included
on form F.2668. The obligation to submit this form is only triggered when the total
value of these transactions exceeds 10 million pesos,

The transfer pricing documentation must be submitted electronically. The
deadline for submission of these forms is generally the eighth month following the
financial year-end; the exact date depends on the last digit of the tax identification
number.

Details of intercompany transactions and related parties must also be recorded
and submitted monthly on Form 968.

Country-by-country reporting requirements

In accordance with the revised OECD guidelines, Argentine resident parent
companies of multinational groups with an aggregated turnover of more than €750
million or equivalent in local currency are required to prepare and file country-by-
country (CbC) reports detailing their cross-border transactions. Argentine resident
non-parent companies of such groups may be required to prepare and file CbC reports
under certain circumstances. Submission of ChC reports is due one year after the close
of the relevant tax year (the group’s reporting period for the purposes of consolidated
financial statements, rather than the individual group companies’ tax or accouniing
periods).

(d) Tax audits

International transfer pricing and profit shifting is policed in Argeriting as a part
of the tax authority (AFIP) program. The Monitoring and Tracking ‘of Fureign Trade
Operations Unit also has the power to determine whether transactions between related
parties follow transfer pricing standards (see ARG 71-210(b)).

ARG 11-230 MIGRATION OF COMPANIES

Argentina does not impose an exit tax on Argentine resident companies that
change their residence. If a taxpayer ceases to be a tax resident in Argentina, no CGT
liability arises. From the time a taxpayer is no longer a resident, it is taxed only on its
Argentine assets and income.

ARG 11-240 CORPORATE TAX FILING, PAYMENT & PENALTIES
(a) Argentine tax year
The calendar year is the standard tax year in Argentina. Corporations that

maintain proper accounting records have to compute their taxes on the net income of
their financial year.

Corporate taxpayers must file returns within 5 months after the end of their fiscal
year.

ARG 91-230
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(b) Prepayments
i i that also have taxable income
ompanies that owe corporate income tax and ‘ : _incor
durin(g: thepprevious tax year must make advance payments against their tax liabilities
for the curtent year.
in 10 instalments. These instalments are
Taxpayers must make advance payments in Im talm :
lculateg gccording to a percentage of the previous year s income tax obligation. This
Cﬂrcentage is 25% of the tax determined for the previous fiscal year for the first
'estalment and 8.33% of the tax determined for the previous fiscal year in the
?;llowing 9 instalments. These amounts are due by the 133th to the 17th day of each
month, starting with the 6th month after the end of the previous tax year.

p> Example

; i t of the income tax to be determined
In June 2022, taxpayers must pay the first instalment on accoun ; : )
f:r 2022. They pay the last instalment in March 2023, May 2023 is the due dat_e for the full payment
of the tax determined for 2022 according to the income tax retum. At t_hat point, the taxpayer pays
the difference between the tax that comes from the tax return and the 10 instalments.

(c) Adjustmest of advance payments

If a comipany paying corporate income tax. and/or the presumptive nummurr;
income-ta; ‘estimates that its advance payments will amount to more than its ;V‘?ﬁf‘l
tax licbiltyy for the year, it may compute the amount actually payable and submit this
together with a sworn statement.

If, at the end of the tax year, the company owes additional tax, the company must
pay the balance, together with interest.

(d) Withholding taxes

income is subject to withholding tax by the persop_who m_akes t.he
paymI:nTa'll}ng:?ii;’held and advailce payments r_educe the tax liabilities which arise
with the final tax statement. Any tax withheld which exceeds the tax payable under the
final tax statement may be offset against other federal tax liabilities or refunded by the
tax authority (AFIP) with interest.

j i i : ident pays for
Payments made abroad are subject to mthholdmg taxes. When a resi
servicesy supplied by a non-resident, they must withhold the tax. This serves as a
definite payment for the non-resident. Non-residents do not file tax returns as they pay
the tax through withholdings (see ARG 91-020).

Payments in foreign currency to individuals are generally subject to a surcharge
(see ARG 1-210(b)).

(e) Final tax statement

Companies must file an annual sworn tax statement (return) providing details of
their profits or losses and assessable property.

At this time, taxpayers must pay the tax payable shown on the tax statement
minus:
® the tax paid in advance (prepayments, withholdings), and

® the credit for foreign taxes.

it thi h month
They must remit this amount by the 7th to the 11th day of the 5t
following the end of the tax year. In certain cases, the AFIP allows the final tax
payment to be paid in instalments.
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(f) Interest

Taxpayers who fail to make advance payments and pay withholding taxes or
other tax liabilities by the due date must pay interest charges calculated from the duye
date until the payment date.

The interest rate charged on underpayments is 3.72% per month from 1 April
2022 (3.35% from 1 January 2021 to 31 March 2022; 3.02% from 1 October 2020 to
31 December 2020; 2.76% from 1 July 2020 to 30 September 2020; 2.5% from
1 April 2020 to 30 June 2020).

(g) Tax amnesty
Scheme from 2016

On 10 February 2016, Argentina enacted legislation that allows taxpayers to enter
into payment instalment plans for the payment of overdue tax debts and fines,

Instalment plans range from 6 to 24 months and are subject to interest rates of
between 1.88% and 2.61% per month, depending on the debt and turnover of the
taxpayer. Monthly payments must generally exceed 1,000 pesos.

Certain payments are excluded from the scheme, including withholding tax,
advance payments of tax and VAT due on imports of services.

Scheme from 2009

Argentine legislation enacted in December 2008 provides taxpayers with an
alternative scheme for paying overdue tax debts and fines, as well as the ability to
regularise the tax status of previously unreported assets.

Overdue tax debts or fines

The scheme may be applied to overdue tax debts or fines incurred on or befora
31 December 2007, with no limitation on the amount owed.

Interested debtors could choose to be included in this scheme, but had te do'so
between 1 March 2009 and 31 August 2009.

Under the scheme, payments are made in 120 monthly instziments. The
maximum term is 10 years.

If the debtor chose to be included in the scheme within the 1irst 2 months (ie

before 1 May 2009), it is exempt from paying up to 70% of the interest owed on the
debt.

If the debtor adheres to the payment plan, the criminal proceedings against the
debtor are stayed and the term of the statute of limitations is suspended. If the debtor
defaults on payments within the prescribed term of the plan, the criminal proceedings
restart. The criminal action is extinguished on full payment of the debt.

Unreported assets

The law also provides for the regularisation of the tax status of foreign currency
and assets not previously reported to the tax authorities.

The cost of asset regularisation is determined as a percentage of the value of the
asset and is based on the final destination to be allocated to the asset after its
regularisation, namely:

® permanently in a foreign country: 8%

® returning the asset to Argentina: 6%

ARG 1-240
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e subscription of public securities: 3% or 5%

e construction, financing of public works and productive investment: 1%.

isation impli i f those taxes for which payments
regularisation implies the forgiveness o ;
Tl;fjtteg in previous fiscal years, as well as those fines that may be generated with
wereé) to the previously unreported assets as far as criminal taxation matters are
re%ﬁ:ﬂamed However, such forgiveness is not applied to potential exchange and
co .

customs infringements. °

ARG 71-250 ADVANCE RULINGS

i i d for Argentine tax purposes,
a taxpayer wishes to change their year en ] ne tax
d ar\g: e;pprova? is required from the General Tax Directorate (Direccion General
? vositiva) of the Argentine tax authority (AFI.P),' Otherwise, the;re is no requirement
tgl Ebtain a ruling before carrying out major or significant transactions.

may request a written opinion on the tax treatment of certain

s;:i)i{grge:i o.‘dgr fo;1 the tax authority to accept the request, the taxpayer must

k. the reduust before the date of the taxable event occurs or before the due date for

ente:‘ x filing for the period in which the taxable event occurs. A genergl ruling sets

ffh‘ratha: 11\;r11Jal procedure to receive such opinions from the tax quthonty. It makes

tl'?eqp opinions binding for both the tax authority and the party making the rgqftriest. tﬁ:
re: regulations, the tax authority should issue a ruling within a 90-day period from

acceptance of the request.

ARG 91-260 TAX AUDIT

(a) Self-assessment

Argentina’s corporate income tax system operates by self-assessment. Taxpayers
must submit tax returns annually.

(b) Audits

If a taxpayer does not file an annual return or files a return and incorrectly states
the amount of tax due, the Argentine tax authority (AFIP) will make an assessment
based on the taxpayer’s available books and records or a presumed tax ba?;a.
Additionally, the tax authorities audit taxpayers’ accounts periodically and inspect tle
accounts and other commercial documentation that they consider rellevant.f lr;
anticipation of a tax audit, taxpayers must retain supporting documentation of a
operations and transactions for a period of 10 years. Audits may cover all issues in ar;
entire tax year or only a specific issue. The tax authorities may also require add}tlon;
information from third parties who have carried out commercial transactions with the
business in question.

The statute of limitations for tax audits is 5 years. For so_cial security taxes, the
statute of limitations extends to 10 years. The statute of limitations also is extended to
10 years if the taxpayer is not registered; however, it is not increased in cases of fraud.
The statute of limitations begins on 1 January in the year that follows the year of the
due date for the tax return. For example, for income tax determmedl for 2021, if the
due date for the tax return is in May 2022, then the 5-year term begins on 1 January
2023. The statute of limitations begins to run even if the taxpayer fails to file a return.

The tax authority may impose fines and temporary suspensions (precautionar);‘
closing) of a company’s activities during the 5-year period beginning on 1 January o
the year following the year in which the non-compliance occurs.
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tions must be registered with corresponding authorities when applicable (ie
op‘;‘riical assistance agreement with the National Industrial Property Institute (Instituto
ggcional de la Propiedad Industrial or INPI)). Furthermore, corresponding income tax
withholding must have occurred.

Tax is withheld on fees and other remuneration to be paid abroad for services
rendered in Argentina. These rates may be reduced by a tax treaty.

(b) Cash transfers

Cash transfers may be subject to withholding tax if they arise from taxable
foreign income (see ARG 2-050(a)).

(c) Acquiring a local business
Depreciation allowances are summarised in ARG §1-100.

Losses incurred by the vendor of an Argentine company may be transferred to the
purchaser only when the former activities or operations of the company are
maintained.

(d) Acquiring a local subsidiary

When a purchaser acquires an Argentine company, the Argentine company’s tax
debts remain enforceable for the acquired company.

The value of the assets is not increased to equal the purchase price of the shares.

The losses of previous tax years may offset profits for the following 5 tax years
following the year in which the losses were incurred (see ARG 1-080(a)).

(e) Local holding company

Offset of profits and losses is not allowed between companies within a group of
Argentine companies. Accordingly, an Argentine holding company could not offset
interest paid on loans taken out to acquire an Argentine subsidiary against the profiiz
of those Argentine subsidiaries.

The disposal by an Argentine holding company of shares in its subbidiary is
taxable in Argentina.

(f) Local financial entity

The Argentine withholding tax on interest is 15.05% whei. the lender is a
financial entity resident in countries where there is the supervision of central banks, or
in the case of acquisitions of fixed assets.

In all other cases, the withholding tax rate is 35%. The tax rate may be reduced
when the transactions are made with countries that have signed tax treaties with
Argentina.

(g Local licensing company

Companies must register all contracts and other agreements for the transfer of
technology with INPI. When the corresponding royalties are paid, tax must be
withheld on a percentage of the gross revenue.

Many of Argentina’s tax treaties provide reduced withholding tax rates on
royalties derived from the licensing of trademarks, patents, plans, designs and secret
processes.

(h) Trading company

Argentine arm’s length pricing rules apply to pricing arrangements where goods
are acquired or sold for excessive consideration or for less than proper consideration.

ARG 12-020
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Where excessive payments are made to a foreign company, the tax authorities
may tax the excess at the corporate tax rates of 25% to 35%.

(i) Foreign tax credits/double tax relief

The income earned abroad by Argentine residents and companies is subject to tax
in Argentina. Foreign tax credits are available but only to the extent of the Argentine
tax payable on the foreign income.

ARG 92-030 ARGENTINE BRANCH
In order to conduct business through a branch in Argentina, a foreign company

must:
e prove its existence according to the laws of its home country

@ create a domicile in Argentina and register in Argentina

® demonstrate its decision to have a branch in Argentina and appoint a branch
legal representative, and

® submit 4 annual report to Argentina’s General Inspect_orate of Justice

(Lnspcccién General de Justicia) detailing the ultimate beneficial owner/s of the

campany.

“o prove its existence according to the laws of its‘home E:ounﬁry, a fo;l'eig’n
company must file with the General Inspectorate of Justice (wl}lch is Argentina’s
_orporations control authority) a copy of the minutes of the meeting of the board of
directors held in the home country which recorded the dgc:lswn to establish a bra,nch_ in
Argentina, duly apostilled, together with the designation of a legal representative
residing in Argentina and a designated address.

A branch is considered a separate entity from its home office for tax purposes. A
branch is subject to tax in Argentina on its worldwide income. The tax rate applicable
to branches is the same as the tax rate that applies to Argentine companies (25%).

A registered branch of a non-resident corporation must appoint a legal
representative to perform all acts its head office is authorised to perform. The legal
representative is also responsible for the administration and representation of the
branch and replaces the figure of a corporation board of directors’ president. Legal
representatives must be individuals that are residents of Argentina. There is no
requirement that a fiscal representative must have a permit once the branch correctly
- registers in Argentina.

An Argentine branch’s taxable trading profits are calculated on the same basis as
those of an Argentine incorporated company. The branch must keep separate
‘accounting records in Argentina that show its own profits. Failure to do so may result

n the treatment of income of the foreign company as sourced in the Argentine branch.

- A foreign company with a branch in Argentina which receives other Argentine
‘Source income is subject to corporate profits tax on that income (see ARG 92-050).

ARG 92-040 ARGENTINE ADMINISTRATION OR LIAISON OFFICE
() Administrative or liaison activities

e All income from administrative or liaison activities carried out in Argentina
[Tepresents taxable income subject to Argentine corporate income tax. When the
‘amount of Argentine source income cannot be ascertained precisely, the tax authority
(AFIP) may determine the taxable earnings by reference to indices or estimates of
j_income earned by other businesses in the same field of activity.

e
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Country Dividends Interesi Royalties
% % %

Chile 7 4/12/15% 3/10/15%
Denmark a2 0/12'° 3/5/10/15°
Finland i 0/15"! 3/5/10/15°
France 7 15.05/20'2 17.5/1813
Germany 74 0/10/15" 15/17.5/21/31.5'
Italy 7% 0/15.05/20'¢ 10/17.5/18"7
Mexico v 0/12% 10/15%
Netherlands 7 0/12'8 3/5/10/15°
Norway i 0/12.5° 3/5/10/15°
Qatar 5724 0/12"° 10
Russia 922 0/151 15
Spain 722 0/12% 3/5/10/155
Sweden 7% 0/12%° 3/5/10/15°
Switzerland 7= 0/12% 3/5/10/1577
United Arab Emirates 72 12 10
United Kingdom g 0/12% 3/5/10/15°
Footnotes:

1 The 15.05% rate applies to interest paid (a) by a financial institution, (b) to a bank or
financial institution located in a non-tax haven jurisdiction, (c) in respect of certain bonds
registered in countries that have concluded an investment protection agreement with
Argentina, or (d) where the transaction involves the financing by a seller of depreciable
moveable property.

2 The 12.25% rate applies to copyright royalties; the 17.5% rate applies to film royalties;
the 21% rate applies to technical assistance fees; the 28% rate applies to patent royalties

3 The lower rate applies to interest paid in respect of investment of official reserve asvets by
a government organisation or the central bank.

4 The lower rate applies to royalties from the use of copyrights, industrial ot scientific
equipment, or scientific, technical, or industrial information.

5 The lower rate applies to interest paid to a government organisation or the central bank, or
in respect of (a) commercial debt-claims resulting from deferred payments for machinery
or equipment, (b) a loan or credit guaranteed or insured by a financial institution or public
entity to promote exports, or (c) a bank loan (not represented by bearer instruments)
lasting for at least three years.

6 The 3% rate applies to news royalties; the 5% rate applies to copyright royalties
(excluding films and recordings); the 15% rate applies to film royalties; otherwise the
10% rate applies.

7 The non-treaty rates apply because there is no reduction under the treaty.

8 The 0% rate applies to interest paid to a government organisation, or in respect of
government bonds or debentures.

9 The lower rate applies to interest paid in respect of (2) government bonds or debentures,
(b) sales on credit, or (c) a loan or credit guaranteed or insured by specified institutions.

