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Welcome to our Q2 2026 IFRS Quarterly Tax Developments publication, which focuses on income tax
developments that could affect International Financial Reporting Standards (IFRS) accounting.

Here we describe certain tax developments previously summarized in EY Tax Alerts or other EY
publications or identified by EY tax professionals or EY foreign member firms.

We compile this information because we recognize that, for many companies, a significant aspect of
accounting for income taxes is identifying changes in tax law and other events when they occur so the
accounting can be reflected in the appropriate period. This publication, however, is not a
comprehensive list of all changes in tax law and other events that may affect income tax accounting.

This edition covers certain substantively enacted, enacted and effective tax legislation, as well as
regulatory developments, legislative proposals and other items, including developments on the
Organisation for Economic Co-operation and Development (OECD) global minimum tax rules under
Pillar Two identified through 15 June 2026, except as noted.

You can access the EY publications referenced in this document through our Global Tax News Update
website for more information.
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Tax developments

Legislation substantively enacted (or enacted) or effective in the second
quarter of 2026

Canada — On 18 June 2026, Canada enacted legislation allowing companies to elect accelerated
depreciation, in the form of an enhanced first-year deduction, for eligible greenhouses acquired after 3
November 2025 and available for use before 2034. The size of the deduction depends on when the
greenhouse becomes available for use. Other changes include modifying the definition of a zero-emission
vehicle to preclude Canadian businesses from claiming both accelerated depreciation on zero-emission
vehicles and rebates on the same vehicles under the Electric Vehicle Affordability Program. This change
is retroactively effective as of 16 February 2026. See Tax Alert 2026-1330, dated 19 June 2026.

Finland — On 24 April 2026, Finland enacted legislation with detailed rules for attributing income to a
permanent establishment (PE), consistent with guidance from the Organisation for Economic Co-
operation and Development (OECD). The changes are effective 1 January 2027. See Tax Alert 2026-
1071, dated 14 May 2026.

Japan - For fiscal (not calendar) years beginning on or after 1 April 2026, companies are subject to a 4%
special defense surtax on their corporate tax liability. The changes were enacted 31 March 2025.

United States: federal, state and territories

Arkansas — On 6 May 2026, Arkansas enacted legislation reducing the highest corporate income tax
rate to 4.1% from 4.3%. The rate applies to corporations with net income exceeding $11,000 and is
effective for tax years beginning on or after 1 January 2027.

Colorado - On 3 June 2026, Colorado enacted legislation making worldwide combined reporting the
default filing methodology for tax years beginning on or after 1 January 2027. Companies can make a
water's-edge election, which is binding for 10 years, on their timely filed original return. For electing
taxpayers, the water’'s-edge group consists of all domestic members of the affiliated group, including:

®  Domestic 80/20 corporations

®  Foreign corporations with at least 20% of their property and payroll in the US
®  Domestic international sales corporations

®  Export trade corporations

®  Corporations incorporated in tax-haven jurisdictions

The water's-edge return includes income (and related apportionment factors) effectively connected with
a US trade or business of otherwise excluded members. The water's-edge return also includes the
income (and related apportionment factors) of an affiliated entity that is resident of a country that does
not have a treaty with the US and earns more than 20% of its net income from payments for services and
intangibles that are deductible from the income of the water's-edge group members.

The new law also:

®  Allows companies to eliminate dividends, subpart F income and net controlled foreign corporation
tested income (NCTI) between members of the combined group from their Colorado tax base

® Removes Liechtenstein from Colorado’s list of tax havens and requires the Department of Revenue
to periodically evaluate whether each of the listed jurisdictions should remain on the list

®  Repeals the deduction for wages and salary expenses that are not deductible for federal income
purposes under Internal Revenue Code (IRC) Section 280C
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®  Requires companies to include in their state tax base any capital gain or appreciation that is
otherwise excluded from federal gross income and related to an opportunity fund (except for gain or
appreciation from a Colorado Qualified Opportunity Fund)

The changes are effective 1 January 2027. For a discussion of the legislation after its approval in the
legislature, see Tax Alert 2026-1129, dated 26 May 2026.

Connecticut — On 26 May 2026, Connecticut enacted legislation decoupling from the following federal
tax provisions as modified by the One Big Beautiful Bill Act (OBBBA):

= |RC Section 174A on domestic research and experimentation (R&E) expenditures (for years
beginning on or after 1 January 2025 and before 1 January 2026)

=  The transition elections under Section 70302(f) of the OBBBA

= |RC Section 168(n) on a special depreciation allowance for qualified production property (for years
beginning on or after 1 January 2026)

Connecticut also adopts IRC Section 174 as that provision existed on 3 July 2025 for R&E expenditures
paid or incurred on or after 1 January 2022 and before 1 January 2026.

Georgia — On 11 May 2026, Georgia enacted legislation reducing the corporate income tax rates to
4.99% from 5.19%, effective for tax years beginning on or after 1 January 2026. Starting in 2027, the
rate will decrease by 0.125% annually until it reaches 3.99%. The annual rate reduction will be delayed
by one year for each year that certain conditions are met.

The new law also repeals various corporate tax credits, including tax credits for:

= Manufacturers of personal protective equipment

= Manufacturers of medical equipment and supplies, pharmaceuticals and medicine

= Alternative fuel, low-emission and zero-emission vehicles and electric vehicle chargers
= Businesses headquartered in the state that create new full-time jobs

= Businesses engaged in manufacturing cigarettes for exportation

The repeal is effective for tax years beginning on or after 1 January 2026.

