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The 2025 EY Tax Policy and Controversy Outlook jurisdiction reports
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e"pace of change in the world right now
Is dizzying and tax policy is nho exception.
As a top tool to implement broader policy
goalsand with many measures already
slated for change, tax policy is anything
but predictable right now.

Aruna Kalyanam, EY Global and Americas Tax Policy Leader

National and international political coalitions are forming and
reshaping after the many elections in 2024 and early 2025.
New and established leaders alike are building relationships
and learning to interact as they transition from electioneering
to governing. Many governments are focusing on generating
more revenue, both from economic growth and new sources,
as they prioritize local interests and seek to control deficits.
To collect that revenue, tax administrations are intensifying
enforcement, increasing transparency and using new tools.
The EY article, How increased global competition is reshaping
tax priorities, 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:
A Major issues to watch in 2025

A Expectations for key tax policy, controversy and
enforcement developments in 2025

A Key tax policy, enforcement and controversy
developments that occurred in 2024

A Pending legislative matters

A Significant audit focus areas and audit process
developments

The 2025 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 2025,
with exceptions noted.
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EY key contacts

Argentina

Return to Contents

Tax policy: Tax controversy:
Ariel Becher Jorge Lapenta

Key issues to watch in 2025

A Relief of foreign exchange restrictions A Economy deregulation

A Consolidation of fiscal balance in public accounts A Tax reform and simplification

Key drivers of tax policy change Significant tax developments expected in 2025

A The government prioritizes the maintenance of fiscal balance. A The government has been announcing its intention for a

p L . . comprehensive tax reform, which would entail a simplification
A In such context, no significant tax reductions are expected in

: . d reduction of tax.
2025. Reductions may take place in 2026. andre

A However, with focus on the fiscal balance and the return to a
path of growth in the economy, significant reductions may be
delayed until late 2025 or 2026.

p>N

The government has promised to reduce complexity and reduce
the amount of taxes by concentrating tax collection in the main
taxes.

AT f take ol d i ih Its of th A The government might also wait until 2025 mid -term elections
ax reforms may take place, depending on the resufts ot the to gain more representatives in Congress to impose the reforms.
2025 mid -term elections.

A The President has expressly stated that they intend to reduce
L . complexity by reducing the amount of taxes by 90% (not
Significant tax developments in 2024 meaning tax reductions in such a percentage but elimination of
A specific taxes and concentration of collection in a few important

A This was the first full year of the new government. A reform was taxes)

introduced that increased individual income tax and provided a
relief and stability regime in tax on personal assets, among
others. The law also contained a tax moratorium regime and a
voluntary declaration of assets.

A Al . i S| . . RIGI ied A Abill to allow the adjustment for inflation of tax losses is
arge investments incentive regime ( ) was enacted (open expected to be sent to Congress. This regime may provide

for wwo years, but may be extended to three), including with certainty in this controversial matter for the future, but

significant tax grants and reductions for new investments di : . . .
- - . . scussion and audit activity may still be open for the past.
exceeding USD200 million. It also includes a 30 -year tax stability y may P P

regime. A A more comprehensive reform is expected, but probably will not
be proposed until late 2025 or 2026.

Mayjor legislative activity that could include tax

A To reduce cost of transactions, the government eliminated VAT
and income tax withholdings previously applicable to payments A Provincial taxes are also a factor. The national government does
to merchants by credit card and electronic payment processors. not have the authority to interfere with provincial taxes, but it

could encourage a reduction and simplification of taxes at the

A The tax on the purchase of foreign currency for certain provincial level as well.

transactions (PAIS tax) expired on 23 December 2024.

A Tax treaties with China and Luxembourg entered into force.

Treaties with Austria and a protocol with France have been sent Developments in tax transparency requirements
to Congress. Multilateral instrument was sent to Congress. A In 2024, a law was approved containing certain measures aimed
A In October 2024, the previous tax authority (AFIP) was at disclosing tax responsibility to the public. Among others, it
dissolved and a new agency was created (ARCA). requires sellers to disclose the amount of tax in invoices and
"z28«~"20© {"zz ©z -~xz© ¥ ~oxt«yz
{~ovexzy w 23}z a3y®z©O v~y w 2v®
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Argentina
Expectations for tax policy

Major multilateral or bilateral cooperation activities

A First exchange of information with US took place in 2024 under
the FATCA agreement in force.

Significant tax reform  is not expected until the end of 2025
or 2026. In the meantime, measures aimed at simplification of
transactions and tax collection may be introduced.

Elections. Presidential elections took place in 2023, and the new
government took office on 10 December 2023. Mid -term elections
where 50% of the House of Representatives and 1/3 of the Senate
are elected will be held in October 2025.

R&D incentives. Due to need the to achieve public balance,
regimes establishing sectorial incentives may be limited during
2025. However, the RIGI regime will be promoted to attract large
investments into the country.

Other business incentives. Main benefits will certainly come
through the RIGI regime.

Corporate taxes
A Bill to adjust tax losses for inflation is expected.

A No other significant changes are known to occur during 2025.

Taxes on digital business activity

A Z¢~£~ova~¥o ¥{ ¢eVAhC 2ave®
from abroad.

"zy«xz©

A Elimination of local VAT and income tax withholdings to
businesses by payment processors will enhance the use of new
digital payment means.

Taxes related to climate change or sustainability

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

Windfall taxes

A No windfall taxes applied during 2024 and are not expected to be
applied during 2025.

VAT/GST or sales taxes

A No major changes took place during 2024 and are not expected
to occur during 2025.

Personal taxes

A The Tax on Personal Assets was subject to a stability regime
that was applied for by most taxpayers with conditions. From a
personal income tax perspective, tax increases were already
introduced in 2024 (by repealing the reductions granted in
2023) and no other changes are expected for 2025.




Argentina

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A Adjustment for inflation, adjustment of tax losses

A Provincial tax controversy on turnover tax, in a context of
provinces that need to increase their own tax collection

Top tax enforcement or tax controversy development

expectations for 2025
A Increase in tax audits

A Focus on international transactions

Top audit issues:
1. Adjustment for inflation of tax losses
2. Transfer pricing matters

3. Intercompany charges

Summary of tax rate and base changes

Top 2024

Top 2025 % rate

Overall base

Changes in tax audit approaches or methods
A The former tax authority (AFIP) was dissolved, and a new
authority was created (ARCA) with a different organizational
structure. Their authorities are still designing and forming the
final structure, and therefore, new approaches may be known
in the near future.

Changes to dispute prevention or dispute resolution
tools or programs

A There is no information about any changes.

Tax governance approach/processes developments
for business taxpayers

A This is uncertain, considering the recent change of tax
Va2l ¥" -2 -70C ©2 " «x2«”zC

Digital tax administration developments

A There is no information about any changes.

The 2025 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% Same Same Same leaders in the jurisdictions
concerned and represents only

PIT 35% 35% Same Same Same the personal views of those
respondents.

VAT/sales 21% 21% Same Same Same This information is current as of
10 January 2025.




Australia

Return to Contents

Key issues to watch in 2025

EY key contacts

Tax policy:
Tony Merlo, Alf Capito

Tax controversy:
Fiona Moore

is to apply

A The Pillar Two 15% Global and Domestic Minimum Taxlaw, A A penalty for significant global entities that mischaracterize or
including legislative rules, effective from 1 January 2024, is undervalue interest or dividend or royalty payments
now enacted_ from 1 July 2026.
A Public CbCR is effective for financial reporting periods A The 2025 Federal Election is expected in May
commencing on or after 1 July 2024. A The Australian Taxation Office (ATO) is developing new systems
A Expansion of the foreign resident capital gains tax is effective and guidance.
for income years commencing on or after 1 July 2025.
A Expansion of general anti-avoidance rules, effective from
income years commencing on/after royal assent.
Key drivers of tax policy change A Foreign resident capital gains withholding tax increase rate to
) . 15% and removal of all thresholds from 1 January 2025
Ailz | ¥-z2" 0£z82CO {¥Xx«© ¥o f£vov|~zo| 2}z w« z2 yz{~x~2C
) A" Future Made in Australia legislative framework for proposed new
A Increased ATO funding for key tax compliance programs government incentives enacted
(Personal Income Taxation Compliance Program, Shadow
Economy Program, GST Compliance Program, Phoenix
Taskforce and the Tax Avoidance Taskforce) signals increased Significant tax developments expected in 2025
ATO audit activity and potentially increased tax revenue. p ) ) ) )
) A Expansion of general anti -avoidance rules to WHT reduction and
A A key focus of the government has been the ongoing drive for other schemes that reduce Australian tax where the dominant
greater transparency in tax disclosures to enhance the tax purpose is to reduce foreign tax law development; t his is
transparency and disclosures of multinational enterprises. applicable from income years commencing on or after date of
royal assent of the legislation
Significant tax developments in 2024 A An expansion of the foreign resident capital gains tax from
. income years commencing on or after 1 July 2025 to clarify
A Pillar Two law development and enactment and broaden the types of assets that foreign residents are
A Denial of deductions for ATO interest charges bill introduced subject to CGT on, amend the point-in-time principal asset test
) to a 365 -day testing period and require new ATO reporting
A Build to rent managed investment trust (MIT) capital allowances prior to transactions being executed
rate increase and withholding tax rate decrease enacted p R i
) A Penalty for significant global entities (SGEs) that
A Further increases in rate of Commonwealth penalty unit for mischaracterize or undervalue interest or dividend or royalty
calculating tax penalties, including for late lodgment of returns payments, where WHT would otherwise apply, to apply from
enacted 1 July 2026
A New thin capitalization laws (from income years commencing on A Development and finalization of ATO guidance for new thin
or after 1 July 2023) and debt deduction creation denial laws capitalization and debt deduction creation laws
(from income years commencing on or after 1 July 2024) A

enacted

ATO applying WHT and diverted profits tax (DPT) to embedded
royalties, including litigation through courts; possible legislative
change depending on the High Court appeal
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Australia

Major legislative activity that could include tax

Developments in tax transparency requirements

Nog vyy~2~¥p ay alz ~azf© £zwo?~¥uoz yA «manaal statement| disctogure bylisted arfd unfisted Australian

Yz-2¢¥! £z020© z®! zx2zy ~a GEGJAC

following:

A Amending income tax residency rules for individuals € waiting
for law development following consultations completed on
proposed changes

A Amending income tax residency rules for corporates Cwaiting
{¥" X¥oO«¢2a3va~¥po ¥o |7 z7-~¥«O
updates were made in 2023 to ATO practical compliance
approach concerning the central management and control test

Awev'y ¥{ iveva-~¥oCO "~ z-~z- ¥{
and transactions Cwaiting for release of report to government
and government responses

Awev'y ¥{ iveva-~¥oCO - Qrelease of report? ¥ )'&\

and government response still pending

¥ a2 } pliblicicampadiesvwof-infornfatior @b alksabgidiakes, inclddihgz

country of tax residence is required from financial years starting
on/after 1 July 2023; clarifications were made to apply from
financial years starting on/after 1 July 2024

Public CbCR enactedC public reporting by certain large
multinational enterprises and purely domestic Australian groups
that have an_annual global consolidated income in excess of

" RUBT thth€ RevibuR Fedr (dB mifirfigeXception where

<AU$10m Australia -sourced income) to publish selected tax
information on a CBC basis for Australia and specified

ayz jurigdistions-and,pn eéﬂpr@aCBG;éb{asis)pLaE aggregated pasis) ; a @

for the rest of the world , for disclosure by the ATO, effective
from financial reporting periods commencing on/after 1 July
2024

i "¥¢CC¢C¥-2z" O )

Public beneficial ownership register C publicly disclose
information on who owns, controls and receives benefits from

a company and other entity regulated under the Corporations
Act (phase 1) or other legal vehicles, such as trusts (phase 2)
operating in Australia; additional disclosures by listed companies
exposure draft law issued, and consultation to continue on the
register




Australia
Expectations for tax policy

Significant tax reform is not expected in 2025.

Elections are occurring in 2025. Itis possible that the budget will
be handed down in March 2025 prior to the Federal Election
expected in May 2025. Announcement of tax policies of the major
political parties and policies of the minor parties, which may
influence any minority government, will be monitored.

R&D taxincentives £v- ~ox”  zv©O©z v{az  2a}z

©a "vaz| ~x z®vE~amva~¥ao ¥{ a}lz g;Y ©

science and innovation capabilities announced, to be finalized by
31 December 2025. There is a proposal to exclude eligibility of
activities relating to gambling and tobacco, for income years
commencing on or after 1 July 2025.

