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Argentine tax
reform bill sent to
Congress

On 17 December 2019, the Argentine Executive Power sent a tax reform bill,
the “Social Solidarity and Production Recovery in the context of the Public
Emergency Law," to the House of Representatives. The bill would modify the
income tax, personal assets tax, and tax on debits and credits in local bank
accounts rules. It also would establish a new tax on certain purchases of foreign
currency and a new tax debt settlement plan for certain taxpayers, and it
authorizes the Executive Power to increase export duties.

Once approved by the House of Representatives, the Senate must approve

the bill. Once approved by the Senate, the bill must be signed by the Executive
Power and published in the Official Gazette for it to be enacted. The bill is
expected to be enacted before year end and would be effective 1 January 2020.

Corporate income tax rate and dividend withholding tax

The bill would maintain the corporate income tax rate of 30% for one more
year for tax years starting 1 January 2020, instead of reducing the rate to
25% as established under current law. The bill would also maintain the dividend
withholding tax rate of 7% for one more year for profits accrued during tax
years starting 1 January 2020, instead of applying the 13% rate established
under current law.
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Inflation adjustment for income tax purposes

Currently, the negative or positive inflation adjustment
applicable to Argentine entities is allocated as 1/3 to the
first tax year and 2/3 to the following two tax years. For tax
years 2019 and 2020, the inflation adjustment factor is
allocated equally over six years. For tax years beginning on
or after 1 January 2021, taxpayers may deduct 100% of the
negative or positive inflation adjustment in the year in which
the adjustment is calculated.

Taxation on interest from certain Argentine
investments

The bill would restore the income tax exemption Argentine
individuals may claim for interest arising from term deposits
in Argentine banks, investments in negotiable obligations
(in Spanish, Obligaciones Negociables), certain common
investments funds, debt titles of financial trusts and similar
contracts, bonds, and certain other investments.

Personal assets tax

For companies, the bill would increase the tax on the net
equity value of stock owned by Argentine individuals and
foreign individuals or entities from 0.25% to 0.50%.

For Argentine individuals, the bill would maintain the
minimum not subject to tax in ARS2m (approx. US$31,800)
and would increase the progressive tax rates as follows:

(1) 0.50% (instead of the current 0.25%) for the amount

of assets exceeding the minimum not subject to tax up to
ARS3m (approx. US$47,600); (2) 0.75% (instead of the
current 0.50%) for the amount of assets exceeding ARS3m
to ARS6.5m (approx. US$103,200); (3) 1% (instead of the
current 0.50%) for the amount of assets exceeding ARS6.5m
to ARS18m (approx. US$285,700); and (4) 1.25% (instead
of the current 0.75%) for the amount of assets exceeding
ARS18m.

The bill also would authorize the Executive Power to increase
the rate applicable to assets held outside Argentina by
Argentine individuals up to a maximum of 2.5%, and to
reduce that rate if those individuals repatriate financial
assets held abroad.

For foreign individuals with assets in Argentina, the bill would
increase the tax rate from 0.25% to 0.5% for assets held in
Argentina. The foreign individuals would have to designate a
local substitute taxpayer to pay the tax.

Tax on debits and credits in local bank accounts
for cash withdrawals

For Argentine entities not considered as micro and small
enterprises, the bill would subject cash withdrawals from
local bank accounts to a tax of 1.2% on those debits.

New tax for an inclusive and supportive
Argentina

The bill would establish a new tax that would apply for five
years to the following transactions:

» Purchases of foreign currency (i.e., "“constitution of foreign
assets") without a specific purpose by Argentine residents

» Purchases of goods or services from abroad or purchases
by Argentine residents abroad through credit, debit or
purchase cards, including cash withdrawals made outside
Argentina

» Purchases made online through portals or virtual websites
in foreign currency

» Purchases of services rendered abroad through Argentine
travel agencies

» Purchases of ground, air and water passenger services with
destinations outside Argentina

Both Argentine individuals and entities would be subject

to the tax. The tax rate would be 30% and would apply to

the amount of the taxable purchases. Argentine financial
institutions, credit card issuers, travel agencies and transport
companies would act as collection agents of the tax, which
would be withheld at the time of payment for the purchases.

New tax debt settlement plan for micro and small
enterprises

The bill would establish a new regime for settling outstanding
tax debts as of 30 November 2019, for micro and small
enterprises, including federal taxes, social security taxes
(certain exceptions apply), and import and export duties. The
bill also would allow tax liabilities subject to administrative

or judicial claims to benefit from this regime. The deadline

to apply for the settlement plan would be 30 April 2020.

The plan would provide the following benefits:

» Exemption from fines and penalties not yet determined as
of the date of entering into the regime

» Total or partial exemption from compensatory and punitive
interest
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» Reduction of up to 15% of the consolidated tax debt, Export duties
depending on the payment conditions chosen (e.g., cash,

) The bill would allow the Executive Power to increase export
installment plan)

duties up to 33% for exports of soybeans, 15% for exports

> Possible payment plan of up to 120 monthly instaliments, of other products that were not subject to export duties as
with a monthly interest rate of 3% for the first 12 months of 2 September 2018, and 5% for industrial products and
services.

For additional information with respect to this Alert, please contact the following:

Pistrelli, Henry Martin & Asociados S.R.L., Buenos Aires

Carlos Casanovas carlos.casanovas@ar.ey.com
Gustavo Scravaglieri gustavo.scravaglieri®ar.ey.com
Ariel Becher ariel.becher@ar.ey.com
Patricia Buccino patricia.buccino®@ar.ey.com
Sabrina Maiorano sabrina.maiorano@ar.ey.com
Agustina Paradiso aqustina.p.paradiso@ar.ey.com

Ernst & Young LLP (United States), Latin American Business Center, New York

Ana Mingramm ana.mingramm@ey.com
Pablo Wejcman pablo.wejcman®@ey.com
Enrigue Perez Grovas enrigue.perezgrovas@ey.com
Juan Ignacio Pernin juan.ignacio.pernin@ey.com

Ernst & Young LLP (United Kingdom), Latin American Business Center, London
Pablo Baroffio pablo.baroffio@uk.ey.com
Jose Padilla jpadilla@uk.ey.com

Ernst & Young Tax Co., Latin American Business Center, Japan & Asia Pacific
Raul Moreno, Tokyo raul.moreno@jp.ey.com
Luis Coronado, Singapore luis.coronado@sg.ey.com

3



EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction
and advisory services. The insights and quality
services we deliver help build trust and confidence
in the capital markets and in economies the world
over. We develop outstanding leaders who team to
deliver on our promises to all of our stakeholders.

In so doing, we play a critical role in building a better
working world for our people, for our clients and for
our communities.

EY refers to the global organization, and may refer to
one or more, of the member firms of Ernst & Young
Global Limited, each of which is a separate legal entity.
Ernst &Young Global Limited, a UK company limited
by guarantee, does not provide services to clients.

For more information about our organization, please
visit ey.com.

EY Americas Tax

© 2019 EYGM Limited.
All Rights Reserved.

EYG no. 005894-19Gbl

1508-1600216 NY
ED None

This material has been prepared for general informational
purposes only and is not intended to be relied upon as
accounting, tax, or other professional advice. Please refer
to your advisors for specific advice.

ey.com