10 The lower rate applies to interest paid (a) to a government organisation or the central
bank, (b) in respect of a loan lasting at least three years guaranteed by a government
organisation or paid to a bank or financial institution, or (c) in respect of sales on credit of
merchandise or equipment.
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he lower Tate applies to interest paid (a) to a government o.rgapisation or the central
i g nk, (b) in respect of a loan guaranteed by a government organisation, or (c) in respect of
ank, : :
sales on credit of machinery or equipment.
ower non-treaty rate applies to interest paid in respect of a loan or credit guaranteed

e | d by a government organisation or the central bank, or between government

or iﬂSUI'e_
organisations.

13 The lower non-treaty rate applies to film royalties. .
he 0% rate applies to interest paid to a government organisaqu or thg central bank; the
y To% rate applies to interest paid in respect of (a) sales on credit of equipment, (b) a bank
loan, or (¢) financing public works. '
15 The 15% rate applies to royalties from the use of any _copyrigh_t, patent, trac_iemalrk, deS}gn
model, plan, secret formula or process, or information concerning industrial,
ggmmercial or scientific operations; otherwise the non-treaty rates apply. )
i i i overnment organisation, or in respect of a
5 E)};:a gg;;:?b?ﬁﬂfﬁ ;cc’n]:];g;fnlzsa;ctihtg 1051'8%{0/30 rgnon-treaty rateg;:plies if the payer satisfies
the condition in footnote 1. ~
17 The 10% rae applies to copyright royalties; the 17.5% non-treaty rate applies to film
PR i i f a loan lasting at least
b i interest paid (2) to or by, or in respect o ;
" ;I}H_vl?ze‘:‘::rlslgiri?l]:;fg (:(; ifst.ﬁred !:I?y, a éo)vermngrﬁ organisation or the central bank, or (b)
1 vespect of sales on credit of machinery or equipment.

19 The lower rate applies to interest paid to a government organisation or the central bank.

20 The lower rate applies to interest paid (a) to or by, or in l_'espect of a loan guaranteeddl?y, 311:
government organisation or the central bank, or (b) in respecot of sales on credit t?
machinery or equipment; the higher rate is lower than the 12.5% treaty rate due to the
activation of a most favoured nation (MFN) clause.

21 The lower rate applies to interest paid (a) by, or in respect of a loan or cn_edit guaranteed
or insured by, a government organisation, (b) in respect of a bank loan lasting at least five
years, or (c) in respect of sales on credit of equipment.

22 The non-treaty rate applies rather than the higher rate specified in the treaty.
23 The non-treaty rate applies because there is no reduction under the treaty.

24 The lower rate applies to interest paid to or by a government organisation or the central
bank. o -

25 The lower rate applies to interest paid (a) to or by a government organisation, (b) in
respect of funding agreed for at least five years between the governments of both
contracting states, or (¢) in respect of sales on credit of equipment.

26 The lower rate applies to interest paid (a) to a government organisation in respect of a
bond or debenture, (b) in respect of a loan or credit financed, guaranteed or ms1_1red by a
government organisation or the central bank, (c) in respect of sales on credit of industrial
equipment or machinery, or (d) on a bank loan granted for more than three years.

27 The 3% rate applies to news royalties; the 5% rate applies to copyright royalties
(excluding films and recordings); the 15% rate applies to broadcasting royalties or
information concerning commercial operations.

28 The 4% rate applies to interest paid in respect of sales on credit of industrial equipment or
machinery; the 12% rate applies to interest paid in respect of loans granted by banks or
insurance companies or bonds and securities that are regularly traded on a recognised
securities market. ’

29 The 3% rate applies to news royalties; the 10%_ rate applies to copyright roya.ltles
(excluding films and recordings) and to royalties paid for. the use of any patent, design or
secret formula, or industrial, commercial or scientific equipment or information.
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event ticket sales, and sales in the publishing sector. Exports are exempt frop, |
(zero-rated). Austrian branches and non-resident companies without a b"ans
Austria are subject to VAT if services are performed in Austria. '

inesses with annual turnovers below €7,500 are not required to make a
b if no taxes are due. Such businesses are not allowed to show VAT on
AT is still payable, but cannot be deducted by the recipient.

turns and payments

must file advance VAT returns monthly or quarterly. Companies with
annual turnover of less than €100,000 may file advance VAT returns
T e for the tax year is filed annually. Electronic filing is
ies for late filing are up to 10% of the assessed tax.

Bunt of VAT payable for a specific tax period must be paid by the same
uired VAT return filing date (15th of the second following month).
the usual form of payment of VAT due. Additionally, a taxpayer can
the tax account as well as credits on other tax accounts. Penalties are
. |ate tax payments and non-payment of tax, starting at 2% of the
ymount.

ts are subject to VAT in the period the prepayment note is paid,
o whether the supply or service has already been rendered.

s virectly affected by the coronavirus (COVID-19) pandemic may apply
gty for a reduction or waiver of penalties and interest in respect of late

OQ h of input VAT

Passenger vehicles and vans are subject to a standard petrol usage ty,
maximum of 16% of the invoiced price in addition to VAT. The tax rate is dete
according to the average petrol usage.

Transactions of real estate, certain rent turnovers and transactions of credit
taxable events are exempt from VAT, although the taxpayer may elect to makg
taxable events under certain circumstances. :

(f) Records and invoices

A taxpayer must generally retain VAT records for 7 years. If related ¢4
estate, such records must be retained for 12 years. Taxpayers may maintain accqyny
records outside of Austria. Certain VAT exemptions do not apply unless the tayy,
keeps its VAT records within Austria. Records may be kept solely in electronic ol

An invoice for domestic or export transactions where the total amount (jg
VAT) is at least €400 must include: ’

® the date of issue of the invoice

® asequential invoice number issued to identify the invoice

® the VAT identification number of the supplier & recipient of goods or services may deduct input VAT on receipt of the
. \l~ and an invoice from the supplier. Input tax on prepayment notes is

® the full name and address of the supplier 00 B Spccific rules apply to import VAT.
® the full name and address of the customer, and the VAT identification num\gy » input VAT in connection with VAT tax-exempt turnover is not
the customer when the amount of the invoice exceeds €10,000 N he supply of goods or services is exempt from VAT, the recipient may

the quantity and nature of goods supplied or the nature of the services teade P

® the date of the supply or the date when the services were rendered § without a domicile or PE in Austria may request VAT refunds if they
1y revenue subject to VAT in Austria. If they have revenue subject to
, they must register for VAT, unless the reverse charge rules apply.

janies without VAT registration in Austria may request an input VAT
e first 6 months after the end of the calendar year in which the tax was
ests must be made to the Graz-Stadt regional tax office using the
d file. This file must state the sum of VAT refund claimed and

jinal bills and receipts, as well as the application and the home country
i certificate.

; must file a request for a VAT refund no later than 30 June of the
ceipt in the tax office) in which the tax was incurred. In order to
fund, it is not necessary to appoint a fiscal representative.

'a_ refund are made via a standardised online form which is offered
fities of the country of residence. Original bills and receipts do not

d. The taxpayer must file a request for a VAT refund no later than
the following year.

® the consideration received for the supply or the services, rendered ang
applicable tax rate

® the application of tax exemptions (if any), and

® the amount of tax in euros. Foreign currency may be converted to euros
either the official average exchange rate or the latest exchange rate publish
the European Central Bank.

An invoice for intra-community transactions must include the VAT identifie
number of the taxable person. The tax exemption has to be stated as well. Elect
invoices are accepted under certain conditions. Foreign languages are allow
invoicing. -
(g) VAT registration

Resident businesses, permanent establishments (PEs) and non-resident
must register for a general tax number with the local Austrian tax office respe
for the area in which the principal business is established. When a business €
for a general tax number, the Austrian tax authorities will also issue &
identification number to the business, upon request. The format of the
identification number for resident businesses, PEs and non-resident busines
ATUXXXXXXXX. In general, every entity earning revenue subject t0 VA :
state a VAT identification number on their invoices.

 for non-residents are handled via a special procedure.
Be rules

I:W contains reverse charge rules. The reverse charge rule for
mPPhes to supplies of goods that are installed as well as to
verse charge rule, tax liability is transferred from the supplier to

AUT 91-185 AUT 1-185
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developments, such as country-by-country (CbC) reporting requirements. There gy,

material deviations from the OECD standards or previous Austrian practice .
transfer pricing methods described in the OECD guidelines are allowed; howevep 4
direct method should preferably be used where possible. There is no specific dea&] "_‘_
for the completion of the preparation of documentation. Transfer ppy ]
documentation must be submitted to the tax authorities on request. Related Pa !
transactions must be disclosed only if the tax authorities ask for the disclosure. :

1-240 CORPORATE TAX FILING, PAYMENT & PENALTIES
i strian corporate tax returns

iling AU

- gmpaﬂ y must file corporate tax returns within 6 months of the end of the
- car. Electronic filing is obligatory unless it is technically impractical. When
iz not filed electronically, it has to be filed within 4 months of the end of the

vear. A corporation that is represented by a tax advisor may defer filing for

"; 5 months.

According to Austrian income tax law, a company is considered to be affiljg, _
- os are generally due for payment one month after the tax assessment is made.

if:
® it has the same owner ystrian tax assessments and interest on late assessments

A — : - R ; Fax assessment is gsuglly made within a few days of filing. An assessment can be

e Austrian company is a partner in a foreign partnership or vice versa . 1o further investigation by the Austrian tax authorities.

orate tax assessed later than 1 October of the following year is subject to
if the chargeable interest exceeds €50. This rule also applies to tax credits (ie
paid to the taxpayer by the tax authorities for tax credits). Late income and

income-tax payments are subject to a tax rate of 2% above the basic interest
basic misrest rate is the interest rate the European Central Bank uses for its
cing wperations.

® the Austrian company owns more than 25% of the shares of the fore

. : ig
corporation or vice versa, or 1

® both companies are managed by the same persons.

(b) Disclosure to authorities

Austrian parent companies are required to cooperate with the Austrian g
authorities to a greater extent than usual where foreign subsidiaries are concerned ap
must provide disclosure when requested by the tax authorities during an assessment g
tax audit,

[z payers can make a prepayment of tax to avoid interest charges, even if they
i) wax return at a later point of time.

xpayers directly affected by the coronavirus (COVID-19) pandemic may apply

(c) Formal documentation requirements tax authority for a reduction or waiver of penalties and interest in respect of late

Austrian companies are required to file CbC reports in line with OECE

guidelines. Additionally, Austrian companies belonging to a multinational group wy
turnover exceeding €50 million in the previous 2 fiscal years are required to prepa,
master file and local file documentation. These files need to be submitted waihin 3
days from a request for them by the Austrian tax authorities.

dition, late payment interest was waived between 15 March 2020 and 30
1. Late payments received after 30 June 2021 are subject to interest at 2%
1e basic interest rate from 1 July 2021 to 30 June 2024.

ian advance tax payments

vance payments of Austrian tax are due in quarterly instalments on 15
15 May, 15 August and 15 November. Advance payments are generally
the previous year’s tax assessment, increased by 4%. Prepayments based on a
or to the immediately preceding year are increased by an additional 5% for
1secutive year,

istrian withholding taxes

(d) Advanced pricing agreements procedure

Austria does not have an advanced pricing agreements procedurs. The Austria
tax authorities only give an opinion on questions of (interpretationicf) law, if asked t
do so, but never on questions of fact, as would be the «case.tor advance pricin|
agreements.

olding taxes on dividends are due one week after the distribution of profits.
any must pay other withholding taxes to the tax authorities within 15 days of
tive month end.

rian penalties

AUT 91-230 MIGRATION OF COMPANIES
(a) General rule

There are only a few provisions designed to discourage Austrian branches @
companies from transferring their business or their residence out of Austria. The prio
consent of the Austrian tax authorities for such a transfer is not required. :

(b) Deemed sale

The transfer of an Austrian business abroad is deemed to be a sale of -"f
enterprise as a going concern on the basis of market values. Taxes become payabl
accordingly.

(c) Deferred assessment of tax

lterest on overdue payments is charged at 4%. The tax authorities can levy a
alty of up to 10% if a taxpayer does not meet the deadlines for filing tax
Taxpayers directly affected by the COVID-19 pandemic may apply to the tax
or a reduction or waiver of penalties and interest in respect of late payments.

[1-250 ADVANCE RULINGS

2neral rule

Austrian tax authorities do not generally issue legally binding advance
OWever, it is possible to request a binding advance ruling on issues relating

: sations, tax groups, VAT, transfer pricing, international tax matters and the
of abuse. There is no specific time frame for requesting advance rulings, but

The deferral of the assessment of tax is not permitted. Instead, a company
opt to pay exit tax in instalments over a period of five years (seven years befof
1 January 2019) in the case of fixed assets and two years in the case of current assetS:

AUT q1-230 AUT 91-250
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(b) Interest
Residents and non-residents

Interest is normally regarded as sourced in Austria if the debtor is domi(:ile q
resident in Austria or has its place of management in Austria. A number of Spegt
provisions exist which should be considered in any given situation. s

ical treaty tax credit rules. All of Austria’s double tax agreements
" foreign tax credit provisions broadly similar to those suggested in the
3 del Treaty. In the event of conflict the treaty provisions prevail.

ilising tax treaty refiel

A deeming provision operates to give an Austrian source to interest on money geq
by a mortgage over Austrian property.

(¢) Rent

Residents and non-residents

Status and confent of tax treaties. Austria has a comprehensive network of
le tax agreements. In general terms these follow the OECD Model Treaty
quble h significant individual variations can be found. Austria’s tax-treaties
#e?rlilge all domestic tax legislation.
F Typical residence tie-breaker article. The precise wm.'ding o_f the _individual
. e tie-breaker article adopted in Austria’s tax treaties varies with the age
sﬁ?;eaty concerned and may be significantly different from the wording
pgested in the current OECD Model Treaty.

Real property rentals are treated as sourced where the property is located.
(d) Royalties
Residents and non-residents

Royalties are generally treated as sourced where the property rights giving rise tq g
royalty entitlement are located. '

(e) Dividends
Residents and non-residents

@3-060 MAIN DEDUCTIONS AND RELIEFS
sic Austrian deductibility principles

nts
=+t of general principle, a deduction is available for all losses and expenses to

The source of dividend income is treated as the place where the company earneq ¢ G that they are incurred in gaining or producing assessable income, or are
profits applied to payment of that dividend. This is usually the place where ;( incurred in carrying on a business for the purpose of gaining or producing
business of the company is conducted. “ble income. However, losses and outgoings of a capital, private or domestic

617 expressly precluded from deductibility, as are outgoings incurred in relation
ing of exempt income.

losses incurred in one year can be carried forward without restrictiop
e to losses from 1991 onwards; losses from 1989 and 1990 must be split
ver 5 years starting in 1998) but cannot be carried back to prior years. For
1997, loss carryover from previous periods was suspended. No loss carry-
s available to individuals.

(f) Pension and superannuation payouts
Residents and non-residents 0
Pension payouts are treated as sourced where the fund making the payment is locateq O
(g) Capital gains 1
Residents and non-residents
Capital gains are sourced in Austria if they are derived from Propatty~or proper
rights located in Austria.

AUT 93-050 UNILATERAL AND TREATY TAX CREDITS
(a) Unilateral tax credit system

Residents

| January 2000, a general loss compensation ban for losses resulting from
oldings in ‘‘loss”’ companies against profits resulting from other'sources of
 was imposed. From that date such losses were permitted to be carried forward
ensated against profits resulting from each such shareholding in following
sses may be carried forward and set off against up to 100% pf taxable profits.
anuary 2012, the use of losses realised outside Austria is pe'rmltlted m}ly
such losses would be allowable under the rules of the jurisdiction in which
0S€e.

Unilateral foreign tax credit relief is available to Austrian resident individuals. It
possible to apply for such tax credit relief where no double tax treaty exists.

(1) Calculation of credit. Resident taxpayers are entitled to tax credits fo
income taxes deducted from their foreign sourced profits. The gross foreigl
income is assessable but the Austrian tax payable on that income is calculatel
by applying the taxpayet’s average tax rate to the taxpayer’s net foreign inco m
The maximum credit cannot exceed the Austrian tax payable on the net foreig
income.

(2) Treatment of excess credits. The excess of foreign taxes over credits appli
in Austria cannot be carried forward or back.