Other business incentives are broadly expected to stay the
same; however, incentives to encourage clean energy uptake have
been proposed as part of the Future Made in Australia policy with a
hydrogen production tax incentive and critical minerals production
tax incentive to apply from 1 July 2027.

Corporate taxes

A Corporate tax rate Cstandard rate to remain at 3O%Aand at 25%
{¥" ¢wv©O©z "va@az zw?2~2a-70C {¥°
aggregated turnover

A Various annour]ced tax measures yet to be introduced as
amending law C might be adjusted if there is a change of
government

A Possible that budget to be handed down in March 2025 prior
to the election (currently scheduled) with new measures
voo¥«oXxzyA v id~x«tv ¢ ~ao
integrity and tax revenue

¢ ~nz

Taxes on digital business activity

A Australia applies GST on digital supplies and has a diverted
profits tax and avoided PE (multinational anti -avoidance law)
unilateral measures with treaty override but has not
implemented a digital services tax or virtual PE deeming
provisions.

Ailz W¥v'y ¥{ ive®va-~¥nCO "~ z-~2z-
assets and transactions to consider the policy framework for
taxation of digital assets and if any changes are required to
taxation laws was completed in 2024 but has not been released
by the government.

zod ~3~70

¥{

Taxes related to climate change or sustainability

A Australia does not impose a carbon tax or any other climate
change-related tax that promotes carbon emissions abatement.
No additional taxes are under active consideration.

A Specified tradable registered emissions units (REUs) (Kyoto

units, Australian carbon credit units and safeguard mechanism

credits) are taxed under specific rules. The rules include that CGT

QJ|_?SZd.O rg}oka p{l}yapg)(@eeds of disposing of REUs are assessable,
Qsts igcurgeqffor easing to old REU{;s ar%de ctible a@d}hec °
har%g in valtie of REUShéld ovelr the incomé Year aré v

recognized as either assessable income or an allowable

deduction.

Windfall taxes

A No developments are expected.

VAT, GST or sales taxes

A As GST is collected at the federal level before it is distributed to
the states and territories, any change to the system requires
agreement between the states and territories. As such, any
changes to the GST rate of 10% is highly unlikely to occur.

-~3a} ¢z©O© *}vam 9JEE ¥{

Personal taxes

A No changes are currently proposed.

-~21 | ¥2z" nf£zon2CO {¥x«© ¥no 2aye®

alz 2v® @' zvafzoma ¥{ y-~|~2ve



Australia
Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments Changes in tax audit approaches or methods
in 2024 AvVvidCo | "¥!zoe~2~ 2a¥ ~00«z ©3vac«ay¥’
A Intangibles and royalties deduction denial and withholding tax The ATO has very wide powers in this regard.
A ATO tax avoidance taskforce general focus on public and
multinational businesses Changes to dispute prevention or dispute resolution
tools or programs
Top tax enforcement or tax controversy development A New Administrative Review Tribunal (replaced the Administrative
expectations for 2025 Appeals Tribunal)

A Thin capitalization and debt deduction creation denial new laws
Tax governance approach or processes developments

A Intangibles and royalties deduction denial and withholding tax .

’ for business taxpayers

A Transparency measures ; R

. A ATO justified trust program top 100 and top 1,000 program

A Pillar Two focus2}va 2z©2 v x¥£!ve CO av® | ¥-2z"
A Private equity transactions are in place.

A ATO top 500 and next 5,000 privately owned and wealthy

.. .. roups assurance programs are in place.
Tax audits in Australia in 2025 are generally expected SHEEL e *

to increase in number and/or intensity. A Tax reviews are increasingly granular in data production
requirements.

T iti Il taxes . . .
op audit issues (all taxes) Digital tax administration developments

1. Transfer pricing, particularly with respect to related -party

financing and intangibles, and in -bound distributors A The ATO continues to invest in digital capacity and has a current

strategy spanning 2022 g2025.

General anti-avoidance rule ; ;
A The strategy focuses on four key pillars:

Diverted profits tax <
P A Evolve digital maturity

Ability to reconcile financial data with disclosures prevalent in

TP and GST, but also relevant to other areas A Continue to deliver and leverage the right digital platforms

A Deliver personalized optimal experiences for clients and

people
A Collaborate with partners to build connected and trusted
ecosystems
Summary of tax rate and base changes
Top 2024 Top 2025 % rate Overall base Combined
Tax type rate rate change changes effect
30% 30% . . .
- Higher Higher The 2025 Tax Policy and
0, 0,
ciT §2t5 & I\ct)rt b)ase Ei?ei;%rt b)ase c Controversy Outlook is a survey
ae entity y of EY tax policy and controversy
45% 45% leaders in the jurisdictions
(+2% (+ 2% : concerned and represents only
PIT Medicare Medicare C Same Same the personal views of those
levy) levy) respondents.
0 0 . This information is current
VAT/sales 10% 10% C Same Same as of 10 January 2025.
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Austria

Return to Contents

Key issues to watch in 2025

A The election of a new government took place in Austria in 2024.

Tax policy:
Markus Schragl, Melanie Raab

EY key contacts

Tax controversy:
Markus Schragl, Melanie Raab

A Discussion on the formation of a new government is still ongoing
and the parties have not yet agreed on a coalition or program.

Key drivers of tax policy change

A Implementation of Pillar Two/global minimum taxation by the
Minimum Taxation Reform Act

A\V¥-7z2"0£z0o3C0O {¥Xx«O© ¥o
in an inflationary environment

A Ongoing drive for greater transparency in tax disclosures

Significant tax developments in 2024

A Minimum Taxation Reform Act: implementation of global
minimum taxation in Austria

A Bill Implementing Public CbCR Directive

Fraud Prevention Act 2024: increased criminal liability in
connection with data falsification, bogus companies and bogus
invoices, as well as to provide measures to speed up
proceedings

A Tax Amendment Act 2024: change of the CIT Act regarding low
taxation of foreign corporations by including a recognized
national top -up tax that can be proven to be payable by a foreign
corporation when determining its actual tax

Significant tax developments expected in 2025

A Tax developments expected in 2025 depend on the formation of
a new government.

Page 11
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Major legislative activity that could include tax

A No significant legislative activity is expected in the first half -year
of 2025 due to the ongoing formation of a new government.

a }Az Potertigl legsfativey activitiex ir &n inflatiopary@aviroAmeft« ©

must be considered.

Developments in tax transparency requirements

A Beneficial ownership register: Companies will have to disclose
information on who owns and controls a company as beneficial
owner.

A EU law on cooperation between administrative authorities in the
field of taxation, including the following:

A Automatic information exchange
A Spontaneous information

A On request information
.\

Exchange of rulings

Major multilateral or bilateral cooperation activities

A New tax treaties and amendments of tax treaties entered into
force.
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Austria
Expectations for tax policy

Significant tax reform is not expected in 2025, but changes
(closing of loopholes) to reduce deficit are likely.

Elections are not scheduled in 2025.
R&D incentives are expected to stay the same.
Other business incentives are expected to stay the same.

Corporate taxes
A The corporate tax rate is 23% as of 2024.

A The minimum annual corporate tax for companies is EUR500
as of 2024.

Taxes on digital business activity

A The DST is regulated in the Austrian Digital Tax Act 2000 and
in an ordinance issued by the Federal Minister of Finance.

A 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.

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

A 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.

A 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 Pillar One coming into force.

Page 12

Taxes related to climate change or sustainability

A Austria introduced a carbon tax in 2022 to promote carbon
emissions abatement.

A Mandatory tax sustainability reporting is required 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
A Currently, Austria does not impose windfall taxes.

A For the profits made between 1 July 2022 and 31 December
2022 and in fiscal year 2023, Austria levied a solidarity
contribution on surplus profits of oil and gas companies at a
rate of 40%. The contribution applied to the profit exceeding
120% of average taxable profits between 2018 and 2021.

A 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.

VAT, GST or sales taxes

A Any changes to the VAT rates are unlikely to occur in 2025.

A VAT exemption applies for photovoltaic modules as of 1 January
2024, changes are possible depending on the formation of a new
government.

Personal taxes

A Further inflation relief for taxpayers entered into force.
Starting from 1 January 2023, Austria abolished cold
progression. The respective law makes sure 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.

A The Ministry of Finance has announced that the tax -exempt
amount for personal income tax for 2025 will be increased to
EUR13,308 to mitigate the effects of inflation.



Austria

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A Pillar Two: Minimum Taxation Reform Act CImplementation of
global minimum taxation and Pillar Two CbCR Safe Harbour
Regulation, which applies retroactively to financial years starting
after 31 December 2023

Top tax enforcement or tax controversy development
expectations for 2025

A Tax developments expected in 2025 depend on the formation of
a new government.

Tax audits in Austria in 2025 are generally expected
to stay the same in number and intensity.

Top audit issues (all taxes)
1. Transfer pricing
2. Value-added tax

3. Subsidies (e.g., research and development premium, COVID-19
subsidies)

Changes in tax audit approaches or methods

A Changes in tax audit approaches or methods are not expected
for 2025.

Changes to dispute prevention or dispute resolution
tools or programs

A Changes to dispute prevention or dispute resolution tools or
programs are not expected for 2025.

Summary of tax rate and base changes

Top 2024 Top 2025 % rate

Tax type rate rate change

CIT 23% 23% c Same

Overall base
changes

Tax governance approach or processes developments
for business taxpayers

A The approach by the tax governance is in general:
A Accompanying inspections
A Random audit selections
A Post-filing assessments
A Advance tax rulings and advance pricing agreements

A Developments regarding horizontal monitoring and tax control
SSIEINS

A Horizontal monitoring generally applies for larger
corporations and are subject to the requirement of good tax
conduct based on the previous tax behavior over the last
five years.

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

A 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

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

A DAC 7 declarations: automatic exchange of information on
reporting platform operators

I\ ViDA-Package (VAT in the Digital Age): e-invoicing and
e-reporting -obligations

The 2025 Tax Policy and
Controversy Outlook is a survey
of EY tax policy and controversy
Same leaders in the jurisdictions
concerned and represents only

Combined effect

PIT 55% 55% c Same

the personal views of those

Same
respondents.

VAT/sales 20% 20% c SEE
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Bahrain

Return to Contents

Key issues to watch in 2025

A Corporate income tax beyond the oil and gas sector

EY key contacts

Tax policy: Tax controversy:
Ali AIMahroos

Ali AIMahroos

Introduction of e -invoicing in Bahrain

Key drivers of tax policy change

harmful tax practices

Inclusive Framework (BEPS IF) minimum standards

A Ongoing drive within the GCC region to introduce and refine
local tax regimes in line with global leading practices

A Multiple parliamentary discussions with the Bahraini government
(legislative and executive branch) around the introduction of a
corporate income tax

Significant tax developments in 2024

A On 1 September 2024, the National Bureau of Revenue
(NBR) published Decree-Law No. (11) of 2024 regarding the
Implementation of Tax on Multinational Enterprises. The Law
introduces a domestic minimum top -up tax (DMTT), aimed at
confirming that MNEs pay a globally agreed minimum tax of
15% on their profits effective for fiscal years starting on or
after 1 January 2025.

A The law applies to MNEs operating in Bahrain with consolidated
annual revenue above EUR750m in two of the last four fiscal
years.

Significant tax developments expected in 2025

A The anticipated introduction of corporate income tax beyond the
oil and gas sector

A The anticipated introduction of e -invoicing in Bahrain

Page 14
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Major legislative activity that could include tax
d AXIyis anticipated- that the-Bahramhigoverymerit willp@sent a

corporate tax law to the legislative branch during 2025.

A Wv} v~oCO x¥E££~af£zna ay a}gz ~gl! ¢AE'ﬂweréhaé‘beenasigﬂiﬁcam@plﬁtinwmeﬁzmdtaxrevenue

which could result in widening the tax base, especially since the
implementation of the Bahrain DMTT. This could mean either the
introduction of a new tax regime or the further development of
an existing tax base to encompass incomes from outside of oil
and gas operations.

Developments in tax transparency requirements
A Under the DMTT Executive Regulations, in-scope MNEs/

constituent entities (CEs) are required to make adjustments

to the amounts recorded in its financial accounts when

determining CE income or loss to make sure outcome of related -
fvias 2" yoOvx?~¥o0© v z-lexgthpriacip@? z o2

In addition, Bahraini CEs need to prepare and maintain transfer
pricing documentation, i.e., TP Local File and TP Master File, as
prescribed in the DMTT Executive Regulations.

