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Introduction

This is the sixth edition of the International Tax Handbook that has been produced by
Nexia International, Nexia International is a leading worldwide network of independent
accounting and consulting firms, providing a comprehensive portfolio of audit,
accountancy, tax and advisory services. | would like to thank all the contributors for their
invaluable assistance.

This edition contains more chapters than previous editions of this book and each chapter
provides an overview of the tax system in the relevant country and deals with information
generally sought by businesses to understand the fiscal regime. This edition continues to
include details of the withholding taxes applied to the major cross border transactions
based on the double taxation conventions.

This book has been prepared in a tabular format to unify the content of each chapter
and highlight the core tax aspects for each country. Each section is split into corporate,
personal and indirect taxes which should provide the reader with an overview of the tax
system in place in a specific country.

Every effort has been taken to ensure that the information provided in this book is accurate
and up to date. However, it is only meant to provide a general overview of the prevailing
tax systems and should not be used as a substitute for professional tax advice.

Neither the author nor the publishers can accept any responsibility for any loss sustained
by any person relying on the information provided in this book and failing to seek
appropriate professional advice.

Therefore, 1 would like to stress the importance of obtaining local advice before any action
is taken or decision is made. Any queries can be addressed to the local Nexia offices
directly, using the contact information provided in the Handbook. For a comprehensive
list of Nexia International members worldwide, visit the Nexia International “Locations”
section at www.nexia.com

James Wall
James.Wall@CohnReznick.com

Editor
January 2017

Nexia International

Tel: +44 (0) 20 7436 1114
Fax: +44 (0) 20 7436 1536
E-mail: info@nexia.com
Web: www.nexia.com
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Glossary

CGT
CcT
IHT
PE

SME
VAT

Capital Gains Tax
Corporate Tax (tax on income of corporation)
Inheritance Tax

Permanent establishment (PE) is a fixed place of business,

such as a place of management, a branch, an office, a factory,

a workshop, an installation or structure for the exploration of
natural resources, any place of extraction of natural resources,

a building site or construction or installation project, through
which the business is carried on. An agent acting on behalf

of the company may also constitute a PE if he has and habitually
exercises the authority to do business on behalf of the company.

Small and medium-sized enterprise

Value Added Tax






Angola

(Prepared by the Angolan desk of NG Auditoria e Consultoria Lda,
NG Auditoria e Consultoria Lda, Aviegas@ng-angola.com)

I MAIN LEGAL FORMS

Legal form

Characteristics

General partnership (SENC) and
Limited partnership (SEC)

Private corporation (SQ) and
Public corporation (SA)

Partners/shareholders

e Number
e Restrictions

General partnership (Sociedade em
Nome Colectivo):

Minimum number of partners: two

Limited partnership (Sociedade em
Comandita):

Minimum number of partners: two,
or five if the capital is represented
by shares

Private corporation (Sociedade por
Quotas) (SQ):

Minimum number of quotaholders:
two

Public corporation (Sociedade
Anonima) (SA):

Minimum number of shareholders:
five

Directors

Management is attributed to the
directors, independent of being
partners

e One or more directors
(independent of being
quotaholders)

e General meeting (for relevant
decisions)

e Board of Directors or a single
director in the cases allowed by
law, all controlled by an Audit
Committee or an Individual
Qualified Auditor (Conselho Fiscal
or Fiscal Unico)
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Legal form

Characteristics

General partnership (SENC) and
Limited partnership (SEC)

Private corporation (SQ) and
Public corporation (SA)

Registration

Companies have to register at:

e National Private Investment Agency (Agéncia Nacional para o
Investimento Privado - ANIP) in order to obtain the Private Investment
Registry Certificate (Certificado de Registo do Investimento Privado -
CRIP), licence for import of capital. The minimum value for the
investment by the ANIP is US$1,000,000 (only for foreign investment)

e Registry of Company Names (Ficheiro Central de Denominagées Sociais

or Guiché Unico da Empresa)

e Commercial Company Register (Registo Comercial)

e Tax authorities declaring the start of activity

o Statistical Record (Instituto Nacional de Estatistica)

e Registration as importer/exporter (Direccao Nacional do Comércio)

e Social security Registration (Instituto Nacional de Seguranga Nacional)
e Bank account opening in a company name;

e Deposit of funds for capitalisation of the project where it is a private

investment project

Minimum capital

None

SQ: the amount in Kwanzas
equivalent to US$1,000

SA: the amount in Kwanzas
equivalent to US$20,000

Liability General partnership: unlimited, Limited
subsidiary and joint liability
Limited partnership: limited liability
or unlimited, subsidiary and joint
liability, depending on the type of
partner
Governance Partners Board of Directors

Audit requirements

Not mandatory

Mandatory

Taxation

Corporation tax (Imposto Industrial)

Corporation tax (Imposto Industrial)

Usage

Minimal

SQ: mainly small and medium-
sized companies

SA: larger/listed companies
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I CORPORATION TAX

Legal form

Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax (Imposto Industrial): annual tax due for the income obtained
by residents or non-residents as a result of any commercial or industrial
activity. The income is classified into two groups (A and B), depending on
the dimension of the activity and of the annual income

Taxable entities

Corporations with headquarters, PE located in Angolan territory
domicile or effective management

in Angola

Taxable income

Worldwide income Income attributable to the Angolan

territory

Calculation of
taxable profits

Taxable profits are based on results arising from accounting records,
adjusted for tax purposes due to different criteria

Interest payments

Interest payments are deductible

Interest receivable on Government bonds which are part of technical
reserves set up by insurance companies or by companies managing
securities is deductible from income (tax exempt) in the cases stated by law
[art 45°, 1, b) ClI]

Related party
transactions

There are provisions in place allowing the tax authorities to adjust:

o the taxable income because of related party transactions
o the taxable income of foreign activities if not corresponding to income
determined according to domestic rules

Tax year, return and
payment

The tax year corresponds to the calendar year
Tax returns shall be filed:

e Group A: in May following the tax year (or June where the taxpayer has
premises or a permanent representation outside the province in which it
has its head office)

e Group B: in April following the tax year

The payment shall be carried out as follows:

e Group A: three payments during the year
e Group B: only one payment!

Capital gains Included in the computation of the taxable income and taxable at the
normal tax rate

Losses Tax losses may be carried forward for a period of three years

Tax group N/A

Tax rate 30%, or 15% for agricultural, forestry and livestock activities

1

Corporate tax has to be withheld on payments to companies and individuals including those
which have headquarters, effective management or a PE in Angola, at a flat rate of 35%
applicable to a taxable amount equal to 10% of the net value of any contract related to
construction, benefitting or maintaining immovable assets, or 15% in all other cases.
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TAXES FOR INDIVIDUALS

Residents Non-residents

General description

Tax on income received by individuals

Taxable entities and
taxable income

Residents are taxed on their
worldwide income

Non-residents are taxable on
all income obtained in Angola

Types of taxable
income

Mainly income deriving from employment and independent
workers, such as wages, salaries, fees, bonus and premiums

Certain financial income and capital gains?

Calculation of income

The tax is applicable over the total monthly income and is

*
o calculated according to a progressive tax rate
g | Tax year, tax Tax year — calendar year
S
g |assessment and tax Income obtained by employees: employers are required to
~ | payment withhold tax over payments to employees and deliver the amounts
withheld by the end of the following month
Income obtained by independent workers: they must file their tax
return during January of the following year
Losses Losses may not be carried forward
Tax rates Employees: the progressive tax rate is 0% to 17%
Independent professionals: the progressive tax rate is 15% to 70%
Residents Non-residents
| General description There is no specific tax on capital gains. Capital gains / financial
G income may be subject to withholding tax?
% Taxable entities and
© | chargeable assets
w . .
£ | Calculation of gain
<
O | Tax year, tax
S | assessment and tax
< | payment
o
Tax rates
Domiciled Non-domiciled
% General description This tax is levied on the value of gratuitous transfers at progressive
i rates (from 10% to 15% in case of transfers in favour of spouses,
- ascendants or descendants, and from 20% to 30% in all other
£ :
== cases). Transfers in favour of descendants, ascendants and spouses
2 with a value less than 500,000 Kwanzas are exempt from the
c

payment of this tax

2 Individuals are autonomously taxed on certain financial income/capital gains (see note 1 above).
3 See note 1 above.




Angola 5

IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends 10% 10%
Interest 10% or 15% 10% or 15%
Royalties 15% 15%
On payments to artists and sportsmen 15% 15%

Note: Angola has not concluded any tax treaties with other countries.
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V  INDIRECT TAXES

Residents Non-residents

General
description

There is no VAT in Angola, only consumption tax

Entities obliged to
levy consumption
tax

Individuals or companies

Taxable activities

e Production and import of certain products (such as automobiles,
electronics and machinery)

e sale or auction held by customs or other public services

e water, energy and telecommunications consumption

o hotel services and similar

Value Added Tax (VAT) / Consumption Tax

Exemptions e Goods imported by the producer or any other entity duly recognised
(examples) e goods imported by diplomatic and consular representations as long as
they have reciprocal treatment
e animals used for reproduction
e goods for domestic industry as long as they are duly certified by the
competent Minister
Tax liability Tax is paid on a monthly basis by those selling to the final consumers
Tax rates Tax rates depend on the price of the goods, on the value of acquisition

or on the customs value. In general, said values will be taxed at a rate of
10%, however this is variable (eg vehicles will be taxed at a rate of 20%
or 30%, depending on their derived capacity)

Real Property Taxes

Stamp tax is due on the acquisition of ownership or other rights on real
estate — 1%

Property transfer tax (sisa) is levied on the transfer of real estate at a flat
rate of 10% over the value declared before tax authorities

Municipal property tax (Imposto predial urbano) is levied on an annual
basis at a flat rate of 30% over the effective or the potential rental value

Stamp Duty

Levied on deeds, documents, books, papers, acts and other situations
specified in the Code. Specific tax rates depend on the taxable event

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017




Argentina

(Graciela Valles, Bavastro, Delavault & Asociados, gvalles@bda-nexia.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited
Liability Partnership (LLP)

Ltd (private corporation) and Plc
(public corporation)

Partners/shareholders

e Number
e Restrictions

e Minimum partners: two

e LLP: maximum 50

o General partnership:
no regulation applying
maximum limit

e Minimum shareholders: two
e No maximum limit

Directors

Partnerships are not treated as
separate legal persons

LLP: at least one manager must
be appointed

Ltd minimum: single director with an
alternate should be appointed. The
majority of directors must be resident
in Argentina

Plc: directors, Statutory Auditors’
Committee (SAC) and Shareholders’
Surveillance Committee (SSC) are
mandatory

Establishment

Partnership deed

Statutes approved by shareholders

Registration

Partnership, LLP and Ltd: with the Public Registry of Corporations

Plc: with the Public Registry of Corporations and the National Securities

Commission

Minimum capital

Partnership: none
LLP: ARS 100,000

Ltd: ARS 100,000
Plc: ARS 10,000,000

Liability Partnerships: unlimited liability | Limited to subscribed shares
Limited to subscribed capital
for LLP

Governance Partnership deed for Surveillance Committee

Audit requirements

Annual audit report of financial statements is required

Taxation

Companies are subject to corporation tax. LLPs are transparent for tax

purposes

Usage

Small businesses (defined by
government regulations and
for developing politics as those
whose annual sales do not
exceed ARS 10m, 14m or 4m
for manufacturing, wholesale
and service industries
respectively)

Large capital businesses (defined

by government regulations and for
developing politics as those whose
annual sales exceed the limits
defining ‘medium capital businesses’
(ARS 82m, 112m and 28m for
manufacturing, wholesale and service
industries, respectively))
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I CORPORATION TAX

Legal Form
Description

Foreign Corporation with

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Resident companies are liable
to corporation tax on their
worldwide profits

Non-resident companies

are liable to corporation tax
only on the profits derived in
Argentina

Taxable income

Worldwide profits Profits derived by PE in

Argentina

Calculation of taxable profits

Accounting profit is adjusted for various tax add-backs and
allowances to arrive at profits chargeable to corporation tax

Interest payments

Interest paid or accrued is deductible

Thin capitalisation rules apply to related party loans

Related party transactions

All related party transactions must take place on arm’s length
basis

Tax year, return and payment

Tax year is normally the financial year of the company

Taxpayer must prepare a return determining taxable income and
assessing the tax

One part of the return provides figures from the taxpayer’s
financial statements and must be signed by an independent
accountant

10-monthly advance tax payments, based on the previous year’s
tax liability are due commencing on the sixth month of the
financial year

Capital gains Capital gains and losses are assessed to corporation tax
Losses arising on the sale of shares may only be offset against
similar profits

Losses The losses can be carried forward for 5 years

Tax group None

Tax rate 35%
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TAXES FOR INDIVIDUALS

Residents Non-residents

General
description

Tax levied on the chargeable income of a chargeable person for a
year of assessment

Taxable entities
and taxable
income

Non-residents are taxed on
income arising in Argentina,
through withholding

Residents are taxed on their
worldwide income

Types of taxable
income

e Property income (usually rent)

e Income from capital investment (interest, sale of goodwill,
dividends, royalties, annuities)

e Income from business activities

e Employment from personal services or pensions

Calculation of
income

Tax is calculated on earned taxable income after deduction of
necessary expenses to obtain and preserve the income

E Personal allowances (basic, family, etc) are available
g Tax year, tax e Tax year — calendar year
S assessment and | e Tax assessment — returns must be filed in April of the following
£ tax payment year
Losses Tax losses can be carried forward for 5 years
Tax rates Taxable income Basic tax Plus On the excess
From ARP To ARP ARP % ARP
0 10,000 0 9 0
10,001 20,000 900 14 10,000
20,001 30,000 2,300 19 20,000
30,001 60,000 4,200 23 30,000
60,001 90,000 11,100 27 60,000
90,001 120,000 19,200 31 90,000
120,001+  No limit 28,500 35 120,000
» General Tax on increase in the value of assets between acquisition and
e description disposal, not chargeable to income or corporate tax
82 8 Taxable entities | As a general rule, capital gains are not taxable for individuals,
O § = |and chargeable |although capital gains made in the course of business are assessed

assets

to income tax
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Inheritance Tax (IHT)

Domiciled Non-domiciled

General As of January 2010, inheritance tax has been re-established within the Province

description | of Buenos Aires, exclusively

Taxable On most increases in value of any assets located in the Province of Buenos

entities and | Aires and/or in the benefit of individuals or legal entities domiciled in that

chargeable | Province, including inheritance, inter vivos gifts and any other non-onerous
assets wealth increase (eg forgiveness of debt)

Allowances | When the amount of the non-onerous wealth increase does not exceed the
amount of ARS 50,000, then the beneficiary is tax exempt. The exempt amount
increases to ARS 200,000 if beneficiaries are parents, children and spouse

Taxrates | The rate of tax is variable depending on the direct or indirect relation between

the descendant and the heirs, as for example:

Collateral of 3* and

Parents, children and | Other ascendant or Collateral of 2° 4 degree and third
spouse descendant degree parties (including

legal entities)

Taxable amount

Ls
Higher lhe::eorr Fixed % on Fixed % on Fixed % on Fixed % on
th gARS Equal t amount excess amount excess amount excess amount excess
an qua to ARS over ARS over ARS over ARS over
ARS
0 125,000 - 4% - 6% 8% - 10%
125,000 250,000 5,000 4.075% 7,500 6.075% 10,000 8.075% 12,500 10.075%
250,000 500,000 10,094 4.225% 15,094 6.225% 20,094 8.225% 25,094 10.225%

500,000 1,000,000 20,656 4.525% 30,656 6.525% 40,656 8.525% 50,656 10.525%

1,000,000 | 2,000,000 43,281 5.125% 63,281 7.125% 83,281 9.125% 103,281 11.125%

2,000,000 | 4,000,000 94,531 6.325% 134,531 8.325% 174,531 | 10.325% | 214,531 12.325%

4,000,000 8,000,000 221,031 8.725% 301,031 10.725% | 381,031 12.725% | 461,031 14.725%

8,000,000 | 16,000,000 [ 570,031 13.525% [ 730,031 15.525% [ 890,031 17.525% | 1,050,031 | 19.525%

16,000,000 and over 1,652,031 | 15.925% | 1,972,031 | 17.925% | 2,292,031 | 19.925% | 2,612,031 | 21.925%
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents'

Dividends

10% payable by local
beneficiary in annual income
tax assessment?>

10% income tax withholding®3

Gain on sale of unquoted
shares

15% payable by local
beneficiary in annual income
tax assessment

15% income tax withholding
on assumed taxable income
of 90%

Interest 6% income tax withholding Tax rate 35% on assumed
taxable income of 43%
Royalties 6% income tax withholding Tax rate 35% on assumed

taxable income of 60%
(technical assistance) or 80%
(licences)

On payments to artists and
sportsmen

2% income tax withholding

35% on assumed taxable
income of 70%

2 Individuals only.

such excess.

Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.

Excess of book profit dividends over tax profit are subject to full and final payment of 35% on
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Austria (5) (5) (5)
Australia 10%/15%3) 12% 3%/10%/15%?
Belgium 10%/15%3) 12% 3%/5%/10%/15%?)
Bolivia ) M M
Brazil (1) (1) (1)
Canada 10%/15%) 12.50% 3%/5%/10%/15%?)
Chile (5) (5) (5)
Denmark 10%/15%) 12% 3%/5%/10%/15%2)
Finland 10%/15%3) 15% 3%/5%/10%/15%2)
France 15% 20% 18%
Germany 15% 10%/15% 15%
Italy 15% 20% 18%
Netherlands 10%/15%) 12% 3%/5%/10%/15%2)
Norway 10%/15%3) 12.5% 3%/5%/10%/15%?)
Russia 10%/15%) 15% 15%
Spain 10%/15%3) 12% 3%/5%/10%/15%?)
Sweden 10%/15%3) 12.5% 3%/5%/10%/15%2)
Switzerland “ “ “)
United Kingdom 10%/15%) 12% 3%/5%/10%/15%2
United States “ “ “
Uruguay ) m M

Note: the above rates are only available provided the specific Treaty criteria are satisfied. As treaties
will not be identical, guidance should be sought in all cases.

1 General rates of the country are applicable. Different tax credit schemes are applicable.
2 Rate varies if related to the use of, or the right to use of:

e news;

e copyright of literary, dramatic, musical or other artistic work;

e any patent, trademark, design or model, plan, secret formula or process, or for the use of, or
the right to use, industrial or scientific equipment, or for information concerning industrial or
scientific experience, or the rendering of technical assistance; or

e all other cases.

3 Rate varies if the beneficial owner is a company which controls, directly or indirectly, at least

25% of the voting power in the company paying the dividends or more.

4 Not ratified by law.
5 Double Taxation Treaties not currently effective as they have been terminated by Argentine

Government decision during 2012 or prior year, willing to enter into new convention terms.



Argentina

V  INDIRECT TAXES

Residents Non-residents

General description

Tax on the supply of goods and services

Entities obliged to
levy VAT

Individuals, partnerships and corporations supplying goods and
services in Argentina

Taxable activities

Supply and import of goods and services

Taxable activities — | N/A

zero-rated

(examples)

Exemptions e Exports of goods and services are tax exempt
(examples) e Books, publishing, newspapers are exempt

e Life insurance and annuities are exempt
e Educational services provided by authorised institutions are
exempt

Refund of VAT

Exporters’ VAT on purchases is reimbursable

Value Added Tax (VAT)

Tax liability e VAT on supplies must be paid in the following month. VAT
incurred by businesses can be offset against VAT invoiced to
clients

o Withholding schemes on VAT invoiced are applicable

Tax rates e General tax rate: 21%

e Cas, electricity and telecommunication are taxed at 27%
e Certain farming products: 10.5%
e Machinery and spare parts specifically designated: 10.5%

Administrative
obligations

Recording of sales and purchases on special forms

Real Property Taxes

Covered by Stamp Duty below

Stamp Duty

The City of Buenos Aires and the Provinces apply a stamp tax on
contracts, transfer or lease of real estate, promissory notes, banker’s
drafts, and certain other documents. The most common rates range
from 1%/1.2% to 3.6%

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a com-pany registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Australia

(Stephen Rogers, Nexia Sydney, srogers@nexiasydney.com.au)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership

Limited
partnership

Private and public companies

Partners/Shareholders

Two or more

At least one general
partner, at least one
limited partner

One or more

Maximum Number | 20 (other than 20 general partners | None
certain professional | (no restriction on
partnerships) limited partners)

Restrictions None None None

Directors Management by partners Private: one or more
Public: three or more
Foundation Partnership deed Constitution
Registration None Registration Registration required with ASIC
required with Fair
Trading
Minimum capital None None None
Liability Unlimited to all Unlimited for Private: Limited to capital for
partners general partner, all shareholders
]imit.ed. to capital | pp|ic: Generally limited to
for limited partner capital for all shareholders
Companies limited by
guarantee limited to members’
respective contributions
Governance Partners” meetings | Partners’ meetings | Directors” meetings

Shareholders” meetings
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Legal form Limited

Partnershi . Private and public companies
Characteristics P partnership p p

Audit requirements None None Private: None — but if over any
two of following must audit:

e consolidated revenue $25m

e consolidated gross assets
$12.5m

e the company and any
controlled companies have
50 employees or more

Taxation Pass-through entity | Corporate limited | Subject to company tax, but
partnerships can pay franked dividends to
effectively treated | shareholders

as companies

for tax purposes.
Partners’ drawings
deemed to be
dividends

Foreign limited
partnerships
—such as a US
LLC or UK LLP,
can be treated as
‘flow-throughs’ in
Australia in certain
circumstances

Venture capital
limited partnerships
treated as ordinary
partnerships
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I CORPORATION TAX

Resident corporations

Non-resident corporations

General

30% federal tax

27.5% federal tax for companies
classified as small business entities
(aggregated turnover of less than
$10m) for 2016-17. (Aggregated
turnover threshold will increase to
$25m for 2017-18)

Australian permanent establishment
(PE) and sale of taxable Australian

property

Other

No state income taxes or trade taxes

Taxation in Australia

Incorporated in Australia, or
management and control in Australia
— worldwide income

Australian PE or management and
control in Australia

Calculation of
taxation income

Accounting profit X
Plus/Minus
Tax timing differences Y
Plus/Minus

Tax permanent differences VA
T

Australian taxation income

Interest payments

Thin capitalisation rules:

De minimis exemption: rules do not apply where debt deductions are less

than $2m

Debt deductions are disallowed where the adjusted average debt is greater
than maximum allowable debt determined under either a safe harbour test

or an arm’s length debt test

Related party
transactions

Strict adherence to the arm’s length principle

Very detailed transfer pricing methodologies, procedures and requirements

Tax year and tax

e Tax year = 1 July to 30 June

payments e Annual federal tax return
e Quarterly prepayments, final payment or refund after tax assessment
Capital gains Taxable at regular company tax rate | Since December 2006 capital gains

(30% or 28.5%) (no concessions as | are now limited to Australian land,

for individuals and trusts) shares in land-rich companies, sale

of Australian branch assets and
Australian mining/ prospecting rights
and information

Losses e No carry back allowed;

e Must satisfy Continuity of Ownership (COT) (generally greater than 50%
underlying individual ownership) Concessions on COT test for public
companies; or

e Same Business Test (SBT)

Tax group — Tax consolidation rules for 100% Special rules for PEs and foreign-

prerequisites

wholly owned Australian entities —
Head entity must be a company

owned multiple entry groups

Company tax rate

30% (28.5% for small business entities)

Wealth tax

No wealth tax in Australia
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Resident corporations Non-resident corporations

Real Estate Taxes

1. Stamp duty on Yes — levied by the Australian state where the relevant land is situated —
transfer of real range of 1.25-7% of value of real property
property
2. Annual land tax | Land tax levied by the Australian state where the relevant land is situated,
levied by states | with tax-free thresholds ranging from $25,000-$599,999 and tax rates
on commercial | ranging from 0.02-2.67% per annum
and investment
properties




Australia

19

TAXES FOR INDIVIDUALS

Residents

Non-residents

General

income

Australian resident — worldwide

Australian source income

Calculation of

Generally cash for salaried employees — accruals if running a business

e Unlimited time in which to utilise

income
Tax year e Tax year = 1 July to 30 June
e Sole individual annual return
e Quarterly prepayments (unless salary and wage income which is subject to
withholding when paid)
Capital gains | e Starting point — same as other Since December 2006 capital gains are
income now limited to Australian land, shares in
e 50% reduction in gain if asset held | land-rich companies, sale of Australian
for more than 12 months branch assets and Australian mining/
prospecting rights and information
Non residents can no longer access the
50% CGT discount
Losses e No carry back

Tax rates as at
1 July 2015

Income ($)
0-18,200
18,201-37,000
37,001-80,000
80,001-180,000
180,001+

e Medicare levy of 2%

Tax (%)
Nil

19
32.5

37

45

The above rates do not include the:

e Temporary Budget Repair Levy;
this levy is payable at a rate of

Income ($) Tax (%)
0-80,000 32.5
80,001-180,000 37
180,001+ 45

Foreign residents are not required to pay
the Medicare levy

The above rates do not include the
Temporary Budget Repair Levy; this levy
is payable at a rate of 2% for taxable
incomes over $180,000

2% for taxable incomes over
$180,000
Tajx [ratze(s);ies' a1 Income ($) Tax (%) Income (3) Tax (%)
u
4 0-18,200 Nil 0-80,000 32.5
18,201-37,000 19 80,001-180,000 37
37,001-80,000 32.5 180,001+ 45
80,001-180,000 37 . . .
Foreign residents are not required to pay
180,001+ 45 .
the Medicare levy
The above rates do not include the: | The above rates do not include the
o Medicare levy of 2% Tempore)lry Budget R(;pe(l)irfl_evy; thiT levy
o Temporary Budget Repair Levy; is payable at a rate of 2% for taxable
this levy is payable at a rate of incomes over $180,000
2% for taxable incomes over
$180,000
Other No wealth tax and no inheritance tax in Australia (but there are CGT issues

on the death of an individual). Note also there are minimum superannuation
employer contribution requirements for Australian employees
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Employment income

Yes at source

Same for employment in Australia

Dividends

None at source

o Nil if fully franked

® 30% to non-treaty country

e 0%-15% for treaty country (depending on
treaty terms) and depending on percentage
of ownership

Interest

None at source

Generally 10% for treaty and non-treaty

Royalties

None at source

e Between 5% and 15% for treaty countries
e 30% for non-treaty countries

Payments to artists and
sportsmen

None at source

e Company tax rate for payments to
companies

e Foreign resident marginal rates if paid to
individuals

e Need to also consider relevant Double
Taxation Agreement (DTA) article (where
appropriate)

Australia has entered into a number of comprehensive Double Taxation Treaties and the

following table lists the rates applicable

Country Unfranked dividends Interest Royalties
Argentina 15% 12% 15%
Austria 15% 10% 10%
Belgium 15% 10% 10%
Canada 15% 10% 10%
Chile 15% 10% 10%
China 15% 10% 10%
Czech Republic 15% 10% 10%
Denmark 15% 10% 10%
Fiji 20% 10% 15%
Finland 15% 10% 10%
France 15% 10% 10%
Germany 15% 10% 10%
Greece! - - —
Hungary 15% 10% 10%
India 15% 15% 15%
Indonesia 15% 10% 15%
Ireland 15% 10% 10%
Italy 15% 10% 10%
Japan 15% 10% 10%
Kiribati 20% 10% 15%
Korea 15% 15% 15%

1 The Agreement with Greece deals with airline profits only.

2 Australia has signed limited Agreements with Aruba, British Virgin Islands, Cook Islands,
Guernsey, Isle of Man, Jersey, Kiribati, Marshall Islands, Mauritius and Samoa.

3 Australia also has Tax Information Exchange Agreements in force with a number of countries.
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Australia has entered into a number of comprehensive Double Taxation Treaties and the
following table lists the rates applicable

Country Unfranked dividends Interest Royalties
Malaysia 15% 15% 15%
Malta 15% 15% 10%
Mexico 15% 10% 10%
Netherlands 15% 10% 10%
New Zealand 15% 10% 10%
Norway 15% 10% 5%
Papua New Guinea 20% 10% 10%
Philippines 25% 15% 25%
Poland 15% 10% 10%
Romania 15% 10% 10%
Russia 15% 10% 10%
Singapore 15% 10% 10%
Slovakia 15% 10% 10%
South Africa 15% 10% 10%
Spain 15% 10% 10%
Sri Lanka 15% 10% 10%
Sweden 15% 10% 10%
Switzerland 15% 10% 10%
Taipei 15% 10% 12.5%
Thailand 20% 25% 15%
Turkey 15% 10% 10%
United Kingdom 15% 10% 5%
United States 15% 10% 5%
Vietnam 15% 10% 10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. As treaties
will not be identical, guidance should be sought in all cases. It is possible that lower rates than those

shown above may be available provided certain criteria are satisfied.
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V  INDIRECT TAXES

Residents Non-residents
General description Goods and services tax (GST) on the supply of goods and
services
Entities obliged to levy GST | Federal tax levied by way of GST at all levels of the
E production/service chain with right to tax credit
2 | Taxable activities All types of services and goods
E Taxable activities — zero- A zero rate (known as GST-free) applies to the export of
T |rated (examples) goods and services
§ GST free supplies (examples) | Food, health, education, exports, charitable activities,
g going concerns, farmland, precious metals
§ Refund of GST By way of tax credit in the chain of entrepreneurial activity
Tax liability Strict liability with entity rendering service or effecting sale
Tax rate 10%
Administrative obligations Precise accounting and documentation required
Real Property Taxes Levied at State level on land used in business — subject to
minimum threshold values
Stamp Duty Imposed at State level on various transactions and
conveyances at either a fixed rate or at ad valorem rates

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Austria

(Hannes Greimer, K&E Wirtschaftstreuhand GmbH, hannes.greimer@

ketreuhand.at)

I MAIN LEGAL FORMS

Legal form

Characteristic

Partnership (OG) and Limited
Partnership (KG)

Private Corporation (GmbH) and
Public Corporation (AG)

Partners/
shareholders

o Number
e Restrictions

e Two or more
e No restrictions

e One or more
e No restrictions

Directors

Management by partners One or
more

Management by directors, no restrictions
in number of managers

Establishment

No formal requirements

Notarial deed

Registration

Commercial Register at law court
— exceptions due to size

Commercial Register at law court

Annual accounts to be published
9 months after end of commercial year

Minimum capital

None

GmbH: €35,000 (€10,000 between

1 July 2013 and 28 February 2014 — has
to be made up to €35,000 by 1 March
2024); from 1 March 2014 onwards,
there is a possibility to reduce the paid
minimum capital for 10 years

AG: €70,000

Liability OG: Unlimited for all partners Limited for all shareholders/
KG: Limited to capital, at least one stockholders
partner has unlimited liability

Governance OQG: Partner/s e Managing director

KG: General partner/s

e Supervisory board (AG, GmbH in
some cases)
o Shareholder/Stockholder meeting

Audit requirements

Normally, no audit requirements,
but required for companies with
corporation as general partner

Yes, exemptions for small GmbH?

1

Small companies are companies which do not exceed two of the following criteria: turnover of

€10m; total assets of €5m; and 50 employees on average per year.

23
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Legal form

Characteristic

Partnership (OG) and Limited
Partnership (KG)

Private Corporation (GmbH) and
Public Corporation (AG)

Taxation e Partnership considered o Companies are subject to corporate
transparent/no taxation tax
e Partners subject to income tax
on their profit share
Usage Professional services o Small and medium-sized enterprises

e Plcs (AG) used for larger companies
seeking to be listed on stock market
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I CORPORATION TAX

Legal form
Description

Austrian resident corporation Permanent establishment (PE)

General description

Tax on income of corporations

Taxable entities

e Companies incorporated in Austria | e PE located in Austria
e Foreign companies with central
management and control located

in Austria

Taxable income

Worldwide income

Income derived by PE in Austria

Calculation of
taxable profits

Income for corporation tax = Accounting profit +/- tax adjustments

Interest payments

Deductible, no capitalization rules

Related party
transactions

All related party transactions must take place on arm’s length basis, special
documentation required in some cases

Tax year, return and
payment

Calendar year, but the financial year of a company may be any fixed
12-month period
Tax is payable in advance in quarterly instalments on the estimated profit.