Hawaii — On 21 May 2026, Hawaii enacted legislation limiting availability of the income tax credit for
renewable energy technologies to tax years beginning before 1 January 2030. The legislation also
repeals various income tax credits, including:

= The tax credit for renewable fuels production (repealed for tax years beginning after 31 December
2028)

= The tax credit for technology infrastructure renovation (repealed on 1 January 2028)
= The business investment tax credit for high technology (repealed on 1 January 2029)
= The tax credit for research activities (repealed on 1 January 2029)

On 26 May 2026, Hawaii enacted legislation updating its date of conformity to the IRC to 31 December
2025 (from 31 December 2024), effective for all tax years beginning after 31 December 2025. Hawaii
law decouples from federal tax provisions as modified by the OBBBA, including:

= |RC Section 174A on domestic R&E expenditures

= |RC Section 174 on amortization of foreign R&E expenditures (provision adopted as it existed on 31
December 2024)

= |RC Section 168(n) on a special depreciation allowance for qualified production property

The changes are effective upon enactment and apply to tax years beginning after 31 December 2025.
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lowa— On 15 May 2026, lowa enacted legislation allowing companies to subtract NCTI from their state
income tax base. Specifically, the law change removes the reference to global intangible low-taxed
income (GILTI). The change applies to income included under IRC Section 951A and applies retroactively
to tax years beginning on or after 1 January 2026.

Kansas — On 27 April 2026, Kansas repealed statutory references to GILTI in state adjustments for
income under IRC Section 951A. Taxpayers must subtract 100% of income under IRC Section 951A from
their state tax base before claiming a deduction under IRC Section 250(a)(1)(B). The changes apply to
tax years beginning on or after 1 January 2027.

Kentucky — On 14 April 2026, Kentucky enacted legislation updating its date of conformity to the IRC to
31 December 2025 from 31 December 2024. The new law aligns Kentucky with the tax changes in the
OBBBA, except for decoupling from the following federal tax provisions as modified by the OBBBA:

= |RC Section 174A on R&E expenditures

= |RC Section 181 on the deduction for qualified film, television, live theatrical and sound recording
productions

= |RC Section 163(j) on the limitation on deductions of business interest expense

The legislation also delays the deferred tax deduction for certain combined taxpayers (i.e., publicly
traded companies and certain affiliates) by another two years to tax years beginning on or after 1
January 2028. See Tax Alert 2026-0815, dated 7 April 2026.

Subsequently, on 27 April 2026, the state enacted legislation clarifying that taxpayers may subtract
domestic R&E expenditures under IRC Section 174, as it existed on 31 December 2024, from their
Kentucky tax base.

Maine — On 10 April 2026, Maine enacted legislation updating its date of conformity to the IRC to
31 December 2025 from 31 December 2024. The new law aligns Maine with the tax changes in the
OBBBA, except for decoupling from the following federal tax provisions as modified by the OBBBA:

= |RC Section 174A on R&E expenditures (by phasing-in conformity over multiple years)

= |RC Section 168(k) on a special depreciation allowance for qualified property and qualified
improvement property (QIP)

= |RC Section 168(n) on a special depreciation allowance for qualified production property

= |RC Section 1400Z opportunity zones (requires taxpayers to add back gain excluded from federal
gross income under IRC Section 1400Z-2(a) from investments in qualified opportunity zones after
31 December 2026)

The new law also updates the state statutory references to IRC Section 951A inclusions by changing the
reference to GILTI to NCTI.

Maryland — On 8 April 2026, Maryland enacted legislation decoupling from the special depreciation
allowance for qualified production property under IRC Section 168(n). The new law also modifies the
special depreciation allowance for qualified property and QIP under IRC Section 168(k) for
manufacturers by limiting the additional allowance under IRC Section 168(k) to 20% of the adjusted basis
of the qualified property, along with corresponding adjustments to the state tax base. These changes
apply to all tax years beginning after 31 December 2025.

Minnesota - On 27 May 2026, Minnesota enacted legislation updating its date of conformity to the IRC
to 1 May 2026. The new law aligns Minnesota to the tax changes contained in the OBBBA, except for
decoupling from the following federal tax provisions as modified by the OBBBA:

= |RC Section 174A on domestic R&E expenditures (requiring an 80% addback with a ratable four-year
amortization period, applied retroactively to tax years beginning after 31 December 2024)

= The transition elections under Section 70302(f) of the OBBBA (requiring adjustments to the state tax
base delaying the timing of deduction)
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The new law also introduces a Minnesota-specific calculation for NCTI, treating that income as dividend
income subject to the state’s 50% dividend received deduction and effectively allowing investments in
qualified business assets to be subtracted from the state tax base. The new law also requires Minnesota
NCTI and subpart F income to be determined without regard to the OBBBA's permanent extension of the
look-through rule.

Beginning with tax year 2027, the new law requires corporations to add deferred capital gains from
opportunity zones to their state tax base. To avoid double taxation, a corporation may subtract the gains
from their state tax base in the year they recognize the gain for federal income tax purposes. See Tax
Alert 2026-1193, dated 4 June 2026.