(3) Tax planning for foreign income and credits. Tax planning in relation .-
foreign tax credits usually revolves around endeavouring to ensure that LK
foreign tax paid on particular income does not exceed the average Austrian I
payable on that net foreign income and endeavouring to structure affairs sué
that foreign tax credits can be fully utilised in the current year.

« ategories of special expenses are deductible. These include:
pension contributions to Austrian pension funds

life insurance premiums (however, when based on a contract concluded after
‘May 1996, only annuity payment contracts are allowed for special expenses)

accident insurance premiums

Private medical insurance premiums

Certain expenditure on construction of a private residence (see (c)(1) below)
Certain donations to charitable institutions

Z' penditure on tax advice

A€ purchase of new shares in manufacturing companies (see (d)(2) below)

AUT 13-050 AUT 93-060
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Employees are entitled to a tax credit of €400 for travel from home g W
which includes an additional employee tax credit. The tax credit may on] 4
deducted as long as it does not exceed the tax on employment income, Diff
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TRI
' re is no limit on in-house R&D costs eligible for the payment. Eligible
T&i,ourced R&D costs are limited to €1 million (the maximum 14% payment
O hercfore €140,000). |

prior authorisation as to eligibility and may not be claimed
f the year in which the expenditure is incurred or after the tax

rules apply where the workplace is over 20 km from the employee’s home :
i Claims require
pefore the end 0

Where bonuses are paid in addition to the 12 monthly salary paymentg
assessment date.

customary, eg for holiday pay or a Christmas bonus), the first €620 pajq .-
and above the normal annual salary is completely tax free. ]

- Education. An education allowance is granted up to 20% of the education
For bonuses from 1 January 2013, the following tax rates apply: (i)

ts of employees. A bonus of 6% of the expenses of education which are
00? already used as the basis for the tax exemption is available. The education
k- lso applies to internal educational costs. In this case, the

B t (€ Rate (% ce a .
Omgpat':t’g;no = aOE( . ﬁingce amounts to 20%, but is limited to €2,000 for each event or each
g ; - £ For individuals and partnerships, a basic
& iy Allowance for investments. For mdividuals and parinet :
iggg: 22(3)2(3) iz 75 i Sﬁlgwince of 13%, up to a maximum of €3,900, is available for any
fopr G0 - ' jnvestments. ‘ ' _
Over 83,333 > ' A specific allowance for profits from certain investments is also available for

: individuzals and partnerships. Tax rates on profit allowances from 2013 to

Special payments made in connection with the termination of empl
iy . 9022 are as follows:

as so-called ‘‘golden handshakes’’ at early retirement, are taxed at a fixed rafg
6% to the extent that the payments do not exceed 9 times the social segy

income ceiling for contributions. This ceiling is set at €5,670 per month in 2 Profits (€) Rate (%)
(€5,550 per month in 2021). Up to 175,000 13
Additionally, voluntary severance payments are only subject to a flat tax raf 175,001-350,000 7
6% if employment status was established before 1 January 2003, : 350,001-580,000 45

. Over 580,000 0

For an employmey
>

Up to the amount of period uf :1‘ he following conditions also apply:

_ the allowance applies to business or self-employment income or income
from farming and forestry activities that account for profits on a cash basis

2/12 of the current employment income received
during the last 12 months 3 vears

3/12 of the current employment income received

during the last 12 months 5 years .~ the investment is made in new tangible limited-life assets as well as

: ] i ified securities
4/12 of the current employment income received i

during the last 12 months 10 years - —there is a minimum utilisation/holding period of 4 years in respect of the
6/12 of the current employment income received  investment made

during the last 12 months 15 years " cligible business establishments must be located in Austria or another
9/12 of the current employment income received * country within the EU.

during the last 12 months ’ ' 20 years uildings, cars, aircraft, low-cost as well as used assets and assets which
12/12 of the current employment income received dy benefit from R&D allowances are not eligible for the profit
during the last 12 months . 25 years wance. If the minimum period of 4 years is not satisfied, investment

kpenses will be subsequently taxed.

should be noted that this allowance is available in respect of self-
iployment income, where previously only business and farming income
fited from such allowances.

Extended loss carry-forward. Cash basis accounting businesses are
merally allowed to carry losses forward from the previous 3 years. Losses
rived before this 3-year-period are lost.

Severance payments made by a precautionary employee
(Mitarbeitervorsorgekasse) to an employee are taxed at a rate of 6%.

(2) Business income:

(i) Research and development, A premium (grant) of 14% of expendi_ ure
eligible in-house and outsourced R&D is available. This is in additio
100% deductibility for R&D costs. The premium is not dependent 0t
profitability of the company and may be paid in cash where necessary:
premium due is normally deducted from any tax liability, with any shof
being payable to the taxpayer.

) Assumed expenses. Individuals with small businesses who calculate their
Ofit on a cash basis have the right to assume their expenses with 6% of
SINess proceeds when profits are generated from:

AUT 93-060 AUT q3-060
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These percentages apply up to a ceiling of €5,670 per month for 202

per month for 2021). This ceiling is also used for the extra 2 monthg’ (85

€am,
Ingq

salary (for holidays and Christmas) which Austrian employees
security contributions are deductible from taxable income for
purposes.

Developments

The Austrian Government has proposed reducing the health
contributions. Specific details of the proposal have not yet been announceg,

International Master Tax
Q

INSurgpy
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o IND!
[ vements within the EU, EC regulations apply.
anel MO

SALARY PACKAGING

g atment of fringe benefits

£
s
Q.

',‘",: n tax tre t

' idents

on-res‘\ldeV irtually all cash allowances paid to employees and all non-

ed by employers (with certain exceptions) are teated as par
! * salary and are hence subject to the deduction of tax at 4 i
e employees titled to claim a deduction for expenditure incutre

of easthmi:'3 saelleli.;y income. It should be noted that entertaining costs are non-

ducing tne

sand 1
Liability 10 1.
L penefits POV

In addition to the social security element, the system also collects a com actible. ; imbursed by their
. e u : s which are reimbu y
Chamber of Labour (trade union) contribution of 0.5% and a p, contrast, expenses incurred by employee

construction contribution of 1%,
bonuses (the rates are included

in some additional contributions, ag
above) — see AUT Y3-060(b)(1).

Contributions for social insurances cease to apply for older employeeg

they reach a certain age:

Female
Type of insurance Male employees employees
Unemployment insurance 56 years 56 years
Insurance in case of
employer’s insolvency 60 years 56.5 years
Accident insurance 60 years 60 years

Non-residents

Non-residents are basically treated in the same way as residents with respect.tc, oo

security.

Foreigners receive the statutory pension only if they are resident in Austria, there ig
social insurance agreement with their home country, or their stav-abroad has be

approved.
At present there are such agreements with:

Albania Hungary Philippines
Australia Iceland Poland
Belgium India Portugal
Bosnia-Herzegovina Ireland Romania
Bulgaria Israel Serbia
Canada Italy Slovakia
Chile Latvia Slovenia
Croatia Liechtenstein South Korea
Cyprus Lithuania Spain

Czech Republic Luxembourg Sweden
Denmark Macedonia Switzerland
Estonia Malta Tunisia
Finland Moldova Turkey
France Montenegro United Kingdom
Germany Netherlands United States
Greece Norway

Partial agreements have been concluded with the Philippines and Switzerland.

AUT 93-110

but these are not due on the customary

1 ver are not subject to tax in the hands of employees.
ploy

Lo items excluded from the tax base include:

]

Shg

(i) f2:nil / allowances

i - TOV (!e |e(}|eatl(i||a and cu tura act ities naer arten
\ Jial []5}' l d f 5 g 3

amount of up to €1,000 pa paid by an employer to the employee for
;é:ire where the child is not older than 10 years

(v) participation in company organised events (outings, celebrations, cultural
. rgﬁ-mances) up to €365 per person pa ,

amounts expended by the company to secure the employees’ future (up
£300 per person pa)

(vii) voluntary social benefits provided to all or some of the employees
iii) free meals and drinks provided by the employer
v

(ix) transportation to and from work g
shares in the employer’s company up to the amount of €3,000 pa, under
pecial conditions, and | s
i) voluntary benefits for the clearance of natural disasters, especially floods,
dslides and avalanches.

2) Benefit valuation. As a general rule fringe benefits have a taxable value

to their cost to the employer. However, a range of more s}llncc1ﬁch¥211::t;§g
exists to deal with the valuation of particular benefits such as ve

\

[1S.
gific treatment of common benefits

8 and non-residents ‘ . ax. Complex
| Cars. Employer provided motor vehicles are subject to mcomehjci(e' P
luation rules apply but the after-tax cost of maintaining a V_‘; s1ig epmlriviee
Ways less if the vehicle is provided by the employer than if the emp
dintains their own vehicle from after-tax earnings. el
) Telephone. The payment or reimbursement of telephone exPel};‘;ZI']ii;?e Jthe
‘income tax except to the extent that the employee can su

Isiness use of the telephone.

AUT 93-120
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cOMP
2020. Company forms that no longer exist as a result of the Cq -

s . AT ’ hips . ha
Associations Code have until 1 January 2024 to convert to a form availap. | tners : nootschap Onder Firma (VOF)/Societe en nom
current code. le it 3 partﬂ%fsli}gnr&;ifgy 2 or more partners. The partners are jointly and
maYuneiimited extent for the debts and obligations of the partnership.
eiZhip has legal personality.

(b) Limited liability companies
Under Belgian law there are 2 different types of limited liability COMpane )
“ nerships , ik

; : anditaire Vennootschap (CommV)/Societe
partne)l’ﬁr‘glg ég‘;ﬁﬁeg by one or more general partners with one or

S riners are jointly and severally liable to an unlimited
e f ggﬁgﬁ%ﬂnsnof the pgirtnership. The liability of limited partners

@ Besloten Vennootschap/Société éResponsabilité Limitee (BV/SRL)
@ Naamloze Vennootschap/ Societe Anonyme (NV/SA).

A limited liability company is formed by one or more persons (either jpgs.

or legal entities), for the purpose of conducting a business venture and djyjqu g debts a0 O ' 4 contribution (if any). Limited partners may not take
profits among the investors. These entities are the most common 1’01-,r,3d(1)¥1 lin ted to tgfléy?t?:lganner?’hip‘ If they do so, they become jointly and
structure in Belgium. Of these, the BV/SRL is.the most common form of nana; 31;113 obligations of the partnership as if they were a general partner.
structure used by resident businesses. Both company types may be listed oy ) Je for t h"i has legal personality.

exchange. However, the NV/SA is the standard form for listed entities. ' P

partners

Information on the basics of creating a company in Belgium can be foypg erview

i income tax and

; % e ; : ; : A not themselves subject to corporate income
official government website: business.belgium.be/en/setting_up_your_businegg, " pa‘r::neg;tllf;uagfs. The partners, either individuals or legal entities, musl]:
Incorporation P ership assets and income in their tax returns. Genera

8 rtn .
- o erships are liable to corporate income tax and must file a

Incorporation of a limited liability company occurs through a deed, swomy} ® wd Jimited partn
a notary public, which includes the articles of association and a detailed financig] O ‘
The articles of association of a BV/SRL may contain a clause limit & ] . . . g i
transferability of its shares. An NV/SA must be registered in the nam roorated branch is an extension of a domestic or a foreig v, -
| ! [ 0 :tv. Branch income is considered to be directly eamne
shareholder in a shareholders register. ] orete e entity. Branch ity cam
. ' X ) e of the entity and is subject to tax at that level. Branches of foreign
There is no minimum share capital requirement for the BV/SRL. Howey o fic B orporate e fho Bisuch Iquahﬁes w52 PEn
company must have sufficient funds to meet the company’s objectives. The mis Q J‘ccforeign B T s o proven B it profis g e
M P :oﬁt must be determined using comparables or on the basis of other

Taxation overview ect reality (eg the cost plus method).

The profits of a company are taxed twice, once at the level of the sompany rview . d'in that
and once in the hands of its shareholders when profits are distributed. This d lome of a branch of a domestic company must be included in tha

taxation may be mitigated under certain conditions for both caipcrate and indi x return. Branches of foreign entities subject to Belgian corporate Income

shareholders. The most important measure in this respsct~is the partieif ' non-resident corporate income tax return. Belgian branches of foreign
exemption, which may apply to corporate shareholders. '

e subject to corporate income tax (vermootschapbelastiqg!impots des
‘the profits and capital gains arising from all their activities, wherever

By distributing part of its income as salary to shareholder-employees, a coit Rless domestic law or a tax treaty specifically excludes such income.

may reduce its taxable income. To the extent this salary and the related social chi
are reasonable, taking into account the activities performed by the sharehg

employee, the salary is deductible for corporate income tax purposes. ! 5 a foreign branch are deductible from the taxable income of the Belgian

biject to certain conditions. Losses must ﬁ_rst offsetl profits from other
hes, resulting in the restriction of offset against Belgian taxable income.
be carried forward indefinitely. In order to avoid double benefiting of
it the branch level and at the head office), future branch profits will result
; the losses previously offset in Belgium.

4

Taxpayers must submit income tax returns to the tax authorities together
copies of the annual accounts, mandatory special documents and explanatory deta
disclosures which are mainly related to income and expenses. Corporate incom
returns must be prepared and filed electronically.

Online filing is done via Biztax. Once filed, Biztax can automatically c8
the tax due. For filing deadlines, see BEL §1-240(a).

(¢) Partnerships

ons

ons are not-for-profit organisations with an autonomous and rqhable
e generally, but not exclusively, originating from a donation of capital. A
only liable for corporate income tax to the extent it carries out business
ier activities of a foundation do not fall within the scope of the Belgian
ome tax system. Examples of available vehicles for private foundations

Ordinary partnerships

An ordinary partnership (Maatschap/ Societe simple) may be formed by 20 j
partners. This type of partnership does not have legal personality. ‘

BEL 91-010
BEL §1-010
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(b) Carry-back ]

foreign subsidiary may be written down, when appropriate, to make
(he

]

In general, Belgian tax law does not provide for carry-back of losseg aga - nation of the foreign subsidiary possible and to avoid bankruptcy.
year profits. However, companies may create a tax-exempt reconstruction ...
an amount equal to the amount of losses incurred during 2020 (subject to 5 ‘1_ IRE ATMENT OF INVENTORY/STOCK-IN-TRADE
of €20 million) (see BEL 1-200(h)). & 4

(c) Change of ownership be valued in Belgium either at cost or at a lower market value.

e e done using the first-in first-out (FIFO), last-in first-out

pst may b
ighted averag
roritisation.

Reported tax losses cannot be carried forward in cases where a change op &
takes place in a company, unless the takeover can be justified on financial oy ep :
grounds. Control in this context means the power to appoint directors. Thug, » .
majority of share ownership (greater than 50%) or a shareholder agl‘eeme;lt 3
the power to appoint a majority of directors is required in order to control g c ¥
A taxpayer is entitled to ask for a ruling on this point (see BEL 1-250), Jyg; ‘
on financial or economic grounds is presumed to be automatically present jp
of a change of control in a company with financial difficulties that maintain
partially, the original employment levels and activities of the company. The ggn!
is also deemed to be fulfilled if a transfer of shares or management occurg vy
group of companies. b

(d) Other restrictions 3

Restrictions apply to the carry-forward of losses in the case of a merger, W
companies merge, of which at least one has accumulated tax losses, the gy
company may only carry forward a portion of these accumulated losses. Thig g
is the ratio of its net fiscal assets prior to the merger to its total combined et
assets following the merger. The balance of the loss is lost forever. The taxp
entitled to ask for a ruling on this point. ‘ O

Additionally, there are rtestrictions on the deduction of lossea®
BEL q1-220(b)) if the company claiming the deduction receives an 2hr,
beneficial advantage granted by another Belgian company, or where {hc nef
value is equal to zero.

e methods. FIFO and LIFO are methods of valuation based
Under FIFO, the first goods purchased are considered the
5 1d according to their purchase price. Under I_JIFO, the las't goods
mnsidered the first goods sold and valued at their purchase price. The
.:i_' » method of valuation gives some assets more importance or weight

on |
s may be written down for tax purposes and accounting purposes if the
* i adividualise write-down (ie the taxpayer can identify the specific
émh the write-down is necessary).