Final payment or refund after tax assessment for the tax year. Interest after
September of the following year on the final payment

Capital gains Included in normal income. Profits or losses on the sale of investment shares
of more than 10% in foreign companies are tax-free (it has to be hold more
than one year)

Losses Carried forward unlimited, annual maximum offset is normally 75% of the
year’s profits. No carry back

Tax group A group comprises an Austrian parent company and its controlled

subsidiaries or PEs, which can be foreign (only EU countries) or domestic,
the share-ownership ratio has to be more than 50%

Tax rate

25%
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TAXES FOR INDIVIDUALS

Residents Non-residents

General description

Tax on the chargeable income of a person

Taxable entities and
taxable income

Non-residents are taxed on
income arising in Austria

Residents and individuals with
habitual abode in Austria are
taxed on their worldwide income

Types of taxable
income

e Property income (rent and transfer)

e Income from capital investment (interest, sale of goodwill,
dividends, royalties, annuities)

e Income from business activities

e Income from previous or current employment

Calculation of
income

Profit in seven so-called schedules (agriculture, professional service,
business, employment, rental, capital and ‘other’)

Non-residents have to add €9,000 to their taxable income

Tax year, tax
assessment and tax
payment

e Tax year = calendar year. Tax return due 30 April of the following
year or, if electronically filed, 30June
e Quarterly prepayments, final payment or refund at the end of the

.E' year
g e Employment income — tax payment usually from employer
S o Interest Tax — tax deduction from bank or to be declared
= individually
e Special tax for selling real estate since 2012
Losses Deductible against income from the same category. Generally
compensable but many specific rules
Carry forward unlimited for Austrian trade losses. No carry back of
losses
Tax rates Band of taxable income (€) Rate of tax applicable to band (%)
0-11,000 0
11,001-18,000 25
18,001-31,000 35
31,001-60,000 42
60,001-90,000 48
90,001-1,000,000 50
Over 1,000,000 55 (for the years 2016 till 2020)
General description | Under the new taxation regime, from 2011 onwards capital gains are
taxable independent of the holding period
8 Taxable entities and | All capital gains are taxable at a tax rate of 25%/27.5%. No more
QO |chargeable assets speculative period in use
% | Calculation of gain | Sales minus acquisition costs
E Tax year, tax o Taxable chargeable gains are part of year’s income
'S assessment and tax | e Tax to be deducted from the capital gains when capitals gains are
— |payment paid from bank institutes or part of the tax assessment
E | Losses e Deductible from taxable chargeable gains of the same quality
S e No carry forward
Tax rates e 25% for bank accounts and saving books, all other 27.5%; or

e part of total income
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Domiciled

Non-domiciled

Inheritance Tax (IHT)

General description

There has been no IHT since 1 August 2008

Taxable entities and
chargeable assets

Calculation of
charge

Taxable events

Allowances

Tax rates
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents’

Natural persons

Legal entities

Employment income
(wage tax)

Same tax rates as tax
rates for individuals

Same tax rates as tax
rates for individuals
—only for income in
Austria

No wage tax for legal
entities

Some specific incomes | No withholding tax 20% —25% 25%
for residents and
individuals with
habitual abode in
Austria
Dividends 27.5% 27.5% 27.5%
Interest from banks 25% Since 30 June Nil
2011: 35%
Royalties subject to income tax | 20% 20%

Reduced rate available under the relevant Double Taxation Treaty (Examples)

according to Directive.
General reduced rate. Reduced rates (for example, intercompany dividends) may apply. This has

to been checked for individual cases.

General reduced rate, with many exceptions.

5 General reduced rate. In some cases, there are exceptions.

Country Dividends® Interest* Royalties®
Albania 15% 5% 5%
Algeria 15% 10% 10%
Armenia 15% 10% 5%
Australia 15% 10% 10%
Azerbaijan 15% 10% 10%
Bahrain Nil Nil Nil
Barbados 15% Nil Nil
Belarus 15% 5% 5%
Belgium 15% 15% Nil
Belize 15% Nil Nil
Bosnia and Herzegovina | 10% 5% 5%
Brazil 15% 15% 15%
Bulgaria 5% 5% 5%
Canada 15% 10% 15%
China 10% 10% 10%
Croatia 15% 5% Nil
Cuba 15% 10% 5%
Cyprus 10% Nil Nil
Czech Republic 10% Nil 5%
Denmark 15% Nil Nil
Estonia 15% 10% 10%
2 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty or
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Reduced rate available under the relevant Double Taxation Treaty (Examples)

Country Dividends® Interest* Royalties®
Finland 10% Nil 5%
France 15% Nil Nil
Georgia 10% Nil Nil
Germany 15% Nil Nil
Greece 15% 8% 7%
Hong Kong 10% Nil 3%
Hungary 10% Nil Nil
India 10% 10% 10%
Indonesia 15% 10% 10%
Iran 10% 5% 5%
Ireland Nil Nil Nil
Israel 25% 15% 10%
Italy 15% 10% Nil
Japan 20% 10% 10%
Kazakhstan 15% 10% 10%
Korea 15% 10% 10%
Kuwait Nil Nil 10%
Kyrgyzstan 15% 10% 10%
Latvia 10% 10% 10%
Liechtenstein 15% 10% 10%
Lithuania 15% 10% 10%
Luxembourg 15% Nil Nil
Macedonia 15% Nil Nil
Malaysia 10% 15% 10%
Malta 15% 5% 10%
Mexico 10% 10% 10%
Moldova 15% 5% 5%
Mongolia 10% 10% 5%
Morocco 10% 10% 10%
Nepal 15% 15% 15%
Netherlands 15% Nil Nil
New Zealand 15% 10% 10%
Norway 15% Nil Nil
Pakistan 15% 15% 10%
Philippines 25% 15% 15%
Poland 15% 5% 5%
Portugal 15% 10% 5%
Qatar Nil Nil 5%
Romania 5% 3% 3%
Russia 15% Nil Nil
San Marino 15% Nil Nil
Saudi Arabia 5% 5% 10%
Serbia 10% 10% 10%
Singapore 10% 5% 5%
Slovenia 15% 5% 5%
South Africa 15% Nil Nil
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Reduced rate available under the relevant Double Taxation Treaty (Examples)

Country Dividends® Interest* Royalties®
Spain 15% 5% 5%
Sweden 10% Nil Nil
Switzerland 5% 5% 5%
Tajikistan 10% 8% 8%
Thailand 20% 25% 15%
Tunisia 20% 10% 15%
Taiwan 10% 10% 10%
Turkey 15% 15% 10%
Ukraine 10% 5% 5%
United Arab Emirates 20% Nil Nil
United Kingdom 15% Nil Nil
United States 15% Nil Nil
Uzbekistan 15% 10% 5%
Venezuela 15% 10% 5%
Vietnam 15% 10% 10%

Note: the above rates are only available provided the specific treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES
Residents Non-residents
General Tax on the supply of goods and services (VAT)
description
Entities obliged to | Sales tax at all levels of the production/service chain with right to tax
levy VAT credit
Taxable activities | Delivery of goods and services in Austria
Taxable activities | A zero rate applies to the export of goods and services, including
— zero-rated transport
(examples)
Exemptions e Transactions related to the sale or lease of any property located in
(examples) Austria (option to VAT possible)
e Banking and insurance services
e Educational supplies
e Certain welfare services, including hospital and medical care
services
e Small business entrepreneurs (limit up to €30,000)
Refund of VAT By way of tax credit in the chain | For foreigners, electronic VAT
of business activity — no credit for | refund procedure
tax paid on tax- exempts o EU: Tax refund in the home
country
R e Non-EU: Tax refund to be
'<>T: claimed in Austria (Graz)
% | Tax liability e Normally the supplier of goods and services is responsible for
] charging VAT
E e Reverse charge for certain supplies of goods and services (eg
b consultancy services received from businesses established outside
g Austria)
;v Tax rates There are 3 tax rates at present: 10%, 13% and 20%. Most goods

and services in Austria are taxed at 20%, but certain essential goods
and services are taxed at 10%. From 2016 onwards, there is a tax
rate of 13% for some agricultural products, works of art and sporting
events; and, from 1 May 2016, also for lodging, theatre and musical
performances and entrance fee in museums

Administrative
obligations

e Formal requirements e Registration for VAT purposes,
concerning invoices concerning supplies of goods

e VAT identification number must | and services in Austria
be shown on all invoices e Austrian annual VAT return

e Monthly self- assessment o Fiscal representation possible
VAT return plus VAT payment but, in many cases, not
(smaller businesses quarterly) obligatory

e Recapitulative statement

e Annual VAT return

e VAT groups of entities are
possible

e A Cash Register is necessary —
exemption for very small
enterprises

e Compulsory receipt for every
transaction
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Residents Non-residents

Real Property Tax based on a special valuation (usually low)

Real Property Transfer Tax | e 3.5% of the value of transaction if sold against payment

e Between 0.5% and 3.5% on a calculated value for transaction for
non-paid transactions and for all transactions of specific relatives, no
matter if against payment or not

e Specific rules for the calculated value for tax reasons

Stamp Duty Stamp duty is levied on a number of transactions (for example,
assignment of receivables, rent and lease contracts). The stamp duty
on mortgages has been abolished

For example, the tax rate on a 3-year rent is about 1%

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Azerbaijan

(Hasan Hagverdiyev, Nexia EA LLC, hasan.hagverdiyev@nexia.az)

I MAIN LEGAL FORMS

Legal form Open Joint Stock Company (O)SC)
Limited Liability Company (LLC) and Closed Joint Stock Company
Characteristics (CJsO)
Partners/shareholders | e One or more e One or more

e Number
e Restrictions

e None

e None

Directors

Director as appointed by general
meeting of founders

Director as appointed by general
meeting of shareholders

Establishment

Can be founded as new or created through restructuring

Registration

State Registration Body of Commercial Legal Entities

Minimum capital

Unlimited

Minimum limit is appointed by
the relevant government body
(Azerbaijan Civil Code 103.5)

Liability

Limited to invested capital in business

Governance

General Meeting of Members,
Board of Directors

General Meeting of Shareholders,
Board of Directors

Audit requirements

Audit is mandatory for LLC

Audit is mandatory

Taxation

Corporate taxation

33
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I CORPORATION TAX

Legal Form
Description

Resident corporation

Permanent establishment (PE)

General description

Corporate income tax

Corporate income tax, Branch net
profit remittance tax

Taxable entities

Any legal entity established in
accordance with the legislation of the
Azerbaijan Republic and performing
entrepreneurial activity or the entity
which is managed in Azerbaijan

PE located in Azerbaijan'

Taxable income

Worldwide income

A PE of a foreign legal entity is
subject to taxation with respect to the
income attributable to such PE

Calculation of
taxable profits

Profit tax is computed on the basis of an enterprise’s taxable profits. Profits
are defined as the difference between the gross income and deductions

allowed by the legislation

Interest payments

Transfer pricing rules are in place that
require funding arrangements to be at
arm’s length for interest payment to
remain tax deductible

Transfer pricing rules are in place that
require funding arrangements to be at
arm’s length for interest payment to
remain tax deductible

Related party
transactions

All related party transactions must take place on arm’s length basis

Tax year, return and
payment

Tax year is calendar year

Tax return should be submitted and final tax payments should be made
no later than 31 March after the end of a tax year

Advance tax payments are made within 15 days after the end of each

calendar quarter

Capital gains There is no separate capital gains taxation in Azerbaijan. Proceeds from the
disposal of capital assets are included in the ordinary taxable income
Losses Companies are allowed to carry forward their losses during a period of
5 years without limitation
Tax group No No
Tax rate 20%? 20%?

1 A PE is an establishment of a foreign legal entity, through which it fully or partially performs
commercial activity (for these purposes, a PE may be considered a management unit, office
bureau, agency, construction site, etc) for more than 90 consecutive days within any 12-month

period.

tax rate is reduced from 22% to 20%.

According to the changes to the Tax Code in June 2009, effective from 1 January 2010, the profit
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General
description

Persons actually staying in the territory of Azerbaijan Republic for more
than 182 days during a calendar year are considered as residents?

Taxable entities

Taxable entity — physical person Taxable entity — physical person

.and taxable Taxable income — worldwide Taxable income — income
income income (income generated in and | generated from sources in

outside of Azerbaijan Republic) Azerbaijan Republic
Types of taxable Income from employment in Azerbaijan (salary, wage, etc)
income

Income from activities not connected with employment (income from
entrepreneurial activity)*

All other kinds of income that are not tax exempt

Calculation of
income

Income is calculated as the difference between gross income for a tax
year and expenses or deductions for this period

Tax year is the calendar year

Tax assessment — resident individual taxpayers (excluding employees)
should prepare and file tax returns no later than 31 March of following
year

Tax payment — the above-mentioned taxpayer should pay all the taxes by
31 March considering the quarterly current tax payments which are due
by the 15th day after the end of each quarter

Losses Losses can only be offset against taxable income from commercial
activities of individual taxpayers. Such losses can be carried forward for
3 years

Tax rates Monthly income: less than AZN Monthly income: less than AZN

2,500 — 14% tax

More than AZN 2,500 — AZN
350 + 25% of the amount
exceeding AZN 2,500

2,500 — 14% tax

More than AZN 2,500 — AZN
350 + 25% of the amount
exceeding AZN 2,500

3 Residency of a physical person who stays either in the territory of the Azerbaijan Republic or in
a foreign country for less than 182 days will be considered a resident of the Azerbaijan Republic
according to the following criteria:

e Place of permanent stay

o Centre of vital interests

e Regular place of residence

o Citizenship of the Azerbaijan Republic.

From 2010 the business income for individual entrepreneurs is subject to taxation at 20%.

The income of non-entrepreneurial persons is subject to ordinary personal income tax rates.
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Residents Non-residents

Capital Gains Tax (CGT)

General
description

There is no definition of capital gains of individuals in the tax legislation
of Azerbaijan. However, income from the disposal of assets (as a
difference between the purchase and sale value) is considered taxable
income:

e 14% to 25% of the income after expenses being deducted for non-
residents with a permanent establishment (PE)
e 10% at the source of payment for non-residents without a PE

If tax treaties provide for lower rates, a credit or refund of the excess tax
amount is possible

Taxable entities
and chargeable
assets

Tax year, tax
assessment and tax
payment

Losses

Tax rates

Domiciled Non-domiciled

Inheritance Tax (IHT)

General
description

There is no inheritance tax

Taxable entities
and chargeable
assets

Calculation of
charge

Taxable events

Allowances

Tax rates
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends 10% 10%
Interest 10% 10%
Royalties 14% 14%

On payments to artists and
sportsmen

income tax

Prizes less than AZN 4,000 won in international competitions
or AZN 200 won in national competitions are exempt from

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Austria 15% 10% 10%
Belarus 15% 10% 10%
Belgium 5% 10% 10%
Bulgaria 8% 7% 10%
Canada 15% 10% 10%
China 10% 10% 10%
Czech Republic 8% 10% 10%
Estonia 10% 10% 10%
Finland 10% 10% 10%
France 10% 10% 10%
Georgia 10% 10% 10%
Germany 15% 10% 10%
Hungary 8% 8% 8%
Iran 10% 10% 10%
Kazakhstan 10% 10% 10%
Latvia 10% 10% 10%
Lithuania 10% 10% 10%
Luxembourg 10% 10% 10%
Moldova 15% 10% 10%
Netherlands 10% 10% 10%
Norway 15% 10% 10%
Poland 10% 10% 10%
Qatar 7% 7% 5%
Republic of Korea 7% 10% 10%
Romania 10% 8% 10%
Russia 10% 10% 10%
Switzerland 15% 10% 10%
Tajikistan 10% 10% 10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. As treaties
will not be identical, guidance should be sought in all cases. It is possible that lower rates than those
shown above may be available provided that certain criteria are satisfied. If the treaty rate is higher
than the domestic rate, the domestic rate will apply.
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V  INDIRECT TAXES
Residents Non-residents
General Value added tax (VAT) is levied on the supply of goods and services and
description on the import of goods
Entities obliged | Any person who is or is to be registered as a VAT payer is regarded
to levy VAT a taxable person. Companies are required to register for VAT if their
taxable income exceeds AZN 200,000 for the previous 12 months
Taxable activities | The supply of goods and services in Azerbaijan and imports to
Azerbaijan are subject to taxation. Barter transactions are also subject to
VAT. Such transactions are valued in accordance with normal prices
Taxable activities | The zero rate applies to:
— zero-rated e exportation of goods and services
(examples) e operations under the Production Sharing Agreements regimes
e importation of goods, the supply of goods, and the implementation of
works and provision of services to grant recipients on the expense of
financial aid (grants) received from abroad
- e international and transit cargo and passenger transportation, as well as
2 the supply of works and services directly connected with international
Ef and transit flights; and
& o the supply of gold and other valuables to the National Bank of
2 Azerbaijan
§ Exemptions Some of the most important exemptions from VAT are the following:
g | (examples) o the supply and import of the national and foreign currencies (except
§ for numismatic purposes) as well as of securities

o the import of gold and valuables to be deposited with the National
Bank of Azerbaijan, as well as import of monetary means, anniversary
coins and other similar valuables of Azerbaijan, manufactured abroad

e investment of property in the form of shares into the charter capital of
a company, with the exception of imported property®

Refund of VAT

The credited tax amount that exceeds the calculated tax amount in the
accounting period shall be carried forward to the following 3 months
and credited against the payments of that period. Any balance of the
excess payment shall be refunded from the treasury within 45 days after
filing a tax return for that period

Tax liability

Supplier of goods and services and importer is responsible for charging VAT

Tax rates

Tax rate is 18%

Administrative
obligations

Any person who is or is to be registered as a VAT payer is regarded as
a taxable person. Companies are required to register for VAT if their
taxable income exceeds AZN 200,000 for the previous 12 months

5 The Cabinet of Ministers is entitled to grant exemptions for the import of goods and equipment
used for production purposes or to provide advanced technology know-how. Such exemptions
are granted for a specific period and in a specific area, and can only be granted if it is impossible
to satisfy the respective needs from local resources.
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Residents Non-residents

Real Property Taxes Property tax is levied on both movable and immovable tangible assets
owned by individuals and companies. The tax base varies according
to the identity of the taxpayer. Resident companies are subject to tax
on their tangible assets recorded on their balance sheet. Non-resident
companies carrying out a business activity by a PE in Azerbaijan

are only subject to tax on their tangible assets connected with the
permanent establishment

Stamp Duty None

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Bahrain

(Nabeel Al Saie, Nabeel Al-Saie — Public Accountants, nabilsai@batelco.com.bh)

MAIN LEGAL FORMS

Legal form

Characteristics

Partnership, Limited Liability
Partnership (WLL), Single Person
Company (SPC)

BSC (Closed) and BSC (Public)

Partners/shareholders

o Number
e Restrictions

General partnership: minimum
number — two

WLL companies: partners should
not exceed 50

SPC companies: fully owned by
one person

BSC (Closed): number of persons not
less than two

BSC (Public): minimum number
—seven

Directors

No minimum/maximum
requirements

BSC (Public): minimum number of
directors is five

BSC (Closed): minimum number of
directors is three

Establishment

In accordance with Bahrain Commercial Companies Law

Registration

Registration through Bahrain Commercial Companies Law

Minimum capital

WLL: BHD20,000
SPC: BHD50,000

BSC (Public): BHD1Tm
BSC (Closed): BHD250,000

Liability WLL: only liable to the extent of BSC (Public): liable for the
their respective share in the capital | company’s debts and obligations
Partnership: partners are jointly onl}/ to the extent of the value of
liable to the extent of all their their share
property of the company’s BSC (Closed): N/A
obligations

Governance As per Memorandum and Articles | Board of Directors and ultimately

the equity shareholders in General
Meeting

Audit requirements

As per Memorandum and Articles
— audit is mandatory

Independent audit report to the
shareholders as per the regulations

Taxation

No tax

No tax
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I CORPORATION TAX

Legal form ip, Limi iabili
2 Partnersl"up, leltfed Liability BSC (Closed) and
Partnership WLL, Single Person .
.. BSC (Public)
Description Company (SPC)

General description

No tax

No tax

Taxable entities

Taxable income

Calculation of
taxable profits

Interest payments

Interest is allowed on accrual basis

Related party
transactions

Transactions between related companies or persons are deemed to take

place at market value

Tax year, return and
payment

Capital gains

Losses

As per the Articles of Association

Tax group

Tax rate
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TAXES FOR INDIVIDUALS

Residents

Non-residents

General description

There is no income tax for individuals

Taxable entities and
taxable income

Tax rates

> .
& | Types of taxable income
%] .
g Calculation of income
£ | Tax year, tax assessment

and tax payment

Losses

Tax rates
2 | General description There is no capital gains tax
8 Taxable entities and
E chargeable assets
| Calculation of gain
c
K] Tax year, tax assessment
LT: and tax payment
S
‘5 | Losses
&
© | Tax rates

Domiciled Non-domiciled

2 | General description There is no inheritance tax
L | Taxable entities and
>
8 | chargeable assets
g Calculation of charge
c
£ | Taxable events
S
_gé» Allowances
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

sportsmen

Dividends Nil Nil
Interest Nil Nil
Royalties Nil Nil
On payments to artists and Nil Nil

Note: Bahrain has double tax treaties with a number of countries but these are of no relevance to
the rate of withholding tax as there is none.
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V  INDIRECT TAXES

Residents Non-residents
General description There is no VAT in Bahrain

Entities obliged to levy VAT
Taxable activities

Taxable activities — zero-
rated (examples)

Exemptions (examples)
Refund of VAT |
Tax liability
Tax rates

Value Added Tax (VAT)

Administrative obligations |

Real Property Taxes There are no real property taxes in Bahrain
Stamp Duty There are no stamp duties in Bahrain

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Barbados

(Anthony Hobbs, Hobbs, Niles & Co, ahobbs@hobbsniles.bb)

I MAIN LEGAL FORMS

Legal form

Characteristics

Limited Partnership

o Regular Barbados Company/Corporation

e International Business Company

o International and Domestic Society with
Restricted Liability

e Exempt Insurance Company

e Qualifying Insurance Company

Partners/ Shareholders/
Members

e Number
e Restrictions

One or more
No restrictions

One or more
No restrictions

Directors

General partner or
limited partners

Resident and overseas directors/managers

Establishment

Partnership agreement

Articles of Incorporation (registered)

Registration

Corporate affairs and
Intellectual property
office

Corporate affairs and Intellectual property office

Minimum capital

None

None

Liability General partner Generally limited to shareholders and capital
liable for all debts invested
and obligations
Limited liability for
limited partners
Governance General partner and | Board of Directors/ Managers

general meeting

Shareholders’/ Members’ meetings

Audit requirements

None

Required for Companies or Societies whose
assets/revenue exceeds Bds$4,000,000

Taxation

Partners’ share of
partnership income

— Subject to corporation tax rate on worldwide
income

— Dividends distributed to individuals are
generally subject to withholding tax

— Dividends distributed to corporations are not
subject to withholding tax

Usage

Financial
organizations and
professional practices

Public corporation, small and medium-sized
enterprises
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I CORPORATION TAX

Legal form

Description

Resident corporation

Permanent establishment (PE)

General description

Corporation Tax

Taxable entities

Companies registered in Barbados | PE located in Barbados
and foreign companies with
mind and management located in

Barbados

Taxable income

Worldwide income Income derived by PE in Barbados

Calculation of taxable
profits

Accounting income is adjusted for various tax add-backs and allowances
to arrive at taxable income

Interest payments

Interest payments deducted by an associated or a related company
which do not take place at arm’s length and are not paid within one year
must be added back to assessable income

Interest payments deducted by a non-associated or non-related company
and not paid within two consecutive years after the income year in
which the amount was deducted must be added back to the assessable
income

Related party
transactions

Related party transactions should take place on an arm’s length basis

Tax year, return and
payment

Tax year — Business year (Calendar or different year end)

Tax returns must be filed on 15 March for companies with fiscal year
ends between 1 January and 30 September, and 15 June for companies
with fiscal year ends between 1 October and 31 December. Balance of
taxes are due at 15 March and 15 June

Capital gains No capital gains taxes in Barbados

Losses Business losses can be carried forward for seven (7) years which became
effective from the 2015 income year. No business losses can be carried
back to prior income years

Tax group No filing of consolidated tax returns are permitted

Tax rate Regular Barbados Company —25% | As for domestic entities but subject

to the terms of relevant Double

Approved Small Business — 15% i
Taxation Agreement

International Business Company
—2.5% up to Bds$10m and at
reduced rates thereafter

International Society with
Restricted Liability — 2.5% up to
Bds$10m and at reduced rates
thereafter

Qualifying Insurance Company

- 25% and reduced by foreign
currency tax credits to an effective
tax rate of 1.7%
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TAXES FOR INDIVIDUALS

Residents

Non-residents

General
description

Income tax on income for individuals

Taxable entities
and taxable
income

Resident individuals are subject
to personal income tax on
worldwide income from all
sources

Non-resident individuals are
taxable generally on income from
Barbados sources

Types of taxable
income

Employment, business, rental,
dividends, interest, royalties and
other

Employment, business, rental,
dividends and other

Calculation of

Aggregate of income minus

Aggregate of income. Generally,

% income certain deductions no personal deductions
o | Tax year, tax Tax year — Calendar year
g assessment and tax | ge|f assessment return and balance of taxes are due for filing on 30
£ |payment April, following the end of year
Losses No losses from business or property can be deducted against
employment income. Losses from residential rental income can be
carried forward for seven years
Tax rates Basic personal amount tax-free: | Same as for residents except no
$25,000 personal deductions
Progressive tax rates:
e 16% of taxable income up to
and including $35,000
® 33.5% of taxable income above
$35,000
Residents Non-residents
General No capital gains taxes in Barbados
| description
G | Taxable entities No capital gains taxes on entities or assets
% and chargeable
& |assets
2 | Calculation of gain | None None
6 Tax year, tax None None
£ |assessmentand tax
5- payment
Losses None None
Tax rates None None
Domiciled Non-domiciled
General No inheritance taxes in Barbados
| description
E Taxable entities None None
% | and chargeable
= |assets
§ Calculation of None None
;g charge
_:::' Taxable events None None
~ | Allowances None None
Tax rates Barbados has no inheritance estate taxes, duties or gift taxes
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents
Dividends 12.5% 15%
Interest 12.5% 15%
Royalties 0% 15%
On payments to artists and sportsmen | 0% 25%

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Austria 15% 0% 0%
Bahrain 0% 0% 0%
Botswana 12% 10% 10%
Canada 15% 15% 10%
Caricom 0% 15% 15%
China (PRC) 10% 10% 10%
Cuba 15% 10% 5%
Czech Republic 15% 5% 5%
Finland 15% 5% 5%
Ghana Not yet in force Not yet in force Not yet in force
Italy Not yet in force Not yet in force Not yet in force
Iceland 15% 10% 5%
Luxembourg 15% 0% 0%
Malta 15% 5% 5%
Mauritius 5% 5% 5%
Mexico 10% 10% 10%
Netherlands 15% 5% 5%
Norway 15% 5% 5%
Panama 5% 7.5% 7.5%
Portugal Not yet in force Not yet in force Not yet in force
Qatar 0% 0% 5%
Rwanda Not yet in force Not yet in force Not yet in force
San Marino 5% 5% 0%
Seychelles 5% 5% 5%
Singapore 0% 12% 8%
Spain 0% 0% 0%
Sweden 15% 5% 5%
Switzerland 0% 0% 0%
United Arab Emirates | Not yet in force Not yet in force Not yet in force
United Kingdom 0% 0% 0%
United States 15% 5% 5%
Venezuela 10% 15% 10%

Note: International Business Companies, International Societies with Restricted Liabilities, Exempt
Insurance Companies and Qualifying Insurance Companies are exempt from withholding taxes on
payments to non-resident persons or international business entities. Specific legislation applies.

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES
Residents Non-residents
General description Goods and services are subject to Value Added Tax. Some goods and
services are zero-rated or exempt
Entities obliged to levy | Corporations, partnerships and proprietors who are registered
VAT with the Barbados Revenue Authority. Taxable supplies more than
Bds$200,000
Taxable activities Goods and services unless zero-rated or exempt
Taxable activities — Services and goods rendered to companies in the International
% zero-rated (examples) | Business sector regime. A basket of food items
£ | Exemptions (examples) | Financial services, education, healthcare, certain real properties
é Refund of VAT Input tax credits if related to Same rules as residents if registered
:E taxable or zero-rated supplies for VAT 8
= | Tax liability Output tax
~ [ Tax rates 17.5% 17.5%
Administrative Registration if more than Same requirements for residents if
obligations Bds$200,000 of taxable non-resident is carrying on business
supplies in Barbados
e Collection of VAT tax
e Filing of VAT returns on
a 2-month period and
remitting balance due
Real Property Taxes Vacant Land Non Residential Residential

0% on first Bds$150,000

0.10% on the next $300,000

0.45% on the next $550,000

0.75% on amounts over $1,000,000

Property transfer tax is payable by the vendor at a rate of 2.5% of the
sale price

0.80% 0.70%

Stamp Duty

1% of the sale price

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 TSA

© Nexia International 2017






Belgium

(Edwin Vervoort, VGD, edwin.vervoort@vgd.eu; David Lornoy, VCD,
david.lornoy@vgd.eu)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders
e Number
e Restrictions

No restrictions. A partnership has
no legal personality

Public limited liability company
(NV/SA): at least two shareholders

Private limited liability company
(BVBA/SPRL): at least one
shareholder (when this is a legal
person, the company-subscriber
of the whole capital of a BVBA

is also jointly responsible for all
engagements of the company, as
long as the company-shareholder
remains the only shareholder)

Directors

No specific requirements to
register

NV: three directors at least or two in
case of only two shareholders

BVBA: at least one manager

Establishment

Notary deed or private contract

Notary deed

Registration

No specific requirement to register

e Deposit at the registry of the
commercial court

e Publication in the annexes of the
Belgian Official Gazette

e Inscription in the register of legal
persons (Crossroads Bank for
Enterprises)

Minimum capital None NV (SA): €61,500, fully subscribed
and paid-in
BVBA (SPRL): €18,550, fully
subscribed, minimum €6,200 paid-
in or €12,400 in case of only one
shareholder
‘Starters’ BVBA (SPRL): €1 capital

Liability Unlimited Limited liability

Governance No specific rules apply Board meetings

Shareholders’ meetings
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Legal form
Characteristics

Partnership

Private corporation (Ltd) and
Public corporation (Plc)

Audit requirements

None

Companies are subject to statutory
audit if certain limits are exceeded
(turnover, balance total, number of
personnel)

Taxation

Transparent for tax purposes. Tax
is levied on behalf of the partner’s
level

Resident companies are subject
to corporation tax on their profits
derived anywhere in the world
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I CORPORATION TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Resident companies are subjectto | Companies with a Belgian PE are
corporation tax on their worldwide | taxable on all income derived
income from such establishment

Taxable income

Worldwide profits with some relief | All income derived from such
to avoid double taxation (DTTs) establishment

Calculation of taxable
profits

Accounting profit is adjusted for various tax add-backs and allowances
to arrive to profits chargeable to corporation tax

Notional interest deduction (NID): up to 1.13% (1.63% for SMEs) for tax
year 2017 calculated on the equity of the company (subject to certain
deductions/restrictions). Excess of notional interest deduction cannot be
carried forward (beginning from taxable period 2012)

A participation exemption of 95% applies to dividends received if the
following conditions are met:

e The recipient company must own a minimum participation of 10% or
a participation with an acquisition value of at least €2.5m

e The shares must be held for at least one year in full ownership

e The distributing company is subject to a common corporate tax regime
(taxation test)

Patent income deduction regime: income from qualifying patents can
be exempted from taxes for 80%. R&D department within the company
is not required for SMEs. The current patent income deduction regime
is abolished as of 30 June 2016 (but grandfathering period until 30 June
2021) and will be replaced by the deduction for innovation income.
The new deduction reflects a broader scope of the qualifying income
(eg breeder rights are eligible). In contrast to the previous regime, the
qualifying income will be calculated on a net basis but the percentage
of the deduction will be raised to 85%. Also new is the nexus approach
to ensure that, in order to qualify for the benefits, a significant
proportion of the actual R&D activities must have been undertaken

by the taxpayer itself

Interest payments

Interest expenses are tax deductible expenses when these are at arm'’s
length. Thin capitalisation restrictions apply to loan if granted by
shareholders or directors; 1:1 debt to equity ratio

For loans granted by a company enjoying an advantageous tax regime,
the rate is 5:1 debt to equity ratio

For loans granted by some group companies, a 5:1 debt to equity ratio
can apply

Related party
transactions

All related party transactions must take place on an arm’s length basis,
and transactions between related parties must be at fair market value
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Legal form
Description

Resident corporation Permanent establishment (PE)

Tax year, return and
payment

Usual tax year coincides with the calendar year, but the accounting year
of a company can be fixed for any 12-month period

Legally the return must be filed not later than 6 months after the end of
the accounting period. In practice a term of 8 or 9 months is allowed

Companies can make advance payments of taxes in four instalments:

o for the first quarter, no later than 10 April

o for the second quarter, no later than 10 July

o for the third quarter, no later than 10 October

o for the fourth quarter, no later than 20 December

(if tax year does not coincide with the calendar year, other deadlines
apply)
If the advance payments are too little compared to the final tax burden,

there is an increase for insufficient prepayments. Small companies are
exempted from making instalment payments during the first three tax years

Final notice of assessment will be issued no later than 18 months after
the end of the tax year

Capital gains

Capital gains are subject to the standard corporate income tax rate of
33.99%. Capital gains realised on tangible and intangible fixed assets
can benefit from a deferred taxation regime

Capital gains on shares are exempted if certain conditions are met (hold
period of at least 12 months and taxation test have to be satisfied). As
from 2013 capital gains on shares are taxed at a rate of 0.412% for
companies not qualifying as an SME

Capital gains on shares realised within 12 months after acquisition are
taxed at a rate of 25.75% (applies to all companies)

Capital losses on shares are not deductible (exemption in case of
liquidation of the company and to the extent of loss of the original paid-
in capital)

Losses

Tax losses can be carried forward (no time limit)

Tax group

Not available

Tax rate

General rate: 33.99% (if certain conditions are met, reduced tax rates
apply: 24.98% and 31.93%)

For large companies (not SME companies) a fairness tax at a rate

of 5.15% is also due if, for the same taxable period, the company
distributes dividends and the taxable base is reduced with previous year
tax losses and current year NID
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General
description

Tax levied on the taxable income a taxpayer receives during the
preceding calendar year

Taxable entities
and taxable
income

Non-residents are taxed on
income arising from Belgian
source

Residents are taxed on their
worldwide income with some relief
to avoid double taxation (DTTs)

Types of taxable
income

e Property income (usually rent)

e Income from capital investment (interests, dividends, royalties)
e Income from independent business activities

e Income from employment

e Pensions

e Capital gains

e Miscellaneous income

Calculation of
income

The taxable income equals the gross income minus expenses and minus
certain allowances

A specific tax regime for expats exists. Several allowances apply.
Income that can be allocated to working days performed outside
Belgium are exempt from taxes (travel exclusion)

Tax year, tax
assessment and
tax payment

e Tax year = calendar year

o Tax assessment — issued by the Belgian tax authorities by the end of
June of the second year following the calendar year

e When no form is received by 30 June of the year following the
calendar year during which the income is earned, the taxpayer must
ask the authorities to send a form

Losses Tax losses of professional activities can be carried forward (no time
limit)
Tax rates Income (€) Tax rate (%) (for tax year 2017)
0-10,860 25
10,860-12,470 30
12,470-20,780 40
20,780-38,080 45
> 38,080 50

Local taxes can apply from 0% to 10% (calculated on the taxes due)

Interest, dividends, royalties are taxed separately at tax rates from 10%
to 30% (see also section 1V)
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Residents Non-residents
General In general no capital gains tax for individuals
g description Capital gains tax on sale of land or buildings applies if transaction
Q occurs within a period of 5 to 8 years after acquisition and varies from
% 16.50% to 33% + local taxes
z Capital gains on shares: taxable at 33% + local tax unless the
'S transaction can be considered as a normal management of the
= individual’s private estate
'é. Capital gains on shares: 16.5% + local tax if the transaction concerns
© a participation of at least 25% of the company and sold to a company
outside the EEA (European Economic Area)
Belgian domiciled Non-Belgian domiciled
Taxable entities | In case of Belgian tax residency, Only real estate located in
and chargeable | Belgian inheritance taxes become due | Belgium
assets
| Calculation of | Based on value of estate, subject to exemptions
£ charge
= | Allowances Vary from region to region (Flanders, Brussels and Wallonie)
E Tax rates Tax rates may differ from region to region and vary between 3%-30%
e (direct line and husband-wife) but may reach up to 80% for non-related
.*g persons depending upon total value of assets and the kinship between
_°§‘ the deceased and the beneficiary

Certain exemptions and reduced tax rates apply for family-owned
businesses and family-owned companies

In most cases inheritance taxes can be avoided extremely by well-timed
gifts
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents
(final taxation for individuals)

Payments to non-residents'

Dividends

General: 30%

15% for SMEs if certain conditions are
met (only for dividends remunerating
new capital paid in cash)

All SMEs are allowed to allocate part or
all of their yearly ‘profit after taxes’ to a
‘liquidation reserve’. This reserve needs
to be recorded on an unavailable equity
account (which cannot serve as a basis
for any distribution or remuneration)
and will be (immediately) subject to a
separate 10% tax

No additional taxation (withholding or
personal tax) will be due provided the
‘liquidation reserve’ is maintained until
liquidation and hence distributed as a
liquidation bonus

If the ‘liquidation reserve’ is distributed
during the first 5 years, a 17% or 20%?
withholding tax will be due

If the “liquidation reserve’ is distributed
after 5 years and before liquidation, a 5%
withholding tax will be due

The FIFO method will apply for any
withdrawal from the ‘liquidation reserve’

Ditto

Interest

General: 30%

15% for some interest on deposit savings

General: 30%

15% for some interest on
deposit savings

0% in some cases

Royalties

30%

30%

Belgium has negotiated a range of tax treaties which provide an exemption or a reduction in
withholding taxes on dividends, interest and royalties payable.