Nebraska — On 16 April 2026, Nebraska enacted legislation narrowing the definition of a “foreign
adversarial company" to mean a company that:

= |s organized under the laws of a foreign adversary
= Has its principal place of business within a foreign adversary

Is owned in whole or in part, operated, or controlled, directly or indirectly, by the government of a
foreign adversary, or

= |s adirect or indirect subsidiary of any company previously described

The new law also precludes companies that are not foreign adversarial companies from using Nebraska
incentives against the income taxes of unitary group members that are foreign adversarial companies.
The tax liability attributable to group members that are foreign adversarial companies is determined
using the apportionment formula used to determine the tax due. See Tax Alert 2026-0959, dated 30
April 2026.

New York — On 28 May 2026, New York enacted legislation modifying state business taxes. The new law
retroactively decouples from the following federal tax provisions as modified by the OBBBA:

= |RC Sections 174 and 174A on R&E expenditures for state business taxes
= |RC Section 168(n) on a special depreciation allowance for qualified production property

The new law extends the current top corporate tax rate of 7.25% through tax years beginning before 1
January 2030 (previously through tax years beginning before 1 January 2027) for corporations with
business income over $5 million. The current 0.1875% capital base rate is also extended for three years,
through tax years beginning before 1 January 2030 (previously through tax years beginning before 1
January 2027). See Tax Alert 2026-1238, dated 9 June 2026.

Oregon — On 9 April 2026, Oregon enacted legislation updating its date of conformity to the IRC to 31
December 2025 from 31 December 2023, effective for tax years beginning on or after 1 January 2026.

The new law also requires adjustments when applying the IRC Section 168(k) special depreciation
allowance for qualified property and QIP as amended and in effect on 1 December 2017. This change
applies to property placed in service in tax years beginning on or after 1 January 2026.

Treaty changes

Tax treaties are agreements between countries that typically address withholding tax rates or exemptions
on dividends, interest and royalties paid in multiple jurisdictions. Exceptions may apply based on the tax
treaty (for instance, reduced rates may apply to certain categories of investors, capital gains from
immovable property or property-rich companies may be taxable). All of the following tax treaty changes
were effective in the second calendar quarter, except where indicated.

Jurisdictions involved Summary of changes

Exempts dividends, interest, royalties and capital
gains/chargeable gains from tax (effective as of 1 January

Andorra United Kingdom 2026, in Andorra; effective as of 1 February 2026 and 1 April
2026, for withholding and capital gains taxes in the United
Kingdom, respectively).
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Jurisdictions involved Summary of changes

Provides general withholding tax rate of 5% on dividends,
interest and royalties; exempts capital gains from tax

Armenia Hong Kong (effective as of 1 January 2026 in Armenia, and 1 April 2026
in Hong Kong).
Provides general 5% withholding tax rate on royalties;
. exempts dividends, interest and capital gains from tax
Bahrain Hong Kong

(effective as of 1 January 2026 in Bahrain, and 1 April 2026
in Hong Kong).
Provides general withholding tax rate of 10% on dividends,
interest, royalties and technical services; taxes capital gains
India Qatar from the sale of shares under domestic law, applies an
exemption otherwise (effective as of 1 January 2026 in
Qatar, and 1 April 2026 in India).
Provides general withholding tax rates of 10% on dividends
and interest;15% on royalties; exempts capital
Peru United Kingdom gains/chargeable gains from tax (effective as of 1 January
2027, for withholding taxes and 1 April 2026, for capital
gains taxes in the United Kingdom).
Provides general withholding tax rates of 10% on dividends
and interest and 5% on royalties; exempts capital
Portugal United Kingdom gains/chargeable gains from tax (effective as of 1 January
2026, for withholding taxes and 1 April 2026, for capital
gains taxes in the United Kingdom).
Provides general withholding tax rates of 5% on dividends and

UL Umiree] gt 3% on interest and royalties; exempts capital gains from tax.
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Court decisions, regulations
issued by tax authorities and
other events may constitute
new information that could
trigger a change in judgment
in recognition, derecognition
or measurement of a tax
position. These events may
also affect your current or
deferred tax accounting.

Other considerations

Canada — The Canada Revenue Agency announced that it has further delayed the date by which Canadian
resident corporations must begin withholding tax on reimbursements paid to a foreign company for
services performed in Canada by the company's subcontractors. The withholding requirement now applies
to reimbursements of subcontractor fees made after 31 March 2027, rather than 30 June 2026. See

Tax Alert 2026-1278, dated 15 June 2026.

Cyprus - In a circular, the Tax Department identified 11 jurisdictions that are considered low-tax
jurisdictions for purposes of (1) applying the 5% withholding tax on dividends paid to associated companies
in those jurisdictions and (2) denying deductions for interest and royalties paid to associated companies
in those jurisdictions. The list will be updated annually. See Tax Alert 2026-0878, dated 16 April 2026.

Denmark — The Supreme Court held that nonresidents could claim a refund of withholding tax paid on
dividend and royalty payments. The Court reasoned a five-year statute of limitations applied, rather than
the three-year statute of limitations advocated by Danish tax authorities, making the refund claim timely.
See Tax Alert 2026-1259, dated 11 June 2026.

India — The Delhi Bench of the Income Tax Appellate Tribunal held that a Canadian company providing
remote maintenance services for theater systems in India was not subject to Indian corporate income
tax. The Tribunal reasoned that the company's remote access to the theater systems and engagement of
an Australian vendor to provide in-person maintenance and support in India for 67 days were insufficient
to establish either a fixed place PE or a service PE. In support of these conclusions, the Tribunal noted
that the Canadian company did not control the theater systems nor conduct any business activity
through them, and the presence of the vendor’s employee did not exceed the 90-day threshold under
the India-Canada income tax treaty. See Tax Alert 2026-1258, dated 11 June 2026.

