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The 2024 EY Tax Policy and Controversy Outlook jurisdiction reports

~y

ajor intertwined tax developments continue
to evolve and itdos the
whole picture in real time that will navigate
successfully.

Marna Ricker, EY Global Vice Chair of Tax.

Around the world, governments are actively evaluating and
implementing tax reforms developed in global discussions,
advancing local policy changes and strengthening tax
enforcement. The EY article How to find certainty amid tax
policy transformation offers a global perspective on these
changes. In the following pages, local EY policy and
controversy leaders share the top developments in their
jurisdictions and their expectations for the coming year.

Highlights for each jurisdiction include:
U Major issues to watch in 2024

U Key tax policy, enforcement and controversy developments
that occurred in 2023

(@)

Expectations for key tax policy, controversy and
enforcement developments in 2024

(@)

Pending legislative matters

(@)

Tax transparency developments

(@)

Significant audit focus areas and audit process
developments

The 2024 Tax Policy and Controversy Outlook is a survey of
EY tax policy and controversy leaders in the jurisdictions
concerned and represents only the personal views of those
respondents. The content is current as of 10 January 2024,
with exceptions noted.



Americas

Key issues to watch in 2024
U Tax reforms

0] Increasing digitalization of tax administration

EY key contacts

Tax policy: Tax controversy:
Jorge Libreros , Jose Murillo Kiara Rankin
U Tax enforcement and enhanced tax audits

(@)

Adoption of international tax standards

Key drivers of tax policy change

(@)

Pressure to adopt international tax standards, particularly
from the OECD Inclusive Framework, OECD Global Forum
on Transparency and the EU

()

Control inflation

()

Need to raise revenue and reduce budget deficits

()

Federal elections occurring in Mexico and the US

Significant tax policy development trends in 2023

U Brazil implemented transfer pricing rules that follow
OECDguidelines. Other jurisdictions in the region will be
affected.

()

Brazil enacted indirect tax reform that is still undergoing
court challenges.

()

Costa Rica amended the foreign-sourced income
exemption regime to be removed from the EU list of
noncooperative jurisdictions for tax purposes.

()

Ecuador enacted an optional tax increase for taxpayers
seeking tax stability as well as a variety of investment and
employment incentives and tax debt penalty and interest
amnesty.

Significant tax policy development trends expected in
2024

U Businesses and governments are closely watching the
implementation and impacts of Pillar Two in other
jurisdictions. Of particular concern are the impacts on
free trade zones.

(@)

There is pressure to change tax provisions in order to be
removed from the EU list of noncooperative jurisdictions
(Panama) or to avoid being listed (Uruguay).

U Tax reform is ongoing in Brazil (CIT), Chile (CIT,
transparency) and Ecuador (VAT).

(e}

Additional guidance is expected on recent reforms in
Brazil (indirect) and the US (green measures and CIT).

Developments in tax transparency requirements

U Increase in cooperative compliance programs, such as
the Cooperative Compliance Program (CONFIA, for its
Portuguese acronym) in Brazil.

Top tax enforcement or tax controversy development
trends in 2023

U More frequent and intense audits
U Focus on transfer pricing

U Uncertainty in rules

Top tax enforcement or tax controversy development
trends expected in 2024

U Increased digitalization and modernization of the tax
authority, including the use of information sharing and Al

U Increased litigation in Brazil as new measures are
implemented, with the hope for decreased litigation after
issues are settled
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Asia-Pacific

Key issues to watch in 2024

(@)

Continued focus on tax governance by tax administration

(@)

Domestic implementation of Pillar Two

(@)

Adjustments to tax incentives and adoption or enhancement of
nontax incentive regimes considering Pillar Two impact

EY key contacts

Tax policy: Tax controversy:
Matt Andrew Martin Caplice

(e}

Application of new technologies to strengthen tax administration

(@)

Tax audit focus on arrangements that lack commercial
substance

Key drivers of tax policy change

U Many jurisdictions under pressure to collect tax shortfalls or to
collect income to reduce national debt; many jurisdictions
expected to pursue strong audit measures

U Focus on implementation of international tax standards, such as:

C

Pillar Two global minimum tax

U Multilateral Competent Authority Agreement (MCAA) on the
Exchange of CbCR and on Automatic Exchange of Financial
Account Information

(@)

Implementing and maximizing exchange of information
mechanisms

U Joining Global Tax Forum and implementation of Inclusive
Framework minimum standards to be removed from the EU
list of noncooperative jurisdictions for tax purposes

U Automation of tax administration, including e -invoicing

Significant tax policy development trends in 2023

U Jurisdictions spent significant time working through options to
implement Pillar Two and domestic minimum tax options, such
as the QDMTT.

U Jurisdictions made widespread changes to existing tax
incentives programs to offset the impacts of Pillar Two; such
changes must fit within the Pillar Two framework for incentives.

U Jurisdictions continued to roll out packages of anti -avoidance

measures, with a strong focus on topics such as intangibles,
embedded royalties and offshore disposal gains.

Significant tax policy development trends expected in
2024

0 Implementation of the Pillar Two: continued focus on Pillar Two
by jurisdictions, codification and implementation by tax
administrations spread across 2024 and 2025

(@)

Continued focus on the design and implementation of specific
anti-avoidance measures

Continue considering options to change tax incentives that
qualify under Pillar Two

Continued focus on indirect tax rate and base expansion

Adoption of Inclusive Framework minimum standards by
jurisdictions in order to be removed from the EU list of
noncooperative jurisdictions for tax purposes

(@)

oo

Developments in tax transparency requirements

U Adoption or expansion of e -invoicing regimes by some
jurisdictions to drive increased tax transparency

Top tax enforcement or tax controversy development
trends in 2023

U Tax administrations sought to promote trust through tax
governance programs, involving mandatory and voluntary
VOO©z©OL£zr2© ¥{ vam ¥ |va~°va-¥oCO
jurisdictions, including Australia, Malaysia, New Zealand and
Singapore, currently have these programs, with more expected
to follow. Japan refreshed its Japan Compliance Assurance
Programme, a process via which super-large companies can
seek nonbinding certainty in real time.

Top tax enforcement or tax controversy development
trends expected in 2024

(e}

Broader adoption of tax governance focused programs by a
wider group of jurisdictions

Continued focus on payments to low - or no-tax jurisdictions

Continued focus on tax compliance automation by tax
authorities, including adoption and expansion of invoicing
programs

Regional cooperation among tax authorities, including via OECD,
UN and other groups

o o

(@)
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Europe, Middle East,

EY key contacts

Tax policy:
Jean-Pierre Lieb

Tax controversy:
Charles Ménard

India and Africa

Key issues to watch in 2024

(e}

EU regulation implementations (Pillar Two CPublic CbCRC
DAC7 CE-reporting VAT measures)

(e}

Public deficits and inflation regulation

Sustainability and climate change taxes

(e}

Increase and strengthening tax audits; amendments to
controversy procedures

Key drivers of tax policy change

(e}

Focus on anti-avoidance: increasing tax collection,
stronger anti -avoidance enforcement, international
cooperation and information exchange

(e}

Corporate tax and local business incentives

(e}

New incentive plans for sustainability and climate change
issues

(e}

Administrative advancements: digitalization of reporting
procedures, new e-audits and modernizing tax compliance

Significant tax policy development trends in 2023
U Amendments of corporate tax rules and granting new

preferential regimes (tax deductions, tax rate reductions)
U New incentive plans (R&D incentives and tax credits,
freelancers tax measures, local business incentives)

(e}

Sustainability and climate change new incentive regimes

(e}

Windfall and temporary taxes (oil and gas and electricity
sectors)

Significant tax policy development trends expected in
2024

U
U

Pillar Two rules implementation

VAT reforms (substantive changes to VAT obligations,
VAT rate changes)

(e}

New windfall taxes (oil, gas, electricity sectors)

(e}

Excise duty reforms

Developments in tax transparency requirements

(e}

EU DACY reporting obligations implementation

Public CbCR implementation

(e}

EU VAT CESOP Directive rules implementation
] Implementation of OECD global tax transparency

Top tax enforcement or tax controversy development
trends in 2023

U Increased tax audits and debt recovery

(@)

Digitalizing collection procedures

(@)

E-audits
U Focus on tax fraud

New tax fraud and tax audit measures
0]

0] Strengthen administration powers

Improve audits

U Adjusting and strengthening transfer pricing measures

Top tax enforcement or tax controversy development
trends expected in 2024

(e}

EU regulation implementations (Pillar Two, Public CbCR,
CESOP, DACY)

Development of coordinate and joint audits

o o

Continue transfer pricing rules enforcement

(e}

Enhanced fight against withholding tax fraud
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European Union

Key issues to watch in 2024

(@)

The evolving geopolitical and economical landscape and
its impact on the EU as a bloc

(@)

European Parliament elections in June and replacement
of the European Commission by the end of the year

EY key contacts

Tax policy: Tax controversy:
Marlies de Ruiter, Maikel Evers Marlies de Ruiter

U The perspective of the European Council, which brings
together the political leaders of the Member States (MS),
¥o 2}z ZjCO vaa'yxa-~—ozanz0@O0 {¥°
transition and digitalization

i}z bhC ~£! ¢z£fzrm2va~¥o ¥{ 2a}gz

(@)

Key drivers of tax policy change

U Changes following from the strategic autonomy policy, which
requires self -sufficiency of the EU in certain areas, such as
energy production

U The need for additional tax revenue due to budget challenges
resulting from high levels of debt and interest

U Changes to the tax system due to new political preferences,
such as scaling down of tax incentives for fossil fuel production
and introduction of lifestyle taxes

U Positioning to be relevant as an industrial force in the mid - to
long-term, seeking to match the funds available for investment
in other blocs when it comes to the green and digital transition

U Significant changes in the transparency and reporting
environment in response to sustainability initiatives, new public
reporting rules and Pillar Two introduction

Significant tax policy development trends in 2023

(@)

Pillar Two transposition into domestic legislation by MS

(@)

The stream of new guidance and safe harbors on Pillar Two
issued by the OECD Inclusive Framework

(@)

Agreement on and introduction of measures connected to the
Green Deal, such as the CBAM

(@)

The continuously evolving tax transparency environment

(@)

The proposals by the Commission on the Business In Europe:
Framework for Income Taxation (BEFIT) and the TP Directive,
which seek more coherence of CIT within the EU

Significant tax policy development trends expected in
2024

U Questions related to Pillar Two entry into effect in the EU
U Final decision on Pillar One and its effects on digital taxes

U Focus on tax reporting, including a review of reporting
obligations to governments as defined by the Directive on
Administrative Cooperation

(e}

A multi -stakeholder dialogue on the attractiveness of the EU
internal market as an investment location

Developments in tax transparency requirements

0] Entry into effect of the public CbCR obligations as of 22 June
2024 (earlier in some MS)

U Debated expected on what the Corporate Sustainability
Reporting Directive means for public tax reporting

U Institutional investors from Europe will continue to push for
good tax governance and public tax reporting

Top tax enforcement or tax controversy development
trends in 2023

U The draft TP Directive includes proposals to prevent disputes
and resolve such disputes more expeditiously.

Top tax enforcement or tax controversy development
trends expected in 2024

U Intensified dialogue between business and European institutions
on tax challenges and how to enhance tax certainty

0] Negotiations on the TP directive with the aim to come to an
agreement
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Argentina

Return to Contents

Key issues to watch in 2024
U Inflation reduction

U Public deficit reduction

EY key contacts

Tax policy:
Ariel Becher

Tax controversy:
Jorge Lapenta

Economy deregulation

Tax reform

Key drivers of tax policy change
U Government focus on stabilizing and deregulating the
economy

U Government focus on reducing inflation, with decreasing
the public deficit to zero as the main driver

U Tax enforcement and enhance of tax audits

Significant tax developments in 2023

U In 2023, Argentine tax policy was driven by the

presidential elections.
U] Specific regimes required certain taxpayers to make tax
payments in advance or postpone the computation of tax
credits.