Reduced rate available under the relevant Double Taxation Treaty

Dividends Interest Royalties
Albania 15% 5% 5%
Algeria 15% 15% 15%
Argentina 15% 12% 15%
Armenia 15% 10% 8%

1 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.
2 Rate applicable for new reserves built up under this regime as of 1 January 2017.
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Reduced rate available under the relevant Double Taxation Treaty

Dividends Interest Royalties
Australia 15% 10% 10%
Austria 15% 15% Nil
Azerbaijan 15% 10% 10%
Bangladesh 15% 15% 10%
Belarus 15% 10% 5%
Brazil 15% 15% 15%
Bulgaria 10% 10% 5%
Canada 15% 15% 10%
China 10% 10% 10%
Croatia 15% 10% Nil
Cyprus 15% 10% Nil
Czech Republic 15% 10% 10%
Denmark 15% 10% Nil
Ecuador 15% 10% 10%
Egypt 20% 15% 15%
Estonia 15% 10% 10%
Finland 15% 10% 5%
France 15% 15% Nil
Gabon 15% 15% 10%
Georgia 15% 10% 10%
Germany 15% 15% Nil
Greece 15% 10% 5%
Hong Kong 15% 10% 5%
Hungary 10% 15% Nil
Iceland 15% 10% Nil
India 15% 15% 10%
Indonesia 15% 10% 10%
Ireland 15% 15% Nil
Israel 15% 15% 10%
Italy 15% 15% 5%
Ivory Coast 15% 15% 10%
Japan 15% 10% 10%
Kazakhstan 15% 10% 10%
Kuwait 10% Nil 10%
Latvia 15% 10% 10%
Lithuania 15% 10% 10%
Luxembourg 15% 15% Nil
Malaysia 15% 10% 10%
Malta 15% 10% 10%
Mauritius 10% 10% Nil
Mexico 15% 15% 10%
Mongolia 15% 10% 5%
Morocco 10% 15% 10%
Netherlands 15% 10% Nil
New Zealand 15% 10% 10%




Belgium 61

Reduced rate available under the relevant Double Taxation Treaty

Dividends Interest Royalties

Nigeria 15% 12.5% 12.5%
Norway 15% 15% Nil
Pakistan 15% 15% 15%
Philippines 15% 10% 15%
Poland 10% 5% 5%
Portugal 15% 15% 10%
Republic of Korea 15% 10% 10%
Romania 15% 15% 5%
Russian Federation 10% 10% Nil
San Marino 15% 10% 5%
Senegal 15% 15% 10%
Singapore 15% 5% 5%
Slovakia 15% 10% 5%
Slovenia 15% 10% 5%
South Africa 15% 10% Nil
Spain 15% 10% 5%
Sri Lanka 15% 10% 10%
Sweden 15% 10% Nil
Switzerland 15% 10% Nil
Taiwan 10% 10% 10%
Thailand 20% 25% 11%
Tunisia 15% 10% 15%
Turkey 20% 15% 10%
Ukraine 15% 10% 10%
United Arab Emirates | 10% 5% 5%
United Kingdom 10% 15% Nil
United States 15% Nil Nil
Uzbekistan 15% 10% 5%
Venezuela 15% 10% 5%
Vietnam 15% 10% 15%
Non-treaty countries 30% 30% 30%

It is possible that lower rates than those shown above may be available provided certain criteria are

satisfied. EU Directives may also apply to reduce the rate of withholding tax.
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V  INDIRECT TAXES
Residents Non-residents
General Tax on the supply of goods and services (VAT)
description
Entities obliged | Nature of entity is of no relevance. The kind of transaction triggers the
to levy VAT VAT status
Taxable All goods and services excluding sales of (old) real property, education
activities and cultural activities
£ |Taxable Newspapers
§ activities —
}g zero-rated
= |(examples)
é Exemptions e Sales of real property
< | (examples) e Rent of real property
H e Education and healthcare
g o Cultural activities

Refund of VAT

Companies dealing in the export of goods and services may receive a
reimbursement of VAT on exports on a monthly basis

Tax liability Normally the supplier of goods and services is responsible for charging
VAT
Tax rates Standard rate = 21%

Other rates: 6% and 12%

Real Property Transfer
Taxes

10% (Flanders Region) or 12.5% in the other regions of Belgium

Stamp Duty

Transactions relating to public funds that are concluded or executed
in Belgium are subject to stamp duty. Exemptions for non-residents are
available

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017




Bolivia

(Willy Tudela, Tudela & TH Consulting Group SRL, La Paz,
willytudela@tudelanexia.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability Private corporation and Public
Partnership (LLP) corporation

Partners/shareholders

e Number
e Restrictions

e Minimum of two partners for LLPs and Partnerships
e More for corporations

Directors

Partnerships, LLPs: no restrictions Minimum three directors

Establishment

Written agreement presented to a public notary which certifies its
establishment

Registration

Chamber of Commerce or Industry — Fundempresa — National Tax Service

Minimum capital

None

Liability

e Up to the amount of their equity | Up to the amount of their shares
o Limited to capital participation

Audit requirements

Financial statements certified by public accountant

Taxation

Taxable on worldwide income. Partnerships are transparent

Usage

No restriction
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I CORPORATION TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Taxable entities are both resident
and non-resident, except those
companies that have services
partially provided in Bolivia

Tax is applicable also to non-
resident companies doing
business in Bolivia

Taxable income

Profits derived in Bolivia

Calculation of taxable
profits

Accounting profit is adjusted for various tax add-backs and allowances
to arrive to profits chargeable to corporation tax (PCTCT)

Interest payments

Interest paid to an official financial institution is accounted as a
business cost, interest paid to third persons should be paid with a
deduction of 13% VAT and transaction tax of 3%. Interest paid to
related parties cannot exceed 30% of the interest paid to third parties

Related party transactions

All related party transactions must take place on arm’s-length basis

Tax year, return and

e Fiscal year

payment e Manufacturing, oil and construction industries — 1 April to 31 March
e Agricultural and agro-industrial companies — 1 July to 30 June
e Mining industries — 1 October to 30 September
e Trading, banking, insurance, general services and all other industries

not specifically mentioned — 1 January to 31 December

Capital gains Taxed as business income

Losses Net total losses are accumulated and updated and can be carried
forward for unlimited periods until fully utilised against profits

Tax group None

Tax rate 25%
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General description

Tax levied on the chargeable income of residents” and non-
residents” income from Bolivian sources

Taxable entities and
taxable income

Non-residents are taxed on
income received from Bolivian
sources through withholding
when payment is made

Residents are taxed on their
territorial income

Types of taxable
income

e Property income (usually rent)

e Income from capital investment (interest, sale of goodwill,
dividends, royalties, annuities)

e Income from business activities

o Employment from personal services or pensions

Calculation of
income

Residents are charged with 13% complementary VAT when
receiving salaries and 13% VAT and 3% transaction tax when
receiving other kinds of income. Non-residents are charged with a
12.5% income tax on income received

Tax year, tax
assessment and tax

Complementary VAT taxpayers, performing dependent personal
services, are subject to a monthly withholding which the employer

payment must apply on the salary payroll

Losses For individuals, if deductions are more than taxable income, the
balance is carried forward (compensated) against the next month
filed

Tax rates 13% income tax

Capital Gains Tax
(CGT)

Taxable entities and
chargeable assets

There are no capital gains taxes levied on individuals in Bolivia

Bolivia domiciled Non-Bolivia domiciled

Inheritance Tax (IHT)

General description

Cost of goods transferred by inheritance

Taxable entities and
chargeable assets

Individuals are levied with an inheritance tax when receiving and
declaring the following chargeable assets: real estate property,
vehicles, investments and all other assets subject to public
registration

Calculation of
charge

Levied on property received and value of goods subjected to
property tax (real estate and vehicles)

Taxable events

When a relative dies

Allowances

No allowances exist

Tax rates

1% inheritance tax

3% transaction tax
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents’
Dividends 0% 12.5%
Interest 0% 12.5%
Royalties 0% 12.5%
On payments to artists and 0% 12.5%
sportsmen

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Argentina 12.5% 12.5% 12.5%
Colombia 12.5% 12.5% 12.5%

Ecuador 12.5% 12.5% 12.5%
France 12.5% 12.5% 12.5%
Germany 12.5% 12.5% 12.5%
Peru 12.5% 12.5% 12.5%
Spain 10% 12.5% 12.5%
Sweden 12.5% 12.5% 12.5%
United Kingdom 12.5% 12.5% 12.5%

Note: In all cases the upper limit of withholding tax is 15%. It is possible that lower rates than
those shown above may be available provided certain criteria are satisfied. The above rates are only
available provided the specific Treaty criteria are satisfied. As treaties will not be identical, guidance
should be sought in all cases.

1 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.
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V  INDIRECT TAXES

Residents Non-residents

General description

Tax on the supply of goods and services (VAT)

Entities obliged to levy VAT

All entities selling goods and services are levied with VAT

Taxable activities

All goods and services; all phases of production and
wholesale or retail selling of goods as well as services and
leisure or entertainment activities

e
é Taxable activities — zero- None
% | rated (examples)
-'; Exemptions (examples) Sale of shares, debentures, securities
é Refund of VAT VAT included in export costs is refunded at invoice (of costs)
< levied with VAT presentation
2 | Tax liability Normally the supplier of goods and services is responsible
- for charging VAT and paying it
Tax rates Standard rate = 13%

Administrative obligations

VAT must be paid during the next month (day 13 through to
day 22) depending on the last number of its tax registration
number

Real Property Taxes

There is no real property tax in Bolivia

Stamp Duty

There is no stamp duty in Bolivia

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Brazil

(Paulo José de Carvalho, PP&C Auditores Independentes,
pj.carvalho@ppc.com.br)

MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

e Two or more

e No restrictions, except for certain activities, regarding foreign
shareholders/partners (eg mining, telecommunications, postal services

and nuclear power)

Directors

No limitation

It is mandatory to have a resident citizen as an attorney

Establishment

Articles of Incorporation for LLP

By-laws for Corporations

Registration

Articles of Incorporation must be
registered with the Board of Trade

By-laws for Corporations must be
registered with the Board of Trade

Minimum capital

No minimum capital requirements

Liability

Limited to capital subscribed

Governance

No requirements

Representation of minority listed
companies, banks and regulated
sector with some specific
requirements

Audit requirements

Not mandatory, in general

Required for companies that have
total assets higher than R$240m or
annual gross revenue higher than
R$300m

Mandatory for listed companies,
banks, regulated entities and
companies that have total assets
higher than R$240m or annual
gross revenue higher than R$300m

Taxation

Taxable on worldwide income

Taxable on worldwide income
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I CORPORATION TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

All resident corporations or non-residents with PE in Brazil are subject
to the Brazilian Income Tax rules

Taxable income

Worldwide profits with Profits derived from PE in Brazil
consideration for double taxation
treaties

Calculation of taxable
profits

Companies have three Federal Taxation System Options
(a) Pretax Profit System

Mandatory for financial institutions, companies that receive income
from outside Brazil or tax benefits or companies with gross income
above R$78m

Basis of calculation

The company’s net profit adjusted by various additions and
exclusions determined by legislation

The provisional measure MP-627, converted into Law No. 12,973 /
2014, lists exhaustively the operations in which the adjustment to
exclude the effects of the new accounting standards (for example,
leasing, depreciation of assets, impairment testing, present value
adjustments and fair value adjustments)

(b) Presumed Profit System

Companies whose net income does not exceed R$78m the prior
year, and with no restriction under Brazilian law (see (a) above)

Basis of calculation
A percentage of the company’s gross income is the basis for the
federal income tax:

e manufacturing and commercial companies/8%
e transportation services companies/16%
e services companies/32%

(c) Unified System for the Payment of Taxes by Small
Businesses/‘SIMPLES’

Not eligible for this system, among many other exclusions, are
companies with annual gross income above R$3.6m for customers
domiciled in Brazil, companies with partners outside Brazil and
companies engaged in the energy and automotive fields

The company opting for ‘SIMPLES” may have an additional billing for
customers domiciled abroad amounting to R$3.6m, thereby reaching
a total invoicing of up to R$7.2m

Basis of calculation
A percentage of the company’s gross income is the basis for all
revenue, sales and income taxes

Interest payments

Interest paid to foreign companies is subject to a withholding tax of
15%. The interest paid to related parties is also subject to transfer
pricing rules (thin capitalization basis is twice the invested capital)

Related party
transactions

All related party transactions should take place on an arm’s length basis
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Legal form
Description

Resident corporation Permanent establishment (PE)

Tax year, return and
payment

The tax year corresponds to the calendar year

Payments are usually made during the year as advances and, after the
return is filed, as final payments

Capital gains Capital gains and losses have no special treatment for corporate income
tax purposes

Losses Carry forward for indefinite time; but offset limited to 30% of taxable
income of each subsequent year

Tax group Not allowed

Tax rate 15% of taxable income with the excess above R$240,000 subject to an

additional 10%; plus a so-called ‘social contribution” of 9% on taxable
income, resulting in an effective rate of approximately 34%
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TAXES FOR INDIVIDUALS

Residents Non-residents

General description

The tax is levied on the chargeable income of a person on an
annual basis

Taxable entities and
taxable income

Non-residents are taxed on
income arising in Brazil

Residents are taxed on their
worldwide income with some
relief for double taxation

Types of taxable income

There are three kinds of taxation:

M
2)

Employment from personal services or pensions

Capital gains (sales of tangible assets such as real estate,
shares, vehicles)

Profits from financial investments that are subject to a
withholding taxation directly by the banks and brokerages

3)

Tax year, tax assessment
and tax payment

Tax year/calendar year
Tax assessment/up to 30 April of the following year

Tax payment: 1-8 monthly instalments

« |Losses Not allowed to be deducted or carried forward
"f: Only losses related to sale of listed shares and options can be
g recovered in the future operations
_‘é’ Tax rates Progressive schedule to use on a monthly basis over income:
Monthly income (R$) % Deduction (R$)
To 1,903.98 - -
From 1,903.99 to 2,826.65 7.5 142.80
From 2,826.65 to 3,751.05 15.0 354.80
From 3,751.06 to 4,664.68 22.5 636.13
Over 4,664.68 27.5 869.36
Progressive schedule to use on an annual basis over income:
Annual income (R$) % Deduction (R$)
To 22,847.76 - -
From 22,847.77 t0 33,919.80 |7.5 1,713.60
From 33,919.81 to 45,012.60 |15.0 4,257.60
From 45,012.61 to 55,976.16 | 22.5 7,633.56
Over 55,976.16 27.5 10,432.32
General description Gains realised from the difference between the acquisition and
= disposal price of an asset
g Taxable entities and An individual’s capital gains are taxable, although capital losses
% | chargeable assets are not deductible or in any way off-settable
E Calculation of gain Sales value less cost = capital gain
'b'v Tax year, tax assessment | The income tax on capital gains must be paid by the last day of
— |and tax payment the month following the receipt of the value of the sale
= | Losses Individual cannot deduct losses, as each transaction is
S considered regardless of other operations
Tax rates 15%
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Domiciled Non-domiciled

Inheritance Tax (IHT)

Taxable entities and
chargeable assets

Tax on the transfer of property. The individual who receives the
property must pay tax regarding the value of the assets received

Calculation of charge

4% on amount, for example, in the State of Sdo Paulo (each
state may apply any % up to a maximum of 8%/Federal law)

Taxable events

Transfer by donations, legacies or inheritance

Allowances Transactions up to approximately R$53,125.00 are exempt in
Sao Paulo, but limits may vary from state to state
Tax rates 4% in Sao Paulo but this percentage may vary from state to state
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends Nil

Nil, except if remitted to tax havens

Interest Nil

The interest paid in

0.0041% daily

intercompany transactions is
subject to a Tax Over Financial
Transactions (IOF)/the rate is

15% on interest accrued or remitted

Royalties Nil

Withheld income tax is due on royalties
paid, credited, remitted, or delivered

to non-residents, at the rate of 15% or
25% depending upon the beneficiary’s
country of residence and the nature of the
royalties. It is also due a ‘Contribution of
Intervention in the Economic Domain’
(CIDE), at the rate of 10%, upon
remittances of royalties or compensation
deriving from technology transfers, in
cases where the withheld income tax rate
is 15%

On payments to Nil
artists and sportsmen

25%

Brazil has treaties to avoid double taxation with the following countries.

Reduced rate available under relevant Double Taxation Agreement

Country Dividends Interest Royalties
Argentina Domestic rates apply
Austria 25% 25% 25%
Belgium 15% 15% 20%
Canada 25% 25% 25%
Chile 15% 15% 15%
China 15% 15% 25%
Czech Republic 15% 15% 25%
Denmark 25% 25% 25%
Ecuador 15% 15% 25%
Finland 10% 15% 25%
France 15% 25% 25%
Hungary 15% 15% 25%
India 15% 15% 25%
Israel 15% 15% 15%
Italy 25% 25% 25%
Japan 12.5% 12.5% 25%
Korea 15% 15% 15%
Luxembourg 25% 15% 25%
Mexico 15% 15% 15%
Netherlands 15% 15% 25%
Norway 15% 15% 25%
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Reduced rate available under relevant Double Taxation Agreement

Country Dividends Interest Royalties
Peru 15% 15% 15%
Philippines 25% 15% 25%
Portugal 15% 15% 15%
Slovakia 15% 15% 25%
South Africa 15% 15% 15%
Spain 10% 15% 15%
Sweden 25% 25% 25%
Turkey 15% 15% 15%
Trinidad and Tobago 15% 15% 15%
Ukraine 15% 15% 15%
Venezuela 15% 15% 15%

Note: the above rates are only available if the specific Treaty criteria are satisfied. It is possible that
lower rates than those shown above may be available provided certain criteria are satisfied. As

treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES
Residents Non-residents
General description Tax on the supply of goods and services:
Sales tax/IPl (VAT/excise tax): rates vary according to the Table of
IPI incidence — Federal control. It occurs only on manufactured and
imported products. In retail there is no incidence of IPI
Sales Tax/ICMS (VAT/sale of goods): rates vary from 4% to 25% —
State control
PIS/Social Contribution of 0.65% or 1.65% (depending on the
income tax option: Presumed Profit System/Pretax Profit System
respectively) calculated over the gross revenue
COFINS/Social Contribution of 3% or 7.6% (depending on the
Income tax option: Presumed Profit System/Pretax Profit System
respectively) calculated over the gross revenue
Note: For the Pretax Profit System, the taxpayer is allowed to reduce
'I:; the PIS and COFINS gross revenue by the purchase of products and
2 services related to company’s main purpose.
E Entities obliged to levy | Companies that manufacture, import and/or sell products and goods
T | VAT within the country
§ Taxable activities Almost all domestic products as well as some services
g | Taxable activities/ Some basic food items
;v zero-rated (examples)
Exemptions (examples) | Exports
Refund of VAT Usually, credits are negotiated with suppliers
Tax liability Normally the supplier of goods and services is responsible for
charging VAT. Some activities, such as breweries, pharmaceuticals,
fuels and carmakers, should pay the amount for the whole chain
when the product leaves the plant
Tax rates Taxable rates vary according to the Table of IPI incidence — Federal
Control
Taxable rates range from 0% to more than 300% for tax
administered at federal level
Services Tax/ISS: rates vary from 2% to 5% — Municipality control
Administrative Monthly return filing
obligations Special records kept

Real Property Taxes Progressive rates: this tax is calculated at a rate of 1.0% to 1.5% of
market value (an undervalued price estimate for the municipal of

the buildings). Tax is due annually

None

Stamp Duty

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Bulgaria

(Anda Consulting OOD, abazlyankova@andaconsulting.bg)

I MAIN LEGAL FORMS

Legal form

Characteristics

General partnership (SD)
Limited partnership (KD)
Partnership limited by shares

Limited liability company/single
person limited liability company
(OOD/EOOD)

Joint stock company/single person
joint stock company (AD/EAD)

Partners/
shareholders

e Number
e Restrictions

Any natural person possessing
capacity whose domicile is in
the country may register as a sole
proprietor (ET)

A general partnership (SD) is a
company formed by two or more
persons for the purpose of effecting
commercial activities by occupation
under a common trade name. The
partners are liable jointly and severally
and their liability is unlimited

A limited partnership (KD) is formed
between two or more persons for
carrying out commercial activities
under a common trade name,
whereby for the partnership’s
obligations one or more of the
partners are liable jointly and severally
and their liability is unlimited (general
partners), and the remaining partners'
liability does not exceed the amount
of the agreed-upon contribution

A limited liability company (OOD)
may be formed by one or more
persons who are liable for the
company’s obligations to the amount
of their contributions to the company’s
registered capital

A joint stock company (AD) is a
company the capital stock of which
is divided into shares. The company
is liable before its creditors with its
assets
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Legal form

Characteristics

General partnership (SD)
Limited partnership (KD)
Partnership limited by shares

Limited liability company/single
person limited liability company
(OOD/EOOD)

Joint stock company/single person
joint stock company (AD/EAD)

Directors

SD — each partner is entitled to
manage the company, unless under
the partnership agreement the
management is entrusted to one or
more partners, or any other party

KD - the partners who are fully
liable (general partners) manage the
company. A partner with limited
responsibility has no right to manage
and cannot stop the decisions of the
general partners

OOD - is managed by a General
Meeting of the shareholders and a
Managing Director/Directors. The
Managing Director may also not be a
partner

AD - is managed by a General
Meeting of the Shareholders and a
Board of Directors (one-tier system)
or a Supervisory Board and a
Management Board (two-tier system).
In the EOOD, the Sole shareholder
takes the decisions on matters within
the competence of the General
Meeting

The Board of Directors consists of at
least 3 but not more than 9 persons.
Board members are elected by the
General Meeting of the Shareholders
and their number can be from 3 to

7 persons. Board members are elected
by the Supervisory Board, the number
is 3 to 9 persons. Members of the
Board of Directors, the Supervisory
and Management Board are elected
for a period of five years, unless the
articles of association of the company
provide a shorter period

Establishment

All types of merchants and branches of foreign merchants are registered in

the Commercial Register, at the Registry Agency of the Ministry of Justice.
Along with its registering, the company receives a Unified Identification Code
serving for all commercial, taxation, social security, statistical and other public
purposes

The registration procedure varies depending on the type of company to be
registered (eg the registration of a joint stock company (AD) or an OOD
takes approximately five working days from the submission of the relevant
documents). The registered company or branch becomes legally active within
the meaning of the law after the date of its entry in the Commercial Register

Registration

The registration requirements of each specific type of company or branch are
defined in the Commerce Act. The registration procedure and the documents
required for such registration are set out in the Commercial Register Act and
the regulations for their implementation
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Legal form

Characteristics

General partnership (SD)
Limited partnership (KD)
Partnership limited by shares

Limited liability company/single
person limited liability company
(OOD/EOOD)

Joint stock company/single person
joint stock company (AD/EAD)

Minimum capital

ET, SD, KD — there are no
requirements regarding capital

OOD - the capital of an OOD cannot
be less than BGN 2 (EUR 1), and the
shares of the partners cannot be less
than BGN 1

(EUR 0.51)

AD - the minimum capital amount of
an AD is BGN 50,000 (EUR 25,565).
For certain types of ADs a different
minimum amount of capital may be
provided by a separate law

Liability

According to Bulgarian law, sole proprietors, partners in a general partnership
company and general partners in a limited partnership and in a partnership
limited by shares have unlimited personal liability to creditors of the company

Partners in a limited liability company and shareholders in joint stock
companies are responsible to the value of their shares in the company

Governance

SD — each partner has the right to
manage the company, except when
management has been assigned by the
articles of association to one or several
of the partners or to a third party

KD - the general partners manage
the company. A limited partner has
no right to control and cannot stop
decisions of the general partners

OOD - is managed by a General
Meeting of the shareholders and a
Managing Director/Directors. The
Managing Director may also not be a
partner

AD - is managed by a General
Meeting of the Shareholders and a
Board of Directors (one-tier system)
or a Supervisory Board and a
Management Board (two-tier system).
In the EOOD, the Sole shareholder
takes the decisions on matters within
the competence of the General
Meeting

The powers of the General Meeting,
the Board of Directors, the Supervisory
Board and the Managing Board are
determined by the Commerce Act

and the articles of association of the
company
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Legal form

Characteristics

Limited liability company/single

General partnership (SD) person limited liability company
Limited partnership (KD) (OOD/EOOD)
Partnership limited by shares Joint stock company/single person

joint stock company (AD/EAD)

Audit
requirements

Subject to annual independent financial audits by registered auditors are the
financial statements of the following entities:

1. joint stock companies and partnerships limited by shares;
2. entities that are issuers under the Public Offering of Securities Act;

3. credit institutions, insurance and investment entities, companies for
supplementary social insurance and the funds managed by them;

4. all companies not mentioned in items 1 to 3, except entities that apply a
simplified form of financial reporting. Entities applying a ‘simplified form of
financial reporting’ are companies that during the current or previous year
do not exceed the parameters of two of the following criteria:

1. value of the assets as at 31 December — BGN 1,500,000 (EUR 767,000);
2. net revenue for the year - BGN 2,500,000 (EUR 1,278,000);
3. average number of employees for the year — 50 people

For a newly established entity, the values of these criteria are taken into
account only for the year of its establishment

Taxation ET — Personal income tax pursuant to | Corporate income tax, pursuant to the
the Personal Income Tax Act (PITA); Corporate Income Tax Act (CITA)
SD and KD — Corporate income tax,
defined pursuant to the Corporate
Income Tax Act (CITA)
Usage In Bulgaria the most commonly used legal forms are companies such as a sole

proprietor — a physical person (ET), a limited liability company (OOD), a joint
stock company (AD)
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I CORPORATION TAX

. . Lzl oy Resident corporation Permanent establishment (PE)

Description

General description Corporate income tax, pursuant to the Corporate Income Tax Act (CITA)

Taxable entities Taxable persons are the resident Foreign legal persons are subject
legal persons established under the | to tax pursuant to the CITA on their
Bulgarian law profit and income, as referred to in

the CITA

Taxable income Any resident legal persons are Any non-resident legal persons
liable to taxes under the CITA in are liable to taxes under the CITA
respect of the profits and income | in respect of the profits realized

accruing thereto from all sources | through a permanent establishment
inside and outside the Republic of | in the Republic of Bulgaria and
Bulgaria of the income accruing from
disposition of property of any such
place of economic activity

Place of economic activity is a
certain place (owned, rented or
used on other grounds), whereby
the non-resident legal person
operates wholly or partially in the
country (eg, branch, agency, office,
studio, etc)

Calculation of taxable
profits

The taxable profit is defined as the accounting financial result converted
pursuant to the CITA

Interest payments

Under certain conditions, interest expenses on finance leases and

bank loans are not recognized for tax purposes, when the parties to the
transactions are related, or the lease/loan is guaranteed or secured by a
related party. The unrecognized interest expenses are recognized for tax
purposes in the next five years under certain conditions

Related party
transactions

When related parties perform their commerce and financial relations
under conditions affecting the amount of the tax base, which are
different from the conditions between unrelated parties, the tax base
is determined and taxed under the conditions that would have been
incurred between unrelated parties

Tax year, return and
payment

Annual tax return is filed for the annual corporate income tax and the
tax year coincides with the calendar year - from 1 January to

31 December. The annual tax return is due by 31 March of the
following year

The corporate income tax is paid until 31 March of the following year
by deducting the advance contributions for the respective year. The
advance contributions are monthly and quarterly depending on the
estimated tax profit for the current year

Capital gains Capital gains are included in the total amount of the income and are
subject to corporate tax

Losses Tax losses can be consistently carried forward until depletion over the
next five years

Tax group In Bulgaria, group taxation is not recognized. Any legal person is taxed
as a separate person, subject to tax

Tax rate 10%
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TAXES FOR INDIVIDUALS

Income Tax

Residents Non-residents
General Personal income tax of resident and non-resident individuals under the
description Personal Income Tax Act (PITA)
Taxable Resident individual, regardless of Non-resident individuals are liable to
entities and | nationality is a person: tax under the PITA for their income
taxable o With permanent address in from sources in the Republic of
income Bulgaria, or Bulgaria
e Residing in the Republic of Bulgaria
for more than 183 days in any
12-month period, or
e With a centre of vital interests in the
Republic of Bulgaria
Resident individuals are liable to
tax for their income from sources in
Bulgaria and abroad
Types of Under the PITA the main types of Income from a source in the Republic
taxable income depending on the source are: | of Bulgaria is:
income e income from employment relations; | e income from dividends and
e income from economic activity as a | liquidation proceeds;
sole proprietor (ET); e rewards and remunerations for
e rental income or other granting of work carried out in the country by
use rights or property; non-resident individuals (leaders in
e income from transfer of rights or science, art, culture and sports, etc);
property; e income accrued by residents as
e income from other business activity | interest, income from rent or other
granting of use rights of property
or chattels; royalties and licence
fees, technical services fees,
remunerations under management
and control contracts, etc
Calculation | Under the PITA taxable income and the tax base are determined separately for
of income each source of income

Tax year, tax

Taxable is the income earned and

Personal income tax of non-resident

assessment | received during the calendar year — | individuals is withheld by the

and tax from 1 January to 31 December. company — payer of the income,

payment Annual tax return is due by 30 April | by the end of the month following

of the year following the tax year the month in which the company

has accrued the income. Where the
payer of the income is not obliged
to withhold and pay the income tax
of non-residents, the tax is paid by
the person, who has acquired the
income, by the 15th day of the month
following the 3-month period of
acquisition of the income

Losses N/A

Tax rates e The tax rate on the total annual tax | The tax rate is 10%, with the

base is 10%, with the exception of
income tax from economic activity
of sole proprietors (ET) — 15%

exception of income tax on dividends
and liquidation proceeds — 5%
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Residents Non-residents
General Income from sale of rights and property are taxed under the PITA
description
Taxable
8 entities and
O | chargeable
x | assets
o -
» | Calculation
c .
‘s | of gain
)
— | Tax year, tax
E
S | assessment
G | and tax
payment
Losses
Tax rates
General Tax on inheritance is levied in respect of property inherited by Bulgarian
description | citizens, by law or legacy, in the country or abroad, as well as in respect of
property of foreign citizens inherited in the country, under the Local Taxes and
Fees Act (LTFA)
Taxable Tax-liable persons are heirs-at-law or heirs under will, as well as devisees
entities and | The inherited property includes that owned by the legator (property and
chargeable | chattels), as well as his/her other property rights, receivables and liabilities as
assets at the moment of receiving the bequest
Calculation | The taxable amount of the inherited property, specified in BGN at the moment
— of charge of receiving the bequest, is divided into hereditary units/portions for each heir
T in accordance with the Succession Act
g Taxable When receiving a bequest, the heirs-at-law or under will, devisees or their
o |events legal representatives within 6 months have to submit a declaration to the
2 municipality where the legator was last resident
]
'g The declaration submitted within time by one of the heirs also benefits the
< other heirs
~ | Allowances | No tax on inheritance is due on inheritances received by the surviving spouse
and lineal heirs
Properties of Bulgarian citizens in other counties are exempt in circumstances
where an inheritance tax is paid in the respective country
Tax rates The tax rate on inheritance is determined by ordinance of the municipal

council for each heir or legatee separately:

e for brothers and sisters and their children — ranging from 0.4% to 0.8% for
the portion in excess of BGN 250,000 (EUR 127,823);

o for all other persons — from 3.3% to 6.6% on the portion in excess of BGN
250,000 (EUR 127,823)
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to residents
of EU Member states

Payments to
non-residents’

and sportsmen

rates

Dividends 0 % 0% 5%

Interest 0 % 0%? 10%?
Royalties 0% 10%? 10%?
On payments to artists | Normal income tax 10%? 10%?