The Central Bank of Bahrain (CBB) and the Ministry of Industry
and Commerce (MOIC) regularly announce to their respective
licensees the CRS and the FATCA reporting window. The CRS
and FATCA reports will be submitted through the International
Tax Information Exchange System (ITIES) portal.


mailto:ali.almahroos@bh.ey.com
mailto:ali.almahroos@bh.ey.com

Bahrain
Expectations for tax policy

Significant tax reform is expected in 2025.

Elections are not occurring in 2025.
R&D incentives are expected to stay the same.
Other business incentives are expected to stay the same.

Corporate taxes

A With the introduction of Bahrain DMTT for MNEs, it is expected
that a comprehensive CIT law would be introduced to encompass
incomes outside of oil and gas operations.

Taxes on digital business activity

A The current VAT legislation covers the tax treatment of activities
that fall under digital businesses. No tax policy shift is expected.

Taxes related to climate change or sustainability

A The CBB has released the ESG requirements module.
This module provides guidelines on the reporting requirements
for the environmental, social, and corporate governance factors.
While there is no tax, all listed companies, banks, financing
companies, insurance firms, and category 1 and 2 investment
firms have started reporting these requirements from financial
year 2024.

Windfall taxes
A None apply
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VAT, GST or sales taxes

A While the National Bureau for Revenue (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.

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

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

Personal taxes

A Thereis no personal income or wage tax in Bahrain.

Tourist levy on hotel accommodations

A The Ministry of Tourism in Bahrain has announced the
introduction of a new tourist levy applicable to hotel
accommodations across Bahrain.

A Effective 1 May 2024, a fixed levy of BHD3 (approximately
USD7.96) per room, per night, will be imposed on hotel stays.
Businesses in the hospitality sector should seek to achieve
compliance with the new requirement.

Other

A 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%.

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

A Bahrain 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.

A ]l]¥2z¢© voy " z0O0O2v« vaa© 2}vyad vy~
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.



Bahrain

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

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

A 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.

A The NBR will also take legal action against the 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 2025

A Corporate income tax beyond the oil and gas sector

Tax audits in Bahrain in 2025 are generally expected
to increase in intensity.

Summary of tax rate and base changes

Top audit issues (all taxes)

1. Refunds: Seeking refund of VAT from the NBR usually results in
a 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 picked up for an audit by the NBR, e.g., financial
services.

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

Changes in tax audit approaches or methods

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

Digital tax administration developments

A Introduction of e -invoicing in Bahrain in 2025 is anticipated.

Top 2024 Top 2025 % rate Overall base The 2025 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%'/15%? 15% Higher Higher leaders in the jurisdictions
concerned and represents only

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

4 This information is current
0, 0,
VAT/sales 10% 109%3 C Same Same as of 12 February 2025,

1 Currently applicable on the oil and gas sector only.

2 This is the minimum rate per DMTT.

3 In some cases, VAT rate at 0% and VAT exemption may apply.
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Belgium

Return to Contents

Key issues to watch in 2025

A Budget deficit and tax reform

A Reform of VAT compliance rules

Tax policy:
Bart Desmet

EY key contacts

Tax controversy:
Emilie Maes

p>

ESG reporting

A Impact of BEPS Pillar Two and other initiatives affecting the
international tax environment

Key drivers of tax policy change

A Further ongoing development of a broader tax reform: modernizing
and simplifying the tax system; making it more efficient, fair and
neutral, while focusing on limiting the budgetary deficit, protecting
the buying power of households, increasing the employment ratio
and reducing taxes on labor costs, supporting climate ambitions
and sustainability, entrepreneurship and stimulation of investments

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

A Harmonized, increased tax compliance and e -audits, such as
through digitalization of the tax authorities

A Greening of taxation

Significant tax developments in 2024
A BEPS Pillar Two implementation
A Introduction of rules and compliance mechanisms
A Amendments to certain existing provisions, i.e., to the R&D tax
X" zy~3a
ay® x zy~2aC
A Introduction of a Pillar Two notification form (to obtain a
Pillar Two tax identification number on behalf of the MNE group

to proceed with Pillar Two compliance (advance tax payments,
returns, etc.)

>

Public CbCR, applicable to financial years starting on or after
22 June 2024

Tightened CFC rules

Modifications to the Cayman tax regime

Reform of the withholding tax exemption regime
VAT changes

E-invoicing and practical implementation details

> > > > > >

Increased excises on tobacco and e-liquids
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Significant tax developments expected in 2025

A Reformed investment deduction regime

b

Capital gains tax on shares

p>

Various measures to simplify the corporate and personal income tax
S

p>

Changes to the participation exemption regime

b

Changes to the partial wage withholding tax exemption for research
and development

A Changes to the stock option tax regime

A Updated mandatory Belgian transfer pricing documentation
requirements for financial years, starting on or after 1 January
2025

A New VAT chain with more stringent compliance

A Updated legislation on mandatory e -invoicing for B2B transactions
(e.g., mandatory e -invoice fields)

Pillar One C Amount B implementation: effective for tax years

‘z| ~£z a¥ f£zza 2}z yz{~°~a~5eﬁinn?fldaﬁéfl.ﬁr§1§ry2%25{"Zy z{«oyvwetz

Mayjor legislative activity that could include tax

A Major tax measures are included in the federal coalition agreement
of 31 January 2025. The announced measures need to become
legislation afterward, but it might be expected that several of these
measures will be implemented in 2026.

Developments in tax transparency requirements

A Updated mandatory Belgian transfer pricing documentation
requirements for financial years, starting on or after 1 January
2025

A Public CbCR applicable to financial years starting on or after
22 June 2024

A Focus of Belgian tax authorities on tax/TP audits with increased
specialized resources as well as clear impact to be seen as a result
of the extended statute of limitations


mailto:Bart.Desmet@be.ey.com
mailto:Emilie.Maes@be.ey.com

Belgium
Expectations for tax policy

Major multilateral or bilateral cooperation activities Taxes related to climate change or sustainability

A Ongoing commitment to OECD cooperation with a focus on A Implementation of CBAM regulation: functioning of mechanism in
Pillar One and Pillar Two implementation transition period and impact on scope

A Increased trend of joint cross -border tax audits and subsequent A Singlej ©z e¢v©a~x© Y~"z2Xx2~-22z20 Wz¢| ~«,
need for use of international tax instruments, such as MAP and directive by means of a Royal Decree

bilateral advance pricing agreement (BAPA) to determine global < . L .
controversy strategy A Implementation of ETS2 regime in Belgium (carbon tax on fuel

used for transportation and for heating of buildings)

A Expansion of ETS1 to maritime transportation (carbon tax will be

Significant tax reform is expected in 2025, as several tax gradually implemented)

measures are included in the federal coalition agreement of : _ : : )
31 January 2025. The announced measures need to become A Gorlive of packaging and packaging waste regulation
legislation afterward, but it might be expected that several of A Implementation of Right to Repair Directive

these measures will be implemented in 2026.

. e Windfall taxes
Elections are not occurring in 2025 .

A Not applicable in 2025

R&D incentives are expected to increase, as the expected tax

reform, announced in the federal government agreement, aims at VAT, GST or sales taxes
ma_klng t_he Belglan economy resilient, |nn_ovat|ve and su§talnable, A New VAT chain with more stringent compliance
which will be realized through cost reductions for enterprises and 5
the stimulation of innovation. A E-invoicing
A Extension of the 6% VAT rate on demolition and reconstruction
Other business incentives are expected to increase, similarly until 30 June 2025 (conditionally)
to R&D incentives. A Deduction of VAT: changed VAT obligations for qualifying mixed

taxpayers, partial taxable persons and for real estate companies

Corporate taxes

A Pillar Two compliance Personal taxes

A Administrative tolerance for the reimbursement of electricity

A Separate domestic top -up tax (DMTT) return (requiring a new :
costs at home (on a lump-sum basis, not actual value)

and separate company registration number Cfirst deadline is
30 November 2025 if fiscal year coincides with the calendar A Increase of the net wages of everyone who works from
year) and IIR/UTPR return 1 January 2025, with a focus on wages below the median,
A Separate tax advance payments mitigating the currently extremely high and quick progressivity
’ of marginal tax rates on labor income
A Reformed investment deduction regime " ; : . :
) A Changes to the partial wage withholding tax exemption for R&D
A Updated mandatory Belgian transfer pricing documentation

requirements for financial years, starting on or after 1 January A Changes to the stock option tax regime

2025
Other
Taxes on digital business activity A DAC 6 is valid and remains in force
A Belglum aims to implement international agl’eements on a d|g|ta| A Increase of the tax on securities accounts
tax, which will make large digital multinationals taxable even ; _ ; R _ )

reached at European or international levels, Belgium intends to Amount B, Public CbCR, German legislation on intercompany
unilaterally develop a digital tax by 2027 at the latest. financing policies)
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Belgium

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A There are further efforts to increase the number of participants
in the Co-operative Tax Compliance Programme (CTCP) for large
companies, e-audits and joint tax audits (also cross -border),
focus on the fight against tax and social fraud in a more
integrated way, and full commitment to international
cooperation and data exchange (such as through increased
digitalization of the tax administration).

A There are further efforts on digitalization and the voluntary
payment of taxes to improve collection and recovery of tax
debts.

A The 10% tax increase should not be applied in case of a first
offence, committed in good faith, as confirmed by the Minister
of Finance, but several court procedures are ongoing disputing
this item. This will have an important impact on the outcome of
future and pending tax audits, in particular when the company
has available tax attributes to set off against the adjustment of
the increase in taxable basis.

Top tax enforcement or tax controversy development
expectations for 2025

A Continuation of the 2024 policy and initiatives, but general
expectation for more robust and detailed audits through more
and specialized resources

A Harmonization of investigation and assessment periods
applicable to several types of taxes and impact on the duration
of the audit process due to extended statute of limitations
(e.g., so-called complex taxpayers)

A Simple and more streamlined tax audits through standard
reporting, yet lengthier, more in -depth discussions

Tax audits in Belgium in 2025 are generally expected
to increase in number and/or intensity.

Top audit issues (all taxes)

1. Ongoing tax audits regarding withholding tax exemption for
R&Dv oy wo¥a ~f ~xya~¥no ¥{
programs) to the Federal Science Policy Office

2. TP audits (given extended statute of limitations to generally six
years at least) and changing international landscape/initiatives

3. WHT audit in relation to interest payments mostly considering
the European Court of Justice (ECJ) Danish Cases and
combined with challenges regarding the CIT deductible nature
of the payments
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Changes in tax audit approaches or methods
A Accelerated data -mining and risk detection

A Increased need for use of international tax instruments, such as
MAP, AC and BAPAs to determine global controversy strategy
due to impact of increased joint cross -border tax audits

Changes to dispute prevention or dispute resolution
tools or programs

A Agreements with other countries on the automatic exchange of
information

Tax governance approach or processes developments
for business taxpayers

A Acceleration of handling of tax controversy files, within a
reasonable timescale

A Increased cooperation between tax authorities and other
relevant authorities (justice, police, etc.)

A Coordinated controversy approach required, because of the
various elements indicated

Digital tax administration developments

A E-invoicing as of 1 January 2026 (subject to parliamentary
approval) and modernization of the VAT chain and collection
of VAT debts, including measures to improve the processing
of periodic VAT returns and payments by introducing digital
systems and automation, as of 1 January 2025

A Digitalizing of the export, import and transit processes (all
future import and export customs declarations will be made
fully electronically)

A Ongoing development of the digitalization of the tax
administration, i.e., enhanced electronic filing of tax returns,
electronic reporting obligations (DAC 6, DAC 7, fee forms,
application forms for tax incentives, Pillar Two, etc.)

A Mandatory publication by the tax authorities of all case law in
which they are involved

zXx2 00D



Belgium
Summary of tax rate and base changes

Top 2024 Top 2025 % rate Overall base Combined The 2025 Tax Policy and

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

CIT 25% 25% Cc Higher Higher leaders in the jurisdictions
concerned and represents only

PIT 50% 50% ¢ LG LG the personal views of those
respondents.

< This information is current
VAT/sal 21% 21%
fsales ° ° c Same Same as of 5 February 2025.
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Brazil

Return to Contents

Key issues to watch in 2025

A
A

Brazilian indirect tax reform

Pillar Two adoption (additional for CIT C social contribution)

EY key contacts

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

A Judgment of relevant tax matters in Brazilian Supreme Court

Key drivers of tax policy change

A

A

Approval of the complementary law regulating the Brazilian Tax
Reform

Adoption of Pillar Two rules

Possibility of taxing dividends

Significant tax developments in 2024

A

> >

Approval of complementary law regulating Brazilian Tax Reform,
advancing the introducing a tax on goods and services and
contribution on goods and services

Approval of Pillar Two rules for Brazil
Decisions enacted by Supreme Court on tax matters

New CIT treatment for tax incentives

Significant tax developments expected in 2025

A

A

Develop the program to increase tax transparency and reduce
litigation

The next steps toward the implementation of the indirect tax
reform will involve the analysis of Bill 108/24 (PLP108/24),
which creates and regulates the IBS* Management Committee.
This committee is essential to the functioning of the new tax
model and provides rules for inspection procedures, qualification
and use of the ICMS? Financial Benefits Compensation Fund, as
well as compensation, transfer or refund of accumulated credit
balances.