. DEPRECIATION

s in Belgium may depreciate tangible and intangible assets with a
| life. Depreciation must meet the requirements of prudence, truth,
sbd faith. Depreciation cannot depend on the results of the business, and
.ms must be individualised.

smpanies can depreciate additional costs (non-deductible VAT, import
cost, transfer tax on real estate) in the year of the acquisition of the
e companies can do this for the year of acquisition only on a pro rata

(e) Foreign losses jan tax authority accepts the straight-line method and, in certain cases,

“balance depreciation methods. The method used must be the one

Foreign branch losses
he financial statements approved by the shareholders.

q

Losses of a foreigh branch are generally deductible from the taxable incon
Belgian head office, subject to the restrictions applicable to losses incurred ¢
extraordinary events. '

‘ preciation
tion is based on the economic life of the asset. In the straight line

Losses of a foreign branch may be deducted only in the following order: llowing annual depreciation rates are generally accepted:

® first, from profits from other foreign branches A
® second, from Belgian income. e buildings 3
: : . tory buildings 4
The final balance (if any) is carried forward and may offset future profits. _
. .. lICe equipment 10
Foreign subsidiary losses int and machinery 10-20
Losses of a foreign resident subsidiary may not offset Belgian taxable P licles 20-25
However, a taxpayer may obtain an indirect deduction with respect to such 10 ice computers 20-33
any of the following ways: k. 2
® on liquidation of the foreign subsidiary, any loss arising to the Belgian rt-up expenses 20-100
from its share of the investment is deductible from taxable profits to the € shold improvements 0 Wi G N

the paid-up capital lost, the balance being no longer tax deductid!

BEL 1-070(b)) Ot depreciable,

BEL 1-080 BEL 91-100
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law, and that the same tax offset rules must apply to both resident co
resident companies within the EU. The Belgian tax authorities have
circular with guidelines about the conditions under which non-resid

- 140 DIVIDENDS PAID
'ﬂ,hoiding tax

mpanieS and
|
‘[hel'efm-e is d

3 ; 11 profit
[ : ent compgpe - 1ly withhold tax at the rate of 30% on all
reclaim withholding tax. Panjg el jan tgoglE?;l]Z?dggs(tbﬁfrslzzaB%L §/1-130 for exceptions). The withholding tax

From tax assessment year 2014, Belgian investment companies are el noﬂslowel_ under a tax treaty (see BEL §2-090(a)).
allowed to offset withholding tax for dividends received again ; gy b€

st their ¢ o
liability. OfPorgg

(b) Participation exemption (dividend received deduction)

From 1 January 2018, dividends received from a qualifying COmpany are o

_ 1€ : ) o a5 follows: : . a1
Tom Belgan ar e so-aled ividend receive deducton”. or Dty QUSRS . . v e profsof the secon fnncislyer lloing h frnci

d "t of the cash contribution — 20%, and _
QipiLeying Aeipanien Bl iyingiudes | . ong from the profits of the thirfi apd subsefluent financial years
Belgian companies ?ln::;::gothe financial year of the cash cont.rlbut101.1 —— 15 /c}r s
companies that are residents of other EU member states withholding tax rate of 15% applies to dividends from ¢

geducc invest at least 60% of their funds into
- i ©funds (SICAFs) that invest a ¢

g Hg: Sgge‘f [Lhat is s(olely or principally used (or intended to be used) for
. mor residential care.

ent Jue

e withholding tax is
’

duced withholding tax rates apply to di\%idenc}strlorgOslh;r?Fsil fi:s:ﬁzli :%sg;ftbz
g i i i u ;

4 i de in small companies from 1 July . -
h'o?lzi‘;llj; tg)c?mmt?leedl;e of the cash contribution. The reduced w1thh01d1n_g‘_ tax
gnt1!

®

®

® companies resident outside the EU

® private investment funds (private PRIVAKSs), and
®

collective investment funds with a fixed number of participation ri ghis,

From 1 January 2021, the DRD is not available in respect of dividends reg
from companies located in a jurisdiction included in the EU list of non-copme \E 1 ., i
states. 00‘? luctions prowded by tax treaties

; ; ; iect to formalities requiring that the

The DRD is broader in scope than the participation exemption prescribed | 0 x treaty w}thholdm% r.atfhreggagg;soafrfhiugcipiem.

EU. It is not limited to dividends from the types of companies specified in the . \Q j income is declared in the

to the EU Parent Subsidiary Directive. Additionally, dividends from a cugh ness tax (annulled) i Vel %5
resident outside the EU qualify for the exemption if the company is subjuat tg 31 December 2018, under certain circumstances, a fairness tax applie
regime not considerably more favourable than the Belgian regime. 1 panies that distributed dividends — see BEL 91-020(e).

Anti-abuse provisions limit the scope of the participation exemption *
recipient of the dividends must hold the participation for a minimum of one ye
must have a minimum participation level of 10% or have sharés, with an acqui
value of at least €2.5 million. These minimums do net“apnly in the cs
investments by banks, insurance companies or brokering compénies. ‘

payable within 15 days of the resolution to pay the

'50 REDUCTION OF CAPITAL

ler Belgian tax law, capital reductions are proportiongllys?l%?;;tefoto d?::éi;ig
; . The portion allocated to reserves 1
-i' tl:;egvxgséss];xenfpt (see BEL q1-140). Liquidation reserves are taxed as

g
t BEL §1-170(a).
160 REPURCHASE OF SHARES

er Belgian tax law, repurchase of a company’s own shares 18
bution at a rate of 30%.

The DRD is disallowed in cases where the dividend has been deduc
deductible from the paying company’s taxable income. In addition, the DB
disallowed in cases where the dividend is part of an act or series of acts deemed

artificial and where the main purpose (or one of the main purposes) of the act ora
to obtain the benefit of the DRD. ; o

generally taxed

Deduction of interest charges is disallowed in proportion to the particij N
. - ; - : 70 LIQUIDATIO :
exemption for dividend income received from shares held for less than an. ‘ ; t from Belgium to a foreign country 18 treated
calendar year. No relation is required between the loan for which interest is cl emoval of the company’s sea ttfon;neang of liquidation.
and the purchase of the shares affected by this regulation. ation. A tax-free merger is another

. : e o : - i ian corporate income tax
Unused DRD can be transferred to subsequent tax assessment years. This {f pany being liquidated is subject tod(iﬁ:u:ﬁg Eea}[gthe 1iq{1ii)dation process is
is allowed for dividends originating in EEA countries as well as countries oufsh ifs between the day it dissolves an
EEA. From 1 January 2018, however, the carry forward of DRD is subject 0 €
limits (see BEL 1-070).
(c) Liquidation distributions

Liquidation distributions received from Belgian companies are taxed at &%
25% or 10% (see BEL Y1-170(a)).

ations

N tax law treats liquidation distributions as the re}:tilymen;1 Oflfag}gl(‘lg E?)
of revalued paid-up capital. Liquidations are tax free to the s ihat e
hat they are treated as a repayment of capital. Distributions

BEL §1-170
BEL 91-130
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(n) Annual bank tax

An annual bank tax applies to Belgian credit institutions and Belgiap ..
foreign credit institutions. The bank tax is imposed on the amount of «

clients™, as defined, at a rate of 0.13231%. tions may also apply based on particular provisions within the

(0) Annual securities account tax pexemp expansion laws (eg unoccupied and decayed houses).
he gconomic

numcﬂtSu al’ld

e pl'OP‘erty

).

that falls under the application of the Royal Decree of 13

From 26 February 2021, an annual tax on securities accounts applies ,

. . . are set out in the laws that establish particular institutions.
with an average value exceeding €1 million held by companies and g mptions
entities, and by resident and non-resident individuals. The tax rate is 0.] 5% ,' wpreciation )
a maximum of 10% of the difference between the tax base and €] k. eciation refets to one of several methods by whmh a company,
standard tax period is 1 October to 30 September. However, the first tay 3 d depr and/or tax purposes, depreciates a fixed tangible asset in sut‘:h
from 26 February 2021 to 30 September 2021, Certain entities are exempg Cl ountlﬂtgof depreciation is higher during the earlier years of an asset’s
tax, including credit institutions, insurance companies, investment CGmp #moun

pension funds,

BEL 1-200 SPECIAL INCENTIVES, GRANTS, ETC
(a) Tax incentives

There are many different types of tax incentives available in Belgium, ing
a partial exemption on payroll withholding taxes for start-up businesseg
an exemption from real property tax

s. accelerated depreciation provides a way of deferring corporate
du’cing taxable income in current years in .exchange for increased
:e future years. This is a valuable tax incentive that encourages the
nvcstment in new assets.

. tax authority accepts only the declining balance method as the

C) telerated depreciation. The method used must be used in the financial

roved by the shareholders.
& ductions .
\l~ bayers may benefit from a one time or spread investment deduction.
BET st foE foreign sales corporations and the diamond sect O duction is applied in the tax year in which the investment is made
BEL 92-040), and ‘

to take the deduction
ction). Some taxpayers, however, may cho‘ose
i ' 0 iation period (spread deduction). The carry forward of

® afavourable tax regime for companies located in reconversion zones. @ on of the depreciation p (sp
Partial exemptions on payroll withholding taxes

s subject to certain limitations (see BEL 1-070(¢)). An increased
A partial exemption on payroll withholding taxes is available to §

uction applies to certain investments (see BEL 1-100(g)).
businesses for the first 4 years of trading. The partial exemption.is 10% foj

companies and 20% for microbusinesses. A small company is a company tha
the criteria set out at BEL 1-100(e). A microbusiness is requirea\to meet at lg
the 3 following criteria at the end of the tax year: 5

@® balance sheet total not exceeding €350,000
® sales (excluding VAT) not exceeding €700,000, and
® average number of employees not exceeding 10.

Eligible companies are still required to withhold payroll taxes

BEL 91-020(g)); however, the company is not obliged to remit the exempt amo
the state.

urpose

accelerated depreciation

investment deductions

ly 2016, an innovation deduction is available to taxpayers in the form
x deduction for income from patents and other mtellectuz}l property
capital gains. The regime applies to self—dev.eloped intellectual
ell as intellectual property that is acquired and licensed from third
sult of this deduction, the effective tax rate on such income is 5.10%.

ts registered before 1 July 2016, Belgian companies and Belgian
feign companies were eligible for a special tax deduction for patent
icome from additional protective certificates until 30 June 2021. Thls
ot only to self-developed patents but also to certain patents acquired
om third parties. A deemed deduction of profits applied to spch patents
Lin the production process. There was no cap on the deduction amount.
this deduction, patent income for patents registered before 1 July 2016
an effective Belgian tax rate of 6.8% until 30 June 2021. This tax rate
me derived on beneficially owned or licensed patents.

Companies with a maximum of 6 employees may benefit from a total exel
on social security contributions for their first employee and a partial exemption:
following 5 employees. The total exemption also applies for independent worké
hire an employee for the first time.

Exemption from real property tax

A property tax exemption applies at source to certain immovable Pf
including:

portant incentives of Belgian cotporate tax law can also be applied,
' al interest deduction for equity financed operations (see
20(b

Stment deduction of 13.5% for patents and certain R&D activities (see

® specified types of immovable property (eg clinics, rest houses, Chl 100(c)). and

schools)

; ; : el ) ; a d subsidi
® the properties of foreign countries on the condition of reciprocity (¢g emb8 dies.

EL 1-200
BEL 91-200 BEL 9
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te applies to interest paid (a) to a government organisation, (b) in respect of
? rade]gt claims resulting from deferred payments f_or goods, merchandise or
mercia! in respect of a loan or credit guaranteed or mSured‘ by a government
yices, -(‘:1) to promote exports, or (d) if the foreign company owns directly or indirectly
an ts 33 5{&, of the paying company’s capital.
ies i i i 25% of the paying
lies if the foreign company owns directly at leastl :
:‘ateaali}tﬂl for at least 12 months prior to payment of the dividend; the 5% rate
: fih(; }joreign company owns directly at least 10% for at least 12 months prior to
i

of the dividend. .
rate applies if the foreign company owns directly at least 25% of the paying

E ' capital for at least 12 months prior to payment, or if paid to a government
_'m- n or the central bank; the 5% rate applies if the foreign company owns directly
1 S

et 10% of the paying company’s capital.
er rate applies to interest paid to a government organisation or the central bank, or
Wi

61 The 10% rate applies if the foreign company (not through a partnership) owng dile
least 25% or 250 million Belgian francs (about €6.2 million) or equivalent of -u
company’s capital since the beginning of the financial year; the 0% rate applieg e )
EU Parent Subsidiary Directive. 2

o lower

62 The lower rate applies to interest paid to a government organisation or the centry bard e
under the EU Interest and Royalties Directive. ' 0%

63 The lower rate applies if the foreign company (not through a partnership) owng direntl

indirectly at least 10% of the paying company’s capital. ) Ent
64 The 0% rate applies to interest paid to a government organisation, the centra] py :- 0%
pension fund; the 5% rate applies to interest paid in respect of a loan granteg or g8
extended by a bank or other financial institution, or in respect of bonds or Seq .-'
traded on a regulated securities market. i
65 The 5% rate applies if the foreign company owns directly at least 10% of the

company’s capital; the 0% rate applies under the EU Parent Subsidiary Directive =

o bank to another.

r rat= applies under the BU Interest and Roya]ties.Directive, or to illte.rest paid
" varnmient organisation, (b) in respect of commercial debt claims resulting fron_1
adggé\‘q:wnts for goods, merchandise or services, (¢) in respect of a loan or credit
* e‘aéi Br insured by public entities to promote exports, or (d) in respect of current
‘us or loans not represented by bearer instruments between banks.

ower rate applies under the EU Interest and Royalties Directive, or to interest paid

& {0 a government organisation, (b) in respect of commercigl debt claims resulting frorp
$ : d payments for goods, merchandise or services, or (c) in respect of a loan or credit

66 The lower rate applies under the EU Interest and Royalties Directive, or to interest par
a government organisation or the central bank, or in respect of (a) commercial debt o]
resulting from deferred payments for goods, merchandise or services, (b) loans or g, .
not represented by bearer instruments, (¢) loans or deposits represented by b
instruments held by a bank or insurance company for at least 3 months prior to Payn
of the interest, or (d) a loan or credit guaranteed or insured by a government organigg
to promote exports. !

67 The lower rate applies if the foreign company owns directly or indirectly at least nteed or insured by public entities to promote exports.
the voting rights in the paying company. " A : o
ower rate applies under the EU Interest and Royalties Directive, or to interest paid in
sect of (a) commercial debt claims resulting from deferred payments for goods,
chandise or services, (b) a loan or credit guaranteed or insured by public entities to

smote exports, or (¢) current accounts or advances between banks.

68 The lower rate applies to interest paid to a government organisation or a pension fugg
in respect of (a) sales on credit of equipment, merchandise or services, (b) a bank lgag:
represented by bearer instruments, or (c) a loan or credit granted between enterprisss,

 lower rate applies to interest paid to a government organisation.

lowar rate applies under the EU Interest and Royalties Directive, or to interest paid in
ect of (a) commercial debt claims resulting from deferred payments for goods,
ndise or services, or (b) bank loans or deposits not represented by bearer
fruments.

e lower rate applies if the foreign company owns directlyl at lleast 10% o_f the paying
mpany’s capital for at least 12 months prior to payment, or if paid to a pension fund.

69 The lower rate applies to interest paid to a government organisation in respect uf alg
or to the central bank. 3

70 The lower rate applies to interest paid in respect of (a) a loan or credit guaranteed
insured by a government organisation, or (b) government bonds or ¢ebzntures.

71 The lower rate applies (a) under the EU Parent Subsidiary T=ctive, (b) if the .‘.
company owns directly at least 10% of the paying company’s capital for at least
months prior to payment of the dividend, or (c) if paid to a pension fund.

¢ lower rate applies to interest paid to a government organisation or a pension fund, or

respect of a loan granted or credit extended by one enterprise to another.

2 lower rate applies to interest paid to a government organisation or the central b_ank, or
respect of (a) a loan made between banks, or (b) a loan or credit guaranteed or insured
a government organisation to promote exports.

72 The lower rate applies under the EU Interest and Royalties Directive, or to interest p
(a) to a government organisation or a pension fund, (b) in respect of bank loans |
represented by bearer instruments, or (c) in respect of a loan or credit guaranteed
insured by a government organisation to promote exports. '

73 The lower rate applies under the EU Tnterest and Royalties Directive, or to interest pai
respect of (a) commercial debt claims resulting from deferred payments for go0
merchandise or services, or (b) current accounts or advances between banks.