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends (%) Interest (%) Royalties (%)
Albania 5 10 10
Algeria 5 10 10
Armenia 5 10 10
Austria 0/5 5 5
Azerbaijan 5 7 10
Bahrain 5 5 5
Belarus 5 10 10
Belgium 5 10 5
Canada 5 10 10
China 5 10 10
Croatia 5 5 0
Cyprus 5 7 10
Czech Republic 5 10 10
Denmark 5 0 0
Egypt 5 10 10
Estonia 0 5 5
Finland 0 0 0
France 5 0 5
Georgia 5 10 10
Germany 5 5 5
Greece 5 10 10
Hungary 5 10 10
India 5 10 10
Indonesia 5 10 10
Iran 5 5 5

1 Reduced rate of withholding tax may apply where there is an appropriate double tax treaty.

2 The tax rate for the income from interest, royalties and licence fees may be reduced to 5% when a
number of conditions are met, and some of them are: a) the owner of the income is a non-resident
legal person in another Member State of the European Union; and b) resident legal person — the
payer of the income is a related party of the non-resident legal person / owner of the income.

3 The interest revenue, copyright and licence remuneration shall not be taxed at source where the
following conditions have been fulfilled:

o the owner of the income is a ‘foreign legal person from a Member State of the European
Union’, as described in law,

o the local legal person who is a payer of the income is a related person, as described in law, to
the foreign legal person who is the owner of the income, and

o the foreign legal person shall be treated as the owner of the income only if it receives this
income for its own benefit and not as an intermediary or agent for some other person.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends (%) Interest (%) Royalties (%)
Ireland 5 5 10
Israel 5 10 7.5
Italy 5 0 5
Japan 5 10 10
Jordan 5 10 10
Kazakhstan 5 10 10
Kuwait 5 5 10
Latvia 5 5 5
Lebanon 5 7 5
Lithuania 5 10 10
Luxembourg 5 10 5
Macedonia 5 10 10
Malta 0 0 10
Moldova 5 10 10
Mongolia 5 10 10
Montenegro 5 10 10
Morocco 5 10 10
Netherlands 5 0 0
North Korea 5 10 10
Norway 5 0 0
Poland 5 10 5
Portugal 5 10 10
Qatar 0 3 5
Romania 5 10 10
Russia 5 10 10
Serbia 5 10 10
Singapore 5 5 5
Slovakia 5 10 10
Slovenia 5 5 10
South Africa 5 5 10
South Korea 5 10 5
Spain 5 0 0
Sweden 5 0 5
Switzerland 5 10 0
Syria 5 10 10
Thailand 5 10 10
Turkey 5 10 10
Ukraine 5 10 10
United Arab Emirates | 5 2 5
United Kingdom 5 0 0
USA 5 5 5
Uzbekistan 5 10 10
Vietnam 5 10 10
Zimbabwe 5 10 10

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided certain criteria are

satisfied. As treaties will not be identical, guidance should be sought in all cases.
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V INDIRECT TAXES
Residents Non-residents
General The Value Added Tax Act (VAT Act) regulates the levying of value added
description tax (VAT) of residents (physical, legal and unpersonified, performing an
independent economic activity), as well as non-resident indivuduals, where
it is provided for by the law
Entities obliged | Taxable person is any person who carries out an independent economic
to levy VAT activity, whatever its purpose and results, as well as any person who
casually carries out an intra-Community supply of a new vehicle for
consideration
Taxable VAT is levied on:
activities — any taxable supply of goods or services for consideration;

- any inter-Community acquisition (ICA) for consideration with the place of
performance in the country, made by a person registered under the VAT
Act, or by any person who should be registered;

— any ICA for consideration of new vehicles where the place of
performance is within the country;

— any ICA for consideration of excise goods where the place of
performance is within the country, when the recipient is a taxable person
or non-taxable legal person, who is not registered under this Act;

— import of goods

Taxable Zero rate is applied to intra-Community supplies (ICS), export of goods
activities — outside the EU, international transport and others
zero-rated
(examples)
% | Exemptions VAT is not charged for an exempt supply, a free-of-tax intra-Community
£ | (examples) acquisition (ICA), as well as for a supply where the place of performance is
L outside the country
% Other examples of exempt supplies, under certain conditions, are:
§ e supplies regarding healthcare, education, sports

e supplies related to land and buildings
e delivery of financial and insurance services

Refund of VAT

The VAT Act entitles a tax credit to be taken in respect of goods or services
acquired which will be used for the performance of taxable supplies
(including at 0% rate) both in the country and also with a place of
performance outside Bulgaria

Right of deduction of tax credit is not available when the goods and services
are related to:

e exempt supplies

e gratuitous supplies or activities, other than those of the economic activity
of the person — eg donations, personal use of goods and others

e representation and entertainment purposes — eg business lunches and
dinners, gifts and more

e purchase, rental and operating costs of cars (ie cars where the number
of seats, excluding the driver, does not exceed 5). This group does not
include cars for freight (ie 1 driver + 1 other). Operating costs for which a
tax credit is not available include fuel, repairs, maintenance, parking and
others of a similar nature

Right to a partial tax credit is available for purchases that are related to

both exempt and taxable supplies. The amount of the partial tax credit is
determined as the amount of the tax credit multiplied by the coefficient
obtained as the ratio between the turnover for supplies for which the person
is entitled to a tax credit, and the turnover of all supplies made by the
person
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Residents Non-residents

Tax liability

VAT registration is obligatory for persons with taxable turnover over BGN
50,000 (EUR 25,565) for the last 12 consecutive months, and for those who
for the current calendar year have total amount of ICA over BGN 20,000
(EUR 10,226)

Taxable persons who receive services from foreign suppliers (from the EU
or outside the EU) with a place of performance in Bulgaria, or who provide
services with a place of performance in the EU, are obliged to register for
VAT, regardless of the accumulated taxable turnover

All tax-liable persons also have the right to a voluntary registration under the
VAT Act

Non-resident persons from countries outside the European Union, with
the exception of those who have a branch in Bulgaria, are registered under
the VAT Act through an accredited representative. Non-resident persons in
the European Union can register under the VAT Act without an accredited
representative

Tax rates

Value Added Tax — contd

20% — for taxable supplies with the place of performance in Bulgaria, ICA
and imports

9% — for accommodation services provided in hotels and similar
establishments, including the provision of holiday accommodation and the
letting of places for camping or caravans

0% — for intra-Community supplies (ICS), export of goods outside the EU,
international transport, etc

Administrative
obligations

The tax period pursuant to the VAT Act is a calendar month. VAT-registered
persons are required to submit each month, by the 14th of the next month,
a declaration form presenting summarized information on the supplies
performed and received during the month and the result for the month

— VAT liability or VAT refundable. When performing supplies for which
recipients were companies from the EU, a VIES declaration (being the
equivalent of the European Sales List) should also be filed

The VAT Act has certain requirements regarding the content and issuance of
tax documents under the VAT Act (invoice, notice to invoices, protocols and
others)

Real Property Taxes

Under the Local Taxes and Fees Act (LTFA) a tax is levied on the acquisition
of real estate including any limited property rights

Basis for determining the tax is the higher of the negotiated price and the tax
valuation of the property and property rights

The amount of tax is determined by the municipal council at the rate of
0.1% to 3% of the valuation of the property

Stamp Duty

Notary deeds to transfer real estate, legitimate mortgages and other legal
acts are subject to entry in a common public register pursuant to the
Ownership Act. The amount of the notary fees depends on the evidenced
material interest and is within the range of BGN 30 to BGN 6,000 (EUR 15
to EUR 3,068)

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Cambodia

(Henry Tan, Nexia TS, henrytan@nexiats.com.sg)

I MAIN LEGAL FORMS

Legal form

Characteristics

Partnership and Limited
Partnership

Private corporation (Private Limited
Company) and Public corporation
(Public Limited Company)

Partners/shareholders
e Number
e Restrictions

Partnership:

e Between two or more partners

e Restriction on transferability of
ownership

Limited Partnership:

e Between one or more general
partners and one or more limited
partners

e Limited partner may transfer
his interest without unanimous
consent of other partners

Foreign Direct Investment (FDI)

restrictions:

e Although there are no specific
FDI restrictions, in practice no
partnership has been registered in
Cambodia

Private Corporation:

e Minimum 2 shareholders and not
more than 30 shareholders

o A private corporation can also be
established by one person and it is
called a ‘Single Member Limited
Company’

e Restriction on right to transfer
shares

Public Corporation:

o A public corporation can issue
securities to the public

e In practice, very few public
corporations exist in Cambodia

Foreign Direct Investment (FDI)

restrictions:

e Cambodia has few restrictions on
FDI

e The Cambodian Law on Investment
encourages both local and foreign
investors without discrimination

Directors

Partnership and Limited
Partnership:
e Management by general partners

Private Corporation:
Minimum — 1 director

Public Corporation:
Minimum - 3 directors

Establishment

Partnership and Limited
Partnership:
e Partnership Deed/ Agreement

Private and Public Corporations:
e Memorandum and Articles of
Association

89
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Legal form
& Partnership and Limited

8eef Partnership
Characteristics

Private corporation (Private Limited
Company) and Public corporation
(Public Limited Company)

Registration Partnership:
e Registration is optional

Limited Partnership:

o If the limited partnership is not
registered, it is deemed to be a
general partnership

Private and Public Corporations:
e Cambodian Ministry of Commerce

Qualified investment projects

(QIPs):

e Investors may apply for QIP status
by registering their projects with
the Council for Development of
Cambodia

o A project with investment capital
less than US$2 million shall be
registered with the provincial/
municipal investment sub-
committee

Private Corporations:

Minimum 1,000 shares with a par
value of at least KHR 4,000

Minimum capital Partnership and Limited
Partnership:
e No Minimum Capital
Liability Partnership:
e Unlimited

e Partners are jointly and severally
liable for all debts and obligations

Limited Partnership:

e General partners are jointly
and severally liable for debts
of partnership, whereas limited
partner is liable only to the extent
of his contribution

Private and Public Corporations:
o Limited

Governance Partnership and Limited
Partnership:
e Partners’ meetings

Private and Public Corporations:

e Directors’ meetings

o Shareholders’ meetings - A
general meeting shall be held
within 12 months from the date
of incorporation and thereafter at
least once every year

> Total assets above KHR 2 billion
> More than 100 employees

Audit requirements | e All enterprises that meet at least two of the following criteria are required
to have their accounts audited by an independent auditor:
> Annual turnover above KHR 3 billion

e For QIPS registered with Council for Development of Cambodia, audit of
financial statements is compulsory

Taxation All enterprises are taxed on their profits as separate entities at the
corporation tax rates discussed in the next segment
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I CORPORATION TAX

Legal form
Description

Resident corporation

General description

e From 2016, corporate tax in Cambodia is determined in accordance
with the Real Regime Tax System (RRTS)'

e RRTS is comprised of three categories of taxpayer: small, medium and
large. These categories are determined on the basis of the turnover of the
business

Taxable entities

o Corporate taxpayers in Cambodia are classified as either resident
taxpayers or non-resident taxpayers

o A resident taxpayer is an enterprise that has a place of management and
carries on business in Cambodia

o A non-resident taxpayer is an enterprise that derives Cambodian source

income, but does not have a place of management or permanent

establishment? (PE) in Cambodia

A non-resident taxpayer is deemed to be a Cambodian resident for tax

purposes, if it is found to have a PE in Cambodia. A PE is subject to tax

in Cambodia in respect of its Cambodian-sourced income. However, in

practice, the tax authority has no mechanism to tax foreign enterprises

that derive income from Cambodian sources other than through the use

of the withholding tax (WHT) system

Taxable income

Resident taxpayers are taxed on a worldwide basis, whereas non-resident
taxpayers are taxed only on Cambodian source income

Calculation of taxable
profits

e Taxable income is the net profit obtained from all types of business
operations and also includes capital gains, interest, rental and royalty
income as well as income from financial or investment assets including
immovable assets

Tax is levied on total income, after deduction of allowable expenditure
and depreciation

Interest payments

There are no specific thin capitalisation rules

The maximum interest deduction is capped at an amount equal to total
interest income and 50% of net non-interest income earned during the
year

Related party
transactions

There are no comprehensive transfer pricing regulations in Cambodia for
related party transactions

However, General Department of Taxation has broad powers to re-
determine related party transactions to impose pricing at arm’s length.

A related party relationship is one where there is a 20% or more
shareholding relationship

Tax year, return and
payment

The default tax year and the accounting year is the calendar year

If the tax payer wishes to use a different tax year, an approval letter from
General Department of Taxation is required

The company is subject to monthly prepayment of tax on profit which
becomes due by the 15th day of the following month

The annual tax return must be filed and the balance tax (if any) must

be paid within 3 months from the year end. A minimum tax @ 1% of
the annual turnover (inclusive of all taxes, except VAT) is payable by
the companies, regardless of whether the company is in a profit or loss
situation. However, QIPs are not subjected to the minimum tax

Capital gains

There is no separate capital gains tax

Any gain on the sale of fixed assets/shares is subject to the tax on profits
at a rate of 20% on the higher of the contract price or the market value.
The proceeds also are subject to minimum tax
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Legal form

Description Resident corporation

Losses o Tax losses can be carried forward for a maximum period of 5 years
provided there is no change in the ownership of business or business
activity and the company is not subject to any unilateral tax assessment

o Tax losses cannot be carried back

Tax group There are no provisions that allow for group taxation

Tax rate e The tax rate on profits ranges from 0% to 30%, based on the business
activity. The standard rate is 20%

e Enterprises operating in certain industries, such as oil and natural gas
production or exploitation of natural resources including timber, ore,
gold and precious stones, are taxable at a 30% rate

e QIPs may enjoy a tax holiday period for up to 9 years

e Insurance companies are subject to a 5% tax rate on gross premiums

1 The Law on Financial Management 2016 abolished the Simplified and Estimated tax regimes in
Cambodia. The only remaining tax regime in Cambodia is the Real Regime Tax System (RRTS).
Taxpayers under the RRTS are classified into three categories:

Small taxpayers are Sole Proprietorships or Partnerships that:

e have annual taxable turnover from KHR 250 million (approx US$62,500) to KHR 700 million
(US$175,000);

e have taxable turnover, in any period of three consecutive calendar months (within the tax year),
exceeding KHR 60 million (US$15,000);

e have expected taxable turnover of KHR 60 million (US$15,000) or more in the next three
consecutive months; and

e participate in any bidding, quotation or survey for the supply of goods and services including
duties.

Medium taxpayers include:

e enterprises that have annual turnover from KHR 700 million (US$175,000) to KHR 2,000
million (US$500,000);

e enterprises that have been incorporated as legal entities; and

e sub-national government institutions, associations, and non-governmental organizations.

Large taxpayers include:

e enterprises that have annual turnover over KHR 2,000 million (US$500,000);

e branch of a foreign company;

e enterprises registered as a Qualified Investment Project (‘QIP’) as approved by the Council for
the Development of Cambodia; and

e government institutions, foreign diplomatic and consular missions, international organizations
and agencies.

2 A PEis defined as ‘a fixed place of business, the branch of a foreign company or an agent
resident in Cambodia, through which a non-resident person carries on their business’. The term
also includes any other association or connection through which a non-resident person engages
in economic activity in Cambodia.
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TAXES FOR INDIVIDUALS

Inheritance Tax

(IHT)

Residents Non-residents
General e Cambodian resident and non-resident individuals are subject to tax on
description salary (TOS) on income from their employment activities and withholding
tax on certain types of income
e The TOS is imposed through withholding tax mechanism, and taxes so
deducted and paid by the employer are deemed to be final tax
e Sole proprietors falling under RRTS are required to adhere to all the
requirements listed under Section Il (Corporation Tax), depending on the
category in which they fall into, ie small tax payer or medium tax payer
Taxable e A person who is ‘domiciled in” or e Non-residents are subject
entities and has a ‘principal place of abode in’ or to income tax only on
taxable who is present in Cambodia for more Cambodian source
income than 182 days during any 12-month employment income
period ending in the current tax year
is considered to be a resident in
Cambodia
e Resident individuals are liable to tax on
salary (TOS) on Cambodian as well as
foreign source employment income
E Types of e The TOS is imposed on salaries received as compensation for
g |taxable employment activities
S |income e The term ‘salary’ is defined broadly to include wages, remuneration,
= bonuses, overtime, compensation and fringe benefits. Fringe benefits
(either in cash or in kind) include the private use of motor vehicles, the
provision of meals and/ or accommodation, pension fund contributions
that are more than 10% of salary, etc
Calculation of | Taxable income, after deducting any allowances and/ or income
income specifically exempted, is assessed to tax
Tax relief for dependent spouse and Tax relief for dependent
minor children available spouse and minor children not
available
Tax year, tax | e The tax year is the calendar year
assessment e Employers are responsible for withholding and remitting the TOS to the
and tax tax authority by the 15th day of the following month
payment e Employees are not required to file personal tax returns
Losses Not Applicable
Tax rates Resident individuals earning employment | Non-resident individuals are
income are taxed at progressive tax rates | taxed at a flat rate of 20% on
from 0% to 20%. Fringe benefits are their employment income
taxed at the rate of 20% including fringe benefits
2 General No CGT
‘s | description
(GRS
-9
£
B &
O
Domiciled Non-domiciled
General No IHT
description
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IV WITHHOLDING TAXES

Under domestic law? Payments to residents Payments to non-residents
Dividends Nil 14%
Interest 15%* (except domestic bank 14%
and saving institution)
Royalties and fees for technical | 15% 14%
services
Rent 10% 14%°

3 Cambodia has not entered into any Double Tax Agreements (DTA) with any countries. Thus, the
benefit of a lower rate as per DTA is not available. Cambodia signed its first DTA with Singapore
on 20 May 2016, which is pending ratification.

4 The withholding tax rates for certain interest payments are:

- on fixed deposits made by local banks to residents — 6%
- on savings accounts made by local banks to residents — 4%.
5 Rental income includes other income connected with the use of property.
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V INDIRECT AND OTHER TAXES

Overview

General
description

VAT is levied on taxable supplies, which include a wide range of
goods and services supplied in Cambodia, and on the importation of
goods

Entities obliged to
levy VAT

All taxpayers under RRTS making supplies of taxable goods and
services in Cambodia must register for VAT before making taxable
supplies

Taxable activities

e ‘Taxable supplies’ are defined as all supplies excluding non-taxable/

exempt supplies. These include:

e supply of goods or services by a taxable person in the Kingdom of
Cambodia

e appropriation of goods for his’her own use by the taxable person

e making of a gift or supply at below cost of goods or services by
the taxable person

e import of goods into the customs territory of the Kingdom of
Cambodia

Taxable activities

The zero rate applies to export of goods and services and certain

Value Added Tax (VAT)

— zero-rated charges in relation to international transport of people and goods
(examples)

Exemptions e Non-taxable/exempt supplies are as follows:

(examples) e public postal service

e hospital, clinic, medical and dental services, and the sale of
medical and dental goods incidental to the performance of such
services

e transportation of passengers by a wholly state-owned public
transportation system

e insurance services

e primary financial services

e importation of articles for personal use that are exempt from
customs duties

e non-profit activities in the public interest that have been
recognised by the Ministry of Economy and Finance

e supply of electricity and water

Refund of VAT

Refund of input credit is granted to exporters and in cases where
excess credit continue for three months or more, subject to fulfilment
of certain conditions

Tax liability

Entities that are registered for VAT and importers

Tax rate

10%

Administrative
obligations

VAT returns and payment are due to be filed and paid by the 20th day
of the following month

Customs Duty

e Import duties are levied on certain goods entering Cambodia

e The duty rates are 0%, 7%, 15% and 35%

e The customs duty for most goods is from 0% to 5%

e Exemptions may be granted to QIPs and specific industries, eg
telecommunication services, exploration for oil, gas and mining
activities
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Overview

Specific tax on certain
merchandise and services
(STCMS)

e STCMS is a form of excise duty which is levied on certain imports in
addition to import duties and on certain locally manufactured goods
and services. The rates of STCMS vary from 3% to 45% depending
on the goods and services in question. For example:

Item Tax rate
Domestic and international air ticket 10%
Domestic and international telephone services 3%
Entertainment services and all types of beverages 10%
Selling of domestic beer and import of beer 25%
All petroleum products, and automobile under 2000 cc 20%
Automobile over 2000 cc 45%

e STCMS on imported goods is collected by the customs authority
upon entry of the goods into Cambodia. STCMS on services and
locally manufactured goods is required to be filed and paid by the
15th day of the following month

Tax on Public Lighting
(TPL)

e TPL is imposed on the sale of alcohol and cigarette products, both
imported and domestically manufactured, at each stage of supply

e The tax rate is 3% of the selling price is inclusive of all applicable
taxes, but exclusive of TPL and VAT

e Payment of TPL is due on the 15th day of the following month

Accommodation tax (AT)

e AT is imposed on the provision of hotel accommodation services
e AT is levied at the rate of 2% on the accommodation services fees,
inclusive of other service charges and all kinds of taxes except AT

and VAT
e AT is payable by the 15th day of the month following the month in
which the service was provided

Stamp Duty or
Registration tax

Stamp duty is imposed on the following:

e Transfer of ownership or right of possession of immovable property
and the contribution of immovable property as capital in a company
— 4% of the value of the immovable property

e Transfer of ownership or right of possession of vehicles — 4% of the
value of the vehicle

e Transfer of any or all parts of the company’s shares — 0.1% of the
value of shares transferred

e Registration of contracts to supply goods or service to the
Government — 0.1% of the contract price

e Registration of legal documents such as certificates of incorporation,
certificates of merger and letter evidencing the winding up of the
company — KHR 1,000,000 (US$250)

Tax on Unused Land

e Unused land is subject to 2% unused land tax which must be paid
by the registered owner of the property

e The unused land tax is based on the market value of the land per
square metre, which is determined by the Committee for Evaluation
of Undeveloped Land by June 30 of the relevant year. The property
owner must pay this tax prior to 30 September of the relevant year
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Overview

Tax on Immovable
Property (TIP)

e Immovable property is defined as including land, houses, buildings
and other constructions built on the land. Agricultural land,
immovable properties located in a Special Economic Zone that
directly serves production activities and a few other immovable
properties are exempted from TIP

e TIP is imposed at the rate of 0.1% on the value of the immovable
property exceeding the threshold of KHR 100,000,000 (US$25,000)

e The value of the immovable property is determined by the
Immovable Property Assessment Committee. The property tax return
must be filed and the taxes must be paid by 30 September each year

Patent Tax

o All taxpayers operating in Cambodia are required to register and
pay Patent Tax by 31 March each year for each business activity that
they carry out

e The amount of Patent Tax payable is dependent on what class a
taxpayer is classified as under the RRTS. The Patent Tax fees for 2016
are:

e Small Taxpayers — KHR 400,000 (US$100)

e Medium Taxpayers — KHR 1,200,000 (US$300)

e Large Taxpayers — KHR 3,000,000 (US$750) if annual turnover is
between KHR 2,000 million and KHR 10,000 million, and KHR
5,000,000 (US$1,250) if annual turnover exceeds KHR 10,000
million

Additional tax on dividend
distribution

e Additional tax on dividend distribution applies to the distribution
of profits that has not previously been taxed at the full rate of 20%
(such as those distributed by QIPs)

e Profits realised when a company is exempt from tax on profit are
not subject to the additional tax on dividend distribution, until
the retained earnings are distributed, either during or after the tax
holiday period

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Cameroon

(CLS Audit Conseil, contact@clsauditconseil.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Ltd (private corporation) and Plc
(public corporation)

Partners /shareholders

e Number
e Restrictions

Société en nom collectif (SNC):
e at least one partner

Société en Commandite Simple
(SCS):

e at least one partner
Société civile (SC):

e at least one partner

Société a responsabilité limitée
(SARL) / société a responsabilité
limitée unipersonnelle (SARLU):

e between one or many
shareholders

Société anonyme (SA):

e between one or many
shareholders

e Société par Actions Simplifié
(SAS):

e between one or many
shareholders

Directors

SNC:
One or more managers
SCS:

Unless otherwise stipulated in
the company’s articles, all the
‘commandités’ are managers

It is possible to choose one or more
managers, who can be a partner
or not

SARL:
One or more manager or partner
SA:

e Classic system — ‘conseil
d’administration’ (CA):
- between 3 and 12 members
- management of the company

by the President of the CA or a
‘general director’

- management of the company
by an ‘administrateur directeur
général’!

Public limited liability companies with not more than three shareholders may not form a board
of directors and may appoint a managing director who shall be responsible for administering
and managing the company. In this case, the provisions of the first paragraph of Art 417 shall not

apply.

99




100 The International Tax Handbook

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Ltd (private corporation) and Plc
(public corporation)

SC:

One or more manager or partner

e Dualistic system: — ‘directeur
général’ and ‘conseil
d’administration’:

- the “directeur général” manages
the company

- ‘conseil d’administration’:
between 3 and 12 members
(checks the ‘directeur général’)

SAS: one president

Establishment

Partnership deed

By-laws of company

Registration

All entities to be registered at the Commercial Court and publication of
by-laws. But the legislator, through the 2010 finance law, has imposed
free registration of instruments of incorporation, extension of company

and capital increase

Minimum capital

SNC, SCS and SC:

No minimum

SARL:

Minimum capital: F CFATm

SA:

Minimum capital: F CFA10m
SAS: Defined by laws of company

Liability

SNC:

Jointly and unlimited liability of all
debts

SCS:

e ‘commandités’: joint and
unlimited liability of all debts

e ‘commanditaires’: liability limited
to their contribution

SC:
Unlimited liability of all debts

SARL, SA, SAS:

Liability limited to contribution

Governance

Partnership deed

SARL, SA:
Defined by the commercial law
SAS:

Freedom of governance, defined by
the law of company

Audit requirements

SNC, SC and SCS:

No obligation for audit

SARL, SAS:

No obligation, unless the company
exceeds one of the three following
ceilings:

o total assets > F CFA125m

e annual turnover > F CFA250m

e employees > 50

SA:

The legal auditor has to certify the
corporate accounts annually
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Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Ltd (private corporation) and Plc
(public corporation)

Taxation SNC, SCS and SC: SARL, SAS and SA:
Each partner subject to personal Corporate income tax
income tax. From January 2009,
taxes should be withheld by the
entity
Usage SNC/SCS: SARL:
Used for small businesses Start-ups and small or medium-
SC: sized companies

Used for patrimonial operations or
civil/professional activity or real
estate operations

SA, SAS:

Listed companies and medium-
sized companies
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I CORPORATION TAX

Legal form
Description

Resident corporation Non-resident corporation

General description

Corporation tax

Taxable entities

The company Foreign entity

Taxable income

Territoriality principle: tax is only due on business income generated by
enterprises operating in Cameroon

Calculation of taxable
profits

Taxable profits result from accountable benefits plus reinstatement less
deduction; expenses equal to or greater than F CFA500,000 are not
admitted in tax deduction when they are paid in cash

Interest payments

Deductible unless paid to shareholders. Certain other restrictions apply

Related party
transactions

All related party transactions must take place on an arm’s length basis

Tax year, return and
payment

o Calendar year, or if the taxpayer’s financial year does not coincide, the
financial year of 12 months closed during the relevant calendar year

e Returns to be filed within 27> months of financial year end

e Advance payments required each month. Each corporation submits a
tax return to the tax administration for the payment in advance of a part
of the corporation tax. The amount of this partial payment is equal to
2.2%, and 5.5% applied to monthly turnover without VAT

Capital gains and
dividends

e Generally deemed as ordinary income and subject to standard
corporate tax rate

e Dividends: 10% exempt, 90% of dividends received plus tax credit are
subject to corporate income tax

o Capital gains: subject to corporate income tax

o Capital gains of real estate company are subject to corporate income tax

Losses

Carried forward for 4 years. It is extended to 5 years for firms with a
special statute

Tax rate

o Standard rate: 33% with a minimum of 2.2%, and 5.5% of turnover
without VAT
o Reduced rate for firms with a special statute: 19.25%, 30%
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TAXES FOR INDIVIDUALS

Residents Non-residents
General Income tax
description
Taxable entities Worldwide Cameroon source income only
and taxable
income

Types of taxable
income

e Real estate income

e Commercial and non-commercial income (BIC, BNC, BA etc)
e Salary

e [nvestment income

Calculation of
income

e Net salary: gross salary less
rebate of 30% represents
families’ charges and F
CFA500,000 for professional
charges

Net global income

.E‘ e Since the 2015 Finance Law,
P the tax regime for professional
§ incomes of individual (real
E estate rental income, income
from BIC, BC, BNC, BA)
is identical to the one for
corporations

Tax year, tax e Generally the calendar year

assessment and tax | e Individuals with business income may be assessed on the basis of

payment an accounting period
e One instalment is required on 15March

Losses A loss in one category of professional income cannot be offset against
income of another category

Tax rates e Dependent upon income
e Progressive tax brackets from 10%-38%

Dividends Taxation to the income progressive tax brackets or optional
withholding tax of 16.5%, 15% if the beneficiary is French and 12%
if Tunisian

Residents Non-residents

General Capital gains tax (the products of shares, bonds, income of

description indebtedness, deposits)
Taxable entities Disposal of business assets/immovable properties
__ | and chargeable
G |assets
Y | Calculation of gain | Shares: proceeds less acquisition costs
E‘ Immovable property: Difference between actual value and the value
2 at the precedent transfer
8 [Tax year, tax Shares: with tax return
£ |assessmentand tax |y movable property: within 1 month of disposal
S | payment
© Exceptions e Interest on saving account
e Interest on certificate of deposit
Tax rates Shares: 16.5%

Immovable property: 10%—30%




104 The International Tax Handbook

Resident Non-resident

Inheritance Tax (IHT)

General
description

Registration fees

Taxable entities
and chargeable
assets

Each beneficiary is subject to tax

Calculation of
charge

Levied on the value of all transferred assets less related liabilities.
In the case of gifts liabilities are usually not deductible

Taxable events

On death and all gifts made prior to death

Allowances

None

Tax rates

Dependent upon the proximity of the relationship between the donor
and the recipient and upon the value of the elements transferred: from
2%-10%
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents’

Payments to non-residents’

Dividends

16.5%

12%, 15%, 16.5%

Interest

Income of claims,
deposits and
cautionnements, income
of obligations are subject
to taxes at 16.5%. While
the interest on negotiable
loans emitted by the
State, the interests of
receipts, the interest of
home savings accounts
are not subject to taxes

16.5%

Royalties

Nil

Depending on the treaty

On payments to artists and sportsmen

Nil

12%, 15%, 16.5%

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
France Reduced rate available | No reduction Depends on treaty
Tunisia Reduced rate available | No reduction Depends on treaty

Note: the above rates are only available provided the specific Treaty criteria are satisfied. As treaties
will not be identical, guidance should be sought in all cases.