United States: federal, state and territories

Federal — In a revenue procedure, the Internal Revenue Service (IRS) reestablished a program allowing
taxpayers to request letter rulings on “significant issues” arising in certain corporate transactions under
IRC Sections 332, 351, 355, 368 and 1036. The IRS reserves the right to rule on additional issues
related to the transaction, including issuing an adverse ruling, if doing so is determined to be in the
interest of sound tax administration. See Tax Alert 2026-1026, dated 8 May 2026.

Rhode Island — In a permanent regulation, the Department of Revenue, Division of Taxation, addressed
modifications to Rhode Island net income due to the state's decoupling from the OBBBA. The regulation
was previously adopted on an emergency basis and sunset on 16 April 2026. The permanent regulation
is effective from 16 April 2026.

Texas — The Comptroller of Public Accounts amended the state’s cost-of-goods-sold regulations to
incorporate a recent policy that conforms the franchise tax to the current-year federal income tax
provisions, except where a statute or rule references the IRC; in that case, the taxable entity must
compute those amounts using the 2007 IRC. The amended rule takes effect on 21 June 2026.

Tax amnesties

This table shows tax amnesties that were announced or went into effect in the second calendar quarter
of 2026.

Jurisdiction Taxes covered Reference

Indiana 15 July 2026 -
9 September 2026

Amnesty period

Corporate income taxes See Tax Alert 2026-1025,
(among others) owed for ~ dated 8 May 2026.

tax periods beginning

before 1 January 2024
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National, state and local
governments regularly change
tax laws and administrative
guidance to achieve fiscal
objectives. Companies should
monitor these developments.
This section summarizes some
of these potential changes.

Things we have our eyes on

Australia — In an exposure draft, the Treasury proposed numerous changes to Australia’s capital gains
tax regime for foreign residents, including:

= Broadening the definition of taxable Australian real property to include assets closely connected to
land and natural resources, which would subject gains from these assets to capital gains tax (proposed
to apply to gains arising on or after 12 December 2006)

= Basing the determination of whether capital gains tax applies to a foreign investor's sale of an indirect
Australian real property interest on whether the entity in which the investor owns a 10% or greater
interest was land-rich at any time in the 12 months preceding the sale, rather than at the time of the
sale

= Taxing only 50% of gains from the disposal of eligible Australian renewable assets, until 30 June 2030

See Tax Alert 2026-0908, dated 20 April 2026.

In the 2026-27 federal budget, the government proposed allowing eligible companies to carry tax losses
from income years beginning on or after 1 July 2026 back two years. It would also make permanent a
first-year deduction of AU$20,000 for eligible businesses under the simplified depreciation rules (i.e.,
instant asset write-off).

Other proposals would:

= Reform the research and development (R&D) tax incentive by increasing the minimum R&D
expenditures needed to qualify for the incentive to AU$50,000 from AU$20,000 and the maximum
R&D expenditure to AU$200 million from AU$150 million, among other changes

= Preclude investors in existing rental properties from deducting losses from those properties against
their other income (excludes investors in properties already owned at 12 May 2026 or for which
contracts have been entered but not settled)

See Tax Alert 2026-1070, dated 14 May 2026.

Canada - In the Spring Economic Update, the Minister of Finance and National Revenue provided
implementation details on proposed accelerated depreciation rates for eligible liquefied natural gas
equipment and related buildings acquired after 3 November 2025 and before 2035. This measure was
first proposed in the 2025 federal budget introduced in November 2025. See Tax Alert 2026-0962,
dated 30 April 2026.

Parliament is also considering legislation that would allow immediate expensing for eligible
manufacturing buildings acquired after 3 November 2025 and first used in manufacturing or processing
(M&P) before 2030. Eligible manufacturing buildings first used from 2030 through 2033 will be eligible
for an accelerated first-year rate of depreciation (similar to M&P machinery and equipment). Other
proposals would:

= Narrow the definition of Canadian exploration expenses by excluding expenses related to determining
the economic viability or engineering feasibility of a mineral resource, which would apply as of
4 November 2025

= Determine foreign accrual tax, foreign tax credits and various surpluses for a taxpayer with a foreign
affiliate that has foreign accrual property income and pays income or profits tax to a foreign
jurisdiction under a domestic minimum top-up tax regime, effective as of 31 December 2023

= Amend Canada’s global minimum tax rules by implementing the undertaxed profits rule, the side-by-
side safe harbor and the ultimate parent entity safe harbor, among other things (various application
dates apply)
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= Make a technical amendment that would affect reorganizations involving a public corporation
(applicable on royal assent of the amending legislation)

= |ndefinitely suspend the Canada-Russia income tax treaty as of 18 November 2024
See Tax Alerts 2026-1073, dated 15 May 2026, and 2026-1130, dated 26 May 2026.

Chile — In a comprehensive tax reform bill, the government proposed gradually reducing the corporate
income tax rate to 23% from 27% by 2029. It also proposed removing the current limits on a
shareholder’s ability to credit income taxes paid by the Chilean company against taxes owed on dividends
paid to the shareholder. This change would particularly benefit foreign investors that are resident in
jurisdictions without an income tax treaty with Chile and currently subject to a higher effective tax rate.
This change would be implemented gradually and would effectively return Chile to a fully integrated
corporate tax system by tax year 2030.