(@)

Just before the presidential elections, by the end of 2023,
a significant individual income tax reduction was enforced
for employees. The new government, on the contrary, is
intending to repeal such reduction to help decrease the
public deficit.

Significant tax developments expected in 2024

Ui}z | ¥~z " ofzma ~©0«zy Yzx°~
«" ]l zoax C LEDGEGHA -} ~x}
laws, aimed at de-regulating the economy.

(@)

The government sent a bill to Congress containing a
series of tax reforms, including a tax moratorium regime,
a voluntary declaration of assets, some reductions in tax
¥ao | z" ©¥ov¢ vOOz2a@O©OA veoy VvV
~axzad~az "z|~£zC --~2} 0©-~|
reductions for new significant investments.

U A second bill of tax reforms is expected.

vVw' ¥| vy2z0©O van

Significant legislative activity that could include tax

U The main highlights of the previously mentioned bill are
the following:

U Establishment of a tax moratorium regime for debts related
to taxes, custom duties and social security obligations
payable up to 30 November 2023, with interest reduction
and fine elimination

(@)

Establishment of a regime of regularization of assets
situated in Argentina and abroad

(@)

Establishment of certain changes regarding the tax on
personal assets, reducing it progressively and encouraging
the payment in advance of the tax for years 2023 to 2027,
with certain benefits

U Increase in export duties

A second bill is in process to increase the income tax
applicable to individuals related to the income obtained
from their personal work. This initiative would reverse the
reliefs granted at the end of 2023.

Tax treaties signed prior to 2019 and yet pending
ratification have been recently sent to Congress for
approval (Japan, Turkiye, China and Luxembourg).

ZZ
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U The bill sent to Congress contains certain measures

aiming at disclosing tax matters to the public. Among
others, it requires sellers to disclose amount of tax
responsibility in the invoices and requires free services
to~axt«yz 2}z -¥"y~o| ¢{"zz
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Argentina
Expectations for tax policy

Significant tax reform  prospects are unclear. Although
the recently elected president has announced his
intention to reduce taxes and change the tax system,
since an urgent balance of public accounts is needed,
there has been no announcement yet of such a
significant tax reform.

Elections took place in 2023 and the new government
took office on 10 December 2023.

R&D incentives are expected to stay the same;
however, since government needs deficit reduction, the
elimination of some regimes cannot be disregarded.

Other business incentives are expected to increase.
The bill already sent to the Legislative Branch contains
a special large investments incentive regime with a
series of relevant tax benefits.

Corporate taxes

U No significant corporate tax changes occurred in 2023
due to the electoral process.

Taxes on digital business activity

U Transactions that imply payments in foreign currency are
expected to be more heavily taxed, and this shall have a
direct impact on digital business activities.

Taxes related to climate change or sustainability

U This subject was not included in the Argentine agenda
during 2023.

U The new administration has already issued public
statements indicating that environmental matters will
not be targeted as priority objectives.

Windfall taxes

U No windfall taxes were applied during 2023 and are not
currently expected to be applied during 2024.

VAT/GST or sales taxes

U No major changes took place during 2023 and none are
currently expected for 2024.

Personal taxes

U The reductions granted in 2023 are expected to be
repealed, thus increasing the tax on salary income.

U The tax on personal assets is expected to decrease.




Argentina

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

(@)

Discussions on legality of advance payments imposed by
the prior government

(@)

Adjustment for inflation, adjustment of tax losses

Top tax enforcement or tax controversy development
expectations for 2024

U Increase in tax audits

U Focus on transfer pricing matters

Tax audits in Argentina in 2024 are generally
expected to increase in number and intensity.

Top audit issues:
1. Intercompany loans (recategorization of debt into equity)
2. Transfer pricing matters

3. Intercompany charges

Summary of tax rate and base changes

Changes in tax audit approaches or methods

U The new administration has designated new tax
authorities, and it is still uncertain how they are going to
conduct the audits.

Changes to dispute prevention or dispute resolution
tools or programs

U More communication between the area in charge of the
MAP resolution and the local tax authorities is expected,
and this could have a direct impact on the prevention and
resolution of tax disputes.

U If approved by the Legislative Branch, the tax moratorium
regime included in the aforementioned bill could reduce
litigations, close existing disputes and avoid new ones.

Tax governance approach/processes developments
for business taxpayers

U This is also uncertain, considering the new authorities
have taken office just recently.

Digital tax administration developments

U No changes are currently expected.

Top 2023 Top 2024 % rate Overall base The 2024 Tax Policy and
rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 35% 35% c Same Same leaders in the jurisdictions
concerned and represents only
PIT 350 350 ¢ S S the personal views of those
respondents.
VAT/sales 21% 219% ¢ Same Same This information is current as of
10 January 2024.
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EY key contacts

Au St ral i a Tax policy: Tax controversy:

Tony Merlo, Alf Capito Fiona Moore
Return to Contents
Key issues to watch in 2024
U Pillar Two implementation C Pillar Two was announced U Multinational tax integrity plan € Enactment of 2022
as effective from 1 January 2024 but is unenacted election measures announced in the 2022 -23 budget and
and stakeholders are awaiting draft legislation for related guidance.
GoEUIETEN. U Greater transparency in tax disclosures CPublic CbCR is
0] Budget deficit reduction C More fiscal restraint is effective from 1 July 2024, and additional consultation is
expected given concerns with potential budget deficits expected.
I [ElEieE M [PIEssue, U Increased funding for audit programs C Several task

forces and compliance programs received additional

funding.

Key drivers of tax policy change to inquiry by the Senate economics committee,

~ . . with the committee report due by 5 February 2024.

U Government focus on avoiding budget deficits: A key The start date for the debt deduction creation rules
focus of government has been on repairing the budget was deferred until income years commencing on or
yz{~x~2A ~uxtE«y~n| w X¥"{~"£~°aﬁer J‘UI}‘/024 cZO \ Bl z=" c{v-~"
©tv' 'z ¥{ 2v®C voy w ~ax " zvO~ag| O©«,| z vna«va~¥n ave {¥°
individuals with balances of >$3 million. U Denying deductions for payments relating to intangibles

~ ; ; : ; and royalties paid to low - or no-tax jurisdictions:

U Increased Australian Taxation Office ( ATO) funding: The government consulted on exposure draft law and
Additional funding for ke_y tax complrance programs ©2viz}¥¢yz © vz v-v~23-~aq]
(Personal Income Taxation Com_plrance Program, Sharjow (applicable from 1 July 2023).

Economy Program, GST Compliance Program, Phoenix .

Taskforce and the Tax Avoidance Taskforce) signals U Consultation on public CbCR (applicable from income
increased ATO audit activity and potentially increased years commencing on or after 1 July 2024) occurred.
tax revenue. U A bill was introduced enacting public company financial

U Ongoing drive for greater transparency in tax disclosures: statement disclosures of subsidiaries information,

A key focus of the government has been to enhance tax including tax residency (applicable from financial years
transparency and disclosures of MNEs. commencing on or after 1 July 2023).

UAgl ¢z£zoava~¥o ¥{ 2}z dzXYCo b ¥Apilllpcagalevabie®etroleum Rent Resource Tax
Implementation of Pillar Two with 15% minimum tax is (PRRT) deductions for offshore liquefied natural gas at
Ly~ a ¥{ alyz | ¥-z  onf£zonaCoO |z £ 9¢¥%0fiRRRTassessable receiptpwas igtroguged in a —
plan. November 2023. Further PRRT changes are being

consulted on.

Significant tax developments in 2023 0 Company distributions to shareholders funded by certain

. capital raising activities are made un -frankable from

U Thin capitalization, introduced and passed by the House 28 November 2023.

of Representatives, includes a new default 30% of tax
EBITDA rule and reintroduction of debt deduction
creation rules. The proposed amendments were referred

Page 11
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Australia

Significant tax developments expected in 2024

Developments in tax transparency requirements

U Enactment of the final thin capitalization law is expected U Financial statement disclosure by listed and unlisted
following a report by the Senate economics committee Australian public companies of information on all
inquiry into proposed amendments with the report due subsidiaries, including country of tax residence, is
5 February 2024. ATO guidance on key issues is to be expected to be enacted in early 2024 and effective from
developed. financial years starting on or after 1 July 2023.

U The legislative process for implementation of Pillar Two is U Public reporting by significant global entities of certain tax
expected to apply the IR and QDMTT for income years information on a country -by-country basis, for disclosure
commencing on or after 1 January 2024 and the UTPR for by the ATO, is effective from income years commencing
income years commencing on or after 1 January 2025. on or after 1 July 2024 is pending. Further consultation is

U Legislation to deny deductions for intangibles and expected on new exposure draft law before introduction of

. . S S . : the law.
royalties paid to low - or no-tax jurisdictions is paused until R
Pillar Two legislation progresses. U Consultation has commenced on a public beneficial
~ L . : ownership register to publicly disclose information on
U An expansion is expected of general anti -avoidance rules . :
; who owns, controls and receives benefits from a company
to WHT reduction and other schemes that reduce g :
: . . and other entity regulated under the Corporations Act
Australian tax where the dominant purpose is to reduce :
: . . (phase 1) or other legal vehicles, such as trusts (phase 2),
foreign tax. It would be applicable for income years operating in Australia
commencing on or after 1 July 2024. R P g i

U The ATO is applying WHT and DPT to embedded royalties, 2 Expand_ed application of the corporate tax transparency
: .ot N report (income threshold for application reduced) applies
including litigation through courts. Legislative changes : :

. : from 2024 reporting (for 2023 income year).
following the recent federal court case are possible, R
depending on likely appeal. U Further transparency measures are expected, in light of

~ a -7 " a ¢ ~a a

U There is a PRRT consultation on further proposals, bz | ¥02z7 afz08CO Xx¥EE Ezn® o0
. . . . ; transparency.
including amendments to anti -avoidance rules with law
expected to be introduced.

Significant legislative activity that could include tax

U Amending income tax residency rules for individuals €
completed recent consultations on proposed changes to
the rules

U Amending income tax residency rules for corporates C .

-v~2-~po| {¥" Xx¥o00O«¢t3va@~¥o ¥o | " z-~¥«O \¥-z" ofznon?2CO
announcement
U Updates to ATO practical compliance approach

concerning the central management and control test

were made in 2023.

UW¥v"y ¥{ iv®va~¥oCO© " z-~z- ¥{ 2}z ay® 2@ " zvafgzoa ¥{ y~|~2y¢
assets and transactions Creport to government due upon
completion

Uw¥v 'y ¥{ iveva-~¥oCO "@-~z- ~o3a¥ X\i “¥¢¢¥-z" 0©

government response still pending

Page 12
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Australia
Expectations for tax policy

Significant tax reform is not expected in 2024. U Board of Taxation review of the tax treatment of digital
assets and transactions is continuing with completion
expected in early 2024. The purpose of this review is to

Elections are not occurring in 2024; the federal consider the policy framework for taxation of digital assets

election must be called before September 2025. and if any changes are required to taxation laws or their
administration, with recommendations for consideration
R&D tax incentives are expected to stay the same. 57 W8 GEVET It
The government has yet to release their response
to2}z W¥v"y ¥deviewof@e R&D¥ax C © Taxes related to climate change or sustainability
- a - - . . - ~
= Sa -agefic® admiistration model. U Australia does not impose a carbon tax or any other

climate change -related tax that promotes carbon

Other business incentives are expected to stay the emissions abatement. No additional taxes are under active
same. Business incentives have been rolled back since consideration.

the end of the pandemic, and some concessional

regimes, such as the patent box regime, have been Windfall taxes

reversed. However, incentives to encourage clean ~
U No developments are currently expected.
energy uptake could be announced.