2 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.
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V  INDIRECT TAXES
Residents Non-residents
Entities being obliged | Persons making taxable supplies of goods and services in the
to levy VAT course of a business
Taxable activities Unless expressly exempt, all goods and services are taxable
activities
£ | Taxable activities — Exports
§ zero-rated (examples)
= Exemptions o Former necessity product
e e Commission for health insurance
S (examples)
T | Refund of VAT Quarter reimbursement if VAT refund is greater than F CFA50m
‘; for an entity which is a large company with an annual turnover
2 greater than F CFA3bn, and F CFA20m for others
= | Tax liability Supplier or provider of services established in Cameroon
Tax rates e 0% exports

e 19.25% standard

Administrative
obligations

VAT return

Stamp Duty Land Tax

0.11% of the land value

Stamp Duty

Paid for registration and administrative documents

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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(Jonathan Bicher, Nexia Friedman LLP, bicher@nexiafriedman.ca)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Corporation

Partners /shareholders

e Number
e Restrictions

e Two or more
e No restrictions

e One or more
e No restrictions

Directors

Management by partners

Depending on jurisdiction, may
need resident directors

Establishment

Partnership agreement
(unregistered)

Articles of Incorporation
(registered)

Registration

None

Federal or provincial authorities

Minimum capital

None

Liability

Unlimited for all partners in a
general partnership, unlimited

for general partners and limited
for limited partners in a limited
partnership, limited to capital and
clients involved with for LLP

Generally limited to share
capital for all shareholders

Governance

e Partners
e General meeting

e Board of Directors
o Shareholders’ meetings

Audit requirements

Not required

Not required for private
companies, required for public
companies

Taxation

e Not subject to income taxes
(pass-through entity)

e Partners subject to income tax or
corporate tax on their profit share

e Subject to corporate tax and
rarely capital tax

e Dividends distributed
to individuals subject to
reduced income tax rate

e Dividends distributed to
Canadian corporations
generally tax-free; portfolio
dividends may be subject to
refundable tax
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I CORPORATION TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Companies incorporated in PE located in Canada
Canada and foreign companies
with management and control

located in Canada

Taxable income

Worldwide profits Profits derived by PE in Canada

Calculation of taxable profits

Accounting profit is adjusted for various tax add-backs and
allowances to arrive at taxable income

Interest payments

Thin capitalisation rules on payments to non-arm’s length non-
residents:

e maximum debt/equity ratio of Canadian subsidiaries is 1.5:1
e excess interest not deductible and subject to withholding tax

Back-to-back loans may be caught as well

Related party transactions

All related party transactions must take place on arm’s length
basis

Tax year, return and payment

o Tax year — business year (calendar or different)

e Tax return has to be filed within 6 months after end of the
financial year of the company

e Monthly or quarterly prepayments, final payment generally 2
months after year end

Capital gains

50% of amount of certain
capital gains on taxable
Canadian properties are taxable

50% of amount of all realised
worldwide capital gains are
taxable

Losses

e Business losses must be fully deducted against any income
arising in the same year

e Losses may be carried back for up to 3 years

e Losses may be carried forward for up to 20 years

Tax group

e Special rules allow groups No
of commonly controlled
Canadian corporations to
reorganise on a tax-free basis.
This includes the movement
of shares and assets and in
some cases, capital losses
and business losses

e Certain reorganisations of
company’s own debt and
share capital can also be
done on a tax-free basis

e However, consolidated tax
returns are not permitted

e Associated groups consider
group tax attributes to
determine limits on tax
incentives

Tax rate

12%—-54.67% 25%-31%
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TAXES FOR INDIVIDUALS

Residents

Non-residents

General description

Federal and provincial income tax on income for individuals

Taxable entities and
taxable income

Resident individuals are subject
to personal income tax on their
worldwide income from all
sources

Non-resident individuals are
taxable generally on income
from Canadian sources

Types of taxable
income

e Employment and business

e Capital gains

e Investment income (eg rental,
dividends, interest)

e Certain other income

e Employment and business

e Capital gains on certain taxable
Canadian property (see below)

e Rental, if election made

e Pension, if election made

Calculation of income

Aggregate of incomes listed above minus certain tax deductions

Tax year, tax

e Tax year — calendar year

e Normally, no tax assessment in

Tax year, tax
assessment and tax
payment

% | assessment and tax o Self-assessment return is due case of withholding taxes
o | payment for filing on 30 April following | e Can file Canadian tax returns
g the end of the tax year in certain cases to claim back
I e No joint tax return for spouses | some withholding taxes
- e Quarterly prepayments, final | e Canadian tax returns may be
payment generally due 30 required if have employment
April of following year or business income in Canada
Losses Non-capital losses can be carried back for 3 years and carried
forward for 20 years
Tax rates e Basic personal amount (tax- Same as for residents except no
free earnings): personal amounts
- Federal: $11,474
- Provincial: $8,000-$18,451
e Progressive tax rates
e Highest marginal tax rates:
47.70%-58.75% (depending
on province)
Residents Non-residents
General description Only 50% of realised capital gains are taxable
Taxable entities and | Capital gains on worldwide Capital gains generally on
chargeable assets investments Canadian real estate or shares
of corporation deriving its
~ value primarily from real estate
G in Canada and certain other
% situations
2 | Calculation of gain o The excess of the disposal proceeds over the original cost,
2 improvement costs and disposal expenses such as commission
S and fees
= e One half of a realised capital gain is taxable, the other half is
‘s tax-free
S

Same tax return as that for all other types of income

Losses

Capital losses can be carried back 3 years and forward indefinitely

Tax rates

50% of applicable income tax on personal tax rates
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Domiciled Non-domiciled

Inheritance Tax (IHT)

General description

No inheritance taxes in Canada

Tax rates

Canada has no inheritance duties, estate taxes, or gift taxes but
there is a deemed disposition of assets at their fair market value
upon death, and any gains or losses are realised for tax purposes.
Heirs receive a stepped-up tax cost
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents’
Dividends Nil Up to 25%
Interest? Nil Up to 25%
Royalties Nil Up to 25%
On payments to artists and Nil Up to 24% if service performed
sportsmen in Canada

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends’ Interest™ Royalties’
Algeria 15% 15% 15%
Argentina 15% 12.5% 15%
Armenia 15% 10% 10%
Australia 15% 10% 10%
Austria 15% 10% 10%
Azerbaijan 15% 10% 10%
Bangladesh 15% 15% 10%
Barbados 15% 15% 10%
Belgium 15% 10% 10%
Brazil 25% 15% 25%
Bulgaria 15% 10% 10%
Cameroon 15% 15% 15%
Chile 15% 15% 15%
China 15% 10% 10%
Colombia 15% 10% 10%
Croatia 15% 10% 10%
Cyprus 15% 15% 10%
Czech Republic 15% 10% 10%
Denmark 15% 10% 10%
Dominican Republic 18% 18% 18%
Ecuador 15% 15% 15%
Egypt 15% 15% 15%
Estonia 15% 10% 10%
Finland 15% 10% 10%
France 15% 10% 10%
Gabon 15% 10% 10%
Germany 15% 10% 10%

1 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.

withholding tax.

Pursuant to Canadian domestic law, interest paid to arm’s length parties is no longer subject to

The rates provided are the highest possible rates under the applicable Treaty. Lower rates may be

available on certain types of payments and/or to certain categories of payees. Guidance should

be sought in all cases.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends’ Interest™’ Royalties’
Greece 15% 10% 10%
Guyana 15% 15% 10%
Hong Kong 15% 10% 10%
Hungary 15% 10% 10%
Iceland 15% 10% 10%
India 25% 15% 20%
Indonesia 15% 10% 10%
Ireland 15% 10% 10%
Israel 15% 15% 15%
Italy 15% 10% 10%
Ivory Coast 15% 15% 10%
Jamaica 15% 15% 10%
Japan 15% 10% 10%
Jordan 15% 10% 10%
Kazakhstan 15% 10% 10%
Kenya 25% 15% 15%
Korea 15% 10% 10%
Kuwait 15% 10% 10%
Kyrgyzstan 15% 15% 10%
Latvia 15% 10% 10%
Lebanon* 15% 10% 10%
Lithuania 15% 10% 10%
Luxembourg 15% 10% 10%
Malaysia 15% 15% 15%
Malta 15% 15% 10%
Mexico 15% 10% 10%
Moldova 15% 10% 10%
Mongolia 15% 10% 10%
Morocco 15% 15% 10%
Namibia* 15% 10% 10%
Netherlands 15% 10% 10%
New Zealand 15% 10% 10%
Nigeria 15% 12.5% 12.5%
Norway 15% 10% 10%
Oman 15% 10% 10%
Pakistan 15% 15% 15%
Papua New Guinea 15% 10% 10%
Peru 15% 15% 15%
Philippines 15% 15% 10%
Poland 15% 10% 10%
Portugal 15% 10% 10%

4 Signed but not yet in force. Until in force, 25% rate applies.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends’ Interest™’ Royalties’
Romania 15% 10% 10%
Russia 15% 10% 10%
Senegal 15% 15% 15%
Serbia 15% 10% 10%
Singapore 15% 15% 15%
Slovakia 15% 10% 10%
Slovenia 15% 10% 10%
South Africa 15% 10% 10%
Spain 15% 10% 10%
Sri Lanka 15% 15% 10%
Sweden 15% 10% 10%
Switzerland 15% 10% 10%
Taiwan* 15% 10% 10%
Tanzania 25% 15% 20%
Thailand 15% 15% 15%
Trinidad and Tobago 15% 10% 10%
Tunisia 15% 15% 20%
Turkey 20% 15% 10%
Ukraine 15% 10% 10%
United Arab Emirates 15% 10% 10%
United Kingdom 15% 10% 10%
United States 15% Nil 10%
Uzbekistan 15% 10% 10%
Venezuela 15% 10% 10%
Socialist Republic of 15% 10% 10%
Vietnam
Zambia 15% 15% 15%
Zimbabwe 15% 15% 10%

Note: the above rates are only available if the specific Treaty criteria are satisfied. It is possible that
lower rates than those shown above may be available provided certain criteria are satisfied. As
treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES

Residents

Non-residents

General description

Goods and services tax (GST) and harmonised sales tax (HST)
are VATs, some provincial sales taxes (PSTs) are VATs whereas
others are charged to the end consumers only

Entities obliged to levy
VAT

Corporations, partnerships and individuals with more than

$30,000 of taxable supplies

Taxable activities

Goods and services, unless exempt or zero-rated

Taxable activities — zero-
rated (examples)

For GST/HST, includes prescription drugs and biologicals,
medical devices, basic groceries, agricultural and fishing,
exports, international travel and transportation

Exemptions (reduced
rate examples)

For GST/HST, includes certain real properties, healthcare,
education, legal aid, supplies by charities, financial services

Refund of VAT

Input tax credits if related to
taxable or zero-rated supplies

If registered for GST/HST,
same rules as residents

Tax rates

Value Added Tax (VAT)

o GST/HST at 5%-15%
o PST 0%-9.975%

Administrative
obligations

o Registration if more than
$30,000 of taxable supplies
($50,000 for public sector
bodies)

e Collecting sales tax

e Filing periodic sales tax
returns and remitting
balance due

e Same requirements for
residents if non-resident
is carrying on business in
Canada

e Security may be required if
no PE in Canada

Real Property Taxes

Levied by each province or municipality at varying rates

Land Transfer Tax

Levied by each province or municipality at varying rates

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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(Matthew Wright, RHSW (CAYMAN) Limited, MWright@RHSWCaribbean.com)
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I CORPORATION TAX

Description

Legal form

UK resident corporation

Permanent establishment (PE)

General description

There is no corporation tax
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Il TAXES FOR INDIVIDUALS

Residents | Non-residents

Income Tax General There is no income tax
description

Residents | Non-residents
Capital Gains Tax | General There is no Capital Gains Tax
(CGT) description

Residents | Non-residents
Inheritance Tax General There is no Inheritance tax

(IHT)

description
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents
Dividends Nil Nil
Interest Nil Nil
Royalties Nil Nil
On payments to artists and sportsmen | Nil Nil

The above rates are not affected by the Double Taxation Treaties that the Cayman Islands have with
other countries.
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V  INDIRECT TAXES

Residents Non-residents

Value Added
Tax

General
description

There is no tax on the supply of goods and services

Import Duties

Import duties range from 5% to 25% subject to exemptions and
higher duties for luxury items

Stamp Duty

A range of fixed and variable duties apply to documents where the
original is in the Cayman Islands

Work Permit fees

Work permit fees are due on foreign labour

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Channel Islands, Guernsey

(Mark Le Ray, Saffery Champness, mark.leray@saffery.gg)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited
Partnership (LP)

Private corporation (Ltd)
and Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

e Two or more
e None

e Private company: one or more,
but generally less
than 30

e Public company: two or more

Directors

Management by partners

Management by directors

Establishment

Partnership Deed

Articles of Association

Registration

Registration with Registrar of
Companies, Guernsey Financial
Services Commission

Registration with Registrar of
Companies, Guernsey Financial
Services Commission

Minimum capital

None

£1

Liability Partners liable either jointly or Limited to capital
jointly and severally for debts
Governance Partners Directors’ meetings, shareholders’

meetings

Audit requirements

No audit requirements for
partnership or LP

Required unless certain qualifying
conditions are met and company
is not regulated

Taxation

Tax transparent partners assessed
on share of profits

Guernsey resident companies
are usually taxed at the standard
rate of 0% on worldwide profits
(10% or 20% on certain sources
on income). For non-Guernsey
resident beneficial members,
distributions to them suffer no
further liability to Guernsey tax
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CORPORATION TAX

Legal form
Description

Resident corporation

Permanent establishment (PE)

General description

Liability to Guernsey Income tax,
usually at the standard rate of 0%

Only liable to Guernsey
income tax on Guernsey source
income, unless tax resident in
Guernsey

Taxable entities

Resident companies are subject
to income tax on their worldwide
income, at 0%, 10% or 20%
(depending upon the source of
income), unless also resident,
managed and controlled in the
UK, when only Guernsey source
income (except bank interest) is
taxable in Guernsey

20% tax must have been paid on
any distributions paid to Guernsey
resident beneficial members
(credit is given for tax already
suffered) — this is tax paid by the
company on the member’s behalf,
not a tax liability of the company.
This also applies to outstanding
loans. There is no additional tax
payable on distributions to non-
resident beneficial members

Companies incorporated in
other jurisdictions are only
subject to Guernsey tax

on their Guernsey source
income (except bank interest),
unless they have Guernsey
resident beneficial members
(shareholders and/or loan
creditors), in which case
they are taxed as a resident
company

Taxable income

Worldwide profits, unless also tax
resident in the UK (see above)

Worldwide profits if company
is Guernsey resident, otherwise
only Guernsey source income
(except bank interest)

Calculation of taxable profits

Accounting profit is adjusted for various tax add-backs and
allowances to arrive at profits chargeable to income tax

Interest payments

Relevant interest payments allowed

Related party transactions

All related party transactions must take place on arm’s length basis
and transactions between related parties must be at fair market

value

Tax year, return and payment

The tax year is the calendar year

Profits from trade are assessed on the accounting period ending in

the year of assessment

Tax is due, in equal instalments, at the end of June and December
(or 30 days after an assessment is issued, if not previously assessed)

Capital gains

Capital gains are not subject to tax

Losses

Loss relief available

Tax group

Group loss relief is available
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Description

Legal form

Resident corporation

Permanent establishment (PE)

Tax rate

There are three rates for
companies, depending on the
source of income:

Company Standard Rate — 0%

Company Intermediate Rate —
10%, which applies to:

e certain banking activities and
domestic insurance business,
fiduciary business, insurance
intermediary and insurance
manager business, fund
administration business and
provision of custody services by

banks

Company Higher Rate — 20%,
which applies to:

e activities regulated by the Office
of Utility Regulation

e Guernsey property income

e Importation and/or supply
of hydrocarbon oil or gas in
Guernsey

e Large retail business in
Guernsey where the company
has a taxable profit of more than
£500,000

Certain investment fund vehicles
may apply for exemption from
Guernsey tax

Where taxed on Guernsey
source income only (except
bank interest), rates as per
Guernsey resident companies
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TAXES FOR INDIVIDUALS

Residents Non-residents

General description

Tax levied on the chargeable income of a
chargeable person for a year of assessment

Taxable entities and taxable
income

Residents are taxed
on their worldwide
income with some
relief for double
taxation

Generally not taxable apart
from on certain income
arising in Guernsey

Types of taxable income

e Employment, bonuses, casual earnings

e Income from business activities

e State/occupational pensions

e Property income (usually rent)

e Investment income (eg interest, dividends,
bonds, government stock, settlements, royalties,
annuities, actual distributions)

*
< . . . . R
S Calculation of income All income is taxable on a current year basis
g Tax year, tax assessment and tax e Tax year — calendar year
g [payment e Tax assessment — individual returns for each
taxpayer (unless Tax Office confirms not required)
e Income tax is finalised after the year end by the
issue of a final assessment once the tax return is
processed
e Tax is collected throughout the year on employed
persons under the Employee Tax Instalment (ETI)
scheme
e Interim assessments may be issued with tax
payable, in June and December (ie payments on
account), on income which does not have tax
deducted at source
Losses Business losses may be offset against other income
of the individual
Tax rates 20% income tax
Residents Non-residents
£ | General description Capital gains are not subject to tax in Guernsey
8 Taxable entities and chargeable
x | assets
i - -
P Calculation of gain
'S Tax year, tax assessment and tax
- payment
=
‘a Losses
(]
o Tax rates
Domiciled Non-domiciled
£ | General description There is no estate or inheritance tax in Guernsey
I .
= | Taxable entities and
E chargeable assets
§ Calculation of charge
& | Taxable events
3 Al
g owances
= | Taxrates
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IV WITHHOLDING TAXES

Under Domestic Law

Payments to residents

Payments to non-residents

Dividends Nil Nil

Interest Nil Nil

Royalties Nil Nil

On payments to artists and Nil First £2,500 = 0%
sportsmen Thereafter 20%

Reduced rate available under the relevant Double Taxation Treaty

Country

Dividends

Interest

Royalties

See below!

See below!

See below!

See below!

Note: the above rates are only available provided the specific Treaty criteria are satisfied. As treaties
will not be identical, guidance should be sought in all cases.

1 Guernsey has several full and partial Double Tax Arrangements in force, details of which are

available at www.gov.gg/dta.
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V  INDIRECT TAXES

Residents Non-residents
General description There is no VAT, or sales tax, in Guernsey
Entities obliged to levy
= VAT _
2 | Taxable activities
» o ers
& | Taxable activities — zero-
2 rated (examples)
] -
'3 Exemptions (examples)
g | Refund of VAT |
S | Tax liability
Tax rates
Administrative obligations |
Real Property Taxes e Tax on real property: an annual charge of between
5p and £37.55 per unit of footage (depending on
category)
Stamp Duty e Document duty between 2% and 3% on most property
purchases

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Channel Islands, Jersey

(Andrew Shaw, Smith & Williamson (Channel Islands) Limited, andrew.shaw@
smithandwilliamson.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Corporations (Ltd)

Partners/shareholders

e Number
e Restrictions

e Two or more

e One or more general partners
e One or more limited partners
e None

e Registered Private company: one
or more, but generally less than 30

o Registered Public company: two
or more

Directors

Management by partners

Management by directors

Establishment

Partnership deed

Articles of Association

Registration

Registration with Registrar of Companies, Jersey Financial Services

Commission

Minimum capital

None

£1

Liability

e Partners liable either jointly or
jointly and severally for debts

e LLP: general partners; unlimited
liability but liability of partners
limited

Limited to capital

Governance

Partners

Directors’ meetings, shareholders’
meetings

Audit requirements

No audit requirements for
partnership or LLP

Not required unless stated in articles

Taxation

Tax transparent partners assessed on
share of profits

Jersey resident parties taxed on all
profits regardless of where they are
derived. Non-resident parties only
liable to tax on profits arising from
income sourced or arising in Jersey

Under Jersey Law, Jersey Companies
residing in the island are generally
taxed at the standard rate of 0%
(10% or 20% if undertaking specific
prescribed activities). For non-Jersey
resident beneficial owners, profits,
dividends or otherwise attributed

to them from the Jersey Company
suffer no further liability to Jersey tax
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Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Corporations (Ltd)

Usage

e Partnerships: professional firms
e LLPs — non-residents

e Small and medium-sized
enterprises

e Personal Investment Companies

e Registered Public companies used
by larger entities generally seeking
a listing on Stock Exchange or AIM
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I INCOME TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Income tax

Taxable entities

Resident companies are subject

to income tax on their worldwide
income. Jersey resident companies
are taxed at 0%, 10% or 20%
(depending upon the activity of the
company)

Companies incorporated in other
jurisdictions that are managed and
controlled in Jersey are taxable in
Jersey albeit normally at a rate of 0%

Jersey resident shareholders of

these companies can be taxable
when funds are extracted from the
company. Non-resident shareholders
are not taxed on cash dividends or
interest paid by such companies

Taxable income

All income derived from such
establishment, including foreign
source income

Worldwide profits

Calculation of
taxable profits

Accounting profit is adjusted for various tax add-backs and allowances to
arrive at profits chargeable to income tax

Interest payments

Qualifying interest payments allowed

Related party
transactions

All related party transactions must take place on arm’s length basis and
transactions between related parties must be at fair market value

There is no transfer pricing or related party legislation in Jersey

Tax year, return and
payment

e The year of assessment for income tax is the calendar year, although
companies may adopt an accounting year end of their choice

e Profits from trade are normally assessed on a preceding year basis

o Taxpayers are issued with assessments in the year following the year of
assessment and tax is payable the day following the issue of an assessment

Capital gains Capital gains are not subject to tax

Losses Loss relief available

Tax group Group relief for losses available for qualifying financial services companies.
Companies taxed at 0% and which are part of a group allowed to pass on
losses so as to offset the profits of another company in the group

Tax rate Jersey resident companies are taxed | Companies incorporated in other

at either 0%, 10% or 20% depending
upon activities

jurisdictions that are managed and
controlled in Jersey are taxable in
Jersey albeit normally at a rate of 0%
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TAXES FOR INDIVIDUALS

Residents Non-residents
General Tax levied on the chargeable income of a chargeable person for a year
description of assessment
Taxable entities Residents are taxed on their Not taxable
and taxable worldwide income with some
income relief for double taxation

Types of taxable
income

e Property income (usually rent)

e Income from capital investment (interest, sale of goodwill, dividends,
royalties, annuities)

e Income from business activities

e Employment from personal services or pensions

E Calculation of e Property — current year basis
g income e Trading — current year basis
S e Investment — current year basis
= e Employment — current year basis
Tax year, tax e Tax year — calendar year
assessment and o Tax assessment — individual self-assessment returns for each taxpayer
tax payment e Income tax is assessed about 6 months following the year of
assessment
e Employees pay income tax as a deduction from their earnings
throughout the year under the Income Tax Instalment Scheme (ITIS).
Any balance remaining when the assessment is issued then requires
settlement on or by 1 December following the end of the year of
assessment
Losses None
Tax rates 20% income tax (income less specific deductions and some limited
personal allowances)
x General Tax on increase in the value of asset between acquisition and disposal,
= description not chargeable to income or corporate tax
.é £ | Taxable entities There is no capital gains tax in Jersey
© 8 and chargeable
£ T |assets
=
S

Domiciled | Non-domiciled

Inheritance Tax

(IHT)

Taxable entities
and chargeable
assets

There is no estate or inheritance tax in Jersey




Channel Islands, Jersey 133

IV WITHHOLDING TAXES

There are no withholding taxes under Jersey Law.
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V  INDIRECT TAXES

Residents Non-residents

General Tax on the supply of goods and services (GST)
description

Entities obliged to | Registered businesses are required to apply GST at standard rate of 5%
levy GST on consumption of imported and locally produced goods/services. GST
Returns are due quarterly in respect of GST charged on supplies less
GST imposed on costs incurred. International Services Entities, which
are mainly financial service entities, may apply for an alternative to

the GST registration whereby the GST provisions do not apply but an
annual fee is paid. This alternative to GST registration primarily serves
non-residents

Goods and Services Tax (GST)

Real Property Taxes Land transaction tax, equivalent to stamp duty, collects tax on some
property transactions not previously caught by the stamp duty
legislation. This relates to share transfer transactions

Stamp Duty Stamp duty on some property transactions

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Chile

(David Barros, Humphreys & Cia, david.barros@humphreysycia.cl)

I MAIN LEGAL FORMS

Legal form
Characteristics

General Partnership and Limited
Liability Partnership (LTD)

Stock Corporation (SA)
(private or public)

Partners/shareholders

e Number
e Restrictions

e From 2-50 partners, who have
property rights

o Changes to the by-laws must be
approved unanimously

e More than two stock holders
(SpA or Single Shareholder
Company is a special type of
stock corporation but more
flexible. It can be transformed
into a common stock
corporation with two or more
shareholders at any time)

e Both kinds of companies are
subject to the Corporations Act
of 1981

Directors

N/A

Minimum: three directors

Registration

By-laws in public deed, registered and published

Public Corporations must register with the Superintendence of
Corporations and file periodic information

Minimum capital

None

Liability Limited to rights ownership for Limited to capital ownership
LTDs
General partnerships unlimited

Governance Partners Assembly of Shareholders

Legal representative

Board of Directors

General manager

Audit requirements

None (IFRS applicable from
2013)

Private corporations: None (IFRS
applicable from 2013)

Listed corporations: Yes (IFRS
applicable from 2009)
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Characteristics

Legal form

General Partnership and Limited
Liability Partnership (LTD)

Stock Corporation (SA)
(private or public)

Taxation Resident companies taxable on worldwide profits
Partnerships are transparent
From 2017, partnerships with individuals as partners and sole
proprietor entities may opt between the partially integrated and the
attributed income systems (see definitions below). Stock companies
will be under the partially integrated system

Usage Small businesses; family-owned | Joint ventures; medium-sized

businesses; wholly owned
subsidiaries

and large companies. By law,
banks, insurance companies,
pension fund managing
companies, etc
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I CORPORATION TAX

Legal Form
Description

Resident corporation Permanent establishment (PE)

General description

Company or ‘first category’ tax

An important tax reform was enacted in September 2014

1. Two Corporate Income Tax systems are established:

From 2017 onwards, two optional company tax systems will exist:

Attributed Income System

Under this system, all of the taxable basis will be apportioned for
corporate purposes to each partner/shareholder, down to the final
taxpayer who will be subject to taxation, whether dividends have been
distributed or not. The attributed income will have a 100% tax credit for
the corporate tax paid

Partially Integrated System

This system will be the default option for stock corporations and any
other entity not mentioned under the ‘attributed” option. Similarly, as in
the old system, this option taxes at individual level only dividends and
withdrawals paid to final taxpayers; however, the credit for the corporate
tax paid will no longer be 100% but only 65%

The 65% limit on the credit shall not apply to investors residing in
countries where Chile has a double taxation treaty in force. These
investors will, therefore, maintain the current full credit

The taxpayers will be subject to the above systems for five years;

afterwards, they may opt for one system or the other

2. Increase in the Corporate Income Tax rate:

The tax rate is gradually increasing from 20% in 2013 to:

®21% in 2014

©22.5% in 2015

® 24% in 2016

e 25% in 2017 for companies subject to the ‘attributed income system’,
and to 25.5% for companies subject to the ‘partially integrated system’

e 27% in 2018 for companies subject to the ‘partially integrated system’

Taxable entities

Basic entities are deemed to be Income derived by PE in Chile
resident, for tax purposes, if they
are incorporated or indentured in
the country

Taxable income

Chilean income on accrued basis and income from foreign sources
received by Chilean residents (see double taxation treaties below)

Calculation of taxable
profits

All operating and non-operating income is treated as taxable income
with relief for all operating and non-operating expenses incurred in
producing this income

Interest payments

Transfer pricing rules are in place that require funding arrangements to
be at arm’s length for interest payments to remain tax deductible

Related party
transactions

All related party transactions must take place on arm’s-length basis

Tax year, return and
payment

e Tax period coincides with calendar year

e Annual tax return must be filed by the following 30 April

e Business entities are required to make monthly provisional payments
against their annual tax liabilities. The annual net balance of the tax
liability accrued after deductions of provisional payments is due, or
recoverable, with the filing of the return in April
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Legal Form
Description

Resident corporation Permanent establishment (PE)

Capital gains

Capital gains are tax exempt if derived from transactions of first public
offerings and listed corporations, with qualified market presence

Losses Losses may be carried forward indefinitely
Tax group None
Tax rate See above

Double taxation treaties

See www.sii.cl/pagina/jurisprudencia/convenios.htm

Free trade agreements

See www.aduana.cl/prontus_aduana_eng/site/edic/base/port/
international_agree.html
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TAXES FOR INDIVIDUALS

assets

Residents Non-residents
Taxable Any individual becomes tax Foreign individual who becomes
entities and resident if he stays continuously in | resident is subject to tax only on
taxable the country for 6 months or more | income arising in Chile, during the
income in one year, or more than 6 months | first 3 years of residence. After that,
in total in 2 consecutive years the tax is applied on worldwide
Any person resident or domiciled | Ncome
in Chile must pay tax on their
worldwide income
Types of e Property income (usually rent)
taxable e Income from capital investment (interest, sale of goodwill, dividends,
income royalties, annuities)
e Income from business activities
) o Employment from personal services or pensions
f Taxable e Gross earnings less social security payments (with limits)
g income e Individuals are also covered by the double taxation treaties
g |Taxyear, tax |e Tax year — calendar year
T | assessment e Employees pay a withholding scaled tax rate monthly as sole
and tax requirement, without further filings
payment e Persons receiving income from more than one source and independent
service providers must file an annual tax return
Losses Losses can be carried forward indefinitely
Tax rates Tax rate computed on a progressive | See Withholding Taxes below
marginal scale, exempt up to
US$11,000 p.a. and increasing
from 4% marginal to 40% (35%
in 2017) marginal for income
equivalent to US$118,000 or more
per year (all dollar amounts are
approximate)
General Investments in shares of listed companies that comply with stock
g _ |description exchange IPOs and general public offerings, are exempt from capital
o ains tax
°g ’
z;
s
O
Domiciled Non-domiciled
% General Tax is applied to assessed inheritable estate
E _ description
g Taxable All legal inheritors
= = | entities and
_é: chargeable
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Domiciled Non-domiciled

Inheritance Tax (IHT) — contd

Calculation of
charge

The tax base includes the whole inventory of assets and liabilities in the
estate: property, securities, funds in every form, vehicles, participations
in businesses, etc, less debts, each one valued according to the
specifications in the law. If the originator was married under a connubial
society regime only 50% of the estate is subject to this procedure

Taxable events

Death

Allowances

Equivalent to (approx.) US$43,000 per inheritor

Tax rates

Gifts and inheritances are subject to a progressive tax that goes up to 25%
on the net amount, after deducting expenses and allowances
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents’

Dividends Nil 35%
The corporate income tax paid
is credited to this tax with a
limit of 65%, unless the foreign
investor is covered by a Double
Taxation Treaty, where the
credit is 100%

Interest Nil 4% when paid to a bank,
otherwise can go up to 35%

Royalties Nil 30%

On payments to artists and Nil 20%

sportspeople

On payments to service Nil 15%

providers who perform work

of a technical or engineering

nature

Reduced rate available under the relevant Double Taxation Treaty

Countries Dividends? Interest® Royalties
Belgium 35% 15% 10%
Brazil 35% 15% 15%
Canada 35% 15% 15%
Columbia 35% 15% 10%
Croatia 35% 15% 10%
Denmark 35% 15% 15%
Ecuador 35% 15% 15%
France 35% 15% 10%
Ireland 35% 15% 10%
Korea, Republic of 35% 15% 15%
Malaysia 35% 15% 10%
Mexico 35% 15% 15%
New Zealand 35% 15% 10%
Norway 35% 15% 15%
Paraguay 35% 15% 15%
Peru 35% 15% 15%
Poland 35% 15% 15%
Portugal 35% 15% 10%

1 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.