Other proposals include:

= Allowing companies to apply an optional 10% substitute tax to historical accumulated profits
(including legacy retained earnings and balances from prior regimes) for a limited period, without
triggering additional dividend withholding tax upon distribution of those profits to shareholders

= Replacing the existing tax credit for corporate training expenses with a new employment tax credit
based on an employee's total monthly remuneration, which could offset corporate income tax
liabilities, among others

= Repealing the 10% capital gains tax on disposals of publicly traded securities

= Creating a new tax stability regime under which the tax liabilities of eligible domestic and foreign
investors that invest $50 million or more in Chile (large-scale investments) would remain constant for
25 years upon commencement of the investment project

See Tax Alert 2026-1004, dated 6 May 2026.

Colombia — In a press release, the Constitutional Court announced that the temporary tax measures
enacted during the 2025 State of Economic and Social Emergency were unconstitutional. The temporary
tax measures include:

= Anincrease in the corporate surtax for financial institutions, insurance companies and reinsurance
companies, stockbrokers and similar entities to 15 percentage points from 5 percentage points,
increasing their total corporate income tax rate to 50% from 40%

The inability to deduct royalty payments in 2026 for the use of non-renewable resources, except in
limited circumstances

The Court's official decision is still pending. See Tax Alert 2026-0895, dated 17 April 2026.

Curacgao — The government announced that it will implement an income inclusion rule (IIR) but not a
gualified domestic minimum top-up tax or an undertaxed profits rule (UTPR). Currently, the lIR is
intended to apply to fiscal years beginning on or after 1 January 2025, subject to the parliamentary
process and enactment. See Tax Alert 2026-1104, dated 20 May 2026.

Kenya - In Finance Bill 2026, the National Treasury Cabinet Secretary proposed broadening the
definition of management or professional fee to include interchange fees and merchant service fees on
credit card transactions, which would subject them to withholding tax. The Secretary also proposed
broadening the definition of royalty to include payments to providers of payment platforms and related
services, which would subject them to withholding tax. Other proposals include:

= Reintroducing a 1.5% withholding tax on sales of scrap metal

Introducing a 30% withholding tax on rental income earned by a non-resident landlord on immoveable
property (15% for property other than immoveable property)

= Revising the definition of “immoveable property" to make it easier to tax income from land-based
interests separately from income from extractive and petroleum rights
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= Permitting non-deposit-taking institutions that are engaged in either lending or leasing (but not both)
to fully deduct interest expense

= Aligning the definition of an ultimate parent entity with the definition in the OECD's transfer pricing
guidelines

= |ntroducing a minimum limit on the amount of dividends that tax authorities may deem distributed for
income tax purposes

Repealing the withholding tax exemption for payments made by a national carrier to non-residents for
certain support services not available in Kenya

= Exempting from income tax any capital gains arising from the transfer of property to a real estate
investment trust

= (Clarifying that companies must claim investment allowances on industrial buildings (i.e., depreciation)
at a rate of 10% annually

= Repealing the 15% corporate rate for certain companies constructing residential units, which would
increase their tax rate to the standard 30%

Taxing capital gains from a non-resident’s alienation of shares, if certain conditions apply

Imposing a 15% repatriation tax on income earned in Kenya by a non-resident operating under a mining
license or holding a mining license

See Tax Alert 2026-1063, dated 13 May 2026.

Spain - Spain and Brazil have agreed that Brazilian interest on net equity will be treated as interest for
purposes of the Spain-Brazil tax treaty. Consequently, Brazilian interest on net equity is subject to tax in
Spain, though a 20% tax credit may be applied, which is higher than the 15% withholding tax paid in
Brazil. See Tax Alert 2026-1062, dated 13 May 2026.

In a draft order, the Minister of Finance proposed removing Gibraltar and Barbados from its list of

24 noncooperative jurisdictions. Inclusion on the list may result in limitations on exemptions or special
regimes, restrictions on deductibility and/or the application of specific anti-avoidance rules for
companies making payments to businesses in those jurisdictions. See Tax Alert 2026-1128, dated
26 May 2026.

United States: federal, state and territories

Federal — A bill introduced by Ways and Means Committee members would allow builders to immediately
deduct up to $150,000 per unit in construction costs, rather than depreciating the costs over 27.5
years. The bill would also provide an enhanced deduction of up to $250,000 per unit for projects that
include income-restricted units reserved for working families. The Senate version of the bill was
previously introduced in March 2026. See Tax Alert 2026-1126, dated 22 May 2026.

Ways and Means member Kevin Hern introduced a bill that would allow regulated investment companies
to earn income from precious metals without that income jeopardizing their favorable tax status. See
Tax Alert 2026-1168, dated 1 June 2026.

In newly proposed reqgulations under IRC Section 892, Treasury and the IRS would revise the applicability
dates of proposed IRC Section 892 regulations issued on 15 December 2025 (the 2025 proposed
regulations). The updated applicability dates would allow current guidance under IRC Section 892 to
remain in effect for foreign governments and sovereign wealth funds. If finalized as proposed, the 2025
proposed regulations could significantly restrict a foreign government'’s ability to qualify for the IRC
Section 892 exemption on investment income from certain common investment structures or
transactions. See Tax Alert 2026-1176-, dated 2 June 2026.