VAT/GST or sales taxes
Corporate taxes

~ . ; U As GST is collected at the federal level before it is
U The standard“rateals @ remalr; 2l 3&10% and at 25% fo"r . _ g distributed to the states and terrjtories, any, chapge t
¢ w9z vez zBe®~-28-70C {¥ 285 =7 ihé gstém~reql}ires¢a§re%r9ent bétweén th lstaeig(;d
i O e el T O territories. As such, any changes to the GST rate of 10%
U New measures may potentially be introduced in the May is highly unlikely to occur.
2024 Budget (no announcements yet) in line with the

| ¥~z " ©8f£zo2CO {¥Xx«©O ¥m 2ay@® -~ ay® " z-zwo«zC

a T~ a
. 5e|rsonal taxes’ Y
0 Legislated personal income tax rate reductions from

Taxes on digital business activity 2024/25: The government has committed to deliver the

U Australia applies GST on digital supplies and has a diverted tz| ~O¢CvamHg [h2@¥eve ~ox¥£z 2ave®
profits tax and avoided PE (multinational anti -avoidance reducing marginal tax rate tiers from 6 to 4 (to be 0%,
law) unilateral measures with treaty override. No digital 19%, 30% and 45%), and adjusting thresholds, including to
services tax or virtual PE deeming provisions have been increase the threshold for highest rate from AUD180,000
implemented. to AUD200,000.
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Australia

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

Thin capitalization (current rules)

o O

Intangibles and royalties deduction denial

(@)

ATO Tax Avoidance Taskforce to focus on public and
multinational businesses generally

(@)

Several task forces and compliance programs received additional
funding

U For example, the ATO Tax Avoidance Taskforce received
extra funding in the 2022 -23 Budget (October) and extended
the task force for a further year from 1 July 2025.

Top tax enforcement or tax controversy development
expectations for 2024

([an)

Thin capitalization and debt deduction creation new law

(@)

Intangibles and royalties deduction denial new law

([an)

Transparency measures

(@)

Pillar Two

([an)

Private equity transactions

Tax audits in Australia in 2024 are generally expected
to increase in number and/or intensity.

Top audit issues

1. Transfer pricing, particularly with respect to related
financing and intangibles, and in -bound distributors

-party

The general anti-avoidance rule
Diverted profits tax

Ability to reconcile financial data with disclosures C prevalent in
TP and GST, but also other areas

Summary of tax rate and base changes

Changes in tax audit approaches or methods

Ui}z VidCO ~00©«voxz ¥{

Changes to dispute prevention or dispute resolution

tools or programs

U New Administrative Review Tribunal (replacing the
Administrative Appeals Tribunal)

UArNEl¢zEzmava~¥o ¥({

Tax governance approach/processes developments

for business taxpayers

Ui}z vidco
program focusison 2 z ©2 ~ o |
and tax controls are in place.

«©2 ~{ ~zy ar
alva vy

(@)

The ATO top 500 and next 5,000 are assurance programs for
privately owned and wealthy groups.

(@)

Tax reviews are increasingly granular in data production
requirements.

Digital tax administration developments

U The ATO continues to invest in digital capacity and has a current
strategy spanning 2022 -2025.

U The strategy focuses on four key pillars:

(@)

Evolve digital maturity

(@)

Continue to deliver and leverage the right digital platforms

(@)

Deliver personalized optimal experiences for clients and
people

(@)

Collaborate with partners to build connected and trusted
ecosystems

(@)

Transition to a new ATO data center and expansion of robotic
process automation program are underway.

©ava«ay”

« ©2 T
X¥E£] vao

Top 2023 Top 2024 % rate Overall base Combined
Tax type rate rate change changes effect
30% 30% .
cIT (25% base (25% for base Higher Higher Ulne 2022 e 2 gy Sl
rate entity) rate entity) Controversy Qutlook is a survey
of EY tax policy and controversy
45% 45% leaders in the jurisdictions
PIT (excluding (excluding S S concerned and represents only
Medicare levy | Medicare levy ame ame the personal views of those
of 2%) of 2%) respondents.
This information is current as of
VAT/sales 10% 10% Same Same 10 January 2024.
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EY key contacts

Au St rl a Tax policy: Tax controversy:

Markus Schragl, Melanie Raab Markus Schragl, Melanie Raab

Return to Contents

Key issues to watch in 2024

U Election in fall 2024

Key drivers of tax policy change Significant legislative activity that could include tax

0] Implementation of Pillar Two global minimum taxation by U No significant legislative activity is currently expected in
Minimum Taxation Reform Act 2024.

U\¥-z"0E£zo2CO {¥x«© ¥uo ~ zy«x~aol] Pot@nial legielgtiye activitigsin{ar ipflatonary o y
stimulus in an inflationary environment environment have to be considered.

0] Ongoing drive for greater transparency in tax disclosures
Developments in tax transparency requirements

Significant tax developments in 2023 U Beneficial ownership register: Companies will have to

O Mini Taxation Ref Act: imol - ¢ alobal disclose information on who owns and controls a company
inimum Taxation Reform Act: implementation of global as beneficial owner.

minimum taxation in Austria

(@)

The Ministry of Finance has released an updated guidance
document on the interpretation and application of the

rules of DACS6 in Austria, as required by the federal law on
the mandatory automatic exchange of information

U Start-Up Promotion Act: new employee participation
model, extension of possibility of granting additional
tax-free bonuses due to inflation

U Company Law Amendment Act: introduction of the concerning cross-border arrangements in the field of
Flexible Corporation (FlexCo) as new legal form for taxation.
COMPENIEE, MEIUBIEN € Al Memisl 2 U With the local DAC7 legislation, the mandatory automatic

for limited liability companies and minimum annual

i exchange of information on reporting platform operators
corporation tax

in the field of taxation was introduced. DAC7 expands the

U Non-Profit Reform Act: expansion of the list of beneficiary automatic exchange of information and reporting
organizations and extension to all nonprofit and charitable obligations to cover certain transactions through digital
organizations platforms. Additionally, it modifies existing regulations

with the aim of improving administrative cooperation in
L ; the exchange of information regarding, for instance, joint

Significant tax developments expected in 2024 audits, information requests and data breaches.

U No significant tax developments are currently expected in U EU law on cooperation between administrative authorities
2024. in the field of taxation, including the following:

(@)

Automatic information exchange

(@)

Spontaneous information

(@)

On request information

(@)

Exchange of rulings
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Austria
Expectations for tax policy

Significant tax reform is not expected in 2024.

Elections are occurring in 2024.
R&D incentives are expected to stay the same.

Other business incentives are expected to stay the
same.

Corporate taxes

U Corporate tax rate: The standard corporate tax rate was
reduced from 25% to 24% in 2023 and further reduced to
23% as of 2024.

U The minimum annual corporation tax for companies
decreases from EUR1,750 to EUR500 as of 2024.

Taxes on digital business activity

U The digital services tax is regulated in the Austrian Digital
Tax Act 2000 and in an ordinance issued by the Federal
Minister of Finance.

U Austria levies a DST on online advertising services as of
1 January 2020, e.g., advertisements placed on a digital
interface, in particular in the form of banner advertising,
search engine advertising and comparable advertising
services. The delivery of digital content, e.g., software or
streaming, is out of scope of the DST.

U Online advertising services are subject to the DST if and
insofar as they are provided by online advertisers in
Austria for remuneration.

U Austria has agreed that as part of Pillar One, Austria will
withdraw all unilateral measures on all companies and
refrain from imposing new unilateral measures.

U The Austrian DST will remain in place until Pillar One
comes into effect; however, a specific credit is provided
for the local (Austrian) DST incurred in the transition
period between 1 January 2022 and the date of Pillar One
coming into force.

Taxes related to climate change or sustainability

U Austria does not impose a carbon tax or any other climate
change-related tax that promotes carbon emissions
abatement.
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U Tax sustainability reporting is mandatory for public
interest entities with total assets in excess of EUR20
million or revenues in excess of EUR40 million and with
more than 500 employees. Taxpayers may choose to
voluntarily disclose tax sustainability reports.

Windfall taxes

U Austria intends to increase the windfall tax imposed on oil
and gas companies. The tax would apply if the pre -energy
crisis profit level is exceeded by 10% instead of the current
excess threshold of 20%.

U Austria currently levies a solidarity contribution on surplus
profits of oil and gas companies at a rate of 40% for the
profits made between 1 July 2022 and 31 December
2022 in the 2023 fiscal year. The contribution applies
to the profit exceeding 120% of average taxable profits
between 2018 and 2021.

U Companies that can prove investments in the transition to
renewable energy resources between 31 December 2021
and 1 January 2024 may deduct 50% of the respective
investment costs (with a maximum of 17.5%) from the
crisis contribution amount. This results in an effective
minimum rate of 33% of the solidarity contribution.

The solidarity contribution is not deductible for corporate
tax purposes.

Value added tax

0 Any changes to the VAT rates are unlikely to occur in
2024.

U VAT exemption applies for photovoltaic modules as of
1 January 2024

Personal taxes

U Further inflation relief for taxpayers (the act for 2024
entered into force on 23 December 2023): Starting from
1 January 2023, Austria abolished cold progression.
The respective law makes sure that regular inflation
adjustments for income tax brackets and social benefits.
This automatic adjustment is set at 2/3 of the annual
inflation rate, with the remaining 1/3 determined annually
by government resolution.

The Ministry of Finance has announced that the tax -
exempt amount for personal income tax for 2024 will be
increased from EUR11,693 to EUR12,500 to mitigate the
effects of inflation.



Austria

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

U Pillar Two: Minimum Taxation Reform Act €
implementation of global minimum taxation

(@)

Digital Platform Reporting Act (DAC7 declarations )

Top tax enforcement or tax controversy development
expectations for 2024

U No significant developments are currently expected for
2024.

Tax audits in Austria in 2024 are generally expected
to stay the same in number and intensity.

Top audit issues
1. Transfer pricing
2. VAT

3. Research and development premium

Changes in tax audit approaches or methods

U Changes in tax audit approaches or methods are not
currently expected for 2024.

Changes to dispute prevention or dispute resolution
tools or programs

U Changes to dispute prevention or dispute resolution tools

or programs are not currently expected for 2024.

Summary of tax rate and base changes

Top 2023

Top 2024 % rate

Overall base

Tax governance approach/processes developments
for business taxpayers

U

The approach by the tax governance is in general:

(@)

Accompanying inspections

(@)

Random audit selections

(@)

Post-filing assessments

(@)

Advance tax rulings and advance pricing agreements

Developments regarding horizontal monitoring and tax
control systems:

U Horizontal monitoring generally applies for larger
corporations and is subject to the requirement of good tax
conduct based on the previous tax behavior over the last

five years.

(@)

The participating companies must have a proper internal
corporate tax control system and be tax reliable shown by
timely tax filing and tax payment.

(@)

The aim of horizontal monitoring is to make sure that the
amounts for the respective tax type are correctly reported
and that the correct amount of tax due is paid on time based
on verifiable documentation, accompanying controls and
ongoing exchange with the tax authorities.

Digital tax administration developments

U

Submission of tax notifications and requests electronically
via FinanzOnline, e.g., reorganization natifications, ruling
requests

DACY7 declarations: automatic exchange of information on
reporting platform operators

E-invoicing for cross -border business-to-business
transactions

The 2024 Tax Policy and

rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 24% 23% -4% Lower Lower leaders in the jurisdictions
concerned and represents only
PIT 55% 550 ¢ Serne S the personal views of those
respondents.
4 This information is current as of
0, 0,
VAT 20% 20% C Same Same 20 February 2024.
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EY key contacts

Bah ral n Tax policy: Tax controversy:

Ali AIMahroos Ali AIMahroos
Return to Contents
Key issues to watch in 2024
U Corporate income tax beyond the oil and gas sector U Introduction of e -invoicing in Bahrain
U Pillar Two implementation
Key drivers of tax policy change Developments in tax transparency requirements
UWv} v~oCO x¥¥!z"va~¥o -~23a} a}z d X IV line with the-BERS-minimurm standarg kequize@ent, Bahrain
harmful tax practices has introduced CbC reporting requirements. Looking ahead, it is

N anticipated that Bahrain may implement TP documentation and

UWv} v~-aCO x¥E£~2E£za?® 2¥ 2}z ~£] ¢z £/ komplidnde régtiremehtZ as Wt ®ffthe introduction of
Inclusive Framework (BEPS IF) minimum standards corporate income tax.