Dividends paid from Chile to a non-resident investor are subject to 35% withholding tax in Chile

with a 65% credit of the Corporate Tax paid, unless the investor resides in a country with a DTT
with Chile, where the credit will be 100% of the Corporate Tax.

Interest paid to foreign banks has a 4% tax rate.
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Reduced rate available under the relevant Double Taxation Treaty

Countries Dividends? Interest® Royalties
Spain 35% 15% 10%
Sweden 35% 15% 10%
Switzerland 35% 15% 10%
Thailand 35% 15% 15%
United Kingdom 35% 15% 10%

Note: The above rates are only available provided the specific treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain special
criteria are satisfied. As treaties will not be identical, guidance should be sought in all cases. Treaties
provide a reference framework for the signatory countries, which have the power to use lower rates
if they are already in use or if there are most favoured nation clauses that permit adjusting the rates
to the reduced amounts agreed to in other treaties.




Chile 143

V  INDIRECT TAXES

Residents Non-residents
Entities obliged to levy |e All entities that transfer title of a new good on a recurring basis
VAT o All entities that sell commercial services
Taxable activities Supply of goods and services, imports of goods, etc
Taxable activities None
— zero-rated (examples)
E Exemptions (examples) | e Life insurance
= e Exports and insurance relating to exports
% e Property
= e Sale of used fixed assets
S e Personal services rendered by employees or by independent
-3, contractors, whether resident or not
S [Refund of VAT If in a given month credit exceeds debit, the difference may be
s carried forward and added to the credit of the next month
Tax liability Normally the seller of goods and services is responsible for
charging VAT on the invoice
Tax rates 19% flat and uniform rate
Administrative Tax payable monthly
obligations
Real Property Taxes Land and buildings, including housing that exceeds a certain

value, are taxed at 2% each year on the taxable valuation of the

property. This annual tax is paid in four quarterly instalments

Stamp Duty e Applicable to transactions related to credit operations,
cheques, ATM withdrawals, etc

e 0.066% per month with a maximum of 0.8% p.a., calculated
on the par value of the document, or 0.332% if the document
is payable on sight, is applied to bills of exchange, promissory
notes, import letters of credit, IOUs and in general to any
document representative of a loan or credit operation (rates
valid from 1 January 2015)

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






China

(Flora Luo and Scott Heidecke, Nexia TS (Shanghai) Co. Ltd.,
floraluo@nexiats.com.cn, scott@nexiats.com.cn)

I MAIN LEGAL FORMS

Legal form
Characteristic

Partnership and Limited Liability
Partnership (LLP)

Private Limited corporation (Ltd)
and Public corporation( Plc)

Partners/shareholders

e Number
e Restrictions

e Minimum: two persons
e Unlimited liability

Ltd: 1-50 persons

Plc: Minimum: two persons

Directors

No appointment of directors is
required

Ltd: A Board of Directors of

3-13 persons is mandatory for Joint
Ventures. WFOEs may have either
a Board of Directors or a single
Executive Director. A Supervisory
Board is also required

Plc: Mandatory to have a Board of
Directors of 5-19 persons

Establishment

Registered business name, registered
address and partnership deed

Ltd: Registered business name and
address; Articles of Association,
feasibility study; legal representative
and supervisor appointments. Joint
Ventures must also register a JV
contract

Plc: registered business name,
registered address

Founders number: 2-200

Founders share: no less than 35%

Registration

Except for certain restricted industries or businesses that are listed on
a published ‘negative list’, foreign invested companies no longer need
pre-approval before registration. Allowed companies may register with
the appropriate local registration authority to obtain a business licence
and then proceed to register with up to 10 other government agencies,
including tax, customs and statistics bureaux
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Legal form
Characteristic

Partnership and Limited Liability
Partnership (LLP)

Private Limited corporation (Ltd)
and Public corporation( Plc)

Minimum capital

No restriction for Partnership

LLP: RMB 100,000 for a one-person
company and RMB 30,000 for a
more than two-person company

Ltd: Private corporations in
encouraged industries no longer
have minimum registered capital
requirements. However, local
registration authorities reserve the
right to refuse registration if the
registered capital amount is deemed
to be unreasonably low. Certain
restricted industries, such as medical
institutions, must satisfy minimum
registered capital requirements

Plc: not less than RMB 5m

Liability Unlimited liability for partners and | Generally limited to invested
general partners registered capital
Governance By partners Ltd: Board of Directors or Executive

Director; Managing Director; Legal
Representative; Supervisory Board or
Supervisor

Plc: governance consists of:

e Board of Shareholders
e Board of Directors
e Audit Committee

Audit requirements

Annual statutory audit required
— performed by certified public
accountant (CPA)

Ltd: Annual statutory audits are
required for all companies and must
be performed by a CPA licensed in
China

or accounting firms

Taxation Enterprise income tax on worldwide revenue
Partnerships are transparent
Usage Rarely used other than for law firms | Commonly used for local or foreign

invested businesses and for all
public companies
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I CORPORATION TAX

e Legal Form Non-resident enterprise Resident enterprise

Description

General description Enterprise income tax (EIT)

Taxable entities Enterprises established outside Any enterprise that is formally
China with effective management | registered as a company in China,
not in China, and either have and also foreign enterprises
an establishment in China or no established outside China but with
establishment in China but have effective management based in
income derived from sources inside | China
China

Taxable income China-related income only Worldwide income

Calculation of taxable
profits

Taxable income is gross revenue minus non-taxable income, exempt
income, allowable deductions and permitted loss carry-overs

Interest payments

Interest paid on loans from financial institutions is fully deductible,
whereas interest on loans from non-financial institutions is deductible

to the extent that the interest accrued or actually paid is no higher than
that on similar loans from financial institutions. Interest paid between
associated enterprises is subject to thin capitalisation and transfer pricing
rules

Related party
transactions

All related party transactions must take place on an arm’s length basis.
Substantial related party/transfer pricing documentation required during
year-end tax filing

Tax year, return and
payment

o Tax year normally coincides with calendar year

e EIT is declared and paid monthly or quarterly (as registered) using
provisional corporate tax returns, which must be filed within 15 days
after the end of each term

e A final annual tax declaration and settlement is required within
5 months after the end of a tax year. The annual filing includes
mandatory submission of 9 related party transaction disclosure forms

Capital gains

No separate Capital Gains Tax for companies. Gains on the disposal

of property, including gains from transactions involving securities
instruments (eg stocks, bonds, etc), are subject to EIT of 25%. Also
applies to gains obtained from corporate reorganizations, such as equity
and share transfers. Such gains are subject to withholding tax (10%) if
they are derived by a non-resident enterprise

Losses

Tax losses may be carried forward to offset future income for a period of
5 years

No losses can be carried back

Tax group

None

Tax rate

25% is the standard EIT rate for all companies, domestic and foreign-
held. Encouraged industry companies set up in certain western provinces
and earning at least 75% of profits in those provinces may be granted

a rate of 15%. Countrywide, those companies that can meet criteria

as high or new technology companies, and certain others engaged in
infrastructure or environmental businesses, as well as some agricultural
companies, may enjoy rates as low as 15%. Thin-profit enterprises are
subject to EIT at a 20% rate
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General
description

Individual income tax (IIT)

Taxable persons
and taxable
income

Tax is levied on the worldwide Tax is levied on China-sourced
income of Chinese nationals, as income (regardless of whether
well as foreign individuals who have | paid in China or overseas) of

been domiciled or resident in China | foreign workers who are present
for more than five years in China longer than 90 days (183
days if from a treaty country).
Legal Representatives, Chief
Representatives and other high-level
managers are liable for IIT without
regard to the 90/183-day rules, but
do qualify for time apportionment
of tax

Types of taxable
income

e wages and salaries derived from a position or contract of employment

e production and business income derived by industrial and commercial
households/entrepreneurs

e income derived from contracting for or leasing operations of enterprises
or institutions

e remuneration for personal services performed by an independent
contractor

e remuneration for manuscripts

e royalty income

e interest income, dividends and bonuses

e income derived from leasing properties

e income derived from assignment or transfer of properties

e contingency income

e other income specified to be taxable by the finance department of the
State Council

Calculation of
income

For wages and salaries, a monthly standard allowance (deduction) of
RMB 3,500 is granted to all individuals. Foreign individuals working in
China are entitled to a monthly standard allowance of RMB 4,800. Social
Security contributions are also deductible. No other deductions allowed

Tax year, tax
assessment and
tax payment

e Tax year normally coincides with the calendar year

e [IT is in most cases deducted and filed monthly by the employer or other
withholding agent. If no withholding agent is available, the individual is
responsible for monthly 1T filing

e The tax withholding agent or individual must declare and pay IIT to the
State treasury within 15 days following each month of tax liability

e For any individual with annual income in excess of RMB 120,000, an
annual tax return must be filed within three months following the end of
a calendar year (by 31 March of each calendar year)

Losses Losses incurred by an individual deriving income from production and
business income in a tax year may be carried forward for a period of
5 years to be offset against future taxable income. There is no loss relief for
other types of income. Losses cannot be carried back

Tax rates There is no difference in IIT rates for income of residents and non-

residents. Tax on wages and salary is computed as a percentage of the
income based on a 7-tier progressive scale ranging from 5% up to 45%.
Tax on income from production and business operations (or leasing
operations) by self-employed individuals is taxed at progressive rates
ranging from 5% to 35%. Tax on income for independent contractors is
generally 20% but may range as high as 40%. Income from other sources
is generally taxable at a flat rate of 20%
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Residents Non-residents

Capital Gains Tax (CGT)

General
description

Individual income tax capital gains

Taxable entities | Resident and non-resident individuals

and chargeable

assets

Calculation of | Selling price minus deductible expenses (including cost and other
gain reasonable expenses)

Tax year, tax Tax year — N/A

assessment and | capital gains tax is generally due at the close of relevant transactions
tax payment

Losses N/A

Tax rates Usually 20% of the gains

Domiciled Non-domiciled

Inheritance Tax (IHT)

Taxable entities
and chargeable
assets

Currently there is no inheritance tax
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IV WITHHOLDING TAXES

Under Domestic Law Payments to residents Payments to non-residents’/

Dividends No withholding. Tax is paid 10%
during EIT filing

Interest No withholding. Tax is paid 10%
during EIT filing

Royalties No withholding. Tax is paid 10%
during EIT filing

Lease Income No withholding. Tax is paid 10%
during EIT filing

Equity or share transfers of Paid at time of transaction 10%

China registered companies

On payments to artists and Must be withheld by employer |20%

sportsmen if applicable, otherwise filed

and paid by the individual on a
monthly basis

China has negotiated a range of tax treaties which provide an exemption or a reduction in withholding
taxes on dividends, interest and royalties payable.

Reduced rate available under the relevant Double Taxation Treaty
Country Dividends Interest Royalties

Australia 15% 10% 10%
Germany 5% 10% 10%
Hong Kong 5% 7% 7%

Jamaica 5% 7.5% 10%
Korea 5% 10% 10%
New Zealand 15% 10% 10%
Singapore 5% 7% 6%

USA 10% 10% 7%

Note: The above rates are only available provided the specific Treaty criteria are satisfied. As treaties
are not identical, guidance should be sought in all cases.

1 Reduced (or increased) rates of withholding may apply where there is an appropriate double tax
treaty and certain conditions are met. Examples are shown in the following table.
2 Note that VAT also applies to interest, royalty and leasing income.
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V  INDIRECT TAXES

Residents Non-residents

Entities obliged

All enterprises, organisations or individuals that sell goods, provide

activities — zero-
rated (examples)

to levy VAT services or import goods and services. This includes non-resident
companies or individuals, although non-residents are generally not
able to register for VAT and thus must use the services of an approved
withholding agent. Guidance must be sought for specific application of
the latest rules related to specific cross-border services transactions
Taxable Sale of goods and services, including imported goods and services
activities
Taxable Export of goods and some services (if the services are entirely consumed

offshore) is exempt or zero-rated

Exemptions
(examples)

e Self-produced agricultural products sold by agricultural producers

e Contraceptive drugs and devices

o Antique books

e Imported instruments and equipment used directly in scientific
research, experiments and education

e Materials and equipment imported free of charge from foreign
governments and international organisations

e Equipment and machinery required to be imported under contract
processing, contract assembly and compensation trade

e Articles imported directly by organisations for the disabled for special
use by the disabled

e Certain exported services, such as design or advertising, where the
service is entirely consumed offshore

Refund of VAT

A percentage of VAT paid during manufacture of exported products can
be refunded where certain conditions are met

Value Added Tax (VAT)

Tax liability

Normally the supplier of goods and services is responsible for the
collection and subsequent payment of VAT during sales. For imported
goods or services, the buyer must act as withholding agent and ensure
payment of VAT

Tax rates

e General taxpayer = 17% (13% for some agricultural and textile goods)
on goods and 6%-17% for services. Input VAT is creditable against
output VAT

e Small-scale taxpayer = 3% of total sales turnover

Administrative
obligations

All enterprises or individuals selling goods and services in China must
register for VAT with the local tax authority (although foreign entities
are generally not allowed to register and thus must rely on an approved
withholding agent in China). VAT taxpayers are generally classified into
two categories: the general VAT payer or the small-scale VAT payer. All
entities with revenues in excess of RMB 5 million are automatically
considered as general VAT taxpayers and shall be registered as such.
Others must meet certain accounting requirements in order to register
as general taxpayers. General taxpayers must issue special VAT invoices
upon request of the buyer and must obtain special VAT invoices in order
to claim input VAT credit

Business Tax (BT)

Since the latest VAT laws have taken effect, BT is no longer collected for
most transactions, although there is some regional variation. Where BT
is collected, the rates range from 3% to 20% of the transaction

Representative Offices of foreign entities continue to pay BT in addition
to EIT, usually 5% of the total expenses of the office
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Consumption Tax (CT) | CT applies to the manufacture, import, commissioning of processing,
and sale of CT liable goods in China. Tax collected from the consumer
(buyer) is based on the sales value or sales volume of the goods, or a
composite of both

CT liable goods fall into more than 10 general categories and include
tobacco, alcohol, some motor vehicle-related goods, luxury watches
and jewellery. CT has recently been eliminated for cosmetics, but
remains subject to change. Tax rates vary widely, in some cases as a
percentage of the sales value and in other cases as a fixed amount per
item

Real Property Taxes Deed tax is between 3% and 5% on the total value of land use rights or
building ownership rights transferred, and is payable by the transferee

Land value-added tax is a tax on the gain realised on the transfer

of land-use rights of state-owned land, including the buildings and

associated structures on it. Tax is charged in four bands ranging from

30% to 60% depending on the percentage gain versus deductions.

Some exemptions for residences, or other special situations, may apply

Stamp Duty e Stamp tax stamps must be purchased and affixed to contractual and
other similar legal documents (such as purchase agreements)

e The amount of tax ranges from 0.003% to 0.1% of the contract value

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Colombia

(Roberto Montes Marin, Montes y Asociados SAS, montesyasociados@nexiamya.
com.co and gerencia@nexiamya.com.co)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Minimum of two partners to begin

Minimum of five partners to begin

Directors

As a minimum a general manager and Board of Directors for companies

Establishment

Written agreement presented to notary public which certifies legality

Registration

Chamber of Commerce

National Tax Administration

Minimum capital

None

No less than authorised amount and
no less than one-third of the shares
to be paid upfront

Liability

Unlimited responsibility

Up to the full amount of their shares

Governance

Optional external auditor (fiscal
revisor)

External auditor (fiscal revisor)

Audit requirements

Financial statement must be certified
by public accountant

Financial statement must be certified
by public accountant and audited by
fiscal revisor

Taxation Corporate taxes on worldwide profits
Partnerships are transparent
Usage No restrictions
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I CORPORATION TAX

Legal form
Description

Foreign corporation with

Resident corporation permanent establishment (PE)

General description

Corporate tax

Taxable entities

Colombian companies, regardless of | PE located in Colombia
whether ownership is in the hands
of non-Colombian residents, pay tax
on income derived from all sources,
with some activities and services
performed outside Colombia being

taxable

Taxable income

Worldwide profits Profits derived by PE in Colombia

Calculation of
taxable profits

Accounting profit is adjusted for various tax add-backs and allowances to
arrive to chargeable profits

Interest payments

Interest paid to authorised local banks or other authorised financial
institutions is deductible in full, if certified by the recipient

Related party
transactions

All related party transactions must take place on arm’s-length basis

Tax year, return and
payment

Tax period coincides with calendar year
The return should be filed within 2 years after the financial year end

Tax payable in two or five instalments depending on how the National Tax
Administration has classified the taxpayer

Capital gains Capital gains are subject to corporation tax at normal rates

Losses Companies may offset current year losses against the income earned over
the following 5 years

Tax group None

Tax rate 33% for income tax equality
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Il TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

Taxable entities and
taxable income

Taxed on worldwide income | Taxed on Colombian source
income

Types of taxable income

e Property income (usually rent)

e Income from capital investment (interest, sale of goodwill,
dividends, royalties, annuities)

e Income from business activities

e Employment from personal services or pensions

Calculation of income

Determined according to table established by the National Tax
Administration

Tax year, tax assessment
and tax payment

Tax year — calendar year

Self-assessment returns should be filed by August of the
following year

Losses No specific rules
Tax rates Income tax based on a progressive rate schedule, with 33%
being the highest marginal rate applicable to earnings
y General description Not taxable
<
W
= ~
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O
Domiciled Non-domiciled

Inheritance Tax (IHT)

General description

No inheritance or gift taxes
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents’

Dividends 20% 33%

Interest Income tax at progressive rates | 33%
up to 33%

Royalties Income tax at progressive rates | 33%
up to 33%

On payments to artists and Income tax at progressive rates | 33%

sportsmen

up to 33%

1 Residence for tax purposes. The individuals who meet the following conditions are considered

residents for tax purposes:

a) Continuous or discontinuous stay in the country for more than 183 calendar days includ-
ing days of arrival and departure to/from the country, during a taxable year (1 January to 31
December). When continuous or discontinuous stay in the country falls in more than one
year or taxable period, the individual is considered resident from the second year or period.

b) If the individual lives abroad providing service to the country under the Vienna Convention
on diplomatic or consular service and is exempt from taxation where he is with respect to all
or part of his income and capital gains during the taxable year or period.

c) Nationals who during the relevant taxable year or period meet one of the following:

e The spouse or partner (not legally separated) or minor dependent children have tax
residence in the country.

abroad for tax purposes.
e Have residence in a jurisdiction classified by the Government as a tax haven.

Fifty per cent (50%) or more of the income is from domestic sources.

Fifty per cent (50%) or more of the assets are managed in the country.

Fifty per cent (50%) of more of the assets are owned in the country.

Being required by the tax authorities, the person does not prove the status of residence

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Chile 7%? 15% 10%
Spain Nil 10% 10%
Switzerland 10% 15% 10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.

2 If the dividend income is derived from an exempt activity (if it is invested in productive activity in
Colombia for a term of not less than three years).
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V  INDIRECT TAXES

Residents Non-residents

Entities obliged to levy VAT

ALL

Taxable activities

Supply of goods and services, imports of goods, etc

Taxable activities — zero-rated
(examples)

Responsibility of suppliers of taxable goods or taxable
services

Exemptions (examples)

e Export of moveable goods

e Scientific and cultural books and magazines

e Services rendered in Colombia and used exclusively
abroad

Refund of VAT

For exempt goods

Value Added Tax (VAT)

Tax liability Normally the supplier of goods and services is
responsible for charging VAT
Tax rates Standard rate = 19%

Differential rates of 0%, 5%, 10% on various goods
depending on circumstances described in the Tax Code

Administrative obligations

Charging, filing and payment of taxes

Real Property Taxes

Determined by Municipal Government

Consumption Tax

Generated by the supply or sale to the final consumer,
or importation by the user, of the following goods and
services:

e The provision of mobile services. Rate 4%

e The sale, production or import of any tangible
moveable property (vehicles, boats and aircraft). Rate
16%

e The sale of prepared food and drinks. Rate 8%

Patrimony Tax

The Equity tax is levied on the value of the total
patrimony exceeding $1 million of the legal person or
individual on 1 January 2015, 2016 and 2017

The rate for legal persons is between 0.20% and 1.15%
for the first year. In the following years the rate decreases

The rate for individuals is between 0.125% and 1.50%
for each year

Nexia International does not accept liability for any loss arising from any action taken, or omission,
on the basis of this publication. Professional advice should be obtained before acting or refraining
from acting on the contents of this publication. Membership of Nexia International, or associated
umbrella organizations, does not constitute any partnership between members, and members do not
accept any responsibility for the commission of any act, or omission to act by, or the liabilities of,

other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 TSA
© Nexia International 2017






Croatia

(Dubravka Kopun, KOPUN Group, info@kopun.hr)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited
Partnership

Private Corporation (d.o.0.) and
Public Corporation (d.d.)

Partners/ shareholders

e Number
e Restrictions

Two or more

No restrictions

One or more

No restrictions

Directors

Management by partners
(partnership)

LLP — only general partner(s)

Limited partner shall not have
the authority to manage business
activities of the company, but he
can be appointed as a procurator
or proxy

Management by directors (One or
more)

Establishment

Partnership agreement!

Notarial deed of incorporation

Registration

Trade register, tax authorities,
State Bureau of statistics

Trade register, tax authorities, State
Bureau of statistics

Minimum capital

None

Private: HRK 20,000 (approx EUR
2,700)

Public: HRK 200,000 (approx EUR
27,000)

Liability

Unlimited — partnership

LLP — limited partner’s liability —
up to his share?

Unlimited?

1 Verification of signatures by public notary.
2 However, anyone who abuses his position as a shareholder or partner could be liable:
(@) if he uses the company to achieve a goal that is otherwise prohibited to him,

) if used by the company to prevent damage to creditors,
) if, contrary to the law, he manages the assets of the company as if they were his property,
) if, in his favour or in favour of any other person, he reduces the company’s assets, even

though he knew or should have known that the company would not be able to meet its

obligations.
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Legal form
Characteristics

Partnership and Limited
Partnership

Private Corporation (d.o.0.) and
Public Corporation (d.d.)

Governance

Partners?

General meeting, Supervisory
Board,* Board of directors

Audit requirements

Normally, no audit requirements

No audit requirements if in previous

year at least 2 out of 3 conditions

were not exceeded:

e Total income = approx EUR
4,000,000

e Total assets = approx EUR
2,000,000

o Number of employees = 25

Taxation

Income tax or corporate tax

Corporate tax

Usage

Mostly because specific law
requires such type

Public: mostly companies
transformed in the privatization
process of ‘social owned
companies’

Private: the remainder

3 Partners of an LLP could establish bodies in accordance with company agreement.
4 A supervisory board of a Private Corporation is required where:

(a

(b
(c
d

and in the LLP jointly exceeds 200.

) the average number of employees exceeds 200 per year,

) itis regulated by a special law,

) share capital exceeds HRK 600,000 and the company has more than 50 shareholders,

) the company is a general partner in an LLP and the number of employees in the company
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I CORPORATION TAX

Legal form
Description

Resident corporation

Permanent establishment (PE)

General description

Tax on income of corporations

Taxable entities

A company or another legal or
natural person resident in the
Republic of Croatia, who is
permanently and independently

A resident permanent
establishment (an inland
business unit) of a non-resident
entrepreneur

engaged in an economic activity
for the purpose of deriving a
profit, an income or a revenue
or other assessable economic
benefits

Taxable income

Residents are taxed on their
worldwide income

Income derived by PE in
Croatia

Calculation of taxable profits

Profit determined pursuant to the accounting regulations as the
difference between revenues and expenditures before the profit
tax assessment, increased and reduced in accordance with the

provisions of the Croatian Profit Tax Law

Interest
payments

For the determination of interest income from loans granted to
associated persons, the minimum calculated interest rate must be
the rate which would apply to non-associated persons at the time
of granting a loan

For the determination of interest expense on loans received
from associated persons, the maximum interest accrued must
be recognised at the interest rate which would apply to non-
associated persons at the time of granting a loan

This interest rate is determined and published by the finance
minister, prior to the beginning of the tax period in which it will
be applied, taking into account that this interest rate is realised
under comparable circumstances or would be realised in the
transactions between non-associated persons

Related party transactions

All related party transactions must take place on an arm’s length
basis

Tax year, return and payment

Tax year generally coincides with the business year, but may also
differ from business year

Corporate income tax return must be submitted to tax authorities
within 4 months after the end of the year

During the tax year, the corporate income tax is prepaid on a
monthly basis

Capital gains Capital gains are included in taxable income and taxed at the
standard rate of 18% / 12%

Losses Tax losses may be carried forward for up to five consecutive years.
The carry back of losses is not permitted

Tax group Consolidated tax returns are not allowed

Tax rate 18% for companies having an income of HRK 3,000,000 (approx

EUR 400,000) or more. Companies having an income below HRK
3,000,000 are taxed with 12% corporate tax
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General description

Personal income tax that is levied and paid for the calendar year
(the taxable period)

Taxable entities and
taxable income

Resident taxable person is
a natural person who in the
Republic of Croatia:

Non-resident taxable person is a
natural person who has neither
domicile nor habitual residence
in the Republic of Croatia,

but acquires an income in the
Republic of Croatia which is
subject to taxation provided by
The Income Tax Law

— has domicile or habitual
residence,

- has neither domicile nor
habitual residence, but is
employed in the civil service
of the Republic of Croatia and
receives a salary on that basis

Types of taxable
income

1. Income from employment

2. Income from independent personal activities (small business,
self-employment and professional income)

. Income from property and property rights

3

4. Income from capital

5. Income from insurance
6

. Other income

Calculation of income

Taxable base of a non-resident
is the total amount of income
that the taxable person obtains
in the Republic of Croatia,
decreased for personal
allowance

Taxable base of a resident is the
total amount of income that the
taxable person obtains inland and
abroad, decreased for personal
allowance

Tax year, tax
assessment and tax
payment

Income tax is levied and paid for the calendar year (the taxable
period). The taxable period may be shorter than the calendar year in
the following cases:

1. if a resident becomes a non-resident during a single calendar
year, or vice versa

2. on the birth or death of the taxable person

All payers of the income are required to report income paid to
individuals by the end of January for the previous calendar year

Depending on type of income, tax payments are made at the same
time as the payment of income, up to the last day in the month for
the current month, up to the last day in the month for the preceding
month, according to a ruling from the Tax Administration or 15 days
from the receipt of the ruling

Losses

Professional income: Tax losses may be carried forward for five years

Tax rates

Annual Personal allowance (tax-free earnings): HRK 45,600 (approx
EUR 6,100)

Annual taxable base for income from employment:
Up to HRK 210,000 (approx EUR 28,000) — 24%
Over HRK 210,000 - 36%
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Residents Non-residents

Capital Gains Tax (CGT)

General description

Taxes are charged by the state over transactions, dividends and
capital gains

Taxable entities and
chargeable assets

Natural persons who obtain an income from capital gains are
subject to capital gains tax

Income from dividends, shares, interest and withdrawals are
considered as a capital gain

Calculation of gain

Dividends — Sum paid out

Shares — Market value of the shares in corporate income (profit)
realised through the allocation of own shares, or the difference
between the market value of allocated shares and consideration
paid, if shares are acquired for a partial consideration

Withdrawals — The market value of withdrawals of assets and the use
of services at the expense of the corporate income (profit) realised in
the current period

Interest — Receipts acquired by a natural person (individual) on
account of claims arising from loans and credit granted, including
the receipts from commission loans realised through banks

Tax year, tax
assessment and tax
payment

Tax year — calendar year

A reduction for a non-taxable portion of receipts of up to HRK
12,000 (approx EUR 1,600) per year shall be recognized in the
income tax annual assessment on the basis of the annual tax return
filed

Depending on the type of capital gain, tax payments are made at the
same time as the payment or within 8 days from the date of payment

Losses

There is no relief for tax losses

Tax rates

Dividends and shares in
corporate income (profit) — 12%

Dividends and shares in corporate
income (profit) — 12% + surtax

Income from allocation or
purchase of own shares — 24%

Withdrawals and interest — 36%

Income from allocation or
purchase of own shares — 24% +
surtax

Withdrawals and interest — 36% +

This is also dependent on
surtax

double taxation agreement

Domiciled Non-domiciled

Inheritance Tax (IHT)

General description

Tax for recipients of inheritances

Taxable entities and
chargeable assets

The taxpayer is the legal or natural person in Croatia that inherits or
accepts a gift or acquires on another basis, without compensation,
property on which tax is paid

The chargeable assets are the amount of cash and the market value
of financial and other assets on the day of the transaction, after
deduction of debts and costs that relate to the property on which the
tax is paid

Calculation of charge

5% of market value

Taxable events

Inherited or donated money and other assets, if not received from
immediate family members

Allowances

o former spouses when they settle their property relations in
connection with a divorce

o spouse, descendants and forebears and adopted children and
adoptive parents of the deceased

Tax rates

Up to 5%
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

total income is tax deductible)

Dividends 12% 12%
Interest 12% — Applies surtax on 12%
income tax
Royalties 24% — Applies surtax (30% of | 24% — (30% of total income is

tax deductible)

On payments to artists and

24% — Applies surtax

Applies the tax rate in

sportsmen accordance with the double
taxation agreement
Reduced rate available under the relevant Double Taxation Treaty (%)
Dividends, Dividends
Country provided criteria in all other Interest Royalties
satisfied circumstances
Albania 10 10 10 10
Armenia 0? 10 10 5
Austria 03 15 5 0
Azerbaijan 510 10 10 10
Belgium 5 15 10 0
Belarus 51 15 10 10
Bosnia and 5 10 10 10
Herzegovina
Bulgaria 5 5 5 0
Canada 5 15 10 10
Chile 57 15 5-15 5-10
China 5 5 10 10
Czech Republic |5 5 0 10
Denmark 5 10 5 10
Estonia 5 15 10 10
Finland 5 15 0 10
France 0 15 0 0
Georgia 5 5 5 5
Germany 5 15 0 0
Greece 5 10 10 10
Hungary 5 10 0 0
Iceland 5 10 10 10
India 5 15 10 10
Indonesia 10 10 10 10
Iran 5 10 5 5
Ireland 5° 10 0 10
Israel 5-10° 15 5 5
Italy 15 15 10 5
Jordan 5 10 10 10
Korea, South 5 10 5 0
Kuwait 0 0 0 10
Latvia 5 15 10 10
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Reduced rate available under the relevant Double Taxation Treaty (%)

(UK)

Dividends, Dividends
Country provided criteria in all other Interest Royalties
satisfied circumstances
Lithuania 5 10 10 10
Macedonia 5 15 10 10
Malaysia 5 10 10 10
Malta 54 5 0 0
Mauritius 0 0 0 0
Moldova 5 10 5 10
Montenegro 5 10 10 10
Morocco 8 10 10 10
Netherlands 0 15 0 0
Norway 15 15 0 10
Oman 5 10 0 0
Poland 5 15 10 10
Portugal 5 10 10 10
Qatar 0 0 0 10
Romania 5 5 10 10
Russia 56 10 10 10
San Marino 5 10 10 5
Serbia 5 10 10 10
Slovakia 5 10 10 10
Slovenia 5 5 5 5
South Africa 5 10 0 5
Spain 88 15 0 0
Sweden 5 15 0 0
Switzerland 5 15 5 0
Syria 5 10 10 12
Turkey 10 10 10 10
Turkmenistan 10 10 10 10
Ukraine 5 10 10 10
United Kingdom | 5'1-1512 10 5 5

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided certain criteria are

satisfied. As treaties will not be identical, guidance should be sought in all cases.

Notes:

1 If the beneficial owner is a company which holds at least 25% of the capital of the company

paying the dividends.

2 If the beneficial owner is a company (other than a partnership) which holds directly at least 25%
of the capital of the company paying the dividends.

3 If the beneficial owner is a company which directly or indirectly owns at least 10% of the capital
of the company paying the dividends.
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If the dividends paid by a company which is a resident of Croatia to a resident of Malta who is
the beneficial owner thereof. (If the dividends were paid by a company which is a resident of
Malta to a resident of Croatia, which is the beneficial owner of the same, the Malta tax on the
gross amount of dividends shall not exceed the corporate income tax which is levied on the
income from which the dividends are paid.)