> lower rate applies if the foreign company owns directly or indirectly at least 25% of
voting rights in the paying company.

2 lower rate applies to interest paid to a financial institution (including an insurance
any).

0% rate applies to interest paid in respect of a loan or credit guaranteed or insurqd by
Overnment organisation or the central bank; the 5% rate applies to interest paid in
9t of a bank loan not represented by bearer instruments.

74 The lower rate applies under the EU Interest and Royalties Directive, or to interest pai
respect of a loan or credit guaranteed or insured by a government organisation.

| 75 The 0% rate applies if paid to a pension fund; the 5% rate applies if the foreign compé

owns directly or indirectly at least 10% of the paying company’s capital for at le
‘ months prior to payment of the dividend and has invested at least £80,000 or equivalen .
‘ lower rate applies if the foreign company owns directly at least 20% of the paying

76 The lower rate applies if the foreign company owns directly at least 25% of the pay apany’s capital,

company’s capital for at least 12 months prier to payment of the dividend.

EL 92-090
| BEL 92-090 BELY




674

(2) On assessment of tax, the fol
from one spouse to the other:

International Maste, Tax g,

(1) Threshold of DKK46,600 (DKK46,700 in 2021) on calcula

7 tion of 18
authority tax and bottom tax to the State — see (a) above Oc

(ii) Dividend income

1) per
is taxed at a definitive tax rate of 27%. The non-utilised dividend B

one spouse may be utilised by the other, so that a married coy
total of DKK 114,400

only 27%.

Non-residents

The same rules apply as for persons subject to full tax liability

(e) Danish tax rates for special categories of individuals

Residents and non-residents

(1) Sole proprietors. For Danish tax purp
proprietorship may be taxed in one of the following 3 ways,

owner:

(i) In the hands of the individual at their marginal tax rate. The i
must enclose the accounts of the sole proprietorship when filin
with the Danish Tax Administration. Accordingly,
sole proprietorship may be subject to a hi gher tax rate (see (a) above
business income of a limited company (22% in 2021 and 2022).

(ii) Under corporate income tax rules, whereby interest and other expenses

are deductible in accordance with company tax rules, and profits are taxed ™

corporate tax rates (22% in 2021 and 2022). Income taken out of the
is taxed at personal income tax rates (see (a) above).

(ii) Under capital gains taxation rules, whereby the increase in valus of &

business is taxed as a capital gain each year (see DNK 93-010¢%);
(2) Children. Children, irrespective of ag
in the same way as all other
of income between parents
there are regulations that
included in the parents’ taxa

(1) interest on wealth received by the child as a gift from the parents
(i) recurring payments in the form of gifts from the parents

(iti) wages to children under 15 years of age for work in the parents’ business

enterprise.

DNK 13-030 TAX YEAR AND PAYMENT SYSTEM
(a) Overview of the Danish tax collection system

Residents

of up to DDKK57,200 (KK56,500 in 202 )

(DKK 113,000 in 2021) in dividend in

— see (a) above,

oses, the income fro

ble base. This applies to such income as:

(1) Normal tax year. Taxable income is assessed on the basis of income in the

calendar year. In certain ve

granted an adjusted income

ry special cases, it is possible for individuals to be
year.

DNK 943-030

lowing unutilised thresholds may be trangfe.

collectl

incom y ges (b) B°C
ple can pay

Comes tﬁxed

m g 50l
at the option of g retn

ndividyg
1 8 a tax refyp
the business income of h

) than the

businagy

€, are generally subject to income ta ;
persons. In order to limit opportunities for transfer.
and their children for the purpose of tax avoidance,
certain categories of children’s income must be

RK ® INDIVIDUALS @ Residents and Non-residents 675
MA

Overview of tax collection system. Collection of income tax from individuals
(2

js base
| catggol‘l

inci i tion. Income is divided into 2
the principle of simultaneous taxation. Incor
('jes? ncalledpA income and B income. This division is relevant to advance
ion ’of tax as either A tax or B tax.

i i AYE tax (A tax),
s collected from wage eamers’ income as P
dyan‘;e \:rai?hlield by employers each time A income is pgid to an employlee —f
pieh ISbf:low Self-employed individuals and persons w1t.h other clafeg'oneisr }(1)
b néome) must pay advance tax (B tax) on their own initiative. The

fin i i i r and compared with the

amount is calculated in the following yea ; .
dalnﬁitax amounts. Excess tax is reimbursed, while any shortfall is subject to
adva

R ‘_ .collection-

3) Lodgment of returns. Any person subject to income tax liability rules is

bliged to file a return for all income, regardless of whether the income is
R0

i are
sitive or negative. For a large number of taxpayers whose incomes
0

i iti tically send out preprinted tax
cated, the tax authorities automatica :
unceosr;r]rjlgnt forms based on information received from employers, public
8s QN
2uth0rities and banks, etc.

If a taxpayer does not receive an automatically preprinted tax return, or the

i ' bmit a tax return form by
‘s not complete, the taxpayer is obliged to su
: n/;:)'soi}oﬂle ygar after the end of the relevant tax year. Self-employed

i bject to a deadline
aivi ho are obliged to enclose annual accounts are su .
tﬁt"aiv}g]].lalcs;’f}f‘ne year aﬂegr the end of the relevapt tax year). Extensmnslof t};‘ese
a dling; are not normally granted. If the deadlines are not met, a penalty o u]i
p* ?: aDKKS 000 may be imposed on the taxpayer. If the tax return form is no

submitted, the tax authorities may assess income on an estimated basis. The tax

return must be submitted to the local authority’s tax office.

i t procedure takes place on a
essment of tax. The entire tax assessmen Te : > C
E:i)ntf:l?sed basis {nder the Central Customs and Tax Administration (MIngng
of Taxation), which sends an annual statement to the taxpayer stating the fin

tax assessment.

If the local authority’s tax office wishes to amend the income assessment, the

taxpayer must be informed, and may thereafter lodge any objections, either

i iti office upholds the amended tax assessment,
V:éﬁi]cllz i?(fr ltlll‘ne“i:rlfllenfdnllig? 21?; be givenpin writing and at the same time the
tgaxpayer must be informed of opportunities to appeal the ruling. r
(5) Payments and refunds. The annual statement shows Whether glettgipgﬁe
has paid too little or too much tax. As atru1§:n f):(xizs;(s ts}foﬁ g]imizu?sueited e

i e annual tax statement.

?rfstﬁ:::ntzf ;tl:d the final due dates for payment are 20 September, 20 ?{:tf![);;
and 20 November in the year following the income year. Howev‘lsr, sma l;e b
shortfall amounts (up to DKK21,700 in 202‘2; DKX 21,400 in 2021 are colle
together with the advance tax for the following year. iy .
(6) Revenue authority contact details. Usually, the individual taxpay‘er. s firs
contact will be the local authority’s tax office. The central tax authority is:

Skattestyrelsen (Danish Tax Agency)
Hannemanns Alle 25

2300 Kebenhavn S

Tel: +45 7222 1818

www.sktst.dk

NNK 92020
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® private limited liability company (societe a responsabilité limitee or§ ARL) 1
A partnership may take one of the following forms:

® general partnership (societe en nom collectif or SNC)

® limited partnership (sociéte en commandite simple or SCS)

® civil law association (societe civile or SC).

A legal entity organised in France or under French law is a dom
company is also considered to be a French resident if it is centrally
managed from a location in France (see FRA 92-020). All other entit
entities.

estic entit
pontrolled
1€8 are forejpy

(b) Limited liability companies

A limited liability company may take one of 3 forms. The form of limite
liability company that is most commonly used by large business ventures is the SA
Smaller business ventures generally use the SARL. The SARL is more COMmon thay
the SAS; however, due to simplified management rules, the SAS is growing
popularity. -

Insurance companies and financial institutions must do business as an SA
Formation and governance of an SA l

An SA is a limited liability company created under a private contract (articles of
association), with ownership interests represented by shares (either registered o
bearer). The shares of an SA may be privately held or publicly traded and may bear
special rights or limitations (eg double voting rights, no par, etc). The minimum share
capital of a privately held SA is €37,000. The minimum share capital of a publicly
traded SA is €225,000.

An SA must have at least 2 shareholders when privately held and 7 shareholders
when publicly traded. There is no maximum number of shareholders for an SA. There

are no restrictions on shareholder residence or nationality and shareholders may ke

individuals or legal entities. The legal liability of a shareholder of an SA for the ebts
and obligations of the company is limited to the shareholder’s capital contribufic.

Management of an SA may take one of 2 forms. First, an SA 4y utilise a
conventional board structure under which the shareholders elect a board of directors
and the board elects a chairman and a managing director. The managing director
operates the SA and reports to the board. Second, an SA may utilise a supervisory
board structure under which the shareholders elect a board of directors and the board
elects a management committee. The management committee manages the day-to-day
operations of the SA and reports to the supervisory board. Members of the supervisory
board may not be members of the management committee. In either form of
management, employees are entitled to board representation (up to 2 members) if the
employees directly or indirectly own more than 3% of the SA’s shares, and are entitled
to elect a workers’ council if the SA has more than 50 employees.

An SA must maintain at least one statutory auditor registered in France to prepare
annual audited financial statements when at least 2 of the following conditions are
met:

@ balance sheet is more than €4 million
® turnover is more than €8 million

® at least 50 permanent employees are employed during the year.

FRA 91-010
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sted SA must publish quarterly branch financial data and semi-

; icly 1i bra !
p publicly balance sheets in addition to publishing annual financial data.

pmvisiODal
_ tion and governance of an SAS
e SAS i8

_ a simplified form of SA. In general, the rules applicable to an SA also
p an SAS.

However, there are 3 areas where the rules applicable to an SAS are
: different. First, an SAS cannot be publicly traded. Second, an SAS may have
gy < shareholder. Third, an SAS typically does not have a boarc} of directors
B one nagement. Instead, the shareholders generally elect a chairman to take

:}: r?)rlitsetlf;li:ad by the board and management of an SA. No minimum share capital

quired for an SAS.

3 i i least one statut Ty au itor registere
Simi rto an SA, an SAS must mamtam' at [¢) tutory aud d
T ncelat{) prepare, annual audited financial statements when at least 2 of the

a

owing conditions are met:

.. palance sheet is miore than €4 million

) turnover is micre than €8 million

e at leasi 50-permanent employees are employed during the year.

mationand governance of a SARL

' is a limited liabili i id cap entities.
2'he SARL is a limited liability company that is usua}ly used for mi
, m]f:s applicable to a SARL are similar to those applicable to an SA and SAS. A

\Q has a minimum share capital of €1, and may have as few as one shareholder
&.Q may not have more than 100 shareholders. A SARL is managed by one or more

indivi i iation of a SARL
anagers (gerant), who must be individuals. ‘The a!'tlcles of associa
I'i\ %fmta(i% a clause limiting the transferability of its shares. The shares of a SARL
y not be listed on a public exchange. Similar to the SA an-d the SAS, a SARL must
lso maintain a statutory auditor when at least 2 of the following conditions are met:

® balance sheet is more than €4 million
® turnover is more than €8 million

" ® at least 50 permanent employees are employed during the year.

Principal tax return requirements applicable to limited liability companies

. Limited liability companies must file a corporate income tax return each year,
unless the company has elected for the partnership tax regime to apply. Corporate
ncome tax is assessed on an annual basis. A taxpayer is required to take into account
at the end of its financial year all incurred income and all accrued expenses. As such,
gach financial year is considered independent from the preceding and subsequent
inancial years,

i ich it will calculate
A taxpayer may freely choose the financial year over which it wi cul
income. Th% financial year may be the calendar year or fiscal year provided that it is a
12-month period. A company’s tax year must be the same as its financial year.
The profits of a limited liability company are effectively taxed twice; once at
corporate level and once in the hands of its shareholders when profits are distributed.

FRA 91-010
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the full name and address of the taxable person and their customer ] 1-190 OTHER LUXEMBOURG TAXES

a witthldi“g tax of 15% applies to d1v1del}ds:. There is no withholding tax on
, royalty payments. However, interest paid in respect of profits from a profit-
erest obgndfloan is treated as a dividend distribution and subject to withholding tax
4o rate of 15%. - : : o

* 1 come from literary and artistic activities, professional sporting activities, where
y Inc yity is exercised (or enhanced in the case of literary and artistic work) in
,::;t:)ourg, is subject to a withholding tax of 10%.

i While director’s fees are subject to a withholding tax of 20%, no withholding tax
41e on management or auditors’ fees or payments to contractors.

) Registration duty _ .

v A fixed registration duty of €75 cover‘s.sev‘eral transactions pertaining to
embourg companies (financing and participating companies (SoParFis and
ARS), specialised investment funds (_SIFs),'sec_urltlsatlon.vehlcles and investment
cles for private individuals (SPFs)), including incorporation, transfer of seat from
foreign country f¢ Luxembourg and amendment of the bylaws.

' Contribution-i1 kind consisting of the transfer of real estate into a company is
.t to a speciiic registration tax as follows:

® the tax number or the VAT identification number of the supplier

® the quality and nature of the goods supplied or the extent and nature of the
services rendered

® the date on which the supply of goods or services was made or completed or the
date on which the payment in advance was made (insofar that a date cap be
determined and differs from the date of issue of an invoice)

® the taxable amount per rate or exemption, and

® the unit price exclusive of tax and any discounts or rebates if not included in the
unit price.

Invoices for export transactions should mention the VAT exemption With
reference to LTVA art 43. Invoices for intra-community transactions should alsg
mention the VAT identification number of the taxable person used for intra.
community trade and the place of delivery.

Electronic invoices are accepted. Foreign languages used in Luxembourg are
allowed for invoicing. Taxpayers may express VAT in foreign currencies but shoulg
convert foreign currencies into euro for calculation of VAT amounts using the officig]

Byerage excangs F: the ~onribution of real estate located in the Grand Duchy of Luxembourg to a

ol or commercial company remunerated by shares is subject to 2.4%
rogistration duty plus 1% communal surtax (0.6% registration duty plus 0.5%
 communal surtax before 1 January 2021)

the contribution of real estate located in the Grand Duchy of Luxembourg to a
civil or commercial company remunerated by means other than shares is subject
to 6% registration duty plus a percentage for communal surtax (3% for
~ Luxembourg City).

. However, transfers made in the context of a corporate restructuring (ie
ibutions of all assets and liabilities, contributions of one or more branches of
tivities as well as contributions of all assets and liabilities of a 100% held
idiary) are exempt from proportional duties under the condition that the transfers
been mainly remunerated (ie with more than 50%) with securities that represent
e capital of the companies involved.

Transfer of shares or securities

No duty or transfer tax is payable on the transfer of shares or securities of a
Luxembourg company.

d) Annual subscription tax

~ Annual subscription tax on the average value of shares or other securities issued
Dy resident companies applies to Luxembourg entities at the following rates:

® SPFs are taxed at a rate of 0.25%

® SIFs are taxed at a rate of 0.01%

undertakings for collective investment in transferable securities (UCITS) and
undertakings for collective investment (UCIs) are generally taxed at the rate of
0.05% (or 0.1% in certain specific cases). From 1 January 2021, the subscription
tax rate for UCITS and UCIs in respect of investments made into sustainable
funds are:

= 0.01% if sustainable investments exceed 50% of the fund’s total assets
— 0.02% if sustainable investments exceed 35% of the fund’s total assets

A “‘standard electronic file’” can be used by certain taxpayers in order to assist
the authority in its VAT audit procedure. Known as the Fichier d’Audit Informatige
AED (FAIA), the standard file applies to taxpayers who use computerised accounting
systems.

Under the FAIA, the tax authority, when carrying out a2 VAT audit, can request
accounts to be transferred in electronic format.

(i) Reverse charge rule

Luxembourg VAT law includes a reverse charge rule. The reverse charge'rule
applies to most supplies of services where the supplier is not a resident ai:d-does not
have a PE in Luxembourg. The invoice must refer to the local tax law provision under
which the tax liability is transferred to the recipient.

The reverse charge rule is the main rule for the supply of cross=harder services.

Thus, in the framework of business-to-business (B2B) relationships, the recipient
of services supplied cross-border is liable to tax except in the case of certain types of
services, such as restaurant and catering services, hiring of transport, cultural,
sporting, scientific and educational services for which taxation is still at the place of
consumption or for services connected with immovable property, the place where it is
located.