1 IBS: tax on goods and services
2 |CMS: tax on commerce and services
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A The government will need define the rates of the selective tax.

A Regulations are expected that will clarify how the new taxes are
going to be assessed and on the ancillary obligations that will
need to be observed, for those sectors that will be subject to it.

Major legislative activity that could include tax
A Introduction of new tax incentives for green energy investments

A Reform of corporate tax rates to enhance competitiveness

Developments in tax transparency requirements

A In 2024, the first group of companies were organized to adopt
the Tax Transparency Program (Confia).

A Following the federal program, states are creating tax
transparency programs to enhance the relationship between
taxpayers and tax authorities.


mailto:rodrigo.munhoz@br.ey.com
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Brazil
Expectations for tax policy

Significant tax reform is not expected in 2025. Taxes related to climate change or sustainability

A In Brazilian tax reform, there is an additional tax (selective tax)
Elections are not occurring in 2025. for products or activities that damage environment or health.

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

A Not applicable

Other business incentives are expected to stay the same.
VAT, GST or sales taxes

Corporate taxes A Brazilian indirect tax reform

A Adoption of Pillar Two rules
Personal taxes

Taxes on digital business activity A Taxation over dividends

A No changes are currently expected.

Other
A ESG legislation
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Brazil

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

Arox"zvOzy z®vE~ova~¥ano

pricing practices

¥{

A Enhanced reporting requirements for digital transactions

>

Implementation of new tax compliance technologies by tax
authorities

pN

Pillar Two adoption for 2025

Top tax enforcement or tax controversy development
expectations for 2025

A
A

Expansion of global tax information exchange agreements

Introduction of stricter penalties for noncompliance with tax
regulations

Greater focus on tax evasion in the cryptocurrency sector

Possibility to identify and review tax procedures considering
Brazilian tax reform and change of regime

Tax audits in Brazil in 2025 are generally expected to
increase number and intensity.

Top audit issues (all taxes)

1. Transfer pricing adjustments
2. Underreporting of income

3. Misclassification of expenses
4. Corporate restructures

Summary of tax rate and base changes

Changes in tax audit approaches or methods

A Adoption of advanced data analytics for audit selection

£« ~avA ¥R ik ¥f anifiéial Hieligehde ®Gentity disBr&hnties

A More collaborative audits with international tax authorities

Changes to dispute prevention or dispute resolution
tools or programs

A
A Expansion of APA programs

Introduction of pre -filing agreements for complex transactions

A Development of online dispute resolution platforms

Tax governance approach or processes developments
for business taxpayers

A

A Enhanced transparency requirements for tax planning strategies

Implementation of mandatory tax risk management frameworks

A Regular tax compliance reviews by independent auditors

Digital tax administration developments
A Using data analytics tools to identify discrepancies

A Development of mobile applications for taxpayer services

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and

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

CIT 34% 34% (@ Higher Higher leaders in the jurisdictions
concerned and represents only

PIT 27 5% 27 5% ¢ Same Same the personal views of those
respondents.

VAT/sales 28% 28% Cc Same Same Ve IrfEnriEiior” 15 cuiE!
as of 10 January 2025.
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Bulgaria

Return to Contents

Key issues to watch in 2025

A Implementation of SAF -T in Bulgaria
A Pillar Two

EY key contacts

Tax policy: Tax controversy:
Milen Raikov Milen Raikov
A cBAM

Key drivers of tax policy change

A 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 2024
A No significant tax developments in 2024.

A Some tax changes introduced at the end of 2023 were clarified
and refined, such as Pillar Two implementation, VAT on
scrapped goods, etc.

Significant tax developments expected in 2025
A Introduction of SAF -T
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Major legislative activity that could include tax

A No new taxes are expected to be introduced, although windfall
taxes on bank and telecom sectors were publicly discussed.

Developments in tax transparency requirements

A The National Revenue Agency is planning to introduce SAF -T
as of 2026. A draft law has been published.

A CESOP submissions are already in place.

Major multilateral or bilateral cooperation activities

A No developments are expected.


mailto:milen.raikov@bg.ey.com
mailto:milen.raikov@bg.ey.com

Bulgaria
Expectations for tax policy

Significant tax reform is not expected other than the
introduction of SAF -T expected in 2025 (the draft law was published
in the end of 2024).

Elections are expected in 2025.
R&D incentives are expected to stay the same.
Other business incentives are expected to stay the same.

Corporate taxes

A Pillar Two was introduced as of the beginning of 2024.

A No other significant changes are currently expected.

Taxes on digital business activity

A No introduction is currently planned.
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Taxes related to climate change or sustainability
A CBAM

Windfall taxes

A Energy traders and producers

VAT, GST or sales taxes

A A regime for small and medium enterprises is expected to be
introduced.

A Some reduced rates are expected to no longer be applicable.

Personal taxes

A No significant changes are currently planned.




Bulgaria

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A VAT treatment of tooling

A

A

Transfer pricing tax audits

Transactions with foreign entities in the context of WHT

Top tax enforcement or tax controversy development
expectations for 2025

A Transfer pricing tax audits

A Correction of deducted VAT on scrapped goods

Tax audits in Bulgaria in 2025 are generally expected
to stay the same in number and intensity.

Top audit issues (all taxes)

1. Unlawful deduction of input VAT
2. Transfer pricing
3. Intercompany charges and transactions with foreign entities

Summary of tax rate and base changes

Changes in tax audit approaches or methods

A More complex tax audits

Changes to dispute prevention or dispute resolution
tools or programs

A No changes are currently expected.

Tax governance approach or processes developments
for business taxpayers

A No changes are currently expected.

Digital tax administration developments
A

Introduction of SAF -T

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and

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

CIT 15% 15% Cc Same Same leaders in the jurisdictions
concerned and represents only

PIT 10% 10% ¢ Same Same the personal views of those
respondents.

VAT/sales 20% 20% Cc Same Same Ve IrfEnriEiior” 15 cuiE!
as of 10 January 2025.
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EY key contacts

Can a.d a. Tax policy: Tax controversy:

[ zy dCgrve% Plante o Paul Mulvihill

Return to Contents

Key issues to watch in 2025

A Scope and duration of possible retaliatory trade measures, A The federal general election in March 2025

including both tariff and non -tariff measures, implemented by A The fiscal and tax policy priorities of the newly elected federal
Canada in response to possible United States tariffs government

Key drivers of tax policy change

A The results of the federal general election to be held in March A Xv = vy v Gateredinio force on 28 June 2024, pursuant to
GEGJA {¥¢C¥-~no| e"~£z b~o-~02z" i  «3POEpEouRck(@EIg)oathaidatena ~n

January 2025 that he would resign as soon as the Liberal Party

h | L :
chooses a new leader Significant tax developments expected in 2025

A Potential for additional measures beyond retaliatory tariffs, . : » . i : ;
including tax measures, due to possible imposition of tariffs on A At time of writing, there is considerable uncertainty surrounding

Canadian imports to the US likely tax developments in 2025.

A\"zvaz® x¢v ~a~ ~© z®' ' zx23azy ~no 2}
from the Throne following the general election that could take
as early as the spring of 2025 and must take place no later than

20 October 2025.

A Potential for possible US tax reforms, including an extension of
existing business investment incentives, to elicit a competitive
tax policy response by Canada.

A Cost of living pressures felt by Canadians

’ A_"a ~© -~yz¢ z®]| zx@zy ?2}lva Xvovyy
A bzvO« ™ z© mzzyzy 2¥ vyy z©O Xvavyv Cfeder@ Yuél Eharge) willlbe dvopped and possibly replaced
productivity and boost capital investment by other measures.

AX}vo|zo "zO«t¢2~o| {"¥E£ 23}z dzZXYC@A Wewidely kgedied tha thé propdsed capital gains inclusion
rate increase will not be enacted, regardless of which political

C g . arty forms the next federal government.
Significant tax developments in 2024 party ’

A Bill C-59 was enacted on 20 June 2024, implementing income

tax measures from the 2023 federal budget, certain measures Major legislative activity that could include tax

from the 2023 fall economic statement (FES) and other A Legislative proposals have been released to introduce a clean
measures, most notably the excessive interest and financing electricity investment tax credit and to add UTPR provisions to
Z®| z00zO ¢~£~23va~¥n =Z"A[Za> " «CzO©O tha\GMPA Kny Fokentidl bnactnfedt f ¥€s®medkliedremains
Action 4 report), the carbon capture, utilization and storage unclear considering the political uncertainty.

(CCUS) and clean technology investment tax credits (ITCs), the
hybrid mismatch arrangement rules (based on BEPS Action 2

report), and changes to the General Anti -Avoidance Rule Developments in tax transparency requirements
GAAR). 5 L. . .

; ( ) A In addition to new reporting requirements related to the EIFEL

A Bill C-69 was enacted on 20 June 2024 and, among other rules enacted in 2024, enhanced mandatory disclosure rules,
measures, included the clean hydrogen and clean technology _ including an expansion of the existing reportable transaction
Evo«{vx2d« ~a| ANjX© voy XvovyvCO \ ¢rndlesand ndwreportibgréquinemests fof xdtifiable transactions
(GMTA) based on the BEPS Pillar Two proposals. and reportable uncertain tax treatments, were enacted in 2023.

A A proposed (not yet enacted) increase in the capital gains A Digital platform operators have new reporting requirements
inclusion rate from one -half to two -thirds was initially starting in 2025, but no further requirements are anticipated
announced in the 2024 federal budget and subsequently for 2025.

deferred until January 2026.
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Canada
Expectations for tax policy

Major multilateral or bilateral cooperation activities Taxes on digital business activity

A CanadaRussia tax treaty was suspended in November 2024. A XvavyvCO Yhi ~© o¥- ~o {¥ xzA w«?
If implicated as possible leverage in the context of the

. upcoming CUSMA (a.k.a. USMCA) review and renewal, it could
Significant tax reform is possible in 2025. While fully be strengthened, paused or abandoned.

comprehensive tax reform is unlikely, a series of measures is
possible that could collectively amount to significant change,

especially on the corporate tax side. Taxes related to climate change or sustainability

A The federal fuel charge (also known as the consumer carbon tax)
Elections are occurring in 2025. A federal general election must is very likely to bearescmded I 20?5;‘ The Official Opposmoln
be held no later than 20 October 2025, and an Ontario election will X¥p0©z " ~v?~-=2z ev }voO xvEjv~]azy
be held on 27 February 2025, main contenders for the leadership of the Liberal Party have all

said they would drop the tax and replace it with other measures.

R&D incentives may increase. The federal government proposed .
several enhancements to the Scientific Research & Experimental Tax Windfall taxes
Cl’edit (SR&ED) in the NOVember 2024 FES and |tS intention to A No significant Changes are Currently expected.
implement a Patent Box regime. It remains unclear whether a new
government will pursue those commitments.

VAT, GST or sales taxes

Other business incentives are expected to increase. A No significant changes are currently expected.
Continued business investment uncertainty in view of the threat of
US tariffs and other economic measures directed at Canada strongly
suggest the government will look favorably at strengthening existing
business investment incentives. A Since this is an election year, changes are possible depending on
election platform commitments yet to be unveiled by the major
political parties.

Personal taxes

Corporate taxes

A Depending on the scale of US tax policy changes, Canada could
respond with similar changes for purposes of maintaining its tax
competitive position.
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Canada
Expectations for tax enforcement and tax controversy

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

in 2024 A Continued intensity of withholding tax enforcement

Proposed enhancement to audit enforcement powers to obtain A Continued review of information received under new mandatory
information and enhance compliance with information requirements: disclosure rules expected to directly result in audit enquiries

1. New penalties with compliance orders
2. 6c¥2~xzx¥f| ¢t¥voxzC ©O«©)| zoy© ~ zv©OGChah@es todispyte preventian or dispute resolution

effectively extending statutes tools or programs
3. New power to require Canada Revenue Agency (CRA) questions A Delayed availability of mandatory, binding arbitration in tax
be answered or documents be provided under oath or affidavit treaties (other than the US -Canada Tax Convention) due to

limited advancement by the CRA in activating MLI dispute

Top tax enforcement or tax controversy development resolution mechanisms

expectations for 2025 A Continued willingness of the CRA/Canadian Competent Authority

p . . to accept resolution other than full relief of double taxation,

A Continued focus on transfer pricing especially where arbitration is yet to be implemented

A Increased enforcement of withholding regulations on services A X¥oa-o«zy wvxi¢¥| ~8 XgV V!!zveoc
payments and nonresident employee remuneration objections

A Continued focus on underground economy countermeasures
Tax governance approach or processes developments

Tax audits in Canada in 2025 are generally expected for business taxpayers

{0 stay the same in number and intensity, despite increases in A Previously introduced enhanced mandatory disclosure rules

funding of CRA audit activities. = «oz GEGH> voy XgVCO x¥¥!z " va-az
be the only inputs from the tax administrations linked to tax
governance.