Alaska — On 20 May 2026, the legislature approved a bill that would amend the state's apportionment
rules to move to market-based sourcing. See Tax Alert 2026-1211, dated 5 June 2026.
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California — A provision of the governor's proposed revised budget would permanently limit the use of
certain corporate income tax credits to the greater of $5 million per company per year or 50% of a
corporation’s tax liability.

lllinois — The Department of Revenue has proposed amending its regulations to reflect recent statutory

changes related to (1) the addition of certain interest and intangible expenses or costs paid to 80/20 affiliates
to the state tax base, (2) the ordering rules for limitation on the deduction for interest expense deduction
limited under IRC Section 163()), and (3) the repeal of certain exceptions to the state addback rules.

United Kingdom — In a policy proposal, the government announced that forthcoming legislation would
exclude profits and losses of foreign PEs of UK-resident companies from the UK corporate tax. The
change would be effective for tax years beginning after 1 January 2027. For UK resident companies
with foreign PEs involved in the extraction or exploration for oil and gas, the change would be effective
beginning 1 September 2026. See Tax Alert 2026-1258, dated 11 June 2026.

OECD - In new administrative guidance on the global minimum tax, the OECD/G20 Inclusive Framework
clarified that the transitional UTPR safe harbor applies to multinational groups with a 53-week fiscal year
ending on or before 3 January 2027. See Tax Alert 2026-1109, dated 20 May 2026.

In a public consultation document, the OECD proposed updates to its transfer pricing guidelines on intra-
group services to improve clarity on the transfer pricing principles for service arrangements, including
by providing examples. See Tax Alert 2026-1203, dated 5 June 2026.
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|ASB update

Overview of new pronouncements issued as of 15 June 2026

The table below provides an overview of the pronouncement issued by the International Accounting
Standards Board (IASB) and the IFRS Interpretations Committee (IFRS IC) as of 15 June 2026.

New pronouncements Effective dates

Amendments to lllustrative Examples on IFRS 7, IFRS 18, 1AS 1, IAS 8, IAS 36 and |Note 1
IAS 37 - Disclosures about Uncertainties in the Financial Statements

Annual Improvements Volume 11 1 January 2026

Amendments to the Classification and Measurement of Financial Instruments - 1 January 2026
Amendments to IFRS 9 and IFRS 7

Contracts Referencing Nature-dependent Electricity—Amendments to IFRS 9 and 1 January 2026

IFRS 7

Translation to a Hyperinflationary Presentation Currency - Amendments to IAS 21 |1 January 2027
IFRS 18 Presentation and Disclosure in Financial Statements 1 January 2027
IFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027
IFRS 20 Regulatory Assets and Regulatory Liabilities 1 January 2029

Note 1 — Materials accompanying IFRS Accounting Standards do not have an effective date or transition
requirements.

More details on the above pronouncements can be found in our publication IFRS Core Tools - IFRS
Update of standards and interpretations in issue 31 March 2026.

Reminder of the key requirements of International Tax Reform - Pillar Two
Model Rules = Amendments to IAS 12

Temporary exception from recognition and disclosure of deferred taxes

The amendments clarify that IAS 12 applies to income taxes arising from tax law enacted or
substantively enacted to implement the Pillar Two Model Rules published by the OECD, including tax law
that implements qualified domestic minimum top-up taxes. Such tax legislation, and the income taxes
arising from it, are referred to as Pillar Two legislation and Pillar Two income taxes, respectively.

The amendments introduce a mandatory exception in IAS 12 from recognizing and disclosing deferred
tax assets and liabilities related to Pillar Two income taxes. The IASB did not expand the scope of the
temporary exception to include the measurement of deferred taxes recognized under domestic tax
regimes, as an entity would not remeasure such deferred taxes to reflect Pillar Two income taxes it
expects to pay when recovering or settling a related asset or liability.

The amendments note that the temporary exception provides entities with relief from accounting for
deferred taxes in relation to this complex new tax legislation, allowing stakeholders time to assess the
implications. It also avoids entities developing diverse interpretations of IAS 12 that could result in
inconsistent application of the standard.

The IASB did not include a sunset date for the temporary exception but will monitor the implementation
of the Pillar Two Model Rules to determine when to undertake further work.
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Disclosure of application of the exception

The amendments require an entity to disclose that it has applied the exception to recognizing and
disclosing information about deferred tax assets and liabilities related to Pillar Two income taxes.

Disclosure of current tax

An entity is required to separately disclose its current tax expense (income) related to Pillar Two income
taxes in the periods when the legislation is effective as this helps users of financial statements
understand the relative level of those taxes.

The IASB did not provide further clarifications on when a Pillar Two top-up tax is considered to be an
income tax in the scope of IAS 12, or on whether to require entities to treat all top-up taxes as if they
were income taxes. An entity is required to apply judgment in determining which top-up taxes it
considers to be income taxes in the entity's circumstances.

An entity with operations in a jurisdiction where Pillar Two tax legislation applies will be required to
disclose Pillar Two current tax expenses in its annual financial statements. IAS 12 does not provide how
such information should be presented, but our publication International Tax Reform - Pillar Two
disclosure in practice offers some practical examples of these disclosures.

Transition and effective date

The temporary exception from recognition and disclosure of information about deferred taxes and the
requirement to disclose the application of the exception apply immediately and retrospectively upon
issue of the amendments.

Disclosure in periods before (substantively) enacted legislation takes effect

The Amendments require, for periods in which Pillar Two legislation is (substantively) enacted but not
yet effective, disclosure of known or reasonably estimable information that helps users of financial
statements understand the entity's exposure arising from Pillar Two income taxes.

As countries around the world enacted Pillar Two legislation, in some jurisdictions that legislation was
already effective in 2024, while in other jurisdictions the legislation will be effective in 2025 (or later
years). In the latter case, a group may still need to make the above disclosures in its financial statements
regarding Pillar Two legislation that is (substantively) enacted but not yet effective.