U Ongoing drive within the GCC region to introduce and refine U Bahrain became a signatory to the Multilateral Competent
local tax regimes in line with global leading practices Authority Agreement on the exchange of CbC reports, which
U Multiple Parliamentary discussions with the Bahraini provides a mechanism for the automatic exchange of CbC
government (legislative and executive branches) around the reports among members on a nonreciprocal basis.
introduction of corporate income tax OVoe !'v'a ¥{ Wv}) v~-oCO x¥E££~afzuna a
Action 5 (countering harmful tax practices), Economic
Significant tax developments in 2023 ) Substance Requirements in Bahrain were introduced in 2019.
~ . U To enhance transparency, the Bahraini government has enacted
U The Na_tlona; iur%a_\u_tfolr;evenug (::IBR) asntnott_mcefd i the Ultimate Beneficial Ownership disclosure rules for all
gnggilgr%l?er 2%2319;:6 p(?sns]g:si;n etr:;fj‘e sirp'gg cr:r)rsnale of commercial registrations registered in the Kingdom of Bahrain
e ’ . PR . . with the Ministry of Industry and Commerce.
specified tobacco products without a valid and activated digital R y y
stamp in the local market will be strictly prohibited. U The Central Bank of Bahrain (CBB) and the Ministry of Industry

and Commerce regularly announce to their respective licensees
L : the Common Reporting Standard and the Foreign Account Tax
Significant tax developments expected in 2024 Compliance Act reporting window. The CRS and FATCA reports

shall be submitted through the International Tax Information

U The anticipated introduction of corporate income tax beyond the
oil and gas sector Exchange System (ITIES) portal.
U The anticipated introduction of e -invoicing in Bahrain

Significant legislative activity that could include tax

U Itis anticipated that the Bahraini government will present a
corporate tax law to the legislative branch during Q1 2024.

U There has been a significant uplift in projected tax revenue,
which could result in widening the tax base. This could mean
either the introduction of a new tax regime or the further
development of an existing tax base.
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Bahrain
Expectations for tax policy

Significant tax reform is expected in 2024.

Corporate taxes

~21 Wv} v~8CO
it is expected that Bahrain will introduce corporate income
tax or minimum tax in the near future.

Taxes on digital business activity

U The current VAT legislation covers the tax treatment of
activities that fall under digital business. No tax policy
shifts that are not already in place are expected.

Taxes related to climate change or sustainability

U The CBB has released an ESG requirements module. This
module provides guidelines on the reporting requirements
for ESG factors. While there is no tax, all listed companies,
banks, financing companies, insurance firms, and category
1 and 2 investment firms shall start the reporting of these
requirements from financial year 2024.

Windfall taxes

U Bahrain does not impose a windfall tax.

VAT/GST or sales taxes

U While the NBR has been issuing regular guidance around
the applicability of VAT, the precedence relating to
practice and interpretation of the legislation by the NBR
remains unclear in certain areas.

U Babhrain is part of the GCC VAT framework. Its VAT policies
are similar to policies adopted by neighboring GCC
member countries.

U The standard rate of VAT increased from 5% to 10%,
effective from 1 January 2022.
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Customs

U Bahrain is part of the GCC Customs Union. The GCC
Common Customs Law allows for the free movement of
goods manyfactured within.the GCC Mem er Stal
}wﬁhou?c'%s%)% dufids Yas of uﬁ/ zo‘é\éz a‘?wy exporﬁ from
Bahrain into Saudi Arabia must fulfill the proof -of-origin to
determine if the products were manufactured in Bahrain
to avail the custom duty exemption.

Personal taxes

U Thereis no personal income or wage tax in Bahrain.

Other

U For Bahraini nationals, there is a year -on-year increase
in social insurance rates. Employer contributions will
continue to increase by 1% annually until it reaches 20%
in 2028 while the employee contributions will remain
stable at 8%.

U For expatriates, the employee contribution is 1%
(unemployment insurance) and the employer contribution
is 3% (occupational hazards) with no increases currently
expected.

U Babhrain levies a 2% levy on the value of the property on
the transfer or registration of real estate. The levy is
reduced to 1.7% if it is paid within 60 days of the
transaction date.

] ¥2z2¢0© voy "zO©2v«'voaQ© 2}ly?
restaurants by the Ministry of Tourism are subject to a 5%
levy. Usually, this 5% levy, along with a 10% (optional)
service charge is passed on by the restaurants and hotels
to the customers.

(@)

v



Bahrain

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

U The NBR has been focusing on onsite audits and
inspections for VAT and excise tax.

U This resulted in reporting several violations that required
the imposition of administrative fines in accordance with
the VAT Law and Excise Tax Law, in addition to monitoring
several suspicions of VAT and excise tax evasion that
required the precautionary closing of several businesses.

U The NBR will also take legal action against violating
businesses and refer those who are proven to have
committed evasion crimes to the competent authorities
to initiate a criminal case against them.

Top tax enforcement or tax controversy development
expectations for 2024

U Corporate income tax beyond the oil and gas sector

U Pillar Two minimum tax

Tax audits in Bahrain in 2024 are generally expected
to increase in number and intensity.

Summary of tax rate and base changes

Top audit issues

1. Refunds: Seeking refund of VAT from the NBR usually
results in tax audit before approval of refunds.

2. Identified (hybrid services) sectors: The sectors that are
predominantly providing exempt and taxable supplies are
more likely to be selected for an audit by the NBR, e.g.,
financial services.

3. Large taxpayers: An increase in the level of operations of
a business could trigger an audit from the NBR.

Changes in tax audit approaches or methods

U The NBR is expected to continue with regular audits of
businesses with the intent to increase the level of
compliance from taxpayers in Bahrain.

Changes to dispute prevention or dispute resolution
tools or programs

U Bahrain introduced MAP guidance. MAP can be initiated
with respect to transfer pricing cases, anti -abuse provision
claims, multilateral disputes and multi -year resolution
cases.

Digital tax administration developments

U Anticipated introduction of e -invoicing in Bahrain in 2025

Top 2023 Top 2024 % rate Overall base The 2024 Tax Policy and

Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy

CIT 46%" 46%" c Same Same leaders in the jurisdictions
concerned and represents only

PIT N/A N/A ¢ N/A N/A the personal views of those
respondents.

VAT/sales 109 109 I Same Same This information is current as of
28 January 2024.

1 Currently applicable on the oil and gas sector only.

2 |n some cases, VAT rate at 0% and VAT exemption may apply.
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Belgium

Return to Contents

Key issues to watch in 2024

U

EY key contacts

Tax policy:
Bart Desmet

Tax controversy:
Bruno Cardoen

U BEPS Pillar Two implementation U New measures to address VAT gap, including e-invoicing
U Third action plan against tax fraud U Increased tax enforcement
Key drivers of tax policy change

Belgium presidency of the Council of the European U VAT:

Union Cfirst semester 2024 Ckey tax priorities: U Temporary reduced VAT rates

(e}

(e}

U

U

U
U

Curbing tax evasion, avoidance, aggressive
planning and harmful tax competition

Support of VIiDA, BEFIT, Unshell and SAFE initiatives

Explore usefulness of more unified tax rules

Ongoing development of a broader tax reform:

U

U

Modernizing and simplifying the tax system, making it more
efficient, fair and neutral

While focusing on limiting the budget deficit, protecting the
buying power of households, increasing employment and
reducing taxes on labor costs, supporting climate ambitions,
entrepreneurship and investments, and digitalization of the
tax administration

Fair taxation on international level, transparency and
implementation of robust anti -fraud measures

Harmonized increased tax compliance and e -audits

Significant tax developments in 2023

U Corporate taxation:

U

o Oo©

Limitation of the combined use of certain tax attributes (per
taxable period) to EUR1 million, increased by 70% of the
taxable profit exceeding the amount of EUR1 million

Tax shelter for video games

Limitation on R&D tax credit, if a company also claims the
80% payroll withholding tax exemption for R&D employees

U Personal taxation:

U

u

Reform of the copyright and software tax regime

Broadened scope of the special tax regime for inbound
taxpayers and researchers
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(@)

New rules on the VAT reverse charge mechanism on
immovable property

U Revision of the statute of limitations

Significant tax developments expected in 2024

U

o o o (@)

(@)

U

Pillar Two implementation in line with the EU directive,
including:

U Introduction of QDMTT and IIR and a transitional CbCR Safe

Harbor as well as a transitional UTPR Safe Harbor

U Amendments to certain existing provisions, a.o. to the R&D
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CFC rules will be further tightened (application of Option A

ATAD instead of Option B)
Reform of the investment deduction regime
Modifications to the Cayman tax regime

Reform of the withholding tax exemption regime

Deduction of VAT: changed VAT obligations for qualifying

mixed taxpayers and partial taxable persons and for
companies in real estate

Draft e -invoicing legislation and practical implementation

details

Increased excises on tobacco and e-liquids

Significant legislative activity that could include tax

U

Implementation of public CBCR obligations (except for

domestic Belgian companies subject only to the Belgian

tax regime)

Yy ¢
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Belgium
Expectations for tax policy

Developments in tax transparency requirements Taxes related to climate change or sustainability

U DAC7 reporting obligation: seller information to be reported to U Professional diesel is becoming more expensive

th thorities by 31 J 2024 o . : - L
© authoriies by anuary U Implementation CBAM regulation: functioning of mechanism in

0] Expansion of reporting obligations for payments to tax havens: transition period and impact on scope
hort-term debts to also be consider N e .

AS € ebts to also be considered U Singlej ©z e¢v©O©2 ~x0© Y~"zx2~=-2z0 Wz¢]| ~«:
U Expats: As a control measure, mandatory filing of an electronic directive by means of a Royal Decree (expected)

record, detailing salaries paid and the corresponding amounts of

employee costs )
. e o Windfall taxes
U Obligation to report the amount of annual rent paid in an annex ~

to the income tax return U Windfall tax for the oil and gas sector
Significant tax reform s not expected in 2024. VAT/GST or sales taxes

U VAT rates: 6% for home demolition and reconstruction for
individuals, one -year extension of the lower rate of 6% for heat

Elections are occurring in 2024. European, federal and regional
9 P g pumps, 6% for houses older than 10 years

elections are scheduled to be held in Belgium on 9 June 2024.