Top audit issues (all taxes)
1. Transfer pricin . . . .

S Digital tax administration developments
2. Government incentives (e.g., Canada Emergency Wage Subsidy

filings during pandemic) A No significant changes are currently expected.

3. Interest deductibility and hybrid mismatch arrangement
(e.g., hybrid debt)

Summary of tax rate and base changes

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and
Tax type rate rate change? changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 31% 31% Cc Same Same leaders in the jurisdictions

concerned and represents only
the personal views of those

PIT2 54.8% 54.8% c Same Same
respondents.
VAT/sales? 15% 15% ¢ Same Same This information is current
as of 10 January 2025.
1 Combined federal/provincial corporate tax rates vary by province and territory. The highest rate in 2025 is in Prince Edward Island

and the lowest rate (23%) is in Alberta.

2 Combined federal/provincial personal tax rates vary by province and territory. The highest rate in 2025 is in Newfoundland an o]
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 three of the four Maritime provinces (5% plus 10%). As of 1 April 2025, in Nova Scotia the harmonized sales tax (HS T) will
be lowered to 14%.
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Chile

Return to Contents

Key issues to watch in 2025

A Income tax reform bill is expected to be introduced in early
2025, lowering the corporate income tax rate but increasing
high-zv: s ~o| ~oy~-~y«v¢OC “vazOA

A The 2024 Tax Compliance Act enters into full effect, including
new VAT system for sales made in foreign digital platforms and
new interest rates for overdue taxes, among others.

EY key contacts

Tax policy: Tax controversy:
Victor Fenner Janice Stein

A Government is likely to confirm whether Chile will adopt
Pillar Two rules.

vV £ X Pdoop&rative Comphasc¥ ftdgrarnPiSanticipated to be fully
deployed during 2025, including the public registry of certified
taxpayers.

Key drivers of tax policy change

A The fate of the pensions reform bill will likely impact that of the
income tax bill to be presented in 2025.

A 2025 is a presidential and congressional election year, which is
likely to affect the outcome of domestic tax policy.

A Tax revenue forecasts in 2024 were inaccurate, with actual
revenue being considerably lower (leading to last -minute budget
cuts for 2025). This may likely affect the contents of the income
tax bill yet to be presented, as well as the audit and collection
strategy by tax authorities.

Significant tax developments in 2024

A The tax compliance bill was approved and passed. This entailed
several changes in tax legislation, with a focus on tax evasion
and tax avoidance. Main changes referred to:

A Tax sustainability (the concept was incorporated into Chilean
law, setting legal basis for cooperative compliance programs
and certifications)

p>

Tax evasion (most of the bill sets up different measures to
combat informal commerce)

p>

Transfer pricing (APA regulation is improved, along with
transfer pricing adjustments regulation)

p>

Corporate reorganizations (both domestic and cross -border)

VAT and digital intermediation platforms (incorporating
platforms of physical goods intermediacy to the digital
services simplified mechanism)

A New tax amnesty of foreign, undeclared assets when
voluntarily subject to a special 12% tax

A New rules for accessing bank records by the tax
administration
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A The Chile-United States DTT enters into force (as of February
2024), becoming the second DTT the US has engaged in in Latin
America (the first one being Mexico).

A A special, voluntary tax on undistributed profits was introduced.
Taxpayers verifying undistributed profits may subject them to
a special 12% tax, to substitute final taxes applicable on
distribution. This was available until 31 January 2025.

A A beneficial owner bill was introduced to Congress, aiming to set
up a national registry of beneficial or ultimate owners. The bill is
yet to be approved.

Significant tax developments expected in 2025

A Introduction to Congress of an income tax bill, aiming to lower
corporate tax rate from 27% to 25%, yet increasing rates for
the higher brackets of personal taxes. The bill would also aim
to shift from an integrated taxation system to a disintegrated
one, thereby establishing a new taxation regime for dividends.
Foreign taxpayers from DTT countries would not be affected.
R&D incentives are expected to increase significantly in the bill.

A Determination on whether Chile will adopt Pillar Two is expected
and may be impacted by the presidential election.

A Full deployment of the cooperative compliance program. As the
x¥oxz!a ¥{ ¢fay® ©«©av~ovw~¢~2a"C -~
taxpayers will be able to obtain a certification by means of
signing a cooperation agreement with tax authorities, or by
obtaining a third -party assessment. Regulation on requirements
and contents of such certification (likely to incorporate
international standards e.g. GRI 207) is expected to be launched
in mid-2025.

Major legislative activity that could include tax

A New income tax bill


mailto:victor.fenner@cl.ey.com
mailto:janice.stein@cl.ey.com

Chile

Expectations for tax policy

Developments in tax transparency requirements

A New cooperative compliance program will include tax
transparency standards.

A Mandatory sworn statements now include additional information
as per international transparency standards.

A New regulation for the tax authority accessing bank records is
now in force, establishing a faster, unilateral procedure in the
case of tax crimes and other qualified situations.

Major multilateral or bilateral cooperation activities

A Chilean tax authority increased significantly its information
exchange activities with other jurisdictions in 2024, a trend
that is expected to continue in 2025.

A Bilateral APAs are in pipeline for the first time since Chile
adopted OECD TP guidelines in 2012.

Significant tax reform is expected in 2025 (its approval yet
uncertain).

Elections are occurring in 2025 (both presidential and
congressional).

R&D incentives are expected to increase.
Other business incentives are expected to increase.

Corporate taxes

A Corporate rate to be lowered from 27% to 25%

pN

New taxation system for dividends (proposed)

pN

New incentives for SMEs

pN

Increased R&D incentives

pN

Elimination of certain exemptions (e.g., public and private funds)
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Taxes on digital business activity
A NIA (changes already introduced in the 2024 bill)

Taxes related to climate change or sustainability

A New tax sustainability regulation to enter fully into effect
(focused on governance and transparency, as part of the
cooperative compliance program).

Windfall taxes
N

VAT, GST or sales taxes

A Very small SMEs to access a special tax in substitution of both
VAT and corporate taxes

A VAT incentives for SMEs

Personal taxes

A Rates of upper brackets to increase (in order to compensate for
corporate tax rate reduction, proposed)

Other
A None



Chile

Expectations for tax enforcement and tax controversy

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

in 2024 A Multijurisdiction was legally incorporated, allowing the SlI to

A During the year, the Chilean Internal Revenue Service (Sll) began assign officials from other jurisdictions to audits outside their
to increase judicial cases related to the General Anti -Avoidance regional scope, thereby distributing the audits across different
Rule (GAAR), through which it seeks to prevent the abuse of areas of the country.
Iegal_norms_as well as tax evasion. The flr_st rull_ng in this matter A A unified audit procedure for business groups has been
was issued in March 2024, which was decided in favor of the SlI, incorporated, which must consider the effects of the audit in
yet with pending appeals. an integral and consistent manner.

A Focusing on criminality related to false declarations and the A Efforts to eliminate informality have continued, and new

pursuit of tax refunds, the SIl managed to prevent tax fraud of

- X . regulations related to the sale of foreign goods have begun to
up to USD440,000 by using data analysis and even accessing the

be applied, simplifying the declaration for digital commerce.
E @9§nv¢ p\f/yxgx,_ zy~2v? ~¥guA

hrar"CO y~| ~2ve¢ Jv|z ~=m ©zv ' x} ¥{ !z -} ~Xx
carried out by only 7% of taxpayers.

A The Sl has strengthened its actions regarding criminal matters Changes to dispute prevention or dispute resolution
related to tax crimes and organized crime. In 2024, it filed more tools or programs
than 174 lawsuits compared to 159 in 2023, highlighting that in A The rules on APAs have been updated, expressly allowing pre -

November, it filed 19 lawsuits against a criminal gang for VAT,

. . 3 i filing meetings, retroactive application of APA (Roll Back APA
in relation to false declarations, and cryptocurrencies. g 9 PP ( )

and regulation of APA follow -up or monitoring.

A A new audit approach on real estate leases resulted in income
Top tax enforcement or tax controversy development declarations exceeding USD88,500,000.

expectations for 2025 A Due to the transitional rules promoted by the new tax

A Audits and court cases are expected to increase. compliance law, it achieved tax payments and judicial settlement

p D R ) agreements exceeding USD991,000,000.
A Tax-related criminal investigation are expected to increase.

Tax governance approach or processes developments

Tax audits in Chile in 2025 are generally expected to for business taxpayers

increase in number and intensity.
A By the incorporation of the concept of tax sustainabilty,
.. taxpayers may obtain a public certification by entering into
Top audit issues (all taxes) a cooperation agreement with the tax authority, or getting

1. GAAR certification by third parties (regulation still to be issued).

2. Transfer pricing A Cooperative Compliance program to focus on international
standards, especially in regard to tax control frameworks.

3. VAT and tax refunds

Digital tax administration developments

A The implementation of Al in information management is being
sought, while maintaining concrete oversight based on human
intervention.

A The Sl has promoted the use of technology, emphasizing
electronic invoicing and declarations. Based on this information,
the institution itself proposes automatic declarations.
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Chile

Summary of tax rate and base changes

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and

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

CIT 27% 25% -7.4% Same Lower leaders in the jurisdictions
concerned and represents only

PIT 40% 40% ¢ S Gy the personal views of those
respondents.

VATl 19% 19% ¢ e e This information is current
as of 10 January 2025.




China Mainland 1
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Key issues to watch in 2025
A Implementation rules for the VAT Law

A Consumption tax (CT) reform

EY key contacts

Tax policy: Tax controversy:
Shirley Shen William Zhang
A X}~avCO " z©! ¥o©z 3¥ a3}z WZeh GCE

A Tax reform of Hainan Free Trade Port

Key drivers of tax policy change

A The Third Plenary Session of the 20th Central Committee of the
Communist Party of China (CPC) signaled major tax reform
directions including:

A Enhancement of the comprehensive and categorized
personal income tax system, focusing on unified taxation
of labor income and standardized taxation of business/
capital/property income, etc.

A CT reform and other fiscal measures as key priorities to
drive high-quality economic growth

A Standardization and optimization of tax incentives while
eliminating those that may hinder the common national
market and fair competition

A Optimize the tax policies to meet the development of digital
business models while supporting tax parity between
traditional and online operations

A Political Bureau of the CPC Central Committee & meeting on
26 September 2024 outlined the upcoming round of tax policy,
including the modification of tax policies related to the
differentiated taxation policies for ordinary and non -ordinary
residential properties, accelerating the reform of fiscal and
taxation system.

Significant tax developments in 2024

A X} ~ovCO® kVi av- -
take effect on 1 January 2026.

vO | voOzy w

A The Customs Duty Law marks a milestone in the development of
the tariff system.

A Water resources tax converted from former water resources
levy.

A Fully digital electronic invoices on a nationwide basis were
officially implemented.

1 ¢X} ~avC ~no ay
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A Chinese tax authorities are implementing a strategic framework
xzomadz"zy ¥o ¢ «¢tz w ¢v-A T«tz w
to build a more efficient tax system.

A Tax advance rulings are being introduced at the local level in
cities like Beijing and Chongging.

Significant tax developments expected in 2025
A The implementation rules of VAT to be announced in 2025

A CT reform, which would shift collection from production to the
sales stage

A X} ~ovCO "zO! ¥unu©z 2¥ 2}z WZeh GCE

A The personal income tax system to be further refined

A New tax reform for the Hainan Free Trade Port expected to be
announced in 2025, including CIT/PIT preferential tax policies
and turnover tax policies

A Tax policies to further guide the development of digital business
models

A Revision of tax preferential policies that conflict with the
principle of unified national market and fair competition

Major legislative activity that could include tax
A According to the 2024 Legislative Work Plan of the Standing

¥o OO¥EE%r2nz ¥ (GEGIZ veaW? ~ %oVt ez ¥| ¢z C
2024 Legislative Work Plan of the State Council, several
important pieces are in the pipeline and set to be deliberated
by the Standing Committee of the NPC:
A The revision of Tax Administration and Collection Law
A The draft CT Law
alz X} ~sv bv-~aoct¢tvoy «" ~@y~x?2~¥noC
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China Mainland
Expectations for tax policy

Developments in tax transparency requirements

A No new specific transparency requirements occurred in 2024 or
are expected in 2025.