If the beneficial owner is a company (other than a partnership) which directly has at least 10% of
voting rights in the company paying the dividends.

If the beneficial owner is a company which holds directly at least 25% of the capital of the
company paying the dividends, and this share must be at least $100,000.

If the beneficial owner is a company which holds directly at least 20% of the capital of the
company paying the dividends.

If the dividends are paid to a company whose assets are wholly or partly divided into shares, as
long as it holds directly at least 25% of the assets of the company paying the dividends.

When the beneficial owner of the dividends is a company which holds at least 10% of the
capital of the company paying the dividends in the case when the latter firm is a resident of
Israel, and the dividends are paid out of profits that are subject to tax in Israel at a rate lower
than the normal rate of Israeli tax on profits.

10 When the beneficial owner is a company which holds 25% of the capital of the company

paying the dividends and has invested in the equity of the company the amount of at least EUR
150,000.

If the beneficial owner is a company which is a resident of the other Contracting State and
controls, directly or indirectly, at least 25% of the capital of the company paying the dividends
(except dividends paid to the subject of investments, as mentioned in note 12 below).

12 When dividends are paid out of income (including profits) arising directly or indirectly from real

estate, within the meaning of Article 6 of the Treaty, by an investor which distributes most of this
income on an annual basis and whose income from such property is exempt from tax.
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V  INDIRECT TAXES
Residents Non-residents
General Tax on the supply of goods and services (VAT)
description
Entities obliged | Sales tax at all levels of the The same as applies to residents
to levy VAT production / service chain with right
to tax credit
Taxable Delivery of goods and services within Croatia
activities
Taxable A zero rate applies to the export of goods and services, including
activities — transportation
zero-rated
(examples)
Exemptions o Banking and insurance services
(examples) o Small business entrepreneurs (limit up to approx EUR 30,000; from
1 January 2018, limit up to approx EUR 40,000)
o Exports and supply of services in EU member state
Refund of VAT VAT on supplies and services paid VAT refund procedure
by an entrepreneur is deductible as
input tax, if supplies or services were
taxable supplies and services of his
) enterprise
s
L No tax credit for input tax paid on
= tax-exempt supplies and services
2 (does not include input tax for
E] exports and delivery of goods within
g the EU)

Tax liability

Normally, a supplier of goods and services is liable to charge VAT

Reverse charge for imports and intra-Community acquisitions of goods
and services if those transactions are deemed to take place in Croatia

Reverse charge in case of supply of:

o Construction services
o Supply of waste materials and related services

Tax rates

Standard rate = 25%

Reduced rate | = 13% for hotel services, newspapers and magazines,
tickets for concerts, water, electrical energy, baby foods, edible oils and
fats

Reduced rate Il = 5% for milk, bread, books, medicines and medical
equipment, cinema tickets, scientific journals

Administrative
obligations

o Registration for VAT purposes, if
rendering supplies and services
in Croatia

o Fiscal representation possible
but not obligatory for EU
member states

o Fiscal representation obligatory
for non-EU member states

o Formal requirements concerning
business records and invoices

o Monthly tax self-assessments (for
smaller companies quarterly)

o VAT identification number

Real Property Taxes

Tax rate is 4% on the value of transaction

Stamp Duty

The calculation is complex but the liability is relatively small
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I MAIN LEGAL FORMS

Legal form

Characteristics

General partnerships and
Limited partnerships

Private Company Limited by Shares
(Ltd) and Public Company Limited by
Shares (Plc)

Partners/shareholders

o Number
e Restrictions

General partnership: not
more than 20 partners

Limited partnership: at least
one general partner

Ltd: minimum one shareholder — not
more than 50 shareholders

Plc: minimum number of shareholders
required is seven

Composition of Board
and Management

Management by Partners in
accordance with Partnership
Agreement

The Directors of the Company manage
and effect the decisions taken by the
Company that must comply with the
Company’s Articles

Ltd: no restrictions. Regulated by
the Articles of Association. Alternate
directors are permitted

Establishment

By Partnership Deed

By Articles of Association

Registration

The registration of
partnerships, whether general
or limited, shall be effected
by submitting a statement

in writing signed by all of
the partners to the Registrar
of Companies, within one
month of the date of its
establishment

A general partnership is
defined as a relationship
which subsists between
persons carrying on a
business in common with the
view to profit

Registrar of Companies

Companies are legal entities registered
with the Registrar of Companies
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Legal form

Characteristics

General partnerships and
Limited partnerships

Private Company Limited by Shares
(Ltd) and Public Company Limited by
Shares (Plc)

Directors

Ltd: minimum of one Director. Directors
and Secretary must be separate (except
where there is one sole shareholder
who can be sole shareholder, sole
director and secretary)

Plc: minimum of two Directors required

Partners in a partnership

The minimum number

of Partners required for
partnerships (whether general
or limited) is 2 and the
maximum is 20

Minimum capital

None

Ltd: No minimum
Plc: Minimum €25,650

the Partnership & Business
Names Act of Cyprus (CAP
116) as amended

Liability General Partners: Unlimited | Capital subscribed
liability
Limited Partners: Limited to
capital contribution
Governance Partnership Agreement and Articles of Association and the Cyprus

Companies Law (CAP 113) as amended

Audit requirements

Audit required

Partnerships with a turnover
above €70,000 should
prepare audited financial
statements

Audit required

All companies require audit by law,
except for exemptions stated in the
Companies Act

Taxation

Transparent

Worldwide income

Usage

Professionals

SMEs, listed companies
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I CORPORATION TAX

Legal form
Description

Resident corporation

Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Resident companies

PE located in Cyprus and
activities relating to the
extraction, exploration and

use of Cyprus’ continental

shelf, of the subsoil or the
natural resources, and also the
construction and exploitation of
pipelines and other constructions
in the bottom of the sea of
Cyprus

Taxable income

Worldwide profits

Profits derived by PE in Cyprus

Calculation of
taxable profits

Accounting profits as adjusted for non-tax deductible expenses, allowances

and exempt income

e Foreign dividend income is generally tax exempt

e Profit on the sale of ‘titles’ (ie shares, bonds, options, REPOs, units in
funds, participations in various types of foreign companies and many
other financial instruments) is unconditionally tax exempt

e Foreign PE profits are, in general, tax exempt. As from 1 July 2016,
taxpayers may elect for the taxation of profits earned by foreign PEs,
with a tax credit for foreign taxes incurred on the foreign PE profits. In
the absence of such an election, the exemption method will remain the

default position

80% of the net royalty income/gain on disposal of IPs (both net of any

direct expenses) is tax exempt — effective tax rate as low as 2.5%

Interest payments

e Notional Interest Deduction (NID) — The NID is an annual tax-allowable
deduction for corporate equity. New equity introduced to a company
as from 1 January 2015 in the form of paid-up share capital or share
premium is eligible for the annual NID deduction. The NID granted on
new equity cannot exceed 80% of the taxable profit as calculated before

allowing the NID

Interest deduction may not be allowed in cases where the loan is used to

finance assets which are not used in the business

Interest expense incurred in relation to the direct or indirect acquisition

of 100% of the share capital of a subsidiary company is tax deductible
provided that the subsidiary company does not own any assets that are
not used in the business, eg loans granted by the subsidiary company
should be considered as assets used in the business

Related party
transactions

follows:

Arm’s length basis, but no formal documentation requirements
Spread/net margin on finance income between related parties is as

— Loans up to €50m — net margin of 0.35%
— Loans from €50m to €200m — net margin of 0.25%
— Loans over €200m — net margin of 0.125%

The above spread/net margin is taxable at 12.5% corporation tax
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Legal form
Description

Resident corporation

Permanent establishment (PE)

Tax year, return and
payment

e Tax year = calendar year

e Normally the financial year of a company is the same as the tax year
e A company’s income tax return must be submitted to the tax authorities by

the end of the following tax year

e Provisional tax payment should be made via the provisional tax
declaration that is due on the 31 July of the same tax year. Via this
declaration, provisional tax should be paid to the tax authorities in two
equal instalment payments, ie on 31 July and 31 December of the same

tax year

e The balance of the tax due (if any) should be paid to the tax authorities by

1 August of the following tax year

Capital gains e Gains on qualifying disposals (ie shares, bonds, options, REPOs, units
in funds, participations in various types of foreign companies and many
other financial instruments) are unconditionally exempt from any Cyprus
taxes, unless related to real estate located in Cyprus
Losses May be carried forward and set off against future profits of the next five
years
Tax group Group losses can only be offset against | Tax losses incurred by a business
profits of the corresponding year of carried on outside Cyprus,
assessment. Both companies should whether through a PE or not, can
be members of the same group for the be used as a deduction against
whole year of assessment income from other sources of the
If a company is incorporated by its same person for the same year
parent company during a specific tax Any remaining/unutilised
year, then this subsidiary company PE loss may only be c/f for
is considered to be a member of the future offsetting against the
‘group’ for the whole tax year and thus | same company’s income for
eligible for group loss relief subsequent years (ie unutilised
Two companies shall be deemed to be PE tax los.ses may not be used in
members of a group if: group relief)
e one is a 75% subsidiary of the other or | PE losses deducted in previous
o each one separately is a 75% years against taxable income are
subsidiary of a third company recaptt.Jred. Yvhen the PE returns
to profitability
As from 1 January 2015, a Cyprus
tax-resident company can include, in
the calculation of its taxable profits,
tax losses (as computed under Cyprus
tax law) of a company which is a tax
resident of another EU country, as long
as both companies are part of the same
group according to Cyprus group relief
provisions
Tax rate 12.5% 12.5%

Tax rate in relation
to natural resources

As from 1 January 2016, income earned by persons who are not Cyprus
tax residents and do not have a permanent establishment in Cyprus, from
services which are carried out in Cyprus in relation to the extraction,

exploration or use of the continental shelf, as well as the establishment and
use of pipelines and other installations on the ground, on the seabed and on
the surface of the sea, is subject to taxation at the rate of five per cent (5%),
which is withheld in the case of direct or indirect payment by a Cyprus tax
resident




Cyprus 173

Il TAXES FOR INDIVIDUALS

Residents Non-residents
General Tax is levied on the chargeable income of a chargeable person for a
description year of assessment
Taxable entities | Individuals resident for a Non-residents only liable to income
and taxable period or periods exceeding in | tax on income derived from sources
income aggregate 183 days in the year | within Cyprus
of assessment (tax year)

Types of taxable | e Trading income of a trade, profession (business activities)
income e Employment, pension income
e Property and royalty income

Calculation of | Gross income less any exempt sources of income, less any tax

income deductions and allowances

Tax year, tax e Tax year = calendar year

assessment and | e Individuals submit personal income tax returns by 30 April, 30 June or
tax payment 31 December of the following tax year

o PAYE system for employees

o Self-employed individuals pay their tax due via self-assessment by
30 June and 1 August of the following tax year (depending on their
gross turnover)

Losses May be carried forward and set off against future profits of the next five

years

% | Taxrates Nil tax rate up until €19,500

E Income (€) Tax rate (%)

g 0-19,500 0

= 19,501-28,000 20
28,001-36,300 25
36,300-60,000 30
Over 60,000 35

e Income from pension from abroad is subject to income tax as follows

(irrespective of whether it is remitted to Cyprus or not):

— At 5% (flat rate) on any amount in excess of €3,420 (ie annual
exemption) or

— At the above normal income tax rates

50% of the remuneration from any office or employment exercised

in Cyprus by an individual who was a resident outside Cyprus before

the commencement of his/her employment is exempt from income

tax for a period of 10 years of employment. This provision applies

when annual remuneration exceeds €100,000 and subject to certain

conditions

20% or €8,550, whichever is the lower, of the remuneration from

any office or employment exercised in Cyprus by an individual

who was resident outside Cyprus before the commencement of

his employment. This exemption applies for a period of 5 years

commencing from 1 January following the year of commencement of

employment. This exemption will be available up to year 2020
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Residents

Non-residents

Capital Gains Tax (CGT)

General description

CGT is imposed on the increase of the value of the property
from its date of acquisition to the date of its disposal/transfer (if
applicable)

Taxable entities and
chargeable assets

Gains of any person accruing from the disposal of immovable
property or shares in a company that owns immovable property
located in Cyprus. Land and land with buildings acquired at
market value from unrelated parties from 16 July 2015 until

31 December 2016 will be exempt from Capital Gains Tax upon
future disposal

Calculation of gain

Disposal proceeds less the greater of the cost or market value of
the property on 1 January 1980 adjusted for inflation, less

e expenditure wholly and exclusively incurred in relation to the
acquisition of such gains,

e improvements on the building,

o |osses from previous disposals

Tax year, tax assessment
and tax payment

Declaration of disposal of property
e needs to be filed within 30 days from the date of disposal, or
e in any case before the transfer of the property

Payment of the resulting CGT needs to be effected with the
submission of the above declaration

Losses Capital losses are set off against chargeable gains made on the
same date. Any unrelieved loss is carried forward and is set off
against future chargeable gains
No carry back of losses

Tax rates The CGT rate is 20%

Cyprus domiciled Non-Cyprus domiciled

Inheritance
Tax (IHT)

General description

No inheritance tax in Cyprus
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends 17% (not applicable if the Nil — Also applies to Cyprus tax
ultimate beneficial owner of the | residents who are non-Cyprus
group of companies is a non- domiciles
Cyprus tax resident or a Cyprus
tax resident who is a non-Cyprus
domicile)

Interest 30% (not applicable to Cyprus Nil — Also applies to Cyprus tax
tax residents who are non-Cyprus | residents who are non-Cyprus
domiciles) domiciles

Royalties 10% Nil, but 10% if the right for

which such royalty payment is
made is used within Cyprus

On payments to artists and | None

sportsmen

10%

Reduced rate available under the relevant Double Taxation Treaty in relation to inbound
payments only, as Cyprus does not impose any withholding taxes for outbound payments as

indicated above

Country Dividends Interest Royalties
Armenia Nil 5% 5%
Austria 10% Nil Nil
Bahrain Nil Nil Nil
Belarus 5% 5% 5%
Belgium 10% 0/10% Nil
Bosnia 10% 10% 10%
Bulgaria 5% 0/7% 10%
Canada 15% 0/15% 0/10%
China 10% 10% 10%
Czech Republic Nil Nil Nil
Denmark Nil Nil Nil
Egypt 15% 15% 10%
Estonia Nil Nil Nil
Ethiopia 5% 5% 5%
Finland 5% Nil Nil
France 10% 0/10% 0/5%
Georgia Nil Nil Nil
Germany 5% Nil Nil
Greece 25% 10% Nil
Guernsey Nil Nil Nil
Hungary 5% 0/10% Nil
Iceland 5% Nil 5%
India 10% 0/10% 15%
Iran 5/10% 5% 6%
Ireland Nil Nil Nil
Italy 15% 10% Nil
Jersey Nil Nil Nil
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Reduced rate available under the relevant Double Taxation Treaty in relation to inbound
payments only, as Cyprus does not impose any withholding taxes for outbound payments as
indicated above
Country Dividends Interest Royalties
Kuwait Nil Nil 5%
Kyrgyzstan Nil Nil Nil
Latvia Nil Nil Nil
Lebanon 5% 5% Nil
Lithuania Nil Nil 5%
Malta Nil 10% 10%
Mauritius Nil Nil Nil
Moldova 5% 5% 5%
Montenegro 10% 10% 10%
Norway Nil Nil Nil
Poland Nil 0/5% 5%
Portugal 10% 10% 10%
Qatar Nil Nil 5%
Romania 10% 0/10% 0/5%
Russia 5% Nil Nil
San Marino Nil Nil Nil
Serbia 10% 10% 10%
Seychelles Nil Nil 5%
Singapore Nil 0/7/10% 10%
Slovakia 10% 0/10% 0/5%
Slovenia 5% 5% 5%
South Africa 5/10% Nil Nil
Spain 0/5% Nil Nil
Sweden 5/15% 0/10% Nil
Switzerland 0/15% Nil Nil
Syria 0/15% 10% 15%
Tajikistan Nil Nil Nil
Thailand 10% 10/15% 5/10/15%
Ukraine 5/15% 2% 5/10%
United Arab Emirates | Nil Nil Nil
United Kingdom 0/15% 10% 0/5%
United States 5/15% 0/10% Nil
Uzbekistan Nil Nil Nil

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is possible
that lower rates than those shown above may be available provided that certain criteria are satisfied.
As treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES

Residents Non-residents

General description

Tax on the supply of goods and services (VAT)

Entities obliged to levy VAT

e Self-employed persons

e Companies

e Informal bodies of persons, such as joint ventures, deemed
partnerships, associations

e Partnerships

e Clubs, charities, institutions, societies, trade unions

e Registration threshold: if turnover is in excess of €15,600

Taxable activities

VAT is imposed on the provision of goods and services in
Cyprus, on the importation of goods into Cyprus and on the
acquisition of goods from the European Union (EU)

Taxable activities — zero-rated
(examples)

e Examples of zero-rated supplies are exports, leasing of
aircrafts, ship management services, etc

e Supply of services and goods with another EU / non-EU
Member State

Exemptions (examples)

Value Added Tax (VAT)

Post office services, most of the hospital, medical and dental
care services, social providence and insurance, education,
sports, certain cultural services, financial services, lottery
tickets, the rental of immovable property

Refund of VAT

If there is a balance in favour of the taxpayer (a VAT credit),
then this is refundable by the VAT Commissioner. The VAT
Commissioner may direct that the VAT credit be carried
forward to a later VAT return or postpone the refund in case
a trader failed to submit a VAT return of any previous VAT
period

Tax liability

e Normally the supplier of goods and services is responsible
for charging VAT

e Reverse charge for certain supplies of goods and services,
eg consulting services received from a business established
outside Cyprus

Tax rates

Standard rate = 19%

Reduced rate (eg restaurants, accommodation, taxi and bus
fares, etc) = 9%

Reduced rate (eg food, medicine, acquisition of property)
=5%

Zero rate (eg exports, leasing of aircrafts, ship management
services etc) = 0%

Yacht registration — VAT rate can be as low as 3.4%

Administrative obligations

VAT returns must be completed and submitted to the

VAT Commissioner together with any VAT payable due
within 40 days from the end of each quarter for which the
company is obliged to file a VAT return

e VAT groups are allowed, subject to certain conditions

Real Property Taxes

Immovable property tax (IPT): The rate of IPT depends on the
market value of the property as at 1 January 1980 and ranges
from 0.6% to 1.9% on annual basis
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Residents Non-residents
Real Property Transfer Transfer fees are imposed by the Department of Land and
Taxes Surveys and apply on transfers of immovable property

situated in Cyprus. These transfer fees depend on the value of
the plot of land:

€0-€85,000 - 3%
€85,000—€170,000 — 5%
Over €170,000 — 8%

Exemptions and/or reduced rates are available, subject to
certain criteria

Stamp Duty Cyprus Stamp Duty is only imposed on written contracts
relating to assets located in Cyprus or to things/matters that
will take place in Cyprus

The applicable rates are generally low and capped at a
maximum of €20,000

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Czech Republic

(Marek Votlucka, NEXIA AP a.s., votlucka@nexiaprague.cz and Pavel Zacharias,

NEXIA AP a.s., zacharias@nexiaprague.cz)

I MAIN LEGAL FORMS

v

Legal form
Characteristics

Partnership (vos) and Limited
Liability Partnership (ks)

Private corporation (sro) and Public
corporation (as)

Partners/shareholders

e Number
e Restrictions

VOS: at least two natural persons

KS: at least one unlimited partner
and at least one limited partner

No restrictions

SRO: one or more, maximum
50 partners

AS: one or more

No restrictions

Directors

VOS: Managed by partners

KS: unlimited partner

SRO: at least one executive

AS: Board of Directors — at least
three, except when one shareholder
owns 100%, then there must be at
least one director

Establishment

Notarial deed — Partnership
agreement

Notarial deed — Memorandum of
Association

Registration

The request for registration in the Commercial Register must be placed
within 90 days from the establishment of company

Minimum capital

VOS: No requirements

KS: No requirements, except
CZK5,000 for limited partners

SRO: CZK200,000

AS: CZK2m when established
without public bid, CZK20m with
public bid

Liability Unlimited for all partners of VOS Limited for all shareholders; with
and general partner of KS, limited effect from 2014, significant for
for limited partner; with effect from | statutory and supervisory bodies
2014, significant for statutory and
supervisory bodies

Governance e Partner Managing director

e Unlimited Partner

General meeting

Supervisory board additionally for
AS
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Legal form
Characteristics

Partnership (vos) and Limited
Liability Partnership (ks)

Private corporation (sro) and Public
corporation (as)

Audit requirements

Audit is obligatory for:

e Big-sized units
e Medium-sized units

e Small-sized units — when they are AS and when they exceed one of the

criteria below

e Other units — when they exceed two of the criteria below

Criteria for audit are the following:

o total assets more than CZK40m
e turnover more than CZK80m
e more than 50 employees

Taxation

VOS: tax resident

KS: share on profit of unlimited
partners, tax transparent, share on
profit of limited partners subject to
corporate income tax

Non-transparent — profit is subject to
corporate income tax
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I CORPORATE TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Tax on corporate income

Taxable entities

Corporations incorporated in

the Czech Republic and/or

foreign companies with central
management and control located in
the Czech Republic

PE located in the Czech Republic

Taxable income

Worldwide income Business income of PEs generated in

the Czech Republic

Calculation of
taxable profits

Taxable profit is based on accounting profit adjusted under the tax law

Interest payments

Generally, interest payments are considered to be operational expenditures
and are under certain conditions deductible; thin capitalisation rules apply
to related parties

Related party
transactions

All related party transactions must take place on arm’s-length basis

Tax year, return and
payment

Tax year — calendar year or business year

A tax return must be filed within 3 months after the end of the tax year
or within 6 months if a chartered tax advisor is acting on behalf of the
company, or if mandatory statutory audit is performed

Capital gains Capital gains are subject to corporate tax at standard rates; dividends and
profits from shareholding received from abroad companies are included in
a separate income tax base

Losses Incurred losses may be offset against the profits of the five subsequent tax
periods

Tax group None

Tax rate Flat tax rate 19%
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I TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General description

Individuals’ monetary and non-monetary income is subject to
individual income tax

Taxable entities and
taxable income

Resident individuals are Non-resident individuals are

taxed on their income from subject to income tax solely on

worldwide sources income arising in the Czech
Republic

Types of taxable income

e Employment income

e Income tax on entrepreneurs
e Capital gains

e Rental income

e Other income

Calculation of income

e Employment income

e Business income — sole proprietor, share of income from a
partnership

e Capital income — dividends, interest and other income from
bonds, securities, certificates of deposit, deposits in a bank, etc

e Rental income

Tax year, tax assessment
and tax payment

Tax year — calendar year

Tax assessment: individual self-assessment returns for each
taxpayer

Advanced payments based on tax paid in previous year

Payroll deductions: monthly by the employer, tax deducted can
be offset against the final income tax

Losses

Losses can be offset against income from other sources in the
current year with the exception of employment income. Excess
losses can be carried forward for 5 years, but only against the
same type of income

Tax rates

flat tax rate 15%

Capital Gains
Tax (CGT)

General description

e No special tax
e Capital gains may be subject to income tax (see above)

Domiciled Non-domiciled

Inheritance Tax (IHT)

General description

e No special tax
e Applies to the transfer of assets by inheritance which are
subject to income tax

Taxable entities and
chargeable assets

Taxable entities: legal entities and individuals except the
so-called first group of relatives (parents, children and husband
or wife) and also except the second group of relatives (siblings,
nephews, nieces, aunts, uncles, husbands, husband’s children,
husband’s parents, parent’s husbands and cohabiting partners)

Chargeable assets: real estate, movable assets, cash, securities,
receivables, rights in property and other assets

Taxable events

The probate in inheritance procedure

Allowances

e Proved decedent’s debts passed to the heritor

o Assets exempt from inheritance tax

e Appropriate funeral cost

e Notary’s remuneration and cost certified by court
e Inheritance charge paid to foreign country
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents'

sportsmen

Dividends 15% 35% or 0%?
Interest 0% 35% or 0%?
Royalties 0% 35% or 0%
On payments to artists and 0% 35%

The Czech Republic has negotiated a range of tax treaties which provide an exemption or a
reduction in withholding taxes on dividends, interest and royalties payable.

Reduced rate available under the relevant Double Taxation Treaty
Dividends Interest Royalties
Country Intercompany | Personal Industrial Cultural
Albania 5% 15% 5% 10% 10%
Armenia 10% 10% 10% 10% 5%
Australia 5% 15% 10% 10% 10%
Austria 0% 10% 0% 5% 0%
Azerbaijan 8% 8% 10% 10% 10%
Bahrain 5% 5% 0% 10% 10%
Barbados 5% 15% 5% 10% 5%
Belarus 5% 10% 5% 5% 5%
Belgium 5% 15% 10% 5% 0%
Bosnia and Herzegovina | 5% 5% 0% 10% 0%
Brazil 15% 15% 15% 15% 15%
Bulgaria 10% 10% 10% 10% 10%
Canada 5% 15% 10% 10% 10%
China 5% 10% 7% 10% 10%
Croatia 5% 5% 0% 10% 10%
Cyprus 0% 5% 0% 10% 0%
Denmark 0% 15% 0% 10% 0%
Egypt 5% 15% 15% 15% 15%
Estonia 5% 15% 10% 10% 10%
Ethiopia 10% 10% 10% 10% 10%
Finland 5% 15% 0% 10% 0%
France 0% 10% 0% 10% 0%
Georgia 5% 10% 8% 10% 0%
Germany 5% 15% 0% 5% 5%
Greece 15% 15% 10% 10% 0%
Hong Kong 5% 5% 0% 10% 10%
Hungary 5% 15% 0% 10% 10%

1 Reduced rates of withholding tax may apply to EU residents or where there is an appropriate tax
treaty. From 2015 these will be income tax exempt under specific conditions.
2 Exemptions apply on payments made by a subsidiary to parent company (under certain

conditions).

3 Asof 1 January 2011, exemption applies on payments made to an EU-resident company by a
Czech tax resident or Czech PE of an EU-resident company.
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Reduced rate available under the relevant Double Taxation Treaty

Dividends Interest Royalties
Country Intercompany | Personal Industrial Cultural

Iceland 5% 15% 0% 10% 10%
India 10% 10% 10% 10% 10%
Indonesia 10% 15% 12.5% 12.5% 12.5%
Ireland, Republic of 5% 15% 0% 10% 10%
Israel 5% 15% 10% 5% 5%
Italy 15% 15% 0% 5% 0%
Japan 10% 15% 10% 10% 0%
Jordan 10% 10% 10% 10% 10%
Kazakhstan 10% 10% 10% 10% 10%
Kuwait 5% 5% 0% 10% 10%
Latvia 5% 15% 10% 10% 10%
Lebanon 5% 5% 0% 10% 10%
Lithuania 5% 15% 10% 10% 10%
Luxembourg 5% 15% 0% 10% 0%
Macedonia 5% 15% 0% 10% 10%
Malaysia 10% 10% 12% 12% 12%
Malta 5% 5% 0% 5% 5%
Morocco 10% 10% 10% 10% 10%
Mexico 10% 10% 10% 10% 10%
Moldova 5% 15% 5% 10% 10%
Mongolia 10% 10% 10% 10% 10%
Netherlands 0% 10% 0% 5% 5%
New Zealand 15% 15% 10% 10% 10%
Nigeria 12,5% 15% 15% 15% 15%
Northern Korea 10% 10% 10% 10% 10%
Norway 0% 15% 0% 10% 0%
Philippines 10% 15% 10% 10% 10%
Poland 5% 5% 5% 10% 10%
Portugal 10% 15% 10% 10% 10%
Romania 10% 10% 7% 10% 10%
Russia 10% 10% 0% 10% 10%
Saudi Arabia 5% 5% 0% 10% 10%
Serbia and Montenegro | 10% 10% 10% 10% 5%
Singapore 5% 5% 0% 10% 10%
Slovakia 5% 15% 0% 10% 0%
Slovenia 5% 15% 5% 10% 10%
South Africa 5% 15% 0% 10% 10%
South Korea 5% 10% 10% 10% 0%
Spain 5% 15% 0% 5% 0%
Sri Lanka 15% 15% 10% 10% 0%
Sweden 0% 10% 0% 5% 0%
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Reduced rate available under the relevant Double Taxation Treaty

Dividends Interest Royalties
Country Intercompany | Personal Industrial Cultural

Switzerland 5% 15% 0% 5% 5%
Syria 10% 10% 10% 12% 12%
Tajikistan 5% 5% 7% 10% 10%
Thailand 10% 10% 10% 15% 5%
Tunisia 10% 15% 12% 15% 5%
Turkey 10% 10% 10% 10% 10%
Ukraine 5% 15% 5% 10% 10%
United Arab Emirates 0% 5% 0% 10% 10%
United Kingdom 5% 15% 0% 10% 0%
USA 5% 15% 0% 10% 0%
Uzbekistan 5% 10% 5% 10% 10%
Venezuela 5% 10% 10% 12% 12%
Vietnam 10% 10% 10% 10% 10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.
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V INDIRECT TAXES
Residents Non-residents
General description | Tax on the supply of goods and services, imports and others
Entities obliged to Any individual, partnership, corporation or other body, which carries
levy VAT out economic activities
Those with a turnover exceeding CZK1m in the preceding
12 months. From 2015, the minimum turnover is CZK750,000
Taxable activities Supplies of goods and services, imports of goods, etc
Tax exempt activities | Export of goods and services, financial and insurance services, postal
(generally) services, education, health care services, etc
Exemptions e Disposal of company or contribution of company or of its part,
(examples) integral organisational branch of company
e Free supply of advertising articles which are related to the business
activity, acquisition cost does not exceed CZK500 excl. VAT apiece
and trade samples provided it is supplied free of charge
Refund of VAT Refund of VAT is possible on o Entity registered for VAT in an EU
= a taxable supply made by the country or third county which
i>5 registered entity who settles this did not make any taxable supply
% supply from the resources of in the Czech Republic in the
L international help in accordance calendar year
] with an international treaty which | e Persons enjoying privilege and
3 is part of the Czech legislation immunity and related persons
S | Tax liability VAT is calculated over and paid to the local tax authority monthly
g on the difference between the VAT charged on sales and the VAT
incurred on expenditure. If the turnover did not exceed CZK10m in
the previous calendar year, the VAT can be paid quarterly
Tax rates e Standard rate = 21% (most goods and services)
e Reduced rate = 15% (specified goods and services, eg food, books,
health and social care)
Administrative Any business making taxable Entities registered to VAT in an
obligations supplies may register for VAT EU country or third country and
voluntarily. However, registration | having PE in the Czech Republic,
is compulsory if taxable income | apply the same rules as the Czech
exceeds the registration limit, entities. Entities registered to VAT
currently CZK1m within 12 in an EU country or third country
successive months. From 2015, | and having no PE in the Czech
the limit is CZK750,000 Republic, are liable to VAT as from
the day of making certain types of
taxable supplies
Real Property Transfer Tax | The rate is 4% of the higher of the sale price and the value of the
property. The real estate transfer tax is payable by the buyer and is
deductible for income tax purposes
Real Estate Tax At varying rates; special tax exemptions apply; building is considered
as a part of land

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Denmark

(Iver Haugsted, Christensen Kjaerulff, ih@ck.dk)

I MAIN LEGAL FORMS

Legal form

Characteristics

Partnership (1/S) and Limited
Liability Partnership (LLP, K/S)

Private corporation (Ltd: ApS, 1VS)
and Public corporation (Plc: A/S)

Partners/
shareholders

e Number
e Restrictions

e One or more
e None

e One or more
e None

Directors

No minimum

One or more

Establishment

Deeds
Registration of LLP

e Deeds
e Registration

Registration

Registration takes place at the Danish Commerce and Companies Agency

(Erhvervsstyrelsen). Only companies

with limited liability must register

Minimum capital

e DKK 50,000 for ApS
e DKK 1 for IVS
e DKK 500,000 for A/S

Liability e Unlimited for partnership Limited to share capital
e Limited to capital for LLP

Governance Deeds Corporate law

Audit requirements None Yes (micro-entities are exempt)

Taxation Partnerships are transparent, ie Resident companies are subject
individual partners are assessed on | to corporation tax on their profits
their share of profits derived in Denmark

Usage No general restrictions exist, ie any business activity conducted by the

entity
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I CORPORATION TAX

Legal form

Description

Resident corporation

Permanent establishment (PE)

General description

Corporation tax — 22%

Taxable entities

Corporations incorporated

in Denmark and/or overseas
companies with central
management and control located
in Denmark

PE located in Denmark

Taxable income

Since 2006 a Danish company is
only taxed on profit from Danish
activity, and not on profit from PE
or immovable property in a foreign
jurisdiction. However the Danish
company can select international
group taxation, which includes
taxation of all foreign group
companies and PEs in foreign
jurisdictions (including immovable
property)!