In some cases (e.g., when the ultimate parent entity is already in scope of Pillar Two tax legislation), the
(substantive) enactment of Pillar Two tax legislation in additional jurisdictions might shift the Pillar Two
tax liability within the group but not materially affect the group’s overall exposure. However, in other
cases, the (substantive) enactment of Pillar Two tax legislation in additional jurisdictions may bring more
group entities within scope of Pillar Two and affect the group’s overall exposure.

We expect that the requirement to disclose qualitative and quantitative information about an entity's
exposure to Pillar Two income taxes will continue to be relevant in the future.

EY publications
International Tax Reform - Pillar Two disclosures in practice (June 2024) EYG No. 005234-24Gbl

Applying IFRS — International Tax Reform — Pillar Two Disclosures (November 2023) EYG No.
011096-23Ghl

IFRS Developments Issue 218: Amendments to IAS 12: International Tax Reform Pillar Two Model Rules
(May 2023) EYG No. 005193-23Ghl
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Overview of the key requirements of new pronouncements effective in
future periods

Translation to a Hyperinflationary Presentation Currency — Amendments to IAS 21

Effective for annual periods beginning on or after 1 January 2027.
Key requirements

The amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates require translation
from a non-hyperinflationary functional currency into a hyperinflationary presentation currency at
the closing rate.

An entity whose functional currency and presentation currency are the currency of a
hyperinflationary economy, restates the comparative amounts of a foreign operation, whose
functional currency is that of a non-hyperinflationary economy, by applying the general price index,
in accordance with paragraph 34 of 1AS 29 Financial Reporting in Hyperinflationary Economies, to
the foreign operation’s comparative figures.

The amendments introduce certain additional disclosures.

EY publications

Translation to a Hyperinflationary Presentation Currency (Amendments to IAS 21) (November2025)
EYG no. 009757-25Ghl

Disclosures about Uncertainties in the Financial Statements

[llustrative examples accompanying IFRS Accounting Standards are not an integral part of those
Standards and do not have an effective date or transition requirements.

Key requirements

Increasingly, investors and regulators expect that the financial statements, managements reports
and sustainability-related disclosures will tell a coherent and connected story. Entities, therefore,
need to provide relevant and transparent information and disclosures that coherently enable primary
users of financial statements to understand them.

Determining what needs to be disclosed about uncertainties in the financial statements involves
judgement. The illustrative examples issued by the IASB are intended to help entities with this
determination using existing requirements in IFRS accounting standards and the definition of
materiality, including the considerations in Practice Statement 2 Making Materiality Judgements.

Determining what is material requires judgement and an assessment of an entity's specific facts and
circumstances. Since the examples apply equally to all uncertainties, not just those illustrated,
entities should carefully consider the logic underlying the examples to be able to apply the guidance
to their own circumstances.

EY publications

IASB issues Disclosures about Uncertainties in Financial Statements (November2025) EYG no.
009872-25Gbl
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IFRS 18 - Presentation and Disclosure in Financial Statements
Effective for annual periods beginning on or after 1 January 2027.
Key requirements

In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial Statements, which
replaces IAS 1 Presentation to Financial Statements. IFRS 18 introduces new categories and
subtotals in the statement of profit or loss. It also requires disclosure of management-defined
performance measures (as defined) and includes new requirements for the location, aggregation and
disaggregation of financial information.

Statement of profit or loss

An entity will be required to classify all income and expenses within its statement of profit or loss
into one of five categories: operating, investing, financing, income taxes, and discontinued
operations. In addition, IFRS 18 requires an entity to present subtotals and totals for “operating
profit or loss,” “profit or loss before financing and income taxes” and “profit or loss."”

Income tax category

An entity is required to classify in the income taxes category tax expense or tax income that are
included in the statement of profit or loss applying IAS 12, and any related foreign exchange
differences. Income and expenses classified in the income tax category are not subject to the
requirements for classifying income and expense in the operating, investing and financing,
categories. The IASB clarified that the presentation of income and expenses related to income tax in
that category complies with the presentation requirements of IAS 12. Although this category does
not result in a required subtotal, generally entities present profit before income taxes as a subtotal
when it is applicable.

Main business activities

For the purposes of classifying its income and expenses into the categories required by IFRS 18, an
entity will need to assess whether it has a ‘main business activity’ of investing in assets or providing
financing to customers, as specific classification requirements will apply to such entities.
Determining whether an entity has such a specified main business activity is a matter of fact and
circumstances, which requires judgment. An entity may have more than one main business activity.

Management-defined performance measures

IFRS 18 introduces the concept of a management-defined performance measure (MPM), which it
defines as a subtotal of income and expenses that an entity uses in public communications outside of
financial statements, to communicate management’'s view of an aspect of the financial performance
of the entity as a whole to users. IFRS 18 requires disclosure of information about all of an entity's
MPMs within a single note to the financial statements and requires several disclosures to be made
about each MPM, including how the measure is calculated and a reconciliation to the most
comparable subtotal specified by IFRS 18 or another IFRS accounting standard.