Major multilateral or bilateral cooperation activities

A China has an ongoing commitment to OECD cooperation with a
focus on Pillar Two implementation.

A The Belt and Road Tax Administration Cooperation Forum
demonstrates China& commitment to international tax
cooperation and the Belt and Road Initiative G development.

Significant tax reform is expected in 2025.
Elections are not occurring in 2025.
R&D incentives are expected to stay the same.

Other business incentives are expected to increase to attract
investments in certain regions, such as Hainan Free Trade Port.

Corporate taxes
A The statutory corporate tax rate remains the same.

A From 2024 to 2027, enterprises can deduct 10% of up to 50% of
the cost of digitalizing and modernizing specialized equipment
against their CIT payable.

A All eligible enterprises can claim a 200% super deduction of R&D
expenses instead of 175% from 1 January 2023.

A Until the end of 2027, integrated circuit enterprises and
enterprises that produce and sell advanced industrial machinery
will be eligible for an enhanced CIT super deduction policy, i.e.,
the 220% super deduction of R&D expenses.

A Until the end of 2027, qualified small and micro -sized
enterprises are eligible for a 75% reduction on the part of taxable
income not exceeding RMB1 million for CIT calculation purposes
with the applicable CIT rate of 20%.

Taxes on digital business activity
A No specific DSTs are applied in China.

Taxes related to climate change or sustainability

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

A From 1 December 2024, organizations and individuals directly
using surface water or groundwater in China will be subject to
water resource tax instead of fees.
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Windfall taxes

A China does not currently impose windfall taxes.

VAT, GST or sales taxes

A From 1 December 2024, residential properties in Beijing,
Shanghai, Guangzhou, and Shenzhen sold after two years of
ownership are exempt from VAT, disregarding property type.

A From 24 April 2024, qualifying resource recovery enterprises
that issue reverse invoices when purchasing scrap from natural
12" ©¥8© -~¢¢C wz " z0O©, ¥n©O~w¢z {¥°
personal income tax.

Personal taxes

A Effective 1 January 2024, a nationwide tax -deferred policy for
personal pensions takes effect: annual contributions up to
RMB12,000 are tax -deductible, investment returns are tax -
deferred and withdrawals are taxed at a flat 3% rate rather than
being included in comprehensive income.

A The differential personal income tax policy on dividends from
companies listed on the National Equities and Exchange
Quotations (NEEQ) is extended through 2027.

Other
A Stamp duty (SD) tax

A From 1 October 2024 to 31 December 2027, SD preferential
treatments for corporate restructuring is expanded to cover
business restructuring, reorganization, bankruptcy
liquidation and public institution reform.

A Land appreciation tax (LAT)

A From 1 December 2024, in cities that have canceled the
standards for ordinary residences and non -ordinary
residences, taxpayers who build and sell ordinary standard
residences will continue to be exempt from LAT if the value
increment does not exceed 20% of the amount of deductible
items.

A Deed tax (DT) adjustments effective from 1 December 2024:
A For the first home purchase:

A If the area is 140 square meters or less, the deed tax rate
is 1%.

A If the area exceeds 140 square meters, the rate is 1.5%.
A For the second home purchase:

A If the area is 140 square meters or less, the deed tax rate
is 1%.

A If the area exceeds 140 square meters, the rate is 2%.



China Mainland

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A Implementation of comprehensive tax and fee reductions,
featuring a proactive policy outreach system that uses big data

to identify eligible taxpayers and deliver benefits automatically

Deployment of nationwide electronic tax system and digital
invoice platform

Enhanced oversight of local government tax incentives to
confirm compliance with national tax policies

Top tax enforcement or tax controversy development
expectations for 2025

Changes in tax audit approaches or methods

A No changes are currently expected.

Changes to dispute prevention or dispute resolution
tools or programs

A Advanced tax rulings have been piloted in several cities of China,

such as Shanghai, Beijing, Shenzhen, etc.

A The first tax court has been established in Shanghai to handle

tax-related legal cases specifically.

Tax governance approach or processes developments
for business taxpayers
U -~

A cDatay " ~-z8 a2v® | ¥-z @mvaxz~E 2¥ wz 2vjizm VO Vv £ ¥  2yna
principle to identify, monitor and manage crucial industries, China& multi-department joint audit mechanism is operating,
major tax categories and key tax -related matters the joint audit group has expanded from six to eight departments
< . . . -~a}1 algz ‘v'@~x~tvad~¥op ¥{ 2}z h«]’
A Leygraglng big data technology to _enhance'the quaI!Fy and . State Administration for Market Regulation. The eight -
efficiency of cross -border tax services for ¢ @ ¥ a * z ©~y z 8 & ©C GUAYment joint audit mechanism has established a new
€C¥«?w¥«oyC amlosttengthen@mse Aorder tax pattern of work that integrates efforts from administrative law
enforcement enforcement to criminal justice, covering the entire chain of
A Seeking tax certainty in the ever -shifting market reducing tax evasion.
Ailz yz-z¢¥! £zua ¥{ X} ~ovCO 3av® | ¥

Tax audits in China in 2025 are generally expected to
increase in number and intensity.

Top audit issues (all taxes)
Issuance (and acceptance) of false invoices
Abuse of preferential tax treatments

Tax compliance of high-net-worth individuals in emerging sectors
(including social media influencers and live -streaming
professionals)

Summary of tax rate and base changes

% rate
change

Top 2024

Top 2025

Tax type rate rate changes

CIT 25% 25% SEINE

Overall base

supported by the cross -regional and cross-departmental data
sharing function under the Golden Tax Phase IV system.

Digital tax administration developments

A The national e-tax bureau and electronic invoicing system
launched in 2024. Moving into 2025, it is expected that the tax
authorities will further enhance data -driven governance through
advanced analytics and risk profiling, requiring businesses to

further adapt to digital tax compliance standards.

The 2025 Tax Policy and
Controversy Outlook is a survey
of EY tax policy and controversy
leaders in the jurisdictions
concerned and represents only

Combined effect

SEINE

PIT 45% 45% Same

the personal views of those

Same
respondents.

VAT/sales 13% 13% Same
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This information is current

Same as of 10 January 2025.
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Colombia
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Key issues to watch in 2025
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EY key contacts

Tax policy: Tax controversy:

Catalina Sandoval, Margarita Salas

Margarita Salas, Ana Maria Barbosa,

Daniel Martinez

A The government has announced a new tax bill, accompanied by A Debt management, the commencement of pre -election
enhanced internal enforcement measures to make sure campaigns for the presidency and Congress, and budget cuts are
compliance with revenue collection targets. key issues to monitor closely. However, projections indicate

A Budaet cuts h : d audit and collecti forts by local stronger economic growth, a sustained decline in inflation and a

udget cuts have increased audit and coliection €tiorts by foca reduction in the unemployment rate.
tax authorities, especially for property, public lighting, and
industry and commerce taxes.

Key drivers of tax policy change A Tax bill on arbitration procedures in tax, customs and foreign

exchange matters archived

A Macroeconomic factors: GDP growth, inflation, public debt and ; ) )

A No approval for the budget allocation of tax benefits

exchange rate fluctuations

A Political and social factors: upcoming elections, social pressures
and raw material price dynamics

>

Fiscal needs of territorial entities: increased regional activity
driven by changes in consumption taxes

>

Government focus: efforts to reduce the fiscal deficit

Revenue diversification: need to offset the decline in revenues
from the oil and gas sector

>

Increased social expenditure incorporated into the national
budget

Significant tax developments in 2024

A Congressional rejection of a major tax reform bill that would
have raised almost COP10 trillion (roughly US$2.3 billion)
through new taxes and tax increases

A Ongoing implementation of Tax Reform Law 2277 of 2022
(e.g., taxes on ultra -processed foods)

A Court ruling confirming the deductibility of royalties, applicable
from tax year 2023 CFiscal Impact Decision

A Constitutional Court upholding the constitutionality of the 15%
minimum tax rate

A Strengthened enforcement by the tax authority to combat tax
evasion and avoidance, with increased oversight

A Expanded use of electronic invoicing and enhanced information
exchange between jurisdictions
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Significant tax developments expected in 2025

A

Introduction of a new tax bill aimed at raising revenue to fund
social assistance programs

Strengthening the use of technological tools to enhance tax
administration and compliance

Increased scrutiny of new taxes, such as environmental levies
and health-related taxes

Major legislative activity that could include tax

Announcement of the National Tax Reform Bill
Tax regulations addressing environmental issues

A new bill regarding the transfer of additional competencies to
territorial entities may include provisions on territorial taxes

Developments in tax transparency requirements

A
A

A

Enhancement of reporting obligations for taxpayers
Update to the decree on low - or zero-tax jurisdictions

Ongoing internal approval process for double taxation
agreements (DTAs) with the United Arab Emirates, Uruguay,
Brazil, Luxembourg and the Netherlands


mailto:Catalina.Sandoval@co.ey.com
mailto:Margarita.Salas@co.ey.com
mailto:Margarita.Salas@co.ey.com
mailto:Anamaria.Barbosa@co.ey.com
mailto:Daniel.Martinez1@co.ey.com

Colombia
Expectations for tax policy

Major multilateral or bilateral cooperation activities Taxes related to climate change or sustainability

A Enhancement of technological tools to enable the automatic A Modifications to the carbon tax are anticipated.

exchange of information between jurisdictions A The regulation of the National Program for Tradable GHG

Emission Quotas is expected, including the identification of the
Significant tax reform is expected in 2025. sectors and industries involved.
A A new tax regulation on environmental issues is expected.

Elections are not occurring in 2025.

Windfall taxes

R&D incentives are expected to decrease. . ; : o
. A The current rate is 15%, with a potential increase to 20% as part

of the proposed tax bill.
Other business incentives are expected to decrease.

VAT, GST or sales taxes

; A The new tax hill is expected to introduce or include a tax on
A Corporate tax rate: The standard rate will remain at 35%, with a online gambling.

potential reduction for small businesses, as initially proposed in

the tax reform bill that was not processed in 2024.

) ) ) Personal taxes
A General tax rate (35%) for free trade zones: This rate applies to

income other than export revenues. As per the Constitutional A A potential increase in tax rates for higher income brackets is
Court ruling, the provision is limited to new free trade zones being considered.
and those whose qualification has expired.

Corporate taxes

A Minimum tax rate: The minimum tax rate remains in effect Other
{¥¢C¢¥-~0| 22}z X¥o002~2«2~¥ove X¥« 2CO "«t¢t~o| v{{~"£~nm| 2}z
constitutionality of the provision. A General guidelines for the 2025 austerity spending plan are
expected to be outlined.
Taxes on digital business activity A Modifications to property taxes are anticipated.
A The new tax bill by the government is expected to introduce or
include a tax on online gambling, a measure that was part of the
2024 tax bill presented by the government but not approved by
Congress.
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Colombia

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A The Constitutional Court ruled to uphold the constitutionality of
the minimum tax rate.

A Supervisory actions by the National Tax and Customs Authority
(DIAN, per the Spanish acronym) in connection with criminal
investigations were enhanced, particularly concerning VAT and
withholding tax compliance.

A There was increased audit activity related to electronic invoicing
compliance.

Top tax enforcement or tax controversy development
expectations for 2025

A Emergence of controversies is expected regarding the
interpretation of Law 2277 of 2022, particularly in relation to
new taxes, Significant Economic Presence, the minimum tax
rate, as well as environmental taxes and health taxes (e.g., on
food and beverages).

A Increased automation and digitalization of processes by DIAN
to enhance efficiency in tax administration and compliance are
expected.

Tax audits in Colombia are anticipated to rise in both
volume and scrutiny in 2025.

Top audit issues (all taxes)
1. Transfer pricing
2. Electronic invoice

3. Payments abroad

Summary of tax rate and base changes

Changes in tax audit approaches or methods

A An increase in DIAN audits is anticipated.

A Extensive inspections, reporting obligations and the
implementation of larger -scale compliance programs are
expected.

Changes to dispute prevention or dispute resolution
tools or programs

A Anincrease in staffing at DIAN is expected, along with expanded
audit programs.