For business-to-consumer (B2C) services, the place of taxation continues to be, in
principle, where the supplier is established. In addition, EU Sales Lists for intra-EU
supplies of services have been introduced. These must be filed on a monthly basis (by
the 15th of each month for electronic filing).

The place of supply for B2C radio and television broadcasting services,
telecommunications services and electronic services is considered to be the customer’s
country. The supplier must pay VAT in the customer’s country. Luxembourg
businesses can register with a One Stop Shop (0SS) in Luxembourg. The supplier can
make one quarterly declaration and payment for customers in multiple EU countries
through OSS. Alternatively the supplier can register for VAT and pay VAT in each
EU country in which the supplier provides the above B2C services,

LUX 91-185 LUX §1-190
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A FIAR may be formed using the following legal forms:
® mutual fund (F CP)
® corporate form as an investment fund with variable capital (SICAV)

L ication companies are fully subject to corporate income tax. and MBT.
made to investors and to other creditors, ie dividepds a_md interest, are

ple. For tax purposes, payments made by the securitisation company to

"~ always treated as interest expenses even if these are made in the form of

& once, the taxable basis is significantly reduced. No withholding tax is due

" itisation company for the payments made to investors.

2016, both securitisation companies and securitisation funds are subject to

Mt worth tax (see LUX J1-040(d)).

‘ gement services provided to the securitisation vehicles are VAT exempt.

corporate partnership limited by shares (societe en commandite par Actigy
| SECA)

® private limited liability company (société a responsabi]ité Iimjtée, SARL)
® joint stock corporation (societe anonyme, SA)
]
)

limited partnership (societe en commandite simple, SECS) nsurance compa Hiks

uxembourg tax authorities encourage captive reinsurance undertakings in
crease diversification and attract insurance and reinsurance companies
ternationally.

ations regarding the form of incorporation, minimum capital, solvency
sles, guarantees of the professionalism of management and annual audit apply
ce undertakings.

urance companies must:

special limited partnership (societe en commandite simple speciale, SCSp).
The applicable tax regime depends on the type of investments of the FIAR,
A FIAR which relies on the same investments as the SIF (see above) is exe

from all taxes on income or capital gains, apart from a subscription tax of 0.01%
LUX q1-190(d)) which is computed quarterly on its net asset value, with som

exceptions.

However, if the FIAR has an investment policy that focuses exclusively op i
capital, then the SICAR tax regime applies (see above). FIARs are subject 4
minimum net worth tax (see LUX §1-040). Distributions and capital gains realised
a FIAR are not subject to tax. ]

Management services provided directly to FIARs are exempt from VAT §

Luxembourg. committed to developing in Luxembourg a real and autonomous activity. To
Securitisation vehicle . * '

end, they must establish the technical and administrative functions necessary
C . ; ; ; 3 out their activities and management, and they must be under the control
Securitisation is a transaction under which a vehicle acquires or assumes dire O rsons of high standing as well as with sound professional judgment and
or through another vehicle the assets of a company sucl? as claims, other fixed 5‘ I,Sﬁne B e%cperi ence commensurate with their positions. The appointment
current assets, or engagements assumed by third parties or inherent to all or part of e g al manager, who must be domiciled and resident in Luxembourg, is
activities of third parties. The vehicle funds the acquisition of such assets with “ash o itgige:he apprgva,l of the Ministry of Finance. The management of this
securities, the value or yield of which depends on such risks. All securiticz \must k : . X
freely negotiable and can in principle be listed, except for vehicles set.up as priva QR vy iy b o cgated o Imang st company als
limited liability companies (societes a responsabilite limitee) or cooperative societ

ct to the approval of the Minister of Finance
Securitisation vehicles can be set up as joint stock corporations (sociel an annual audit by a qualified independent auditor chosen from a list of
anonyme), private limited liability companies (societe a récoansabilite limitee)

tioners recognised by the Commissariat aux Assurances, which is the
corporate partmerships limited by shares (societe en cariihandite par actions

isory body for insurance and reinsurance companies.
| cooperative societies (societe cooperative) or mutual funds makaged by a managemen ited liability companies, captive reinsurance societies are subject to
company located in Luxembourg.

ite income tax, MBT and net worth tax.
Both the securitisation company and the securitisation fund may be set up as a

he Luxembourg tax authorities are aware of the specific problems facing newly
umbrella structure, ie comprising compartments with segregated classes of assets an nsurance companies and the need to provide for technical reserves well in
liabilities, which may be liquidated separately. ‘

of the reporting of losses by ceding companies. In this regard, the government
The CSSF must approve the set-up of a securitisation vehicle to the extent th

ed a set of standard tax rules available to reinsurance companies that include
vehicle is to issue securities (equity or debt) on a continuous or revolving basis to fl E Provisions:
public. !

The equity contribution to a securitisation vehicle is subject to a fixed capitd
duty of €75 (see LUX q1-190(b)). This fixed capital duty covers any further capid
increase as well as any conversion of a securitisation company into a securitisatiol
fund or another corporate type as well as a merger, demerger or other reorganisations

The tax status of a securitisation vehicle reflects the duality of the legal fom
available for setting up a securitisation vehicle. Securitisation funds are assimilated &
investments funds. They are not subject to corporate taxes and no withholding tax
due on the payments to its investors and no subscription tax (taxe d’abonnement)
due by the securitisation vehicle.

e inco-oorated as limited liability companies (societes anonymes)
Q:‘ - minimum share capital of €1,225,000 that must be fully subscribed and
L up

eneral technical reserves: Technical reserves need to be set up to the extent
a ‘they are deemed necessary at the end of each year. These tax deductible

es include reserves for outstanding claims including IBNR and reserves for
arned premiums.

alisation reserves: In addition to the standard technical provisions,
Uxembourg allows for a provision for claims fluctuations designed to cover
KCeptional charges arising from claims on low frequency risks. A company may
use this provision to turn a profit into a loss or to reduce profits to less than
losses carried forward from previous years. The total amount of this reserve
Hdy hot exceed a ceiling equal to a maximum of 17.5% of the average amount

LUX 91-200 LUX 91-200
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(1) Liability to tax. Any benefits provided by the employer to the em
spouse, family, servants or dependants will be regarded as beneﬁts :
employee. f

Whether receipts fall into the category of ‘‘gains and profitg fig
employment”” will be determined by the particular facts of each case.

- boitoc subsidised or discounted goods or services provided by employers.
(xV1 1

' ofit valuation. The measurement of the advantage or benefit to an
pper of a facility provided by an employer is not always an easy task.
ploye® [uation is even more difficult where there are no specific provisions in
nefit Va'ther defining a benefit in kind or assisting in its valuation. The
- ﬁ‘;:l ;lecomes all the more serious where the employee receives benefits to
O

A payment made to an employee s not necessarily considered to be ] . H i lunt:
| 181N om emplo n v or
isi fi e th are not entitled under the terms .Of their contract (16 oluntary
ansing fr € pl yment. In order to be deemed to be a profit ar Sin ch they S) ¢ B (EStTE S He - the = i it of thie

employment, a payment must be made in reference to the services the e, ‘,;3 Atyitous awar
| renders by virtue of their office, and it must be something in the nag, "' nefit.
| reward for services past, present or future, ) -

In some cases it is important to clearly determine whether a payment or e Jvantag

| is derived from an employment or from some other source before attachin ) If the Income Tax Act provides for special rates, the special rates may be

liability to it. For example, a payment could be a personal 8ift frgm Jsed (eg valuation of accommodation provided by employer — see (c)(4)).
employer or from a person other than an employer and for personal Teage, e

could be a contractual receipt not arising from an employment. It could alsg.
gratuitous payment on termination of an employment or a payment in respg
a wrongful dismissal.

unt to be taxed in the hands of the employee in relation to a benefit or
¢ may be ascertained in the following ways:

. ublic ruling is provided by the tax authqrities, the benefit is to be
I(;;?:,Jg inpthe public ruling (eg company car and driver benefit and free use of
fumishizg2 and household equipment provided by the employer).

The following items would normally be included in employment income; .’(iii‘ f (1) and (ii) above do not apply and the benefit is convertible into
-molcey, the basis of valuation would be the value of the benefit to the
aniployee (eg cash vouchers).

& (iv) If the benefit is not convertible into money, the basis would be the cost of

(i) wages, salary, leave pay, fees, commissions, bonuses, graty;
perquisites, allowances, entertainment allowances, housing COSIS, traygl
costs or cost of living, etc ey, i
providing the benefit by the employer (eg utilities provided by the employer).
The cost of certain benefits may not be readily ascertainable. In such
instances, the valuation of the benefit would have to be negotiated with the
tax authorities.

3) Tax collection. Benefits in kind are required to be .di.sclosed together with
ther employment income by the employer when submitting the annual Return
f Remuneration (Form EA) to the tax authorities. On th‘.a basis of this form and
ther income reported in the employee’s tax return, tax will be assessed.

{) Major exceptions. The tax authorities may by concessior} _ip certain cases
xclude certain benefits in kind from tax (eg child care facilities, goods and
ervices at discounted price, transport, medical/dental benefits, etc).

The Income Tax Act also provides that certain expenditures 'incurred_by
mployees in the performance of their duties may be deductible against
llowances received from the employers (eg entertainment allowances).

Where employees have received a benefit in respect of living accommodation

vided by employers, employees are allowed to deduct the following expenses
gainst the benefit:

(ii) the value of any benefits provided by the employer, such as a car, {
clothing, servants, rates, etc ]

| (iii) the value of accommodation provided in Malaysia \QO

| (iv) any sums paid by an employer in respect of an employee’s 1ia1\"
such as personal income tax, grocery, electricity or water bills or
personal liability |

| (v) amounts received from a pension or provident fund, tha Tias not |
approved by the Director-General

| (vi) any contributions made by an employer in respedt ¢£an employee, {
unapproved fund or scheme or to a life or endowmeit policy

(vii) compensation for loss of office

(viii) payments in lieu of annual holidays, whether gratuitous or compuls
made on retrenchment, retirement or death

(ix) any rewards for services rendered, such as share options, issue of sha

ete (i) public rates or insurance premiums paid by the employee

(x) round sum allowances for entertaining, travelling and other expenses : 1i) repair and maintenance expenses which the employee is legally bound to
g g p P

(xi) all reimbursements of private or domestic expenses g and )

(iii) rent paid by the employee for accommodation.

Where employees are reimbursed for expenses incurred instead of being paid an
Hlowance, the reimbursement received is not assessable to tax.

Sidents

(xii) gifts of assets to an employee or the sale to an employee of assets atl
than market price — this would apply to assets such as a car or house a
goods such as clothes, wine and groceries

(xiii) payments arising from restrictive covenants 3 .
* above comments are equally applicable to non-residents. Income that is
 to personal services derives its source from the location where the services
dered. Therefore, where employment services are performed in Malaysia, all

(xiv) tuition or school fees for an employee’s children

(xv) honoraria or voluntary fees made for professional services, and

MYS 93-120 MYS §3-120
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(I) Trusts
Formation and governance

ent conducts activities with the non-resident involving non-arm’s length
0 s or amounts of compensation.
pric

n-resident is permitted to undertake the following activities in Mexico

i ich a trust d . :
A trust is an arrangement under which a trust founder transfers assets tg a L hing a PE in Mexico:

for the benefit of a beneficiary. A trust founder may transfer assets for its own ho
(making the trust founder and the beneficiary one and the same). A beneﬁciary b
legal recipient of the income from a trust and must have the legal capacity tq l‘el
trust proceeds. A trustee must be a credit institution (bank). A trustee is in cha ;
managing the assets and rights granted under a trust and may not be a beneﬁciary .

A 10
ut est ;
E use of facilities solely for the purpose of storage or display of goods
-0 to the non-resident

enance of a stock of goods belonging to the non-resident solely for the

+he maint :
the sose of storage or display

maintenance of a stock of goods belonging to the non-resident solely for
. essing by a person other than the non-resident

A trust is often used by foreign investors to own land in restricted areas (g,
land within 100 km of a Mexican border or within 50 km of the coastline). g.

Taxation b Erc

A trust is a conduit for tax purposes. The trustee is responsible for dete maintenance of a place of business solely for the purpose of acquiring goods

the tax liability of the beneficiaries on income received from the trust and for m
advance payments for any tax due. The beneficiaries share tax income and i
according to the provisions in the trust agreement, and must include such incomg ,
loss in their own tax liability for the year. )

the
- use of a place of business solely for the purpose of cam/ing on an activity of
o auxiliary character (eg advertising, information gathering, scientific research,
arn

)

If a trust founder transfers real property to a trust, the real property is tregfq the deposit of goods belonging to the non-resident in a bonded warehouse, and

the property of the trust founder unless the trust is irrevocable. If the B .
irrevocable, the trust founder is treated as having sold the real property to the g i

: : : : i i ich is i d for capital
and the trust founder will be subject to tax on income received from the tr 3 PE must keep a capital remittance account, which is increase
property. ! e ances received from the PE’s head office or other PEs of the head office, and

\l ed for capital remittances reimbursed to the PE’s head office or other PEs of

office.
\QO Jon-residents without a PE
Q A company that is not resident in Mexico and does not do business in Mexico
| oh a PE is subject to ISR on Mexican source incgme only. A company is not
ent in Mexico unless it is either incorporated in Mexico or is mainly or effectively
sed in Mexico.

i 41-012 BUSINESS REGISTRATION AND LICENSING
. Aexican business registration

Mexican resident companies must file their by-laws with the Mexican Ministry of

on Affairs and must register with the Mexican Public Registry of Commerce. The
A non-resident with a PE in Mexico is subject to ISR on all income attributal stry of Foreign Affairs will issue a business permit if the by-laws of the filer

to the PE and all other Mexican source income. The profits of a PE are genera ly with the formation requirements of the selected business form and provided

subject to ISR in the same manner as the profits of an SA (see (a) above) with f he entity will either:

same differences that apply to an S de SE.

slivery of goods belonging to the non-resident for import into Mexico.

(m) Sole proprietorships (PF con AE)
Formation and governance

Individuals are permitted to engage in business through a PF con AE. The S
proprietor of a PF con AE has unlimited liability for the debts and obligations ¢¢
sole proprietorship. The PF con AE is used mainly for small single-owner businesg

A foreign individual may engage in business in Mexico through a PF.con
the individual is a permanent resident of Mexico.

Taxation
The income of a PF con AE is subject to tax in the hands of the-sole proprietor;
(n) Permanent establishments (PE)

: : . . J (- ‘have no foreign investors, or
A PE is any place in which a non-resident carries on any business activities, g ’

includes any branch, agency, office, factory, workshop, installation, mine, quarrya

only have foreign investors which have agreed:
any other place for the exploration or extraction of natural resources. :

. ; . — to be treated as Mexican nationals in regard to their stock ownership, and
A non-resident has a PE in Mexico if they employ an agent to undertake any

the following activities on their behalf and under their detailed instruction or gené
control:

- — Dot to invoke the protection of their governments in matters connected with
- their stock ownership under penalty of forfeiting their holdings to the

he keeping of stock d f which th ies deliverit il Mexican Government.
® the ke of st t i iveries on't . - - :
noil—re:]i)c?;ﬁt’s bel(l};]f BT i e i [ A resident company must request permission from the Ministry of Foreign

y 1S to change the provision in its by-laws regarding foreign investors.

® the agent incurs risk on the non-resident’s behalf Non-resident companies intending to carry out regular business activities in

€0 (eg through a PE) must obtain permission from the Mexican Ministry of the

® the agent receives payment for services independent of the results of the . t ; ‘ L
- oMy and must register with the Mexican Public Registry of Commerce. Within

activities on the non-resident’s behalf, or

MEX §1-010 MEX 91-012
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. : : i fishing are
. . . ) d exclusively in agriculture, ranchm_g,_ forestry or _
(b) Mexican residence defined ; R mpaﬂf’s rzté%%%ﬁ) S 305{, % standard ISR rate, giving an effective rate of
Residence for Mexican tax purposes is defined in Mexico’s Fiscal Code ol ved @ 30%
Federation (Codigo Fiscal de la Federacion (CFF)). !