Location of information, aggregation and disaggregation

IFRS 18 differentiates between “presenting” information in the primary financial statements and
“disclosing” it in the notes, and it introduces a principle for determining the location of information
based on identified “roles” of the primary financial statements and the notes. IFRS 18 requires
aggregation and disaggregation of information to be performed with reference to similar and
dissimilar characteristics. Guidance is also provided for determining meaningful descriptions, or
labels, for items that are aggregated in the financial statements.
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Transition

IFRS 18, and the amendments to the other accounting standards, is effective for reporting periods
beginning on or after 1 January 2027 and will apply retrospectively. Early adoption is permitted and
must be disclosed.

EY publications
Applying IFRS: A closer look at IFRS 18 (July 2025) EYG No. 005700-25Gbl

Good Group IFRS 18 illustrative financial statements (December 2025) EYG No. 009858-25Gbl

IFRS 19 — Subsidiaries without Public Accountability: Disclosures
Effective for annual periods beginning on or after 1 January 2027.
Key requirements

In May 2024, the IASB issued IFRS 19 Subsidiaries without Public Accountability: Disclosures (IFRS
19), which allows eligible entities to elect to apply reduced disclosure requirements while still
applying the recognition, measurement and presentation requirements in other IFRS accounting
standards. Unless otherwise specified, eligible entities that elect to apply IFRS 19 will not need to
apply the disclosure requirements in other IFRS accounting standards.

EY publications

IFRS Developments Issue 226: IASB issues IFRS 19 Subsidiaries without public accountability:
Disclosures (May 2024) EYG No. 004381-24Gbl

IFRS Developments Issue 241: The IASB issues amendments to IFRS 19 (August 2025) EYG No.
006819-25Gbhl

IFRS 20 Regulatory Assets and Regulatory Liabilities
Effective for annual periods beginning on or after 1 January 2029.
Key requirements

In May 2026, the International Accounting Standards Board issued IFRS 20 Regulatory Assets and
Regulatory Liabilities. IFRS 20 sets out the requirements for the recognition, measurement, presentation
and disclosure of regulatory assets, regulatory liabilities, regulatory income and requlatory expense.

IFRS 20 introduces requirements that will result in information that supplements the information an
entity already provides by applying IFRS accounting standards, including IFRS 15 Revenue from
Contracts with Customers. Such information enables users of financial statements to understand the
total allowed compensation for regulatory goods or services supplied in each reporting period and the
related rights and obligations. The income, expenses, assets and liabilities an entity reports when
applying IFRS 20 supplement the information it provides under IFRS 15 and other IFRS Accounting
Standards, but do not replace that information.

Narrow scope amendments have been made to a number of accounting standards, including IFRS 1 First-
time Adoption of IFRS, IFRS 3 Business Combinations and IFRS 18 Presentation and Disclosure in
Financial Statements.

Transition

IFRS 20, and the consequential amendments to the other accounting standards, is effective for reporting
periods beginning on or after 1 January 2029 and must be applied either retrospectively in accordance
with IAS 8 Basis of Preparation of Financial Statements or using the modified retrospective approach
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which includes certain transition reliefs from the application of IAS 8. Early adoption is permitted and
must be disclosed.

EY publications

IFRS Developments Issue 250: IASB issues IFRS 20 Regulatory Assets and Regulatory Liabilities (May
2026)EYG No. 112000-26-GBL

Other EY publications
Good Group illustrative financial statements (December 2025) EYG No. 007314-25Gbl

Good Group Interim Financial Statements June 2026 EYG No. 001524-26Gbl

International GAAP® Disclosure Checklist for Annual Financial Statements (February 2026) EYG
No. 001349-26Gbl

International GAAP® Disclosure Checklist for Interim Financial Statements (February 2026) EYG
No. 000978-26Gbl
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Appendix A

Overview of Pillar Two
Implementation across the world

Final legislation Final legislation
Jurisdiction Rules covered Jurisdiction Rules covered Draft legislation

European Union Kuwait Jurisdiction Rules covered
Australia Liechtenstein
Austria Luxembourg Canada UTPR
Bahrain Mauritius
Belgium NEGEERES
Brazil _ New Zealand
Bulgaria h Macedoni

| QDMTT, IIR, UTPR |

Norway QDMTT, IIR, UTPR Indicates new in Q2

Q IR,
Oman T, IR

Q IR,

Q IR,

T, IR, UTPR
MTT
Canada
Croatia
Cyprus®
Czech Republic

Acronyms: |IR (Income Inclusion Rule),
Poland DMTT, lIR, UTPR UTPR (Undertaxed Profits Rule), DMTT
Portugal DMTT, IR, UTPR (Domestic Minimum Top-up Tax), QDMTT
Qatar T.IIR (Qualified Domestic Minimum Top-up Tax).
Romania *Cyprus has introduced DMTTs, which are not
Singapore QDMTT, IR antlupat.ed to meet QDMTT status as part of the
peer review.
Slovakia
Slovenia Source: EY BEPS Developments Tracker
South Africa QDMTT, IR Base Erosion and Profit Shifting (BEPS)
South Korea | QDMTT, IR, UTPR 2.0 | EY - global
! Note: Developments Tracker cut-off
S DMTT, IIR, UTPR
pan Q date - as of 16 June 2026.
Sweden QDMTT, IIR, UTPR
Switzerland T,1IR
T

nland
France
Germany
Gibraltar
Greece
Guernsey
Hong Kong
Hungary
Indonesia
Ireland
Isle of Man
Irael
Jersey
Kenya

Thailand QDMTT, IIR, UTPR
Turkey QDMTT, IIR, UTPR

‘
United Kingdom
Uruguay
Vietnam
Zimbabwe

| Bugaria |
o
_ United Arab Emirates
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