A Tax audits are expected to focus primarily on large taxpayers.
A DIAN is actively reviewing new APAs.

A Thereis a growing emphasis on MAPs by DIAN.

Tax governance approach or processes developments
for business taxpayers

I\ Strengthen internal tax controls and improve information
exchange between tax authorities

Digital tax administration developments

A Challenges in the automatic processing of refunds for tax
balances in favor of individuals

Top 2024 Top 2025 % rate Overall base The 2025 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% 39% ¢ Same Same the personal views of those
respondents.

VAT/sales 19% 19% Cc Same Same Ve IrfEnriEiior” 15 cuiE!
as of 10 January 2025.
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Costa Rica
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Key issues to watch in 2025
A Implementation of Pillar Two of BEPS 2.0

Tax bills submitted by the Executive Branch to Congress,
including bills to reform the corporate income tax and the
Tax Code

EY key contacts

Tax policy: Tax controversy:
Luis Ocando, Daniel Quesada Rafael Sayagués

A Improvement in tax collection as well as controls and tax audits
of taxpayers

Key drivers of tax policy change

A GEGK ~© vem z¢zx23~¥m ~—zv A O¥
significant tax reform to be approved in the Congress. However,
this does not imply that there will be no pressure from the
government to pass significant tax reforms if needed or
requested by international bodies.

A There is 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.

A The government needs to achieve stabilization of public finances
and increase revenue collection.

A Implementation of Pillar Two and potential redesign of tax and
nontax incentives will likely drive change.

Significant tax developments in 2024

A The tax authority published new regulations and new technical
provisions for electronic invoices (version of the Annexes and
Structures 4.4).

A The stamp tax was repealed.

Significant tax developments expected in 2025

A Implementation and kick -off of the new digitalization program
of2}z av® v«@}¥" ~323" A jo¥-o VO
expected to be in operations in the second half of 2025.
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Major legislative activity that could include tax
a } z ‘Az Rillar Two-inSpterhentation{ andvta® incentites @ ~  { ¥ °

A Legislative procedures on bills filed by the Executive Branch

Developments in tax transparency requirements

A The tax administration has made significant progress in
approving necessary reforms to improve the rating in the Global
Forum peer review of the AEOI. These changes have included
the approval of regulations to supervise and monitor reporting
entities, as well as the publication of audit criteria for reporting
entities to verify compliance with the CRS.

A Resolution N° MH-DGT-RES0025, related to rules for reporting
by digital platform operators and exchange of information was
issued.

Major multilateral or bilateral cooperation activities

A No new activities are currently expected.

¢lvx~zayv Y~|~2v¢AC -} ~x} ~0O
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Costa Rica
Expectations for tax policy

Significant tax reform is not expected in 2025. Taxes related to climate change or sustainability
A No significant changes are expected in 2025.
Elections are not occurring in 2025.
Windfall taxes
R&D incentives are expected to stay the same. A None apply or are expected.

Other business incentives are expected to stay the same. VAT, GST or sales taxes

A No significant changes are expected in 2025.
Corporate taxes

A No significant changes are expected in 2025. However, the Personal taxes
Executive Branch submitted a bill to comprehensively reform : e ;
the corporate income tax law. A No significant changes are expected in 2025.

Taxes on digital business activity

A No significant changes are expected in 2025.




Costa Rica
Expectations for tax enforcement and tax controversy

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

in 2024 A There are no significant changes in tax audit approaches or

A Significant pressure over taxpayers in tax audits, with focus on methods. It is possible that there will be new approaches or
cross-border transactions and transfer pricing methods as the tax authority becomes more digitally advanced.

A Actions on taxpayers to reduce tax evasion, such as the sale and
use of false invoices Changes to dispute prevention or dispute resolution

A Use of information obtained through exchange of information tools or programs

with other jurisdictions (such as CRS) for tax audits A No changes are currently expected.
Top tax enforcement or tax controversy development Tax governance approach or processes developments
expectations for 2025 for business taxpayers
A Executive Branch pressure to pass the Tax Code reform bill, A There are no advanced tax governance nor cooperative

which would give greater powers to the tax authority to verify compliance programs in place.

tax obligations and audit taxpayers )
P ) A The tax authority has created spaces, such as discussion forums,
A Significant controls and audits on taxpayers expected to promote co -operative compliance and a voluntary compliance

approach among the group of large taxpayer s.
Tax audits in Costa Rica in 2025 are generally
expected to stay the same in number and intensity. Digital tax administration developments
A New provisions on electronic invoicing, with which all taxpayers
Top audit issues (all taxes) must comply, were published by the end of 2024 and will enter

_ in force for the second half of 2025.
1. Deductible expenses

_ ) A The major change in digital tax administration development is

2. Withholding taxes expected in the second half of 2025, when the new digitalization

3. Transfer pricing I B T O A ek
into operation.

Summary of tax rate and base changes

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and
Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 30% 30% Cc Same Same leaders in the jurisdictions

concerned and represents only
the personal views of those

PIT 25% 25% c Same Same
respondents.

This information is current

VAT/sal 13% 13% >
/sales 3% 3% C Same SR as of 10 January 2025.
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Croatia

Return to Contents

Key issues to watch in 2025

A New property tax
A h}v z}¥cecyz ©C -stbmission of tag returds¥

EY key contacts

o ¥ao

Tax policy: 5 Tax controversy: 3
bv$v #v ~T bv$v #v ~T
A Reduced taxation of annual income

>

Refund of Croatian VAT now possible for all non -EU businesses

Key drivers of tax policy change

A Strengthening tax discipline

A Further digitalization and administrative relief
A Further reduction of the tax on labor
A

Equalizing health insurance contributions for all stakeholders
in the labor market

>

Encouraging the return of Croatian citizens for demographic
goals and labor market needs

>

Change in the tax on income from short -term rentals

A Improvement of the property taxation system

Significant tax developments in 2024

A Tax reform in 2023/2024 included amendments to several tax
acts, such as:

A PIT Act (elimination of city surtax, new PIT rates determined
by local self-government units for annual income, etc.)

A CIT Act (mostly concerning WHT)

A VAT Act (possibility of output VAT adjustments in relation
to bad debts, requirements for payment service providers
to collect information on cross -border payments, etc.)

A Pillar Two was implemented.
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Significant tax developments expected in 2025
A Changes to payroll calculations due to PIT Act amendments
A New property tax introduced

A Further Pillar Two implementation expectations by end of 2025

Major legislative activity that could include tax

A Several tax laws have been changed with most of those
provisions effective from 1 January 2025 (including PIT Act,
VAT Act, General Tax Act, Local taxes Act).

Developments in tax transparency requirements

A Developments in 2024 concerned public CbCR, CESOP, DAC 7,
implementation of automatic exchange of information regarding
the arrangements for avoiding the common reporting standard,
and nontransparent offshore structures.

Major multilateral or bilateral cooperation activities

A Ongoing commitment to OECD cooperation with a focus on
Pillar Two implementation

A Expected ratification of DTT with USA
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Croatia
Expectations for tax policy

Significant tax reform is not expected in 2025.
Local elections will be held on 18 May 2025.
R&D incentives are expected to stay the same.

Other business incentives are expected to increase following
the amendments to the Investment Promotion Act.

Corporate taxes

A Last corporate tax changes occurred in 2023/2024 included,
among other things:

A Abolishment of WHT on market research, business and tax
consulting services, and of WHT on interests and royalties
paid to entrepreneurs from the EEA abolished

A Increase of WHT rate for non -cooperative jurisdictions

A Increase of non-taxable amount of donations

Taxes on digital business activity

A No developments are currently expected.

A Recent amendments to the VAT Act and the General Tax Act
specify that:

A Services such as access to cultural, sports, educational,
and similar events transmitted over the internet or made
available to customers in a virtual form are taxed in the
location of consumption.

A Execution of online payment transactions in favor of business
entities that illegally carry out economic activities on the
internet is prohibited, and the execution ban is enforced by
payment service providers in the Republic of Croatia.
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Taxes related to climate change or sustainability

A CBAMrelated developments, such as expected registrations for
authorized CBAM declarant status

Windfall taxes

A No developments are currently expected.

VAT, GST or sales taxes
A Recent amendments to the VAT Act include among other things:

I\ Possibility of refund of Croatian VAT for all non -EU
businesses (no requirement of reciprocity)

A Increased VAT registration threshold

Personal taxes
A Recent amendments to the PIT Act include among other things:
A Reduced taxation of annual PIT

A Exemption from paying PIT on salaries for repatriated
Croatian citizens

A Changes to health insurance contribution exemptions

A Increased taxation of tourist (short -term) rentals

Other

A Mandatory property tax introduced as a replacement for the

optional vacation home tax

A To facilitate tax collection, possible for shareholders to be held

liable for the payment of tax if the company fails to file tax
returns



Croatia
Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments Top audit issues (all taxes)
in 2024 1. Transfer pricing and deductibility of costs
A Implementation of new tax legislation (VAT Act, PIT Act, Tax 2. Deemed income based on an assessment of sufficient
Consultancy Act) L ¥Y{~ayw~¢~2" a}ya -0© m¥a wvOzy ¥
z-vet«va~¥o ¥{ ay® v z OC w«O©~nz0©OO
Top tax enforcement or tax controversy development 3. VAT carousel frauds
expectations for 2025
A Implementation of new tax legislation, particularly concerning Changes in tax audit approaches or methods
the following:

) ; A There were no changes in tax audit approach or methods.
A h}v 'z} ¥¢yz  OC -stibmission 6f taRk returfs¥ =~ o ¥ o

A Statute of limitation for the right to collect taxes not running Changes to dispute prevention or dispute resolution
in cases in which the tax authority was unable to initiate
tools or programs

collection procedure

A Exceptions allowing tax inspections to commence within a A No developments are currently expected,

period of six years (instead of three) from the beginning of
the statute of limitation period extended to cover more

cases (e.g., when a taxpayer is involved in cross -border .
transactions, when there is reasonable suspicion of certain for business taxpayers

criminal offences) Ai}Z ¥wWe~| va~¥o 2a¥ «©z ayv® v«?d} ¥ ~c:
(e-Porezna) portal is extended to all legal and natural persons,

Tax audits in Croatia in 2025 are generally expected including corporate profit taxpayers, self -employed individuals,
individuals receiving income from the rental of housing or for

to stay the same in number and/or intensity. tourism and crew members of ships in international navigation.

Tax governance approach or processes developments

Digital tax administration developments

Adwe~|va~¥o 8¥ «©z 3v® v«a}¥  ~3a CO
extended.

A Tax acts and related documents may be delivered electronically
2Y «©z " © ¥{ 2}z av® v«a} ¥  ~a"CO z
user is deemed to give explicit consent to this delivery method
by registering or logging in.

Summary of tax rate and base changes

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and
Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 18% 18% Cc Same Same leaders in the jurisdictions

concerned and represents only
the personal views of those
respondents.

PIT 35.4% 33% 6.8% Lower Lower

This information is current

0 0 A
VAT/sales 25% 25% C SEINE SEINE as of 12 February 2025,
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Cyprus

Return to Contents

Key issues to watch in 2025

A

> >

Pillar Two implementation
Transfer pricing legislation implementation

Upcoming Cyprus tax reform under consultation in 2025

Tax policy:
Philippos Raptopoulos

EY key contacts

Tax controversy:
Simos Simou

A VAT on immovable property amendments; in particular, building
disposals

A Introduction of green taxes (water, carbon, tourism, landfill)

Key drivers of tax policy change

A

Issuance of additional guidance notes and FAQs relating to the
practical implementation of the new transfer pricing legislation,
introduced as of 1 January 2022

Introduction of Pillar Two legislation, which will allow the
government to observe practical issues relating to the
implementation of the new minimum tax

To comply with the requirements of the EU Resilience and
Recovery (RRF) plan, Cyprus to introduce defensive measures
{¥" v £zo20© 2%¥
non-cooperative jurisdictions

Significant tax developments in 2024

A

A

Consultation relating to the introduction of defensive measures
for payments to low tax jurisdictions

Introduction of the Pillar Two legislation with retroactive effect

Significant tax developments expected in 2025

A

>

Practical application of the rules on transfer pricing
Practical application of the Pillar Two rules

Green taxation introduction and mitigation measures
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Major legislative activity that could include tax
A Issuance of circular on controlled foreign company rules

A Issuance of circular on the practical application of the new
withholding tax rules

Developments in tax transparency requirements

A Ongoing monitoring and information requests by the tax
authorities in relation to DAC 6

S ~m)ﬁq:(ﬁnﬁo%nﬁcorTstJItatia(\)r}oF\DA&:j9C© B=O8 L
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Cyprus
Expectations for tax policy

Significant tax reform is expected in 2025 given an open
governmental project for the Cyprus tax system review. The exact
enactment and implementation timing is not yet known.