Individuals # Lexican withholding rates

ey g G . : : , ts
The following individuals are considered to reside in Mexican tertitory: mestic payme”

.« no withholding tax on domestic payments of interest or royalties,
® individuals who have a dwelling in Mexico. Individuals who also e is

) ; : : i t of
T i ial institutions to Mexican residents in respect
e > ; : : haya er=r st paid by financia : deilyin
dwelling in another country will be considered Mexican residents if the cem\;:‘ oug lptesrlfbjelgt to an annual tax of 0.08% (0.97% in 2021) of the undeflying
their vital interest is located in Mexican territory. For such purposes, the ggr: yrities 18 A
of an individual’s vital interest is in Mexican territory in any of the followie pital amOuT

cases, amo ] h 1 -} 1 v 1 \N‘he]e “le (lV].dendS are
ng Others. ; }Lempli( n 1[0]’[’1 W.lt (6] d.lng ax on dl&ldel ldS eXlStS
’ An €

i her cases, companies are
f any’s net earnings after tax. In of es, :
d m:it tOfcta]igufaC;gq:mdypay tax on distributed 1ncf0n;‘e. P{ mdiltclip!;geoé(l)‘;g%l: (l)f‘
g i i icati the standar !
! i d paid before application of .
- titfvo??elc(liegxcﬁlsively in agricultural, livestock, fishing and forestry
1€5

ities, the multipifer is 1.2658.

A 10% withbolding tax applies to resident individuals on dividend payments
0 »

e MEX 91-140).
sing out of prefits generated from 1 Januvary 2014 onwards (se |

" There 15.00 withholding tax on other domestic payments to resident corporations
: ece )

— when the source of wealth of more than 50% of the total income obtaineq
the individual in a calendar year is located in Mexico E

— when an individual’s centre of professional activities is located in Mexicg

® Mexican national individuals who are government officials and employees, ey
if the centre of their vital interest is abroad. I

Individuals who are Mexican nationals and who demonstrate that their ne
residence for tax purposes is in a country or territory where their income is

i ants and
i Subject f b .= rental payments for the use of property or fees paid to consultan
preferential tax treatment, will not lose their status as residents of Mexico. This applie or "; lrs ‘
for 3 fiscal years after notification to the tax authorities. This will not apply when the tractors.

country in which the new residence for tax purposes is demonstrated has entered |
broad agreement for the exchange of tax information with Mexico.

Unless demonstrated otherwise, individuals of Mexican nationality are presuni' Q
to be residents of Mexico. ‘ %

r‘ ' -residents
erest paid to non-res |

O L i i f a non-resident company to a non-

i by a resident company or a PE of a nor _ ;
E Interei'ttpa;crild 3E{my interest paid as a result of cgpltal issued or m_vested mrMixg‘:)/ou,
b';cint;y\;vithholding at source. The withholding taxdrates t(]j1n }n’;ti:;‘g?gtﬁ) ;: \)&;heré

i s on the ju

J %, 35% or 40%. The applicable rate depen j i
lsc{(i)\’rez %Jfrieﬁcioary of the interest is resident, the type of entltydt}éit 111223321“ L}:i
ciig from which the interest resulted and the nature of the de
olved (eg negotiable instruments, bonds, debentures, etc).

. The 4.9% withholding tax rate applies to interest paid in the following
stances:

nto |

Legal entities

Legal entities are considered resident in Mexico if they have established {4
administration of the business or the head
Mexico.

:h__
quarters of their effective managemient in

Change of residence j

Individuals or legal entities that cease to be Mexican residents must give notice to

the tax authorities for tax purposes within 15 days after the change of residence
occurs,

; ; ol
where the effective beneficiary of the payment is a nqn—regdsg:n rﬁgi?cl::as
institution (eg a foreign investment bank) in which the Mﬁmﬁp _S? n
3 . an equity interest, either through the Central Bank or the Ministry

SHCP)
MEX 11-016 TAX AND ACCOUNTING YEAR A ¢

i i i d negotiable instrument
i ent is derived from a publicly trade : r
th clendar yer, e | Jonry 31 Bt e el ;Z:Lfl::i iﬁoggm recognised foreign stock exchange and registered with the
“]ltith tht(? catlendar R 18 LA et s s Ty Aok chE National Registry of Securities and Intermediaries, and
alternative tax year.

® where the effective beneficiary of the payment is a financial institution resident
T o o L CORE in a country with which Mexico has signed a tax treaty.

The 10% withholding tax rate applies to interest paid in the following
feumstances:

(@) Mexican corporate income tax (ISR) rate :
The ISR rate for the years 2010 to 2021 is 30%. ‘

A company that generally is not subject to income tax (ie a social organisation)
must pay ISR at the 30% rate if the company has distributable excess income, obtains

more than 5% of its total revenue from disposals of items other than fixed assets, OF
provides services to third parties.

® where the interest is derived from the sale of a right to a receivable, and

where the effective beneficiary is a foreign bank that is registered with the
SHCP.,

MEX 91-020
MEX §1-016
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ies for VAT purposes are all domestic sales of goods, property and

Company 2 distributes a dividend of 2m pesos to Company 1, which distributes a divideng ] 4 uppl . . : i e

pesos to Holding Company. Holding Company distributes a dividend of 3m pesos ?f. ] lefiu ding the importation of such goods, property and Semces& Wth. Ao

shareholders. 0§ 5, 1NC lies. A business that makes taxable supplies oj" goc:c)lds an; servia:es y
pt SUPP i i duce the goods and services sold.

The dividends from Company 2 to Company 1 and from Company 1 to Holding Company a_nsilfput VAT credit for VAT paid to produ g

free. 1m pesos of the dividend from Holding Company to its shareholders is subject to
applicable rate (see MEX §1-020) because the total dividend exceeds consolidated C
amount,

(e) Consolidated tax filing

ay
Al the
g

UFIN by

Companies included in a consolidated filin
returns on a separate company basis in the same manner as a company that ig R -
included in a consolidated filing (see MEX 91-240). Group members are not require
to pay tax based on these separate estimated and annual returns, except to the exte
that the amounts due are aitributable to the portion of the group member’s Capita]
stock that is not owned by another member of the consolidated group. 1

g must file estimated and annys

The holding company in a consolidated group must also file an annu
consolidated return by 31 March and pay tax on the group’s consolidated taxap|q
income. The amount of estimated and annual tax paid on a separate basig by the
members of the group is creditable against the tax due to the extent that the Payments
are attributable to the income included in the consolidated filing. If the amount of thig
credit exceeds consolidated tax due, the holding company may carry forwarq
excess to future tax years or claim a refund. '

P Example

.

i

i
Holding Company owns 90% of the capital stock of Company 1. Holding Company and Company |
are required to file separate estimated and annual returns. Holding Company must pay estimated ; nd
annual tax on 100% of its taxable income, and Company 1 must pay estimated and annual tax o
10% of its taxable income. Holding Company must also file an annual consolidated return and pay.
the tax due with credit for separate company payments attributable to the group. D

A holding company is required to attach an information report to the annuy. '
consolidated return that states the amount of ISR deferred due to the consolida
filing. Mexico’s Ministry of Finance (SHCP) may deconsolidate a group of COMmUE
if the holding company fails to attach this information report to the annual
consolidated return.

When the holding company does not pay deferred ISR for fiis consolidation
within the established deadlines, the SAT will presumptively determiine the unpaid
ISR, together with its respective additional charges.

MEX q1-185 VAT/GST
(@) General information

Value added tax (VAT) has applied in Mexico since 1 January 1980 under the
VAT Law (Ley del Impuesto al Valor Agregado — LIVA). VAT is imposed at the:
rates of 16% or 0% (see (c) below) on the value of taxable supplies of goods and
services where such supplies are made by a taxable person in the course of business.
VAT is collected at each stage of the process of production or distribution of goods
and services. A business that makes taxable supplies of goods and services may claim
an input VAT credit for VAT paid to produce the goods and services sold. This system
causes the burden of the tax to fall on the ultimate consumer.

(b) Taxable and exempt supplies

There is no VAT registration threshold in Mexico. Whenever a business makes-
supplies that are deemed taxable under the VAT Law, the business must register for
tax purposes.

¥

MEX 91-185

-

ME
, certain ty
transfer 0

le of the following goods, property and services are exempt supplies for
e sale

- 'purpoSGSZ

- prop

tty transferred pursuant to a merger that is not a sale under the Tax Code
e

-resi temporarily imported
i ndertaken by a non-resident where goods are ] '
Sacgoﬂ,saguna program and the company has filed for certification (see
er ;
X 91-200G)) '

es of interest (eg interest from financial lease transactions where the
Fthe property is exempt or subject to a zero rate)

erty transferred by gift or inheritance to the extent deductible from income
)

' for ISR purposes

medical services

gervices I€ {ated to financial derivatives
boois-and periodicals, and the royalties paid the authors
arvices provided by exempt entities (eg labour unions)
lottery tickets and winnings

Mexican and foreign currencies

administration of retirement funds
/i

 creditor fees for residential mortgages

ife insurance, including commissions and fees for reinsurance

agricultural insurance, including fees and commissions

free services other than those provided by a business to its owners or employees.

'A business that makes exempt supplies cannot elect to make those m;(pphes
able. This restriction is particularly important because a business that makes an
. supply of goods and services may not claim an input VAT credit.

Interest payments made to or by the following are exempt from VAT:

* certain credit unions

| community financial assistance companies

| tural financial integration organisations

;.organisations decentralised from the government, and

) economic development trusts established by the government.

VAT rates

ndard rate

“The standard rate of VAT is 16%. A taxable supply is subject to VAT at the

dard rate unless it is specifically subject to VAT at a reduced rate (see below) or is

mpt (see (b) above).

MEX 91-185
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Unless contrary proof is given, the tax authorities will presume that the diffape.
between the market price of any assets sold and any higher total sale price y ";;
date of operation, is goodwill and subject to taxation. The applicable tax rato i
taxable goodwill is 35%. ¢ fe

estment i considered to be located in a preferred tax regime if:
nv!

" o there is a physical presence

& o the investment is lodged with a financial institution located in a jurisdiction
with 2 preferred tax regime

investment can be identified by a post office box in the jurisdiction

)

A 10% withholding tax applies to gains on shares held in the Mexican St
Exchange. 0c
o the . , ks L
| o the entity owning the investment has their effective or main domicile in the
 jurisdiction, or ¢

@ any similar !cjggl entity created or constituted in accordance with the laws of
the jurisdiction is incorporated there.

A reduced tax rate may prevail if a tax treaty is applicable.
(¢) Derived financial operations
Residents and non-residents

Income from derived financial operations is taxed in Mexico at the tate of 30% v

ggrg:guctions applicable. Liability crystallises when title to assets passes between oration which is located in a jurisdiction with a preferred tax regime, but which

< been incorporated according to Mexican laws, will not be considered to represent

S avestment in @ jurisdiction,

corp
A non-resident who has a representative in Mexico can elect to pay tax on the gajy 2
rate of 30%, if the income is paid to a resident of a country which levies tax op th
income equal to, or greater than, 75% of the Mexican tax which would apply .
Mexico on income received by a resident in the recipient’s home count

The following are defined as *‘derived financial operations’’;

® Those carried out in recognised markets, whereby one party acquires the Tigl
or obligation to acquire or dispose of merchandise, shares, credit instrument
securities, foreign currencies or other estate, in the future, at a price establighe
upon establishing, receiving or paying the difference between the original pyis
and that prevailing upon maturity. i

sioect investments will not be considered to be investments in preferred tax regimes
ey involve <orporations, entities, trusts, joint ventures, investment funds or alnﬂ

similaz- enities which have been 9reated or incorporated in accordance wit
o legisiation in countries which subject the repatriation of accumulated revenues
«ex:dents to low taxation.

the’'s
azwvestment will be considered as an investment in a preferred tax regime oqu if
9 l . {zerage daily participation of the taxpayer (including related parties or associated

ons, whether resident in Mexico or abroad) allows the taxpayer to have effective
¢ . : sl O rol ’over the investment or the investment’s administration. Effective control is
® Those carried out in recognised markets, whereby differences in Price \Q -
indices or price baskets or interest rates agreed upon at the beginning of {

ed by such factors as the power to make decisions about the timing, sharing and
operation are settled, depending on their market fluctuations.

‘bution of returns, profits or dividends, qither diregtly or through a third person.

"5\ ° e is a presumption that a taxpayer has an influence in the management and control
® The disposal in the secondary market of credit instruments containine
foregoing operations. \h

nvestments, unless evidence to the contrary is produced.
It is important to state that the Ministry of Finance and Public Credit, by ineans s

general rules, will determine the instruments, the markets and the conditicns to ari
out the derived financial operations. :

ome will be considered to have come from a prefeqed tax regime where the
ome tax rate in the country in which it the income originated is lower than 75% of
gorporate income tax rate in Mexico.

enue derived from investments in preferred tax regimes becomes taxable in the
r in which it is generated, even if dividends or profits have not b_een dlstrﬂ_auted,
fided the revenue has not been taxed previously. Tax is charged in proportion to
verage direct or indirect daily participation of the person residing in Mex109 or
resident abroad with a permanent establishment or a fixed base in the Mexican

to Ty.

ble revenues are determined every calendar year and do not accrue with other
e revenues of the taxpayer, even for the provisional payments and half-yearly
stments. The tax payable in respect of revenues in preferred tax regimes, however,
lyable in accordance with the taxpayer’s annual tax return.

These are classified as follows:

® Financial operations derived from indebtedness refer to interest rates, del
certificates and the National Consumer Price Index.

® Financial operations derived from capital refer to other certificate
merchandise, foreign currencies, baskets and any other indicator.

® Mixed derived financial operations are related to several properties
certificates or indicators, both in debt and capital transactions.

The Ministry of Finance and Public Credit will indicate by means of general rules th

derived financial operations which should be considered debt-related and capitd
related. ‘

H

ers may deduct, from their total tax revenue for that tax year, available
etions in proportion to their direct or indirect participation in investments located
% in order to determine their taxable profit or loss. Losses may be carried back for
years,

(d) Income received from preferred (low tax) regimes '

For Mexican tax purposes, investments made in preferred tax regimes include ho!
made directly or indirectly via branch offices, corporations, real estate, shares, af
bank and investment accounts. They also include any other form of participation |
trusts, joint ventures, investment funds, as well as any other similar legal entity whi
has been created or incorporated in accordance with law of the foreign regif
including those established by third persons. '

ion gains and interest (without an inflation adjustment) may be taken into
int for the purpose of calculating taxable profit or loss.

ble revenues are liable to tax at the rate of 40%.

MEX 93-010 MEX 93-010
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Non-residents

See MEX 13-010(b).

(¢) Mexican treatment of part-year residents

There is no special tax treatment of part-year residents.
(d) Alternatives to Mexican individual rates ;
Residents and non-residents i
There are no alternatives to individual rates.

(e) Mexican rates for special categories of individuals
Residents and non-residents

An optional regime exists for small enterprises whosg income is solely from the sajq
of goods and/or supply of services to the general public and does not exceed 2 milligy

pesos annually. Tax is payable at a rate of up to 2% on gross income, reduced by 4

times the current monthly minimum wage applying to the area where the taxpayer is
located.

MEX 93-030 TAX YEAR AND PAYMENT SYSTEM
(a) Overview of the Mexican tax collection system
Residents

(1) Normal tax year. The Mexican tax year for individuals and corporationg
runs from 1 January to 31 December. ]

(2) Overview of tax collection systemn. Individuals are obli.ged to contribute
Mexico’s public expenditure.,

Collection of taxes from both taxpayers and third parties is carried out through ,Q
the local tax collection offices of the Ministry of Finance and Public Credit 07 A)
through credit institutions authorised to undertake this activity.

(3) Filing of returns. Individuals must file an annual income tax return_duz'n
the period from February to April of the year following the tax year in question,

(4) Assessment of tax. Individuals must calculate thei
account:

I income tax taking into

(i) the aggregate income received during the preceding tax year
(i1) the deductions authorised for that same period

(iii) deduction of losses from previous tax years pending application.

(5) Payments and refunds. Tax is paid by means of an income tax Teturn, which

is lodged with the credit institutions authorised by the Ministry of Finance and
Public Credit.

If tax is not paid within the term established, the amount due will be adjusted for
inflation over the period from the month in which the payment fell due to the

actual date of payment. In addition, surcharges for delayed payment must be
paid.

Surcharges will be levied over a maximum period of 5 years.

The tax authorities are obliged to refund any excess tax paid. The tax laws may
also provide for further refunds. Refunds are adjusted for inflation.

(6) Revenue authority contact details. Individuals must lodge an annual tax
return with an authorised credit institution.