Provincial and municipal elections will be organized on 13 October U Rate increase to 21% for the installation of solar panels

2024. Results of elections are not expected to bring significant tax - o .

change in 2024. U Reduced VAT on electricity and natural gas for nonbusiness
U E-invoicing

R&D incentives are expected to stay the same.
Personal taxes

Other business incentives are expected to increase U Modified Cayman tax regime
(t(_ampore_lry |ncr(_eased Elgyele aIIowance, EHRMFIEN 1D TEMEEr B U Temporary tax credit in case of an increased bicycle allowance
withholding tax in case of natural disasters). R
U Simplification of the federal mobility budget
Corporate taxes U Exemption to transfer wage withholding tax in case of natural
~ disasters
U Pillar Two: global minimum taxation of 15% A . . : :
U Nondeductibility of regional taxes on gaming and betting and

0] Temporary increase of minimum taxable basis for tax year 2024 automatic entertainment devices
is reversed for 2025 (30% of the profits above EUR1 million will

be part of the minimum taxable base instead of 60%) U Modification of the tax -free minimum amounts for dependents
U Tightening of the CFC rules, applying Option A of the ATAD U Modified flexi-job scheme
instead of Option B
U Temporary increased bicycle allowance Other
U Nondeductibility of regional taxes on gaming and betting and U Introduction of a progressive compensatory inheritance tax on
automatic entertainment devices nonprofit organizations (instead of a flat rate)
U Sharpening of anti -abuse rules combatting international tax U Increased registration duties on long -term leases and rights to

evasion, deductibility of certain cross -border expenses can be build
challenged by the Belgian tax authorities

U Additional tax for Specialized Real Estate Investment funds
. . .. 0] Nondeductibility of the banking tax for financial institutions,
Taxes on digital business activity collective investment undertakings and insurance companies
U Only if no solution will be found internationally, a digital tax will U Increased excises on tobacco and e-liquids
be considered at the European level or, if necessary, at the
Belgian level.
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Belgium
Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments Changes in tax audit approaches or methods
in 2023 U Announced third action plan against tax and social fraud with an
U Second action plan focusing on measures against international and expansion of the general anti -abuse provision, providing tax
complex fraud, granting tax authorities more power, extending the authorities more power against abusers of favorable regimes or
investigation, assessment and retention periods and the period for tax breaks
filing an administrative appeal U Increased number of requests from VAT authorities to taxpayers to
U Further efforts to increase the number of participants in the agree on extension of statute of limitations
Co-operative Tax Compliance Programme (CTCP) for large
companies, e-audits and joint tax audits Changes to dispute prevention or dispute resolution

U Focus on tax and social fraud in an integrated way with full tools or programs

commitment to international cooperation and data exchange e . )
O End of the Uni Liberation Declarati ter (ULD - U Arbitration procedure can be applied in case of disputed cadastral
nd of the Unique Liberation Declaration quarter ( quarter) income for a foreign property

procedure that allowed Belgian resident taxpayers who have not " o . ; . .
declared certain income to regularize their tax situation U Administrative guidance regarding the use of MAP and the resolution

~ S by the Advisory Commission
U More efforts on digitalization and voluntary payment of taxes ) ) )

A Guidance expected by means of a comprehensive circular letter
Top tax enforcement or tax controversy development on existing dispute procedures available to taxpayers

expectations for 2024
Tax governance approach/processes developments

U Continuation of the 2023 policy and initiatives for business taxpayers

Tax audits in Belgium in 2024 are generally expected to U CTCP large companies, eaudits and joint tax audits
increase in number and/or intensity. U Focus on tax and social fraud in a more integrated way with full
. commitment to international cooperation and data exchange
Top audit issues
1. Tax audits on nonprofit organizations (subject to legal entity income Digital tax administration developments
tax and being exempt from corporate income tax) and special U Ongoing digitalization of the tax administration: enhanced electronic

corporate income tax regimes filing of tax returns, electronic reporting obligations (DAC6, DAC7,

2. Increased number of tax audits in the football sector, in particular fee forms, application forms for tax incentives) and digitalization of
tax audits on financial transactions between football clubs and customs and excise procedures

sports agents U Integration between the various digital tools and user friendliness
3. VAT_audits focusing on the presence of a fixed establishment in U New administrative approach to cope with digital evolutions,
Belgium technological and organizational challenges and complex tax
4. Tax audits on the reporting of foreign movable income, based on legislation by disconnecting from a specific technology, such as the
CRS documentation e-Box

0] Target deadline of 1 January 2025 is moved to 1 January 2028.

(@)

E-invoicing as of 1 January 2026 (subject to parliamentary approval)
and modernization of the VAT chain and collection of VAT debts,
including introducing digital systems and automation, postponed
until 1 January 2025

Summary of tax rate and base changes

Top 2022 Top 2023 % rate Overall base The 2024 Tax Policy and
Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 25% 25% c Same Same leaders in the jurisdictions

concerned and represents only
the personal views of those

PIT 50% 50% c Same Same
respondents.

This information is current as of

0 0 >
VAT/sales 21% 21% ¢ Same Selms 28 November 2022.
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Brazil

Return to Contents

Key issues to watch in 2024

U] Judgment of relevant tax matters in the Brazilian
Supreme Court

U Increase in disputes between tax authorities and
taxpayers

e

T gl
. i 4200
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EY key contacts

Tax policy: Tax controversy:
Rodrigo Munhoz, Gustavo Carmona, Rodrigo Munhoz, Ademir Bernardo,
Ademir Bernardo Daniel Guerrissi

U Changes in tax legislation

Key drivers of tax policy change

(@)

Brazilian tax reform: indirect taxes

(@)

Brazilian new legislation for CIT (tax incentive taxation)

(@)

Possibility to tax dividends

Significant tax developments in 2023

U Approval of Brazilian tax reform: The first phase of reform
focused on the change in constitutional rules about
indirect tax legislation. The main rule replaces the current
five VAT taxes with two main taxes € Goods and Services
Tax (IBS, for its Portuguese abbreviation) and
Contribution on Goods and Services (CBS, for its
Portuguese abbreviation) Cand one Selective Tax (IS, for
its Portuguese abbreviation) charged on products that
impact health and the environment and will have the same
rules that apply throughout the territory. Thereisa lack
of detail about the State Contribution and the Tax on
Industrial Products in the Manaus Free Trade Zone (IPI
ZFM, for their Portuguese abbreviations), which are to be
defined by the complementary law.

(@)

The new transfer pricing rules based on OECD principles
were optional for companies in 2023 but are mandatory
in 2024.

(@)

Several decisions were made by the Supreme Court
related to tax matters, including taxation of state tax
benefits for CIT purposes, changes in res judicata decision
against a Supreme Court position, federal VAT related to
financial companies. More relevant decisions are expected
in 2024 (e.g., Economic Intervention Contribution (CIDE)
constitutionality Crelevant matter for tech companies).
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Significant tax developments expected in 2024

U Development of a program to increase tax transparency
and litigation reduction: At the end of 2023, the
government established the Self -Regularization Program,
by Law #14.740/23. This allows the taxpayer to pay tax
debts with discounts of interests and penalty and the
possibility to use NOLs in some circumstances.

This program is open until 1 April 2024.

Significant legislative activity that could include tax

(@)

Taxation of state tax incentives may develop.

U Next steps for tax reform: In 2024, the Congress and
Senate will discuss the Complementary Law and the
details for the application of new legislation. Additionally,
the government has 90 days from 21 December 2023
to present a CIT reform proposal. In this new project,
Pillar Two impacts will likely be discussed, as well as tax
dividends and other items.

Developments in tax transparency requirements

U Tax Transparency Program (CONFIA, for its Portuguese
abbreviation): The program is a type of relationship
between companies and tax authorities, based on
cooperation, law security and transparency. The main
goal of the program is establishing a dialogue between tax
authorities and taxpayers, enhance the tax compliance in
companies and reduce the controversy related to tax
matters.
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Brazil
Expectations for tax policy

Significant tax reform is expected in 2024 but the
effects will occur after 2026.

Elections are occurring in 2024 at the local level.
R&D incentives are expected to decrease.

Other business incentives are expected to stay the
same.

Corporate taxes

U Discussion is beginning about changes in CIT, possibly
including tax on dividends, state tax benefits taxation and
changes in Interests on net equity.

U Itis possible that Pillar Two will be discussed to balance
the changes of the CIT and tax dividends regime and the
minimum taxation in the companies. The government has
90 days from 21 December 2023 to present the proposal
to Congress.

U Application of new transfer pricing rules will align with
OECD rules.

U In tax reform, the government states intention to reduce
tax incentives and focus on specifics and sector
incentives. A reduction of the benefit of incentives is
expected.

Taxes on digital business activity

U The CIDEis a specific tax on digital business activity, no
changes are currently expected.

Taxes related to climate change or sustainability

U Tax reform created the IS that will be charged on products
that impact health or the environment (e.g., alcoholic
drinks and tobacco).

Windfall taxes
U None

VAT/GST or sales taxes

U In the first phase of tax reform already approved, the main
rule indicates the replacement of the current five VAT
taxes by two main taxes CIBS and CBSC and one specific
tax (IS) charged by products that impact health and the
environment and will have the same rules that apply
throughout the territory.

Personal taxes

] Currently dividends are excluded from taxation and the
CIT reform could establish tax on them.

U The government established a new regime for taxation of
the offshore funds. Previously, these funds were taxed at
the end of the investment and the new regime involves
periodic taxation of this revenue.

Other

U Tax transactions and ESG approach: Brazil has been
developing legislation about tax transactions over the
last years. Recently, the government included ESG aspects
to be evaluated in tax transaction requests. This is an
important change in the legislation that represents the
ESG agenda in changes to tax law.




Brazil

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

U Corporate restructure

U Taxation on state benefits

Top tax enforcement or tax controversy development
expectations for 2024

U Taxation on state benefits

U New transfer pricing rules

Tax audits in Brazil in 2024 are generally expected to
increase in number and intensity.

Top audit issues
1. Corporate restructures
2. Transfer pricing new rules

3. Taxation on state tax benefits

Summary of tax rate and base changes

Changes in tax audit approaches or methods

U
U
U

Cross-check of the information between tax authorities
Data analytics analysis

Teams specialized by sector

Changes to dispute prevention or dispute resolution
tools or programs

U

CONFIA

Tax governance approach/processes developments
for business taxpayers

U

We expect tax authorities will continue enhancement of
tax corporate governance requirements.

Tax reviews will become more granular in data production
requirements.

Tax authorities will continue with the electronical cross -
checks and using specialized teams by sector

Digital tax administration developments
U
U
U

Cross-check of the information between tax authorities
Data analytics analysis

Teams specialized by sector

Top 2023 Top 2024 % rate Overall base The 2024 Tax Policy and
rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 34% 34% Cc Higher Higher leaders in the jurisdictions
concerned and represents only
PIT 27.5% 27.5% ¢ Serne S the personal views of those
respondents.
VAT/sales 28% 28% I Same Same This information is current as of
10 January 2024.
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Bulgaria

Return to Contents

Key issues to watch in 2024

U Implementation of SAF-T in Bulgaria

U Pillar Two implementation

EY key contacts

Tax policy: Tax controversy:
Milen Raikov Milen Raikov

U cBAM

U Windfall taxes

Key drivers of tax policy change

U Enhancing voluntary tax compliance and the collection
of public liabilities is a top government priority. Actions
in this regard might include changes in the reporting
obligations (such as the introductions of SAF -T) as well
as more focused tax audit procedures.

Significant tax developments in 2023

(@)

Implementation of Pillar Two

(@)

Introduction of windfall taxes in the energy sector

(@)

Changes in VAT legislation allowing VAT optimization for
future periods and VAT refund for past periods in cases
of scrapped goods

U Introduction of bad debt relief in the VAT legislation

Significant tax developments expected in 2024
U Introduction of SAF -T
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Significant legislative activity that could include tax

U

Introduction of different types of taxes and public
liabilities on the energy and gas market:

U A cap of the energy price imposed on energy
producers

UA solidarity contribution imposed on companies and
PEs operating in gas, coal, crude oil and refining
businesses

(@)

A contribution imposed on the electricity traders C
extended for 2024, no changes in the mechanism

Developments in tax transparency requirements

U

o o

Introduction of SAF -T effective as of 2025
CESOP implementation as of 1 January 2024
DACY implementation
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Bulgaria
Expectations for tax policy

Significant tax reform is expected in 2024, addressing
the introduction of SAF -T, Pillar Two and CBAM.

Elections most probably will occur in 2024.

R&D incentives are expected to stay the same.

Other business incentives are expected to stay the
same.

Corporate taxes

U

U

Pillar Two rules entered into force as of 1 January 2024.
Bulgaria has enacted a domestic top -up tax aiming to
achieve an effective tax rate of 15% for constituent
entities situated in Bulgaria that are part of multination
or local groups within the scope of these provisions.

Although the domestic top -up tax regime generally follows

alz dZXYCO \C¥WZ £¥yz¢ “«¢zO

global minimum taxation, Bulgaria has introduced certain
restrictions, such as a partial substance -based income
exclusion and others.

Other changes are not currently expected.

Taxes on digital business activity

U

No significant changes are currently expected.

Taxes related to climate change or sustainability

U

The rules of the CBAM regulation entered into force

on 1 October 2023, the Bulgarian administration has
nominated the Executive Environment Agency (EXEA),
which is part of the Bulgarian Ministry of Environment
and Water (MoEW), as a competent authority that will be
engaged with the compliance monitoring of the newly
introduced EU rules.