Elections are not occurring in 2025.
R&D incentives are expected to stay the same.
Other business incentives are expected to stay the same.

Corporate taxes

A No major changes are expected in terms of the corporate tax
rate other than the Pillar Two implementation impact for those
companies that are affected.

Taxes on digital business activity

A The introduction of new taxes on digital business activity are
expected to follow and be aligned to any relevant EU legislative
initiatives.

Taxes related to climate change or sustainability

p=

Carbon taxes on fossil fuels and high -emitting industries
A Water taxation on selected activities

A Landfill taxes and pay as your throw levies

Windfall taxes

A No changes are currently expected.

VAT/GST or sales taxes

A VAT on immovable property changes regarding buildings
disposal

Personal taxes

A No major changes are expected in terms of personal taxes
subject to tax reform consultation.

Other

A Tourism tax per accommodation night




Cyprus
Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments Changes in tax audit approaches or methods
in 2024 1. Utilisation of data via their new TFA digital portal
A The Cypriot tax authorities continued to perform routine audits 2. Recruitment of additional officers to handle joint direct and
for large ta_xpayers._ln addition, they perfo_rme_d tax examlnqtlgns indirect tax (VAT)
to companies applying for voluntary examination (e.g., obtaining .
Vv 3v® x¢tzv ' vexz xz a~{~xvd&z vO© |v~'2a ¥{ v x¥flvoe CO ¢~8«~yvad~¥po ¥-
legal migration). Changes to dispute prevention or dispute resolution
A Examinations are also spawned by refund requests. tools or programs
A The authorities carry out sectoral examinations from time to A No changes are currently expected other than a review of the
time. With respect to collection mechanisms, the Commissioner Tax Tribunal operation.

has certain powers which must be observed by taxpayers.

Tax governance approach/processes developments

Top tax enforcement or tax controversy development for business taxpayers

expectations for 2025 A Tax authorities expected to continue enhancement of tax
A Transfer pricing challenges are expected to arise. corporate governance requirements

A VAT data will be used in direct tax audits and vice versa. A Tax reviews becoming more granular in data production

requirements
Tax audits in Cyprus in 2025 are generally expected to A Anticipated review of tax circulars and re -issue of updated ones
increase in number and intensity.

Digital tax administration developments

Top audit issues A A new tax portal (Tax For All) was introduced in 2024, and its
application is extended to a number of new areas of the tax laws,

1. Transfer pricing: The introduction of transfer pricing legislation . M "
P 9 P gleg including filing of requests and additional returns.

is expected to increased attention on transfer pricing matters.
Previously, only intragroup financing transactions have been A Per the RRF, there is a commitment to digitize the tax
covered. administration.

2. Disallowance of expenses is expected to remain as one of the
most frequent challenges made by the tax authorities within the
process of a tax examination.

3. Other issues that receive attention include VAT treatment of
FinTech, immovable property transactions, payment processing
systems, holding Cfinancing companies, missing trader fraud,
loyalty schemes, input VAT recovery and EU ETS implications.

Summary of tax rate and base changes

Top 2024 Top 2025 % rate Overall base The 2025 Tax Policy and
Tax type rate rate change changes Combined effect Controversy Outlook is a survey
of EY tax policy and controversy
CIT 12.5% 12.5% Cc Same Same leaders in the jurisdictions

concerned and represents only
the personal views of those
respondents.

PIT 35% 35% c Same Same

This information is current

0 0 .
VAT/sales 19% 19% c Same Sl as of 10 February 2025.

Page 48



=+

i - A 1 1 F 2 | V y “‘l
J‘J-f‘xl i ] - T \!
EY key contacts

Cze C h Re p u b I I C Tax policy: Tax controversy:

Luciew E} ¥ = % gvyzi bva«$2E;
Return to Contents
Key issues to watch in 2025
A BEPS 2.0 Pillar Two Law amendment A Planned changes to the tax code
A Major reform of tax and accounting laws A Budget deficit reduction
Key drivers of tax policy change A Amendments to the tax code are being prepared and
p ; . ) ) ; adjustments could come into effect during 2025 or at the
A Compliance with BEPS 2.0 Pillar Two OECD interpretations beginning of 2026.
A Modernization and Simplification Of eXiSting ruleS to better align A From 1 January 2025' an amendment to the VAT Act comes
with current economic and technological conditions into effect, bringing major changes to VAT for small businesses.
A Compliance with international standards and trends
A Focus on anti-avoidance measures Major legislative activity that could include tax
A Healthy public finance A No additional major legislative changes are being discussed at
5 . the moment (besides the expected tax developments).
A Efforts to balance the tax responsibility between employees and ( P P )

other laborers (self -employed, temporary workers, etc.)
Developments in tax transparency requirements

Significant tax developments in 2024 A Public CbCR rules implemented and applicable for accounting

< : . eriods starting on 22 June 2024 or later
A A large tax reform took effect in the Czech Republic on P 9

1 January 2024. The reform included changes in tax rates (CIT A Expected EU amendment of DAC setting a framework for
and VAT), adjustments in the budget allocation of tax revenues facilitating the exchange of GIoBE Information Return
toward the state budget and limits to selected tax exemptions.

A BEPS 2.0 Pillar Two was implemented, with QDMTT applicable Major multilateral or bilateral cooperation activities

from 1 January 2024. )
A Generally, Czech Republic enters into a significantly growing
number of mutual agreement procedures.
Significant tax developments expected in 2025

A Adoption of the new act on accounting and related amendment
of the Czech Income Taxes Act is expected in 2025 (with
effective dates still unclear).

A Adoption of amendment of BEPS 2.0 Pillar Two Law with the aim
of qualifying for QDMTT and QDMTT Safe Harbor is expected in
2025.

A The tax exemption on the sale of securities is likely to be
extended to crypto assets.
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Czech Republic

Expectations for tax policy

Significant tax reform is expected in 2025.

Elections C The elections to the Chamber of Deputies of the
Parliament of the Czech Republic are expected to take place
between late September and early October 2025.

R&D incentives are expected to stay the same.

Other business incentives are expected to stay the same.

Corporate taxes

A The corporate income tax rate is expected to stay at 21%.

A Adoption of the new act on accounting and related amendment

of the Czech Income Taxes Act is expected in 2025 (with
effective dates still unclear).

Taxes on digital business activity

A Consideration of a digital tax is currently on hold.

Taxes related to climate change or sustainability

A A draft of CBAM legislation is currently being discussed in
parliament.

Windfall taxes

A For years 2023 2025, a windfall tax applies to companies
with significant activities in the areas of electricity and gas
production, and trade, banking, fossil fuel extraction and
production, and distribution of petroleum and coke products.
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VAT, GST or sales taxes

A There are two VAT rates: standard (21%) and reduced (12%).

A Changes in obligatory VAT registration threshold computation
include:

A EU threshold of CZK2,536,500 C VAT registration becomes
effective the next day.

A National threshold of CZK2 million CThe VAT registration
may become effective the next day after the threshold has
been exceeded or at the beginning of next year depending on
whether application for VAT registration has been submitted.

A Simplification of VAT implications in real estate will be effective
from 1 July 2025.

A The deadline for input VAT deduction has been reduced from
three to approximately two years (time period may vary
depending on the date of supply).

A The deadline for correcting the VAT base has been extended to
seven years.

Personal taxes

A The capital gain tax exemption cap (CZK40 million per tax year)
is effective from 1 January 2025.

A Tax exemption of the sale of securities is likely to be extended to
crypto assets.

A Additional amendment of rules for taxation of employee stock
option and share plans is currently in the approval process,
which would reintroduce the tax rules valid before 2024. The
current mandatory deferral of taxation effective from 1 January
2024 would be subject to an opt -in mechanism only (including
2024 events).

Other

A Excise duty on tobacco, including heated tobacco products and
alcohol, will be increased significantly in 2025 and over the
following years.



Czech Republic

Expectations for tax enforcement and tax controversy

Top tax enforcement or tax controversy developments
in 2024

A There has been an increase in tax audits after a decline during
the COVID-19 pandemic.

A Czech tax authorities continue to focus on the use of data
analytics for tax audits.

A Czech tax authorities frequently focus on Czech manufacturers
(typically in automotive industry) who are in a loss -making
position because of the COVID-19 pandemic or difficult
conditions in the industry.

A As aresult of a change in case law, a late refund of interest on
an incorrect tax assessment by the tax authorities is subject to a
second (and further) interest charge.

A Tax authorities started to use nudge letters as a form of informal
communication with taxpayers.

Top tax enforcement or tax controversy development
expectations for 2025

A A continued focus on TP rules enforcement and anti -avoidance
measures application using data analytics as the starting point
for tax audits

A Given some important tax policy changes in previous years
(windfall tax implementation, limitations of tax exemptions,
~ax"zvOzy 22v®
potential avoidance of new rules possible

A Late refund of interest on an incorrect tax assessment by the tax
authorities to no longer be subject to any other interest charge
by law

Summary of tax rate and base changes

Top 2024 Top 2025 % rate

Tax type rate rate change

‘"vazO>A 2Vv® v«a} ¥©

Overall base
changes

Tax audits in Czech republic in 2025 are generally
expected to stay the same in number and intensity.

Top audit issues (all taxes)
1. Transfer prices CTP set-up, cost + margin
2. Withholding tax Cbeneficial ownership declaration

3. Incentives and R&D Celigible costs, administrative
requirements , focus on R&D criteria fulfillment

4. Disallowance of expenses from services Cinsufficient
documentation that the costs were incurred in order to
generate, maintain and assure taxable income

5. VAT Ccarousel frauds, documentation to support input VAT
claim

Changes in tax audit approaches or methods

A No developments are expected in 2025.

Changes to dispute prevention or dispute resolution
tools or programs

A No developments are expected in 2025.

~28~7@0C ~ox ' z7zv@~an ¥ X « a
Tax governance approach or H)roc%sses é@eveﬁopments
for business taxpayers

A No developments are expected in 2025.

Digital tax administration developments

A The digital tax bill was not approved before the elections in
2021, and the initiative was then abandoned.

The 2025 Tax Policy and
Controversy Outlook is a survey
of EY tax policy and controversy

Combined effect

CIT 21% 21% Cc Same Same leaders in the jurisdictions
concerned and represents only
PIT 15%, 23% | 15%,23% | C Higher Higher iz jpzrsenst wiEws o iess
respondents.
0 0 0 0 . fe L
VAT/sales (0)%, 12%, | (0)%, 12%, | Same Same This information is current

21% 21%
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as of 10 January 2025.




Denmark

Return to Contents

Key issues to watch in 2025

A

A

Measures to improve the tax treatment of business
entrepreneurs

Reform of the R&D incentive

EY key contacts

Tax policy: Tax controversy:
Jens Wittendorff Justin Breau

A Implementation of BEPS 2.0

>

Implementation of to EU Directive on crypto assets

Key drivers of tax policy change

A
A
A

Improve taxation of business entrepreneurs
Protection of the tax base

Improving the rights of taxpayers

Significant tax developments in 2024

A

A reform of the taxation of individuals reducing the taxation of
most taxpayers, but also introducing a new top -top tax of 5% for
income in excess of DKK2.5 million

Significant tax developments expected in 2025

A

>

Reduction of gift and inheritance taxation on the transfer of
family businesses, and introducing objective rules for the
calculation of fair market value of businesses

Reduction of the taxation of investments in unlisted companies
and other measures aimed at improving the tax treatment of
business entrepreneurs

A reform of tax subsidies whereby the R&D incentive is improved
by increasing tax deduction for qualifying R&D expenses from
110% to 120%, and where an upfront 100% deduction for
investments in patents and know -how, and software, are
transformed into annual amortization

Improving the rights of taxpayers faced with criminal charges

Implementation of the changes to EU Directive 2011/16/EU on
administrative assistance in relation to crypto assets (DAC 8)
and introduction of new domestic rules on the taxation of crypto
assets

Implementation of Amount B under Pillar I, amendments of

the Global Minimum Taxation Law (Pillar Two) and introduction
of new exemptions from transfer pricing documentation
requirements

Page 52

Major legislative activity that could include tax

A No changes are currently expected.

Developments in tax transparency requirements

A Changes to the anti-hybrid mismatch rules addressing hybrid
entities are expected. The purpose of the new rules will be to
close aloophole making it possible to create stateless (tax
exempt) income.

Major multilateral or bilateral cooperation activities

A No new activities

















































































































































































































































































































































































































































































































































