Contact details for the Taxpayer Services Department are as follows:

MEX 93-030

EXIC

1 n_residents
Jiens havil’lg. o
'; ] non_resi di
g . e i is
ey gotlijlrlzted at source is deemed to be a final payment. The tax ‘:}?gl:,griice
ta‘ﬁiy ;]. thheld by the Mexican resident paying the income or receiving :
".;l na

B Collection of Mexican tax from employees

\QO

oe INDIVIDUALS @ Residents and Non-residents 411

Centro Nacional de Consulta
paseo de la Reforma Nte No 37
Col Guerrero CP 06300

Tel: (5) 227 0297
www.sat.gob.mx (Spanish only)

ermanent establishment in Mexico are subject to the samehgeneral
ilation to lodging tax returns and payments as residents. The same

hat for residents applies.

dent does not have a permanent estab]lishment in Mexico llaut rece'::ﬁfris
income, the non-resident is not obliged to file an annual tax return.

desidents

Scepe of salary tax. Employers are obliged to withhold tax both rgongllgnﬂc:
() L?i The concept of salary or wages includes earnings and a l\)] woes
o~ q“eg'by members of co-operative entities, advances received by memb:lfs o
rf:;;;lc:;ations and corporations, and fees paig to acd]ml'n}s:ra:g;: :;Eg ﬁ:ﬁbers 2
. i id to administra

directors. In the case of fees pai :
ll;g:fi: g? directors, tax on such income must be withheld at a rate of not less
than 35%. ( ; . t
(2) Collection system. Employers pa;((ﬁng salar1:;lslyar;)(1i y‘:;?eglftss T;)e ;)E?gg;ie dici
i ng mon . :
withhold taxes and make corresponding B i S e
institution authorised by the Ministry of Finance and Py :
iﬁztlﬂgf rclice;'nicila. Theze payments are treated as credits against the annual tax
liability. : ' _
Employees whose salaries exceed 400,000 pesos will be obliged t? Sﬁeﬂ'ﬁg
annlslal returns, and their employers will not be required to calc
employees’ annual tax liability on their behalf. . .
Individuals must file an annual tax return if their mtct?me gr‘c’)ircl;luzoixgzsrsn ? yez‘ar n
d interest exceeds 1.5 million pesos in the pr '
?ﬂcl:ﬁea?rom such sources exceeds 400,000 pesos in the current income yeat, a
tax return must also be filed. b .
Individuals who receive more than 100,000 pesos in interest income must also
file an annual tax return. . '
Income earning taxpayers must provide th;u;l en’]lpltgegfst\r?tho}he_[gi;:sys:g
i i i e ;
information for registration with the Federa
Alternatively, taxpayers may supply the registration number to the er.nployer. )
Employees receiving income from 2 or more employers must inform eac
employer in writing. '
By 15 February following the end of the calendar year, employers arle ;;q:ﬁ;zcsl
to provide employees with a statement indicating the amount of travel exp
incurred in that year. . .
(3) Determination of final liability. Employers are required todglixlfe f;lpé{(ﬁ/ﬁ; 3
written record which specifies both the total remuneration an tf“? dx e
during the calendar year in question. The written record must be filed pri

MEX 93-030
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Otherwise, an individual’s previous residence in the Netherlands has no Teleyay 1es:

the issue of the taxation of capital gains. 3 .. rate includes compulsory social security contributions that are d_ue c]J; income upséf;

() Controlled foreign companies and trusts €3;:;2 for 2022 (9.75% for those who have reached the pensionable age

Residents and non-residents NLD 1]3'110(b)(2))'

who have reached pensionable age in 2022 and who were born on or after
05€

From 1 January 2019, controlled foreign company (CFC) rules apply iy 1046, the rates are:

Netherlands. Under these rules, Dutch companies are required to Pay tax g |

income of subsidiaries and foreign permanent establishments based in loy . Tax rates (%)

Taxable income (€)

Jjurisdictions. T
A jurisdiction is considered low tax if it: Up to 32;’4;928 o
p . ‘ 473-69, :
® has no corporate income tax or has a statutory corporate income tax rate hat. 35
9%, or © belg Over 69,398 49.5

® is listed on the EU list of uncooperative jurisdictions. _
pinotes:

. his rate includes compulso
2;1;,472 for, 4022 (9.75%
NLD 93-118:0)(2)).

= box 1 incoine tax rates for 2021 were:

A subsidiary is considered to be a CFC if the Dutch company (whether alone gp
associated enterprises) owns directly or indirectly at least 50% of the subsidiamy
capital or voting rights, or has a profit share of at least 50%.

Before 1 January 2019, the Netherlands had no CFC rules.

The Dutch Personal Income Tax Act also contains provisions against the accumulatjg
of income in foreign entities whose assets consist largely of passive investments, |

ry social security contributions that are due on income up to
for those who have reached the pensionable age — see

Taxable income (€) Tax rates (%)

the event that these provisions apply, the individual’s taxable income is incregge 507 37.14
annually by a notional percentage of 5.69% of the value of the individual’s interest | Up to 68, 95
the entity. The effective income tax rate depends on whether there is a substanti Over 68,507 :

interest. If the taxpayer has a substantial interest, the rate is 26.9%. If the taxpay
does not have a substantial interest, the box 3 income tax rates apply (s
NLD 93-020(c)).

NLD 93-020 INDIVIDUAL TAX RATES

(a) Dutch tax rates on income from work and home (box 1 income)

i i ibuti due on income up to
4 Thi included compulsory social security contributions that were du
2;1; I:gg ;’Icl)(r: ;021 (27.(13)5% for those who had not yet reached the pensionable age — see
NLD 13-110(b)(2)). :
: those who reached pensionable age in 2021 (66 years and 4 months or over for

Residents and non-residents —) and who were born before 1 January 1946, the rates for 2021 were:

The Netherlands resident individual tax rates on income from work 4nil‘home (box |

income — see NLD 93-010(a)) for 2022 are as follows: Taxable income (€) Tax rates (%)
Up to 35,941 19.2°
Taxable income (€) Tax rates (%) 15.942-68,507 37.1
Up to 69,398 37.07! Over 68,507 49.5
Over 69,398 49.5
Footnotes: A E

i i i i ibutions that were due on income up to
5 This rate included compulsory social security contributions i
| €35,129 for 2021 (9.75% for those who had reached the pensionable age — see

| NLD {3-110(b)(2)).
r those who reached pensionable age in 2021 and who were born on or after
anuary 1946, the rates for 2021 were:

1 This rate includes compulsory social security contributions that are due on income up {0
€35,472 for 2022 (27.65% for those who have not yet reached the pensionable age — set
NLD §3-110(b)(2)).

For those who have reached pensionable age in 2022 (66 years and 7 months or ove
for 2022) and who were born before 1 January 1946, the rates are:

Taxable income (€) Tax rates (%) Taxable income (€) Tax mf&z (%)
Up to 36,409 19.172 Up to 35,129 19.2
36,410-69,398 37.1 35,130-68,507 37.1
Over 69,398 49.5 Over 68,507 49.5

NLD ﬂ3-020
NLD 93-020
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Further information on these and other grants are available on the Ng
Trade and Enterprise website www.nzte.govt.nz. &

(e) Research and development

Expenditure on research and development (R&D) for the purpose of 4
income is deductible for New Zealand tax purposes. However, if the gy
relates to an asset, depreciation of the asset will be allowed instead (see NZLﬂ {

Expenditure incurred in connection with unsuccessful attempts to gepe
sources of income is deductible. These include:

@ expenses of a failed or withdrawn application for resource consent
e expenses of a failed or withdrawn patent application

@ cxpenses of a failed application for plant variety rights.

If any such costs subsequently prove of commercial value to the compay
relevant deductions must be reversed.

For tax years beginning on or after 1 April 2015: : ,

® businesses can deduct for tax purposes R&D expenditure that was not prey

deductible or eligible for depreciation if the expenditure is ing

connection with unsuccessful attempts to generate new SOUICEs of incoy

patents)

e start-up companies can apply for a cash refund for tax losses of up toa

cap amount if they arise from expenditure on R&D, subject to certain con
For 2022-23, the cap is NZ$2 million (ie a refund of NZ$560,000 when

’0

rate is 28%). The cap was the same for 2021-22. The maximum amount ~ &

refund in any given year is the lower of:
— the cap amount
— the company’s net loss for the year

the company’s total R&D expenditure for the year

_ 1.5 times the company’s salary expenditure on R&-12 for the year.

For tax years beginning on or after 1 April 2019, a'15% R&D tax credit a
qualifying R&D expenditure exceeding NZ$50,000, up to a maximum of
million.

(f) New Zealand tax assistance for specific industries

Aquaculture

Revenue expenditure for aquaculture activities is deductible in the year i€
However, certain items of capital expenditure may be claimed progressively ond
similar to depreciation. Such deductions are available in relation to rock’
farming, mussel farming, scallop farming, sea-cage salmon farming and fres

fish farming.
Farming and agriculture

Revenue expenditure for farming and agriculture activities is deductible
year incurred. Development expenditure for the following activities is allowed

in the year concerned:
® destruction of weeds or plants detrimental to the land

@ destruction of animals or pests detrimental to the land

NZL 91-200
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flood or erosion damage
g and maintaining trees for erosion control
and maintaining trees for shelter

ction of fences _for agriculturfil purposes, including the purchase of wire
netting for making new or existing fences rabbit-proof.

. development expenses are regarded as capital. For these other expenses, a
s not allqwed except for specified expenses which may be 'claim’ed
Jy on a basis similar to depreciation.

ue expenditure for forestry activities is deductible in the year incurred.
ent expenditure for the following activities is allowed in full in the year

¥
.

' ing and maintaining trees

ctine access tracks that are to be used for no longer than 12
o B m
icticn of the track. g onths after

< fevelopment expenses are regarded as capital. For these other expenses, a
£

@) is not allowed except for specified expenses which may be claimed

vely on a basis similar to depreciation. -
television production

s of 20% of qualifying New Zealand production expendi
or certain film productions with exper]iditure of at lgastdll\tluzrg 1(8 I’I:IlﬁlljDEI?l ?cl;i
llion for TV and non-feature film productions). These grants are onl
to companies resident in New Zealand. Certain productions which pass th}el
Economics Benefits Test can access an additional grant of 5% of QNZPE
Zt$ 115 al§ﬁiavallg?16_ ]f?r post, digital and visual effects, where expenditure is
; million. Eligible grante i
Bt (BF) in N Z%a ol c% es must be residents or have a permanent

e li,; tgpNtZo$ 5400%.1?1? Ql\}IIZPE are available on larger productions with
e uf million; the grants are issued subject i iti
significant New Zealand content. S e,

omprehensive tax regime applies to other fil i i
g 5 m companies which
the grants but satisfy other requirements. p vk

ifying company regime

“‘-dr):e H::ld companies (being companies where 5 or fewer persons own or

f regim:n S? A()i in c;he clompany‘)‘ may elect to enter New Zealand’s qualifying

fe. S]‘[a¥:: herllds paid by a ‘‘qualifying company’’ are exempt from tax in

e lO ers to the extent that the dividends are not fully imputed.

E sharehca;ld?: :s%mc))?hi made, lossgs Qerllved by the company may be offset
olds income. Capital profits derive ifyi

: may be distributed tax free to Shareholdersp without the n(le]cjiytoaw?r;l; ﬁgyiﬁg

, Eé]-:gm Zeqland resident companies with 5 or fewer shareholders may become
panies. Relatives of the first degree are counted as one shareholder.

b .
; n]t;(liiti ]_tvo_dquahfy, the company must receive no more than NZ$10,000 of
T idend income and the shareholders must assume personal
. or the income tax payable by the company.

NZL €1-200
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6

7 The lower rate applies to interest paid to government organisations or the centra)

10

11

12

13

14
15

16

17

18

19

20

21

22

23

24

25

LAND @

e applies to royalties from the use of copyrights _(excluqing films al_a?
3 mputer software, patents or mformgtmn concerning industrial, commercial
di gfsi)c’ g; erations (excluding rental or franchise agreements).
~igntl
ﬁ evelopments

eaty d ble outlines the status of treaties that have been signed by New

not yet in effect, including the w1thh01§11ng tax rates specified under

;;:lties Non-treaty withholding tax rates will apply where they are lower

specified in the treaty.

The lower rate applies to interest paid to government organisations, the Centra },
respect of loans or credit financed or guaranteed by an institution promoting e)(p 1k,

ls,

dn|
The 0% rate applies if the foreign company owns directly or indirectly at | -~ 500/.‘
voting rights in the paying company, or if the interest is paid to gOvernment gpgy,. . 0
or the central bank; the 5% rate applies if the foreign company owns directly g lea
of the voting rights in the paying company. el

following 14

The lower rate applies to interest paid to government organisations, the centra] 1,, -

Institution promoting exports. G

Date Status

7 Dec 2009 Amending protocol signed; withholding tax rates:
Interest: 0% if paid to a government organisation or
the central bank, or in respect of a loan or credit
financed or guaranteed by an institution promoting
exports; otherwise 10%

The lower rate applies if the interest is paid to or by government Organisajong
respect of a loan agreed by both governments. '8

The lower rate applies if the foreign company owns directly or indirectly at least 1
the voting rights in the paying company for six months prior to payment of the diyiq 1

The 0% rate applies if the foreign company owns directly or indirectly at leagt 80% o
voting rights in the paying company for 12 months prior to payment of the dividenq
5% rate applies if the foreign company owns directly at least 10% of the voting righ

i formaticn exchange agreements (TIEAs)
the paying company. Ir

© Zealand has signed TIEAs with the following jurisdictions, based on the
qodel convention:
gutia (in force 6 January 2017)
samas (in force 10 January 2017)
rmuda (signed 16 April 2009)
“tish Virgin Islands (in force 23 December 2016)
an Islands (in force 30 September 2011)
ok Islands (in force 13 December 2011)

\ aracao (in force 2 October 2008)
The higher rate applies to royalties from the use of any patent, trademark, osig -l tember 2017
model, plan, secret formula or process, or information concerning industrial, conimer ominica Qn force 7 Sep )
technical and scientific activities, or from the supply of assistance ovetiaining to ibraltar (in force 13 May 2011)
' gernsey (in force 8 November 2010)

application or enjoyment of property or rights subject to royalties. i
le of Man (in force 27 July 2010)

ersey (in force 27 October 2010)

hall Islands (in force 9 April 2015)

i (in force 31 October 2013)

aint Kitts and Nevis (signed 24 November 2009)

aint Vincent and the Grenadines (in force 17 October 2016)
an Marino (in force 8 September 2017)

_,z—. Maarten (in force 2 October 2008)

urks and Caicos Islands (in force 23 December 2016)

uaty (in force 27 October 2016).

.‘!VIDUALS ® Residents and Non-residents

3-001 SNAPSHOT
llowing table provides a summary of the major features of the taxation system
( Zealand as they affect transferring executives and business migrants.

The lower rate applies to interest paid to or by government organisations or the ca
bank, or in respect of loans or credit (for a period of at least three years) finangg
guaranteed by such entities.

The lower rate applies if the foreign company owns directly at least 10% of the
rights in the paying company. |

The lower rate applies to interest paid to government organisations. v QO

The 0% rate applies to interest paid to government organisations or the central bank
10% rate applies to interest paid to any financial institution, or in respect of sales on g Q
of equipment, merchandise or services, )1

The lower rate applies if the foreign company (not through a partne:siic) owns directl
least 25% of the paying company’s capital.

The 0% rate applies to interest paid to government organisations or the central bank;
10% rate applies to interest paid to a bank. '

The lower rate applies to interest paid to government organisations, or in respect of lo
or credit financed or guaranteed by an institution promoting exports.

The lower rate applies to interest paid to government organisations, in respect of loans
credit financed or guaranteed by such entities, or to any financial institution.

The lower rate applies to interest paid (a) to a government organisation or the cenl
bank, (b) in respect of a loan or credit guaranteed, insured or indirectly financed by
government organisation or the central bank, or (c) to an unrelated financial institul
(excluding interest paid in respect of back-to-back loans).

The lower rate applies if the foreign company owns directly at least 50% of the val
rights in the paying company.
The 0% rate applies if paid to a government organisation; the 5% rate applies if
foreign company owns directly at least 10% of the votin g rights in the paying company:

The lower rate applies if the interest is paid to an unrelated bank or financial instifuti
or in respect of a loan or credit guaranteed or insured by Export Development Canada.
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