Currently the EXEA is developing the technical aspects
with regard to their obligation for provision of special
authorization (as part of the EU requirements) for the
purposes of the proper reporting in the CBAM Transitional
Registry managed by the EU Commission.

There are currently no specific acts adopted on local
levels.
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Windfall taxes

U The application of windfall taxes in the energy sector were
extended to 2024.

U First introduced as a temporal measure applicable for
2023, the taxes take the form of so -called special purpose
contributions, which are public liabilities. Generally, the
calculation mechanism of these contributions follows the
rules provided by Regulation 2022/1854.

VAT/GST or sales taxes

U The application of some reduced VAT rates is extended for
2024.

U Bad debt relief was introduced in the VAT legislation.
This includes specific rules governing reducing of the
taxable base in case of full or partial nonpayment of the
price of supply of goods or services as well as the
requirements allowing for such reducing.

Chan were also e in the VAT legislation allowing
?h}f\t wgfe fhe \2«1‘ cgé%?t ig’deducted Epan_fhze ai%(zl?sition
of certain goods and then these goods are scrapped (as
they are no longer usable) no correction of the utilized
VAT credit is required. This allows input VAT corrected
for past periods to be requested for refund or no VAT
correction in such cases to be performed in the future.

<O

Personal taxes

U No significant changes are currently expected.



Bulgaria
Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments

in 2023

U

(@)

o o

Increase in controversy related to VAT refunds with full
or partial nonpayment of the remuneration for supply of
goods or services

Bulgarian courts allowance of bad debt relief for past
periods (when no explicit local legislation was in place)

Transfer pricing tax audits

Transactions with foreign entities in the context of WHT,
mostly related to the interpretation of the beneficial
owner concept

Top tax enforcement or tax controversy development
expectations for 2024

U

U

Tax audits in Bulgaria in 2024 are generally expected

Transfer pricing tax audits

Correction of deducted VAT on scrapped goods

to stay the same in number and/or intensity.

Top audit issues

1.
2.
3.

Bad debt relief (VAT)
Transfer pricing

Intercompany charges and transactions with foreign
entities

Summary of tax rate and base changes

% rate

Top 2023

Top 2024

Overall base

Changes in tax audit approaches or methods

U More complex tax audits are expected, for example,
audits that focus on requalification of transactions for
tax purposes or challenges of the economical logic
behind certain actions of the taxpayers.

Changes to dispute prevention or dispute resolution
tools or programs

U No significant changes are currently expected.

Digital tax administration developments
U Introduction of SAF -T

The 2024 Tax Policy and

rate rate change changes Combined effect
CIT 10% 15% c Same Higher
PIT 10% 10% c Same Same
VAT/sales 20% 20% c Same Same
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Controversy Outlook is a survey
of EY tax policy and controversy
leaders in the jurisdictions
concerned and represents only
the personal views of those
respondents.

This information is current as of
10 January 2024.



Canada

Return to Contents

Key issues to watch in 2024

(@)

Pillar Two implementation (through the proposed Global
Minimum Tax Act)

(@)

Implementation of a series of five clean economy
investment tax credits (ITCs)

EY key contacts

Tax policy:
[

Zy

Tax controversy:

d C gYves Plgntea Paul Mulvihill

Increased tax disclosures (through enacted revised
mandatory disclosure rules)

Digital services tax coming -into -effect date (timing to be
determined by the Cabinet and still subject to
considerable uncertainty)

Key drivers of tax policy change

(@)

Cost of living, inflation and rising debt servicing costs

(@)

US November election and possible regime change

(@)

Status of the federal minority government

(@)

Implementation of the OECD/G20 BEPS 2.0 globally

Significant tax developments in 2023

(@)

Introduction of additional clean economy ITCs

(@)

X¥o©«¢2ava~¥o ¥o XvovyvCoO 2a-°

(@)

Modernization of the general anti -avoidance rule (GAAR)

(@)

Enactment of enhanced mandatory disclosure rules

(@)

Enactment of technical amendments to the foreign affiliate rules

(@)

Revised excessive interest and financing expenses limitation
(EIFEL) rules

(@)

Introduction of a 2% tax on repurchases of equity

(@)

New position paper on safe income calculations

Significant tax developments expected in 2024

U Scientific Research and Experimental Development (SR&ED)
review consultations

U Details on the clean electricity ITC

U Revised Global Minimum Tax Act proposals (e.g., to include
undertaxed profit rule component)

U Revised transfer pricing rules

U Second package of hybrid mismatch arrangement rules

Ue¥o0~wetz £vax}~m| ¥ “zx~!"¥xve

domestic content requirements for certain clean economy ITCs
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Significant legislative activity that could include tax

U

(e}

(e}

Expected adoption of proposed Bill C-59, which includes
XvovyvCO® Yhi A "z-~0©@zy Z~[ Za
mismatch arrangement rules, the tax on repurchases of equity,
the denial of the intercorporate dividend deduction for certain
dividends received by financial institutions, GAAR
modernization, and two out of five clean economy ITCs (i.e., the
carbon capture, utilization, and storage ITC; and the clean
technology ITC)

Expected adoption of draft legislative proposals from 4 August
2023, technical amendments regarding foreign affiliates

Expectéd adbption of‘dfaft I&yislative proposals from 20
December 2023, two additional clean economy ITCs (i.e., the
clean technology manufacturing ITC and the clean hydrogen ITC)
and an international shipping exemption

Expected adoption of pending draft legislative proposals from

9 August 2022 regarding tax -deferred advantage for investment
income earned by Canadian-controlled private corporations
(CCPCs) (and substantive CCPCs) through controlled foreign
affiliates

Developments in tax transparency requirements

U

a -

Enacted expansion of the mandatory disclosure rules regarding
reportable transactions, and requirement to disclose designated
notifiable transactions and reportable uncertain tax treatments

zvafzamad .- ~a}l ¥alz" x¥«ma  ~7z0OC
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Canada
Expectations for tax policy

Significant tax reform is not expected in 2024
(although it has been recommended).

A federal general election is not likely in 2024.
Although the governing Liberal Party has a minority of
seats and so could be defeated; the New Democratic
Party is supporting it under the terms of a Supply and
Confidence Agreement. Unless these terms are no
longer met, the next (mandated, fixed -date) general
election will not be until 20 October 2025.

At the provincial level, elections will occur in October
2024 in British Columbia, New Brunswick and
Saskatchewan.

Federal R&D incentives are expected to stay the same

until results from the consultations are known.

Other business incentives (other than clean economy

ITCs) are expected to stay the same, subject to any new

announcements in the federal or provincial budgets.

Corporate taxes

U See previous page.

Taxes on digital business activity

U As previously mentioned, Bill C-59 includes a domestic
DST (that is applicable in respect of revenue earned as
of 1 January 2022), but no effective date has been
announced (it is to be set by the governor -in-council,
but it cannot be earlier than 1 January 2024).
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Taxes related to climate change or sustainability

U

As already announced, the fuel charge rates have been
increased to $65/ton of carbon dioxide equivalent (CO ,e)
in 2023 and will reach $170/ton by 2030. However, a
regulatory temporary relief was announced in the fall of
2023 relight fuel oil for use exclusively in eligible heating
activities Cit remains to be seen if such relief will open the
door to further changes.

The enacted phase-out of the temporary 50% reduction in
corporate income tax rate for zero -emission technology

manufacturers is proposed in Bill C -59 to be extended by
three years (i.e., to 2034).

See previous page for the series of clean economy ITCs
put forward by the government.

Windfall taxes

U

No significant changes are currently expected.

VAT/GST or sales taxes

U

No significant changes are currently expected.

Personal taxes

U

Various amendments (e.g., increase in the flat rate from
15% to 20.5%) have been proposed in the 2023 federal
budget to the alternative minimum tax (AMT) regime.
Draft legislative proposals to that effect were released

on 4 August 2023. Revised amendments are expected to
be released in 2024.

Intergenerational business transfers have been
strengthened as announced in the 2023 federal budget
and included in Bill C-59.



Canada
Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments Changes in tax audit approaches or methods

in 2023 U Increased intensity of withholding tax enforcement

(@)

Introduction of mandatory disclosure rules in the Income

U Review of information received under new mandator
Tax Act, effective after 21 June 2023 y

disclosure rules expected to directly result in audit

U Department of Finance consultation on reform of transfer enquiries

pricing rules

Changes to dispute prevention or dispute resolution

Top tax enforcement or tax controversy development tools or programs
SRS o7 202 U Increased willingness of the Canadian Competent
U Continued focus on transfer pricing Authority to resolve cases without full relief of double
O d enf t of withholdi lati taxation, especially where arbitration is yet to be

ncreased enforcement of withholding regulations on implemented

services payments and nonresident employee ~
remuneration U Significant backlogs in Canada Revenue Agency (CRA)

0 i VIiizveoC " zO¥¢t«?~¥n ¥{ 3ay®|v z
U Continued focus on underground economy 1L 8 { :

countermeasures
Tax governance approach/processes developments

Tax audits in Canada in 2024 are generally expected 217 (TS EV RN

to increase in number and/or intensity. U Introduction of enhanced mandatory disclosure rules
effective 21 June 2023

Top audit issues

" Digital tax administration developments
1. Transfer pricing

U CRA continues its digital transformation initiative first

2. Interest deductibility G Eee] i 2R

3. Government incentives

Summary of tax rate and base changes

Top 2023 Top 2024 % rate Overall base The 2024 Tax Policy and
Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CITt 31% 31%' Cc Same Same leaders in the jurisdictions

concerned and represents only
the personal views of those

PIT? 54.8% 54.8%2 ¢ Same SENE

respondents.
VAT/sales? 15% 1506 ¢ Same Same This information is current as of
10 January 2024.
1 Combined federal/provincial corporate tax rates vary by province and territory. The highest rate in 2024 is in Prince Edward Island and the lowest rate (23%)
is in Alberta.

2 Combined federal/provincial personal income tax rates vary by province and territory. The highest rate in 2024 is in Newfound land and Labrador and the
lowest rate (44.5%) is in Nunavut Territory.

3 Combined rates vary by province and territory, ranging from a low of 5% in Alberta (where only the federal rate is applied) t o a high of 15% in each of the four
Maritime provinces (5% plus 10%) in 2024.
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Chile

Return to Contents

Key issues to watch in 2024

U New tax reform bill with focus on tax evasion and
avoidance, investment incentives and public expenditure
efficiency measures

U Pillar Two rules expected in tax reform bill

Tax policy:
Victor Fenner

EY key contacts

Tax controversy:
Janice Stein

(@)

Chile CUS double taxation agreement to enter into effect

Coop-compliance plan to be implemented by local tax
authority

Key drivers of tax policy change

U Chile has shown the lowest growth figures in the region
after the COVID-19 era, while the government requires
additional revenue to fulfill its program and quell social
discontent.

()

As a result of the above, key tax policy measures are to
be|] "zvae¢e {¥x«O©Ozy ¥no
tax evasion or avoidance and economic informality.

()

A series of corruption scandals in 2023 (in both the
private and public sector, including the Chilean tax
authority and the financial markets regulator) has
sparked discussion about compliance in general, as well
as audit and control capabilities in institutions and
companies alike.

Significant tax developments in 2023

0 Approval in both the US and Chilean Congresses of the
DTT between both countries.

U A new tax reform bill was announced (after the original
2022 bill was rejected by Congress in March), including
state expenditures and transparency reform, investment
vay hbZo©C ~uaxzwo2a~-2z0A g; VY
rate decrease (from 27% to 25%) and measures against
tax evasion and avoidance, among many others.

(@)

A new mining royalty law entered into effect.

(@)

The stock exchange capital gains exemption was
eliminated and replaced by a 10% specific tax.

(@)

The government announced that Chile would introduce
Pillar Two rules.

Page 33

Significant tax developments expected in 2024

U

~0-702 £znad

U

The new tax reform bill is expected to be presented to
Congress and likely split into two separate bills Cone bill
referring to measures against tax evasion and avoidance
and state reform and the other with income tax changes
and investment incentives, along with Pillar Two rules.
There is great uncertainty on whether both bills will be
pa\és%df %tbzég ~axznd~o7C0OCA

The Chile-US Treaty became effective as of 1 January
2024.

The Chilean tax authority is expected to include
cooperative compliance as part of its 2024 strategy.

New tax transparency measures are expected.

Significant legislative activity that could include tax

U

New tax reform bill(s)

Developments in tax transparency requirements

U

Increased reporting obligations for nonprofits

oy Y RO AP OG- g

(@)

Final beneficiaries registry

(@)

Bank secrecy exceptions

(@)

Cooperative compliance
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Chile

Expectations for tax policy

Significant tax reform is expected in 2024.

Elections are not occurring in 2024.

R&D incentives are expected to increase (if the tax
reform bill is passed).

Other business incentives are expected to increase.

Corporate taxes

U The tax reform bill would include multiple CIT changes,
including:

U The corporate tax rate would decrease from current
27% to 25% (albeit with the possibility of a 1%

additional surcharge, unless certain productivity

Taxes on digital business activity

U No changes are currently expected.

Taxes related to climate change or sustainability

U Even though the government did announce, in 2023, that
green and corrective taxes would be introduced, the latest
announcements on the new bill did not include them.

Windfall taxes

U No changes are currently expected.

VAT/GST or sales taxes

U A new anti-abuse rule is expected in real estate deals for
VAT purposes.

expenditures are made, which could be credited against

said 1%).

Certain tax exemptions could be eliminated, though
which have not been specified.

The tax authority is expected to be granted powers to
centralize audits on the entire corporate tree of large
taxpayers, irrespective of the location of each entity
within the country.

U Enhanced transfer pricing adjustments regulation is
expected.

UV ¢ive X" zy~2a [«ayC {¥~
introduced, whereby investment projects with
multiplier effect may apply to be granted up to USD20
million in tax credit.

Ucz- 23" vo@©~23¥~"~ ¢(~o@©2voay
are expected, whereby new investment projects may
yz|  zx~va&@z ~po©2voac¢ JE:
value.
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Personal taxes

U The new bill will likely include a tax raise for high -earning
individuals.

Other

U General anti-abuse rules are expected to be updated as to
allow for administrative application.

U Several anti-avoidance measures are expected in the
new bill.

X¥E|  ve~z20 x¥«Cy wz
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Chile

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments Changes in tax audit approaches or methods

e U] Segments such as corporate groups, high net worth

U In a major initiative against tax fraud, Chilean authorities individuals, and multinationals and audits through cross -
have arrested 55 people, in what is being called the checking of information received greater focus.
X ¥« cO vy | 208 Z92z FVO® 2 Y @hé Rew YaY r&KGnfr bill, the reduction of informality will

U The Chilean IRS published the report on tax be sought, affecting platforms for the sale of foreign
noncompliance, Estimation of the Compliance Gap in VAT goods to the simplified VAT rules implemented for digital

and Corporate Income TaxC VE¥ua| 2}z " z! ¥" 2 G@Vicgs~ay~o| © ~O
that the noncompliance gap from companies reached 6.5%
of GDP in the period from 2018 to 2020. In addition, VAT
tax noncompliance reached 18.4%, about 1.8% of GDP.

In corporate tax, tax noncompliance reached 51.4%,
making the average gap reach 4.7% of GDP. O i }Z e«wl~x e " ¥0zx«3¥ "  CO d{{~xz

U More cases of application of the GAAR, which came into collaboration agreement to strengthen the investigation
' and prosecution of tax crimes, organized crime,

force in 2015, are beginning to be known. X :
corruption and money laundering.

Changes to dispute prevention or dispute resolution
tools or programs

U In the new tax reform bill, a modification on the lifting
of banking secrecy is expected, establishing a unified
procedure for business groups.

Top tax enforcement or tax controversy development
expectations for 2024

U Cases are expected to increase as enforcement plans are

t llect more taxes.
0 COTIect more faxes Tax governance approach/processes developments

for business taxpayers
Tax audits in Chile in 2024 are generally expected to

. . . . 0 Companies are expected to update their crime prevention
increase in number and/or intensity.

model, adapting them to the incorporation of new
economic crimes, especially tax crimes.

Top audit issues U The new tax reform bill proposes to establish an electronic

1. Transfer pricing domicile as the general notification procedure, in line with

) ) the implementation of the digital transformation law
2. Intercompany and intragroup services

3. VAT Digital tax administration developments

U The Digital Government Division will be transferred to the
Ministry of Finance, promoting the development of an
integrated platform of digital public services.

Summary of tax rate and base changes

Top 2023 Top 2024 % rate Overall base The 2024 Tax Policy and

rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 27% 27% c Same Same leaders in the jurisdictions
concerned and represents only
the personal views of those
respondents.

PIT 40% 40% c Same Same

This information is current as of

0 0 >
VAT/sales 19% 19% ¢ Same S 10 January 2024.
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EY key contacts

China Mainland?

Tax controversy:

Shirley Shen William Zhang
Return to Contents
Key issues to watch in 2024
U Pillar Two implementation U Customs Duty Law

U VAT Law U Fully Digitalized E-invoice and Golden Tax Phase IV
System implementation

Key drivers of tax policy change

U 2023 China Government Work Report U Special Additional Deductions raise the deduction

standard on care expenses for children under three

years¥ ¢y vaoy x}~¢Cy zoCO zy«xva-~¥
RMB2,000 per month and raise the deduction standard

on expenses for supporting the elderly from RMB2,000

Under the work plan for legislation of the National to RMB3,000 per month respectively, effective from
ez¥,¢zCO X¥uo| " z0O0O ¥{ ez¥| ¢z<0O quanwaw®02x ¥{ X} ~oavA GEGH

U VAT Law and Customs Duty Law entered the legislative
process in 2023

U To refine preferential tax policies, continue with the current
measures (such as tax cuts, tax refunds and tax deferrals),
and optimize them where necessary

(@)

Significant tax developments expected in 2024

(@)

Belt and Road Initiative (BRI) cooperation and

) . U Toimprove the PIT s stem, by expanding the proportion
collaboration, the 10th anniversary P y y exp g brop

of the middle -income group, strengthening the taxation
U To further enhance the cooperation mechanism of taxation adjustment and supervision of high -income individuals

in BRI, actively participate in the formulation of international ~ . . L
AvE® " «CzOA x¥ma-nc¥«O¢  z® vey { d9imprauehg CIT system by sepporting sgientific and

treaty network, e.g., entered into new tax treaty with technological innovation as well as key industrial chains,
Senegal and Cameroon optimizing the tax rules to cope with Pillar Two
U China National Fiscal Work Conference, 2023 U Continue to expand the treaty network
U To actively and cautiously plan a new round of fiscal and
taxation system reform to improve the modern budget Significant legislative activity that could include tax
system, optimize the tax structure and perfect the fiscal . ) ; ;
transfer payment system U According to Legislative Plan of the 14th National

ez¥! ¢z CO Standing Candi@ee, several tax laws

U China National Tax Work Conference, 2023 are listed as tier one, i.e., being deliberated and passed in
U To accelerate the establishment for a new system of tax 2024 or later, which include the:
services and provide refined, intelligent and tailor -made N
services O VA e
Ui¥ a"voo~2~¥ WwVv{OzZYE 2W[® VYE¥ o ~02 " v Y ~C¢J§;ogns ngl =
EyvwwOzy 23v® Vy£~m~023  va~¥no§ U Consumption Tax Law
Significant tax developments in 2023 Developments in tax transparency requirements
U R&D super deduction in China became permanent for all U No new specific transparency requirements occurred in
eligible companies from 1 January 2023. 2023 or are expected in 2024.
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China Mainland
Expectations for tax policy

Significant tax reform is expected in 2024.

Elections are not occurring in 2024.

VAT/GST or sales taxes

U

New tax incentive: Advanced manufacturing enterprises,
machine-tool firms and integrated -circuit firms are eligible for
VAT super input tax credits at 5%, 15% and 15%, respectively,
during the period from 1 January 2023 to 31 December 2027.

R&D incentives are expected to stay the same.

Other business incentives may increase to attract more

foreign direct investments and promote cross -border
e-commerce.

Regional preferential tax policies:

(T an T an T e T e

Hainan Free Trade Port

Western Region

Nansha Area of Guangdong Free Trade Zone (FTZ)
Lin-gang Special Area of the China (Shanghai) FTZ

Guangdong-Macau Comprehensive Collaboration Zone in
Henggin (Henggin Zone)

Qianhai Shenzhen-Hong Kong Modern Service Industry
Cooperation Zone

Corporate taxes

U
U

U

Corporate tax rates remain the same.

There is a 120% super deduction for R&D expenses of integrated -

circuit, machine -tool firms.

Small and micro enterprises with annual taxable income not
exceeding RMB1 million will have their taxable income reduced
by 25% and be subject to CIT at 20% from 1 January 2023 to
31 December 2024.

Taxes on digital business activity

U

No specific DSTs are applied in China.

Taxes related to climate change or sustainability

U

(e

There are environment protection tax, resource tax, cultivated
land occupation tax and other tax policies for environment
protection in China.

C\«~yz¢t~0z0 {¥° e z{z"
Yz-2z¢¥! £zo2a € ~©0O«zy ~n
summarized prevailing preferential tax policies.

zn2 ~vy¢
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Windfall taxes

U

China does not currently impose windfall taxes.
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(@)

U

U

U

(@)

Many tax incentives have been extended to 2027:

Small-scale taxpayers whose monthly sales amount is less
than RMB100,000 yuan (inclusive) are exempted from VAT.

For the taxable sales revenue of small -scale taxpayers to
which a 3% levy rate applies, VAT will be levied at a reduced
levy rate of 1%.

For pre-payment VAT items to which the pre -levy rate of 3%
applies, a reduced pre-levy rate of 1% will apply.

Further clarification is expected on implementation details for

consumption tax for certain refined oil products, starting from
6 June 2023

Personal taxes

U Multiple PIT incentives have been extended:

U

(@)

(@)

Other

Certain qualified nontaxable benefits applicable to
Zz®| va&d " ~v2azCO {¥"z~| &
end of 2027.

The preferential tax treatment for an annual one -off bonus
will be extended until the end of 2027.

PIT favorable treatment for stock option income from listed
companies was extended until the end of 2027.

U customs duty

U

U

U

(@)

0]
(Y}
)
0]

U

® e ¥ ©.65%;stafing Trom 2B Aupust¥®028. \
©@a ~¢¢ | ¢~ X
U Vehicle Purchase Tax (VPT)

A provisional import tax rate lower than the most -favored
nation (MFN) tariff rate applies to 1,020 items from
1 January 2023.

The MFN tax rate was reduced on 62 types of information
technology products on 1 July 2023.

X} ~avCO ¥-z"ve¢ 2ay”
after this adjustment.

~{{ ¢z-2z¢

Stamp duty

Stamp duty rate for stock trading was reduced from 0.1% to
zzan

v | Vwez 2¥ C¢¥¥; « |

VPT exemptions for new energy vehicles (NEVs) purchased
between 1 January 2024 and 31 December 2025, and the
exemption amount for each new energy passenger car shall

not exceed RMB30,000.

The VPT levied on NEVs for purchased between 1 January
2026 to 31 December 2027 is halved, of which the tax
reduction amount for each new energy passenger car shall
not exceed RMB15,000.

ZE| ¢t¥ zz0
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China Mainland

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

Trial implementation of the Golden Tax Phase IV System

o o

Expansion of the pilot scope for electronic invoices to
nationwide

>

Draft amendments to the Tax Administration Law

Changes to dispute prevention or dispute resolution
tools or programs

U No changes are currently expected.

Tax governance approach/processes developments
for business taxpayers

submitted for deliberation to the Standing Committee of UX«” " zma ¢~ A X} ~avCO®© av® | ¥~z @y
alz cva-~¥ove ez¥! ¢zCO X¥wn| " z ©O fromsingle tax department audits to multi -departmental
joint audits. The State Council Information Office held a
Top tax enforcement or tax controversy development rZ%gzuzIar StatS.Cotjhnm_l polllcy m(taetgng C}n 16 I\_love;ntber
expectations for 2024 , regarding the implementation of a series of tax
i support policies.
U Continuous optlmlzat_lo_n i Fhe G_olden T_ax PITESE [ U The meeting stated that the mechanism for joint
System and electronic invoices will effectively enhance crackdown on tax evasi the tax. police
thed v® v«dl ¥  ~2-70C " z| «tva¥" GREPWLOR 16 EVasIon Ay P o
_ pro¢uratorate, and central bank, among the six
U Policies related to structural cutting of taxes and fees will departments, has been increasingly improved and has
be implemented. achieved significant results. The data sharing and joint
combat cooperation mechanism of the six departments
Tax audits in China in 2024 are generally expected to will be further strengthened.
increase in number and/or intensity. U Along with the implementation of the Golden Tax Phase IV
System, the sharing of big data allows multiple
Top audit issues depa_rtments to coopergte vyith each other. It is considered
~ a major development direction for tax governance in
1. ¢iv® [ ¢vao~o| C ~ao wvypaftyv~2} A "@hlny " y~=| “zc¢vazy
transactions
2. lIssuance (and acceptance) of false invoices Digital tax administration developments
3. lllegal enjoyment of preferable tax policies U The launch of the Golden Tax Phase IV System and the
trial implementation of electronic invoices are digital tax
. o _ on the construction of the Golden Tax Phase IV System,
U A new type of tax administration system has been the tax authorities will create more in -depth monitoring
zG*vwe~0}zy wvOzy ¥o ¢x7zy-~?% @toolsaft pbweNuPedrly warning systevnd, impotifg more
"vVoy¥£f£oz©O©O© voy ¥poz ¥ zooz0©OOC v©~j}\42 YWoO~% §&z2Vv3@Gna@© {¥° znoagz

U The tax risk identification function of the Golden Tax
Phase IV System is utilized to effectively enhance the
efficiency of tax audits.

Summary of tax rate and base changes

Top 2023

Top 2024
Tax type rate rate

% rate
change

management.

Overall base
changes

Combined effect

CIT 25% 25% ¢ SENE SENE
PIT 45% 45% Cc SEN Same
VAT/sales 13% 13% ¢ Same Same
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The 2024 Tax Policy and

Controversy Outlook is a survey
of EY tax policy and controversy

leaders in the jurisdictions

concerned and represents only
the personal views of those

respondents.

This information is current as of
10 January 2024.
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EY key contacts

Colombia Tax poly e contoversy

Catalina Sandoval Tristancho, . .
: Margarita Salas, Ana Maria Barbosa
Return to Contents Margarita Salas

Key issues to watch in 2024

U Tax reform with eventual, gradual reduction of the CIT U Smart Custom Duties Policy to foster domestic industry
rate U Regulatory developments on land issues
UX¥C¥Ew~v CO ¢zvy@ZdomiSipn-ELonomica XZeV@ é:] zvea}~ ay@z©C ~£! ¢zEf£zmava~¥an

para América Latina y el Caribe, in Spanish) for

i ) : MEESIES
environmental taxes and the Fiscal Cooperation Platform

for Latin America Ucz- £v ¥ © voy | ¥-z o¥  ©C | ¥~z
U Entry into force of the minimum income tax rate of 15% itrgxplrtzr;?etation of their proposals regarding the territorial
Key drivers of tax policy change
U Tax pressure due to constitutional court decision on the U Court rulings regarding unconstitutionality of tax reform
deductibility of royalties U Audits approach based on information coming from

U The government needs to recompose the national tax Invoices and information provided by third parties
revenue lost for said decision .

R U intensification of taxation of extractive industries at both
U Need to improve territorial finances national and local levels
U Evident need in Latin America to make the region more
competitive from a tax perspective Significant tax developments expected in 2024
U Implementation of new tax codes by capital municipalities U National tax reform with an increase in the taxation of
in which property and turnover tax rates may be individuals
increased ~ . . .
~ _ U Tax regulation on environmental issues
U\¥-2z2 " 8£z02C0O {¥Xx«© ¥o ~“zy«x~8\| 2}z w«yl|z2® yz{~x~2 vaoy

subsidies in an inflationary environment L L . .
R Significant legislative activity that could include tax
U A key focus of government has been to make sure . .

f£«t@~ova~¥ove¢oO !v_ a}z-~" ¢é{v~-" bNational tgxreform angounceq v - z

transparent about their tax paid. U Territorial tax reform under discussion

- . U Adoption of the arbitration for tax purposes
Significant tax developments in 2023 P purp
U Implementanon of tax reform approved in 2022 by the Developments in tax transparency requirements
national government i
U Entry into force of new taxes (single use plastic tax, U Inereazeel iepandig @ dleiens
healthy taxes, significant economic presence, minimum

tax rate, among others
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Colombia
Expectations for tax policy

Significant tax reform is expected in 2024.
Elections are not occurring in 2024.

R&D incentives are expected to stay the same.

Other business incentives are expected to stay the
same in 2024; changes to be applied from 2025 could
be expected (if tax reform is approved).

Corporate taxes

(@)

The standard CIT rate is to remain at 35%.

(@)

The minimum rate of taxation of 15% for income tax
purposes will enter into effect.

(@)

The general tax rate of 35% for free trade zones regarding
income different to exports will enter into force. According
to the Constitutional Court ruling, this rule is limited to

new free trade zones and those with expiring qualification.
Changes to be applied since 2025 could be expected (if tax
reform is approved).
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Taxes on digital business activity

U] Entry into force of the Significant Economic Presence
(SEP), under which nonresidents who sell goods or provide
certain services to customers or users located in
Colombia, may trigger a SEP and, therefore, be obliged to
pay taxes in Colombia either via: (i) a 10% withholding tax
or (ii) by filing an income tax return and apply a 3% rate on
the gross income obtained in the country.

Taxes related to climate change or sustainability

U New tax regulation on environmental issues is expected.

Windfall taxes

U The standard windfall tax rate remains at 15%

VAT/GST or sales taxes
U VAT/GST are expected to stay the same.

Personal taxes

U Modification of the income tax for Individuals may be
expected.
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Colombia

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2023

U Electronic invoice audits; penalties on omissions broadly

publicized

Lawsuits seeking unconstitutionality of many tax reform
sections

More audits based in information coming from invoices
and information provided by third parties

Top tax enforcement or tax controversy development
expectations for 2024

U
and expenditures plans requiring the collection of more
taxes.

There is discussion of and possible approval of arbitration
for tax discussions.

Tax audits in Colombia in 2024 are generally expected
to increase in number and intensity.

Top audit issues

Transfer pricing

2. New healthy and environmental taxes
3. Electronic invoice
4. Payments abroad

Summary of tax rate and base changes

Tax audits are expected to increase due to fiscal pressure

Changes in tax audit approaches or methods

U The Colombian tax authority has increased the number of
auditors, and thus, a broader audit process is expected.
] Complex tax audits are expected mainly focused on large
taxpayers.

Changes to dispute prevention or dispute resolution
tools or programs

()

Staff increase in the tax authority and increase of audit
programs may be expected.

()

Tax authorities are studying new APAs.
U
U

There is more interest from tax authorities in MAPS.

Approval of tax arbitration is possible.

Tax governance approach/processes developments
for business taxpayers

U] Improvements in e -invoice

Digital tax administration developments

U

Tax for Significant Economic Presence entry into force on
1 January 2024

Use of third -party data and data provided by e -invoices to
support audits

More challenges of refunds

Top 2023 Top 2024 % rate Overall base The 2024 Tax Policy and

Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy

CIT 35% 35% Cc Same Same leaders in the jurisdictions
concerned and represents only

PIT 39% 30% ¢ G Saa the personal views of those
respondents.

N e 19% 19% ¢ S S This information is current as of
10 January 2024.
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Costa Rica

Return to Contents

Key issues to watch in 2024
0 Implementation of Pillar Two

0] Significant income tax law reform

EY key contacts

Tax policy:
Rafael Sayagués, Luis E. Ocando,
Daniel Quesada

Tax controversy:
Rafael Sayagués, Randall Oquendo

U] Improvement in tax collection and greater control on
taxpayers

Key drivers of tax policy change

U The implementation of Pillar Two, its impact on the Free

Trade Zone Regime, and the redesign of tax and nontax
a } Z

~oxzond~-270 a8¥ fv-~n?vy-~anq
attraction of foreign direct investment

(@)

Pressure from international organizations, such as the
OECD, Global Forum, IMF or EU, to adopt international
tax standards or changes to domestic legislation to fulfill
commitments made

(@)

Discussions in Congress about a comprehensive reform
to the income tax law

(@)

Transformation toward a more cooperative approach in
alz av® v«?}l ¥" ~2  CO °

Significant tax developments in 2023

(@)

In February 2023, Costa Rica was added to Annex |

=] "¥}~w~2zy ¢~02> ¥{ a}z
jurisdictions in tax matters after failing its commitment
to abolish or amend the harmful aspects of the foreign -
source income exemption regime.

(@)

In October 2023, Costa Rica made the amendments
necessary to be removed from the list. The law clarifies
the scope of the territoriality principle under the income
tax law and introduces a new foreign -source passive
income regime.

(@)

On 17 October 2023, Costa Rica was delisted from the

ZjCoO Voaz® " w«? ~axt«yzy
implementation of the Global Forum recommendations

regarding the automatic exchange of information in

due time.
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Significant tax developments expected in 2024

U Tax developments will depend on whether or not a
significant tax reform to the income tax law is approved,
X ¥ « which incitides tragsgigningpfrom a-sehedular@@me taxy
system to a global income tax system.

UMrNax"zvOzy vx?&~-~2 ~© z®| zx?3zy
position on Pillar Two and its local implementation.

Significant legislative activity that could include tax
U Pillar Two implementation

] Significant income tax reform

-~a}1 ¢v' |z dv®|Vv z" ©
Developments in tax transparency requirements

] Expected implementation of the Global Forum
recommendations regarding the automatic exchange

a¥oxX¥¥ z"va~az
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Costa Rica
Expectations for tax policy

Significant tax reform may occur in 2024. A bill was Taxes on digital business activity

alrfaady stigiltiec ,anth(.e Congressf by the_Exeacutivea a U Thereisa VAT withholding tax applicable on mtancnlable
W vax}C CoO ¢~-jz¢ }v } 2 fo84€afidcross-bordier d\%{ltal\‘s vites whenthéylare ©2 2 Y

a new bill or incorporate modifications to the already purchased through credit or debit cards issued by Costa
filed bill before the Congress. Rican financial entities.
Elections: Presidential elections are not occurring in Taxes related to climate change or sustainability

2024. Local government elections are occurring in
2024, but they do not have a significant impact on
tax matters.

U There are no taxes nor initiatives strictly related to climate
change or sustainability. However. Costa Rica has always
been a country committed to both issues, so it is likely that
initiatives in that direction may be proposed in the future.

R&D incentives are expected to stay the same.
Windfall taxes

Other business incentives are expected to stay the U Costa Rica does not currently impose any windfall taxes.
same.

VAT/GST or sales taxes

Corporate taxes - o .
P U No significant changes are expected. However, there is

U As the peak of revenue collection following the strong political pressure for periodic reviews of tax
implementation of the 2019 tax reform is reached, the exemptions, including VAT exemptions, to determine their
government is now looking for opportunities to thoroughly validity or the need for modification or elimination.

discuss comprehensive reforms to the tax system and

continue improving tax collection.
Personal taxes

U Changes are anticipated if a significant tax reform is

approved that would modify the income tax law entirely, U Changes are anticipated i_f a sigr_1ificant tax reform i_s
transitioning from a schedular income tax system to a approved that would modify the income tax law entirely,
global income tax system. transitioning from a schedular income tax system to a

global income tax system.
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