Profits derived by PE in Denmark

Calculation of taxable
profits

Accounting profit is adjusted for various tax add-backs and allowances
to arrive at profits chargeable to corporation tax

Interest payments

Deductible. Limitation on interest charges of DKK 21.3m on group level

Related party
transactions

All related party transactions must take place on arm’s length basis

Tax year, return and
payment

e Company can choose any period
as its financial year as long as it
runs to the end of the month

e Company must file its tax return
no later than 6 months after the
end of the financial year. If the
financial year ends between
1 February and 31 March, the tax
return must be filed by 1 August
in the same calendar year.
Preliminary tax is payable in two
equal instalments on 20 March
and 20 November

A PE may use the same period as
foreign corporation, or calendar
year is used

Capital gains Certain types of realised capital gains are included in the ordinary
taxable income
Losses Tax losses may be carried forward indefinitely and offset against future

taxable profits. No carry back is permitted

Taxable income on group level can only be reduced to 40% of the
income exceeding DKK 8,025m (2017) by carrying forward tax losses
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et Legal form Resident corporation Permanent establishment (PE)

Description

Tax group Danish Group entities must be A PE is taxed on its Danish
jointly taxed. A subsidiary! in income. However, the PE must
Denmark or a PE in Denmark must | be included in the Danish joint
be included in the joint taxation taxation regime provided there
regime are other group entities that are
All subsidiaries or PEs — including | registered in Denmark
non-resident companies may
also apply for international joint
taxation regime where all group
entities (resident and non-
resident) are included in a Danish
tax consolidation scheme. The
decision is binding for a period of
10 years

Tax rate 22%

1 A majority of the voting rights.
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General
description

Tax levied on the chargeable income of a chargeable person for a year
of assessment

Taxable entities
and taxable
income

Non-residents are taxed on income
from personal services performed
in Denmark for Danish employers
or on income from Danish
immovable property or as
self-employed with a PE in
Denmark on all income derived
from Danish sources

Residents are taxed on their
worldwide income, with some
relief for double taxation

Types of taxable
income

e Personal income (employment income and income from business
activity)

e Income from capital investment (interest, sale of goodwill, dividends,
royalties, annuities, etc), property income

e Pensions, distribution from trusts

e Dividend and capital gains on shares

Calculation of
income

In general, taxable income is calculated as gross income less deductible
costs

Tax year, tax
assessment and
tax payment

o Tax year — calendar year

e Each individual has to complete a self-assessment (tax return) for each
year

e Returns must be filed by 1 May in the year following the taxable
period (or 1 July for individuals engaged in business activities), or
accepted the proposal for the tax return proposed by SKAT (Danish
tax authority) in March based on the information from employer and
banks, etc

e Payment of preliminary tax on an accrual basis, ie deductions from
employment income (at source)

Losses Losses can be carried forward indefinitely and offset against future
income
Tax rates o Labour market contribution 8% | In principle, the tax calculation is

of the total personal income similar to residents’” assessment
(wages and income from
business activity). This labour
market contribution is deductible
when calculating income tax

e Local tax of approx 26-28%
(2017) according to local
municipality

e State tax of 10.08% (2017)

e State tax of 15% on personal
income, pension and positive
capital income with a deduction
of DKK 479,600 (2017)

e Income of dividend and capital
gain on shares 42%, but only
27% of the first DKK 51,700
(2017)
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Residents Non-residents

Capital Gains Tax (CGT)

General
description

Tax on increase in the value of asset between acquisition and disposal

Taxable entities
and chargeable
assets

e Shares

e Investments

e Immovable property (private
homes and holiday homes
may be exempt under certain
conditions)

Immovable property located in
Denmark (private homes and
holiday homes may be exempt
under certain conditions)

Calculation of
gain

The difference between disposal price reduced by incidental expenses
and the acquisition cost including incidental expenses and capital
refurbishment costs, etc

Tax year, tax
assessment and
tax payment

e Gains are included each year in the self-assessment return
e Returns must be filed by 1 May in the year following the taxable
period (or 1 July for individuals engaged in business activities)

Inheritance Tax (IHT)

Losses Losses are normally deductible and may be carried forward indefinitely
Some sort of realised capital losses can only be offset against gains
arising on assets of a similar type (Losses on public traded shares and
losses on immovable property)

Tax rates Normal income tax rate, but without the labour market contribution

DK Domiciled Non-DK domiciled

General Inheritance tax comprises an estate duty on the net value of the estate

description of a deceased person

Taxable entities

The worldwide net estate is subject | Only immovable property in

and chargeable to tax in Denmark Denmark and assets of PE in
assets Denmark are subject to Danish tax
Calculation of Net assets (market value)
charge
Taxable events e Death

o Gift
Allowances Transfers at death to surviving spouse are exempt from inheritance tax
Tax rates o Flat rate of 15% on the net value of the estate exceeding DKK

282,600 (2017)
® 36.25% for beneficiaries other than close relatives
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents?
Dividends 27% 27%
Interest Nil Nil
Royalties Nil 25%

On payments to artists and sportsmen | Nil Nil

Reduced rate available under the relevant Double Taxation Treaty
Country Dividends Interest Royalties

Argentina 15% 12% 15%
Armenia 15% Nil Nil
Australia 15% 10% 10%
Austria 15% Nil Nil
Bangladesh 15% 10% 10%
Belarus 15% Nil Nil
Belgium 15% 10% Nil
Brazil 25% 15% 25%
Bulgaria 15% Nil Nil
Canada 15% 15% 10%
Chile 15% 15% 10%
China 10% 10% 10%
Croatia 10% 5% 10%
Cyprus 15% Nil Nil
Czech Republic 15% Nil 5%
Egypt 20% 15% 20%
Estonia 15% 10% 10%
Faroe Islands 15% Nil Nil
Finland 15% Nil Nil
Georgia 10% Nil Nil
Germany 15% Nil Nil
Greece 18% 8% 5%
Greenland Nil Nil 10%
Hungary 15% Nil Nil
Iceland 15% Nil Nil
India 25% 15% 20%
Indonesia 20% 10% 15%
Ireland 15% Nil Nil
Israel 10% 5% Nil
Italy 15% 10% 5%
Jamaica 15% 12.5% 10%
Japan 15% 10% 10%
Kenya 30% 20% 20%
Kuwait 15% Nil 10%

2 Other rates of withholding tax may apply where there is an appropriate double tax treaty.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Kyrgyzstan 15% Nil Nil
Latvia 15% 10% 10%
Lithuania 15% 10% 10%
Luxembourg 15% Nil Nil
Macedonia (FYR) 15% Nil 10%
Malaysia Nil Nil 10%
Malta 15% Nil Nil
Mexico 15% 15% 10%
Montenegro 15% Nil 10%
Morocco 25% 10% 10%
Netherlands 15% Nil Nil
New Zealand 15% 10% 10%
Norway 15% Nil Nil
Pakistan 15% 15% 12%
Philippines 15% 10% 15%
Poland 15% 5% 5%
Portugal 10% 10% 10%
Republic of Korea 15% 15% 15%
Romania 15% 10% 10%
Russia 10% Nil Nil
Serbia 15% 10% 10%
Singapore 10% 10% 10%
Slovakia 15% Nil 5%
Slovenia 15% 5% 5%
South Africa 15% Nil Nil
Sri Lanka 15% 10% 10%
Sweden 15% Nil Nil
Switzerland 15% Nil Nil
Taiwan 10% 10% 10%
Tanzania 15% 12.5% 20%
Thailand 10% 15% 15%
Trinidad and Tobago 20% 15% 15%
Tunisia 15% 12% 15%
Turkey 20% 15% 10%
Uganda 15% 10% 10%
Ukraine 15% 10% 10%
United Kingdom 15% Nil Nil
United States 15% Nil Nil
Venezuela 15% 5% 10%
Vietnam 15% 10% 15%
Zambia 15% 10% 15%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are

satisfied. As treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES

Residents Non-residents

Value Added Tax (VAT)

General
description

Tax on the supply of goods and services

Entities obliged

Suppliers of goods and services with annual turnover of more than DKK

to levy VAT 50,000

Taxable All goods and services, excluding personal transport, education and

activities cultural activities. VAT applies on sales of land and sales of new real
estate. Sales by foreign companies to private individuals in Denmark
exceeding the threshold of EUR 35,000 per year

Taxable Goods and services supplied to registered businesses within the EU,

activities — and export sales to non-EU countries

zero-rated

(examples)

Exemptions e Sales of existing real estate more than 5 years old

(examples) e Financial services

o Personal transport
e Education
e Cultural activities

Refund of VAT

Yes Foreign companies with taxable
activities in Denmark may receive
a reimbursement of VAT similar to
Danish companies

Companies dealing in the export
of goods and services may receive
a reimbursement of VAT on
exports on a monthly or weekly
basis and export companies may
receive the reimbursement in

advance

Tax liability Normally the supplier of goods and services is responsible for charging
VAT, according to the EU VAT Directive

Tax rates Standard rate of 25%

Administrative
obligations

e Formal requirements concerning
business records and invoices

e Quarterly selfassessment VAT
return plus quarterly payment
of any VAT liability to SKAT
(special arrangements and
schemes available for smaller
businesses and repayment
traders where monthly returns
are possible)

o VAT groups are allowed subject
to certain requirements

e Certain arrangements may need
to be disclosed

o VAT identification number must
be shown on all invoices issued

e EU Invoicing Directive must be
adhered to

e Registration for VAT purposes,
if making supplies of goods and
services in Denmark

o Appointment of fiscal tax
representative possible but not
obligatory

Real Property Taxes

DKK 1,660 + 0.6% (transfer of immovable property)

Stamp Duty

DKK 1,660 + 1.5% (loans against immovable property, mortgage loans)
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Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Dominican Republic

(Elvis Brens, Francisco & Asociados, ebrens@franciscoyasociados.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

e Two or more

e LLPs, with 50 partners or more, have
2 years to formally become a private
corporation

e Two or more

Directors

Managed by partners or directors

Managed by at least 3 directors

Establishment

Trade name registration with the
National Office of Industrial Property
(‘ONAPI’), Commercial Registration
with the Internal Revenue Authority
(‘DGII), Ministry of Labour, Social
Security Treasury (‘TSS)

Registration

e Santo Domingo Chamber of
Commerce and Production

o National Office of Industrial
Property (‘ONAPI’)

o Superintendent of Insurance (for
public corporations)

Minimum capital

LLPs: RD$100,000
SASs: RD$3,000,000

RD$30,000,000 (10% paid-in of
minimum capital)

For public corporations, the
Superintendent of Securities
determines the minimum capital

Liability Partnerships: unlimited Limited to start-up capital
LLPs: limited to start-up capital
Governance For LLPs a legal representative needs | By a President or by a Board of

to be appointed and is known as the
manager

Directors with at least 3 members
(President, a Vice President and a
Secretary)
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Legal form

Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Audit requirements

e Companies that acquire loans
from financial institutions

e Companies that issue debt of
any kind

e Companies with annual
incomes of one hundred (100)
minimum wages

Taxation

Corporate taxes on the local income and income from Dominican
sources. See also Section Il (Corporation Tax)
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I CORPORATION TAX

Legal Form
Description

Resident corporation Permanent Establishment (PE)

General description

Non-resident corporations are taxed
on Dominican-source income only

Resident corporations are taxed
on Dominican-source income
and on foreign investment
income, such as dividends,
interest and capital gains

Taxable entities

All legal entities excluding non-governmental organisations (NGOs)
and those which benefit from special tax regimes (eg FTZ)

Taxable income

All profits | Dominican-source income only

Calculation of taxable
profits

Accounting profits plus (or minus), permanent or temporary
differences, minus compensable losses available for carry forward,
minus advances in income tax payments

Interest payments

Interest is tax deductible

Related party transactions

All related party transactions should be reported to the tax
administration in a special report

Tax year, return and

e Companies may adopt a fiscal

payment year ending on 31 March, 30
June, 30 September and
31 December
e Income tax returns must be
filed with 120 days after the
end of the fiscal year
Capital gains All types are taxable
Losses Net operating losses may be carried forward for 5 years. Carryback is
not allowed
Tax group Groups are taxed individually |
Tax rate e Income tax: 27%

o Asset tax: 1% of total assets (minus) exempt assets (only if the
company declares a loss in the period or if the payable asset tax is
higher than the income tax)

e Dividends: 10%

o VAT (ITBIS): 18%

e Other products: 16%

e Excise tax: variable

e Payments abroad: 27%

e Fringe benefits: 27% (on expenses)

e Telecommunications tax: 10% (cable TV, land lines and wireless
communications)

e Free-Zone tax: 3.5% (on gross sales to local individuals and legal
entities)
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TAXES FOR INDIVIDUALS

Residents

Non-residents

Income Tax

General
description

All individuals, resident in the Dominican Republic, are subject to tax
on their Dominican Republic-source income as well as on their foreign-
source income from investments and financial gains

Taxable entities
and taxable
income

All income generated by an
individual is taxed

There is an exception for the first
182 days of stay —

all income generated after that is
taxed

Types of taxable
income

e Salaries

e Commissions

e Any amount received in cash or
in goods

Calculation of
income

Based on total income, with

a monthly exemption of up to
RD$34,106.75 or RD$409,281
yearly

For individual service providers the

withholding tax is calculated based

on 10% or 2% of the income (based
on the service)

Tax year, tax
Assessment and
tax payment

e Monthly deductions, including
an annual declaration (March),
for full-time employees

e Annual tax based on declared
profits by individual service
providers

Losses Can carry forward. The excess income tax payment is refunded or
compensated
Tax rates For full-time employees:

e Income up to RD$409,281:
exempt

e Income from RD$409,281.01 to
RD$613,921.00: 15%

e Income from RD$613,921.01 to
RD$852,667.00: RD$30,696.00
plus 20% on surplus over
RD$613,921.01

e Income over RD$852,667.01:
RD$78,446.00 plus 25% on
surplus over RD$852,667.01

For individual service providers:

Withholdings of 10% and 2% of all
income (depending on the service
provided)

e 1% on all property values (IPI) of
or over RD$6,858,885 based on
DGl appraisal

e For retailers, including bars
and restaurants with purchases
totalling over RD$50,000, a fixed
tax of RD$12,000 will be imposed

yearly
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Residents Non-residents

General Gains derived from direct and indirect transfers of Dominican assets
description or rights located or economically used in the Dominican Republic are
taxable and subject to the capital gains tax rate of 27%
G | Taxable entities | o Shares
O | and chargeable | e Fixed assets
% | assets e Investment in shares
-
@ | Calculation of The tax cost for such assets equals the original cost plus indexation
'g gain adjustments minus the selling price
= | Tax year, tax Tax year — the current fiscal year
S
g | assessment and | Tax assessment — individual self-assessment returns for each taxpayer
O |tax payment
Tax payment — 120 days after year-end
Losses Can carry forward and applied only against capital gains
Tax rates 27%
Domiciled | Non-domiciled
General Taxes paid by a person who inherits money or property, or a tax on the
description estate (total value of the money and property) of a person who has died,
or a tax charge on the transfer of value made during the person’s lifetime
__ | Taxable entities | Domiciled and non-domiciled (Inheritors, successors and beneficiaries of
':E and chargeable | wills)
g assets On all net assets
fo | Calculation of Based on valuation of the estate or gift upon transfer
?:; charge
‘= | Taxable events | Any inheritance or gifts received from a Dominican or person who has
= had his last domicile in the Dominican Republic, with or without the

existence of a will, of personal property located within or outside of the
Dominican Republic

Allowances

None

Tax rates

3% (if paid late, this tax rate will increase up to 50%)
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents
Dividends 10% of the declared dividend | 10% of the declared dividend
amount amount
Interest 10% (levied only on 10% (levied on individuals or
individuals) non-resident legal entities)
Royalties 27% 27%
On payments to artists and Nil For artists, dependent on the
sportsmen market value
See also Section Ill Taxes for
Individuals — non-residents
Reduced rate available under the relevant Double Taxation Treaty
Country Dividends Interest Royalties
Canada No more than 18% No more than 18% No more than 18%
Spain No more than 10% No more than 10% No more than 10%
Non-treaty countries 10% 10%* 27%

* A 10% rate applies to interest paid to foreign financial institutions.

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.



Dominican Republic 203

V  INDIRECT TAXES

Residents Non-residents

General
description

Tax on the transfer of industrialized goods and services ('ITBIS")

Entities obliged to
levy VAT

e Individuals or business entities, whether domestic or foreign, that
transfer industrialized goods as part of their industrial or commercial
activities

e Individuals or business entities engaged in the importation of goods
subject to ITBIS

o Individuals or business entities that render services subject to ITBIS

Taxable activities

e The sale or transfer of all goods and services, with a few exceptions
specified by law

e Imports of industrialized goods

e Leasing and rendering of services

Taxable activities —

Exported goods are zero-rated for ITBIS purposes. Under the ITBIS

zero-rated law, a compensation and reimbursement procedure is provided for
(examples) exporters and producers of ITBIS-exempt goods

Exemptions e Education services, including theatre, ballet, opera, and dance
(examples) o Health services

o Electricity, water, and garbage collection services

e Financial services, including insurance, pension and retirement
planning services

e Transportation services, including cargo and taxi services

e Hairdressing services

e Funeral home services

e Private property rental (non-commercial use)

Refund of VAT

Value Added Tax (VAT)

If the total deductible taxes in a period are greater than the gross tax
payable, the difference may be carried forward by the taxpayer as a
deduction in the following months

Exporters that have excess credits for advance taxes paid on the
purchase of raw materials may request a refund for the advance tax over
a six-month period. The same treatment is granted to producers of goods
exempt from ITBIS

An ITBIS refund may be requested if the invoice is voided within

30 days after the issuance of the invoice. The law provides a refund
when the VAT paid from supplies and services provided is higher than
the one collected from the sales of goods and services

Tax liability

All legal entities are tax retention agents. Private and public companies,
whether or not they perform taxable activities, are obliged to withhold
VAT from the transference of any service (including professional
services), goods or leasing of property received from individuals,
residents or non-residents

Tax rates

18%

Administrative
obligations

ITBIS returns are submitted monthly.
Returns must be submitted by the
20th day of the month following the
end of the return period. Payment
in full is due on the same date.

A return must be filed, even if no
ITBIS is due for the period

Real Property Taxes

None

Stamp Duty

Law 243 for liquor and similar products

Laws 84-71 for cigars and similar products
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Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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Ecuador

I CORPORATION TAX

Legal form
Description

Resident company

Permanent
Establishment (PE)

General
Description

Corporation Tax

Taxable entities

Companies, corporations, partnerships, trusts and
undivided estates that are legally constituted in
Ecuador

Branches or
permanent
establishments of
foreign companies,
who obtain taxable
income in Ecuador

Tax Base

ACCOUNTING PROFIT OR LOSS
(-) Less 15% of Labor Force Participation
(+) Non-deductible Expenses
(-) Exempt income
(+) Autoglosa by exempt income
(+) Autoglosa for labor participation in exempt income
(-) Special Deduction
e Net Increase in Jobs
e Recruiting Employees with Disabilities
e Special deductions for Organic Production Code
(-) Amortization of Tax Losses
(+) Transfer Pricing Adjustments
(=) TAX BASE

As for resident
companies but
applied to the PE

Calculation of
taxable profits

e Exclusion of expenses incurred to generate exempt
income:

(exempt income / Total Income) * Total Costs and
Expenses

15% Labor Participation in Exempt Dividends and
Other Income

Earned Autoglosas: (exempt income — Previous
Autoglosa)

e Deduction for net increase in jobs:
e Net increase in jobs * Average values of wages and
benefits paid to IESS

As for resident
companies but
applied to the PE

209
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Legal form
Description

Resident company Permanent

e Deduction for employees with disabilities:

o Value of wages and benefits paid to disabled
employees IESS and employees with spouses or
children with disabilities * 150%

o Tax credit for hiring workers living in economically
depressed areas:

In the case of new investment in economically
depressed areas and the border area, an additional
deduction may be considered during the first 5

fiscal years after the start of the new investment. The
deduction is calculated based on wages and salaries
which during this period have been paid to resident
workers in these areas, the deduction will be the same
each year for the period of 5 years

DAE:

o There will be 100% additional depreciation and
amortization applicable to the acquisition of
machinery, equipment and technologies, and
other expenses, for the implementation of cleaner
production mechanisms to mechanisms of power
generation from renewable sources (solar, wind or
similar) or reducing the environmental impact of
production activities. The maximum claim will not
exceed 5% of total revenues

Interest payments

Interest payments are limited to an annual rate which
is equivalent to 1.5 times the benchmark lending rate
for ninety (90) days as established by the Central Bank
Ecuador, from the date of the debt until its extinction

Related party
transactions

Transactions between related parties will be subject to the arm’s length
provisions. The following are examples of related parties:

1. When an individual or corporation directly or indirectly holds 25% or
more of the equity or equity in another company

2. Companies in which the same members, shareholders or their spouses
or relatives up to and including the fourth degree of consanguinity (i) are
directly or indirectly involved in at least 25% of the equity or equity
transactions or (ii) have a continuing business relationship, or (iii) are
employed

3. When an individual or corporation directly or indirectly holds 25% or
more of the capital or equity in two or more companies

4. When an individual or company, whether or not living in Ecuador, make
50% or more of their sales or purchases of goods, services or other
operations, with an individual or society, whether or not living in the
country

Establishment (PE)
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Legal form
Description

Permanent

Resident company Establishment (PE)

Tax year, return
and payment

Year: 1 January to 31 December

Payment: In April following the tax year, with two prepayments being made in
June and September during the tax year

Return: Filed between February and April following the tax year

Capital Gains

N/A N/A

Losses

These are losses resulting from differences between taxable income that is not
exempt less costs and deductible expenses

Companies and corporations can offset losses against taxable income arising
within the next five tax years, without exceeding in each period 25% of the
earned profits

In case of liquidation of the company or termination of its activities in the
country, the balance of the cumulative loss over the past five years will be
deductible in full in the tax year in which it completes its liquidation or
terminates its activities

No deduction will be accepted for losses on disposal of fixed assets or current
assets when the transaction takes place between related parties or between
the company and a member or his/her spouse or relatives within the fourth
degree of consanguinity or second degree, or between the subject person and
his spouse or relatives within the fourth degree of consanguinity or second
degree

Tax group

No tax grouping available

Tax rate

- During fiscal 2011, the tax rate is 24%
- During fiscal 2012, the tax rate is 23%
- From fiscal 2013 onwards, the tax rate is 22%
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TAXES FOR INDIVIDUALS

Residents

Non Residents

Income Tax

General
Description

An individual is domiciled or habitually resident in Ecuador when they
remain in the country one hundred and eighty-three (183) calendar days
or more, consecutive or not, in the same tax year

Taxable entities

Taxpayers are required to keep

Foreigners are taxed on income

and taxable accounts, and pay income tax on derived from activities undertaken
income the basis of the results produced in Ecuador and from income
The total income of Ecuador sourced in Ecuador
residents is taxable whether from an
Ecuadorian source or not
Types of tax Labor taxable income/employment income:
base

Relationship of dependency: Income less Personal Contributions IESS
Independent: Income less Direct Costs

Non-trading gains from sales/transfers of shares and real estate are exempt

Calculation of
Income

Similar rules to those for residents
are applied to taxable income

Ecuador residents’ total income is
taxable whether from an Ecuadorian
source or not. Dividends from
Ecuador companies are exempt

Tax year, tax
assessment and
tax payment

1 January to 31 December

When the income-generating activity is initiated at a date later than
1 January, the mandatory tax year closes at the next 31 December

Losses

Societies, individuals required to maintain accounting records and
undivided estates required to keep accounting records can offset losses
against taxable income arising within the following five tax years, without
exceeding in each period 25% of the profits obtained. To this effect it will
be understood as gains or losses resulting in differences between taxable
income that is not exempt less costs and deductible expenses

Earnings from employment may not be reduced by losses, whatever their
origin

Tax rate

The following rates shall apply to the taxable income of individuals and
undivided estates:

IR 2013

BASIC FRACTION EXCESSTO  TAX FRACTION % TAX
- 10,180.00 0 0%
10,180.00 12,970.00 0 5%
12,970.00 16,220.00 140 10%
16,220.00 19,470.00 465 12%
19,470.00 38,930.00 855 15%
38,930.00 58,390.00 3,774 20%
58,390.00 77,870.00 7,666 25%
77,870.00 103,810.00 12,536 30%
103,810.00 onwards 20,318 35%
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Residents Non-Residents

General N/A
Description

g Taxable entities | N/A

O |and chargeable

x | assets

= -

2 Profit N/A

‘s | Calculation

% Tax year, tax N/A

= | assessment and

S [ tax payment
Losses N/A
Tax rate N/A

Residents Non Residents

General N/A

__ | Description

E Taxable entities | N/A

% | and chargeable

£ | assets

§ Calculation of

.%’ charge

_é: Taxable events | N/A

= | Allowances N/A
Tax rates N/A
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IV WITHHOLDING TAXES

d Und.er Payments to residents Payments to Non residents
omestic law
Dividends Distributed to individuals residing in Ecuador: Distributions to entities other
o than those entities domiciled
° in tax havens or jurisdictions
Basic Excess Tax to Percentage | with lower tax rates and
fraction up to basic‘ of ) individuals not resident in
fraction  retention Ecuador: 0%
on excess When dividends or profits are
- 100,000 0 1% distributed to companies based
100,000 200,000 1,000 5% in tax havens or jurisdictions
200,000 onwards 6,000 10% with lower tax .rates there sh.all
Dividend payments to companies: 0% Efe itrt]ceoerlrﬁ)gzs.r?;i ::tt:gfjltg]izg
withholding tax will equal
the difference between the
maximum rate of income tax
for individuals and the general
rate of income tax provided for
companies
Interest 1% on: 22%
e Interest and commissions incurred in credit
transactions among financial system institutions
2% on:
e Income from interest, discounts and any other
kind of financial returns
e Interest that any public sector entity reports for
taxable persons 0%—8%
e interest payable by companies, other than as
above
Royalties 8% 22%
On payments | 8% to: 22%
toartistsand | , 7hoe made to athletes, coaches, referees and
sportsmen members of the coaching staff as well as in the
case of residents and foreign artists, who are
not independent
e Those made to both local and foreign artists
resident in the country for more than six
months




individual of the dividends or
shares cannot tax the receiving
company or investor, or those
who in turn are shareholders
or partners of the receiving or
investment company

Ecuador 215
Reduced rate available under the relevant double taxation treaty
Country Dividends Interest Royalties

Andean The dividends and 22%. Unless proven 22%
community participations will only be otherwise, it is assumed

taxable for the member that the credit is used in the

country where the company country from which interest

that distributes them will be is paid

domiciled
Belgium 15% 10% 10%
Canada 5%, 15%, 25% 15% 15%
Chile 5%, 15%, 25% 15% 15%
France 15% 10%, 15% 15%
Germany 15% 10%, 15% 15%
Italy 15% 10% 5%
Mexico 5% 15% 10%
Romania 15% 10% 10%
Spain 15% 10% 10%
Swiss federation | 15% 10% 10%
Uruguay 15%, 25% 15% 15%
Decision 578 Dividends and shares shall be | Interest and other financial Royalties
Regime for taxable only by the member income shall be taxable only | shall be
the avoidance country where the company in the member country where | taxable
of double that distributes them is it is charged and the payment |only in the
taxation and the | domiciled is registered member
prevention of The member country where country
fiscal evasion the company is domiciled where it s

or recipient or beneficiary charged and

the payment
is registered

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES
General Residents Non-residents
description Levied on the value of the transfer of ownership or import of movable
corporeal nature, in all stages of manufacturing, as well as copyrights,
related industrial property rights, and the value of services provided
Entities being As taxpayers: Those who would carry a fee levied on imports, either
obliged to levy vat | by themselves or others
a) As agents of perception: Private citizens and companies that
usually make transfers of assets subject to a fee and / or provide
services usually taxed at a rate
b) As withholding agents:
1. Special contributors
2. Issuers of credit cards
3. The insurance and reinsurance industries
4. Exporters
5. Tourism Operators
6. The natural persons, undivided successions or companies, which
import taxed services
7. Petrochemical and fuel marketers presumptive VAT on fuel sales
Taxable activities | Examples are:
f:; 1. transfers of goods in Ecuador
‘z' 2. Services provided in Ecuador
= 3. For services to advance work or stages
2 .
= 4. Purchases for personal use or consumption
; 5. Imports of goods
= | Taxable activities — | ¢ Milk in natural condition of national production
~ | zero-rated e Bond paper
(examples) e Hybrid Vehicles to USD35,000
Exemptions e With the enactment of the Environmental Development and
(examples) Optimization of State revenues law, exemptions from VAT include,
for example, importation of household goods and work equipment
imported as the personal effects of passengers on the dictated terms
by the SENAE
Refund vat e Exporter of Goods
e Exporters’ Direct Suppliers
e Passengers’ terrestrial public transport in buses
e People with disabilities
e Diplomatic missions, consular posts, international organizations
and their paid officials of foreign nationality
e Tourists
e Plane fuel used in the provision of freight service abroad
e Administrators and Operators of Special Economic Development
Zones
e Tour operators
e Senior citizens
Tax liabilities VAT charged less tax creditable
Tax rates 12% Value Added Tax
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Residents

Non-residents

Administrative
obligations

Value added tax (VAT)
— contd

Monthly returns are required to
be filed on the dates set by the
tax administration

Real Property Taxes

N/A

Stamp Duty

N/A

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Egypt

(Sherif William, Adel Saad & Co, sherif.william@adelsaadandco.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Partnership: Unlimited number of
partners

LLP: One general partner, unlimited
number of limited partners

Ltd: At least two shareholders
(partners)

Joint Stock Co: At least three
shareholders

Directors

Partnership: At least one partner

LLP: At least one general partner

Ltd: One or more managing
director(s)

Joint Stock Co: Board of
directors of at least three
persons (including the
chairman)

Establishment

Partnership deed

Legalised, approved contract
by the investment authority

Registration

o Commercial register
o Tax department

e Authority of Investment
e Commercial register
o Tax department

Minimum capital

Partnership: 5,000 EG P
LLP: 5,000 EG P

Ltd: No minimum
Joint Stock Co: 250,000 EG P

Liability e General partner liability is unlimited | Shareholders’ liability is limited
o Limited partner liability is limited to | to the extent of their shares
the extent of his share
Governance e Commercial register e Authority of Investment

o Tax department

e Commercial register
e Tax department

Audit requirements

o Not generally required

e For companies with a revenue higher
than 2m EG P the tax department
require that the FS must be audited
by a chartered accountant

Yes

Taxation

Corporate income tax
(no tax on partners share)

Corporate income tax
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CORPORATION TAX

Legal form

Description

Resident corporation Permanent establishment (PE)

General description

In June 2005, the Egyptian Ministry of Finance issued a new tax
law which mainly changed and reformed the following:

e Decreased tax rates to encourage investment

e Simplified the rules and procedures

e Changed the tax return inspection system. Currently tax
departments inspect tax returns, taxpayer’s accounts on a
random basis, once every 3-5 years. Previously, inspection was
on a yearly basis

Taxable entities

Joint Stock Co (corporation), Ltd, Partnership, LLP:

e Tax applies to entities residing in Egypt, with respect to all
profits realised in Egypt or abroad

e Tax applies to non-resident entities with respect to the profits
realised in Egypt

Taxable income

Profits of a business activity are determined based on the
revenues resulting from all the business operations, including
capital gains, and after deducting all allowable costs

Taxable profit is determined based on net profit as per
the income statement prepared according to the Egyptian
Accounting Standards, adjusted by taxable bases

Calculation of taxable profits

The taxable profit is calculated based on net income adjusted by
(for example):

e taxable depreciation bases

e taxable bases for capital gain and losses

e deductible donations limited to 10% from annual net profit

e reserves and provisions as per FS are not tax deductible

e bad debts and interest paid shall be in accordance with tax
bases and law provisions

e |osses can be carried forward for 5 years

Interest payments

Debt to equity ratio of 4:1. Any excess amounts of interest are
not deductible

Related party transactions

Arm’s length rates apply

Tax year, return and payment

Tax year: 31 December

Return and payment: 30 April

Capital gains Treated as ordinary income
Losses Carried forward for 5 years
Tax group Not available

Tax rate 22.5% on net taxable profit
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General
description

An annual tax shall be imposed on the total net income of resident
and non-resident Egyptian persons in respect to their revenues
earned in Egypt

Resident individuals consist of Egyptians and non-Egyptians having

a permanent residence in Egypt, who reside more than 183 days
within 12 months

Taxable entities
and taxable
income

Sole practitioner

Types of taxable
income

e Employment revenues (individuals with employment revenues do
not need to submit a tax return. Tax is deducted and remitted by
employer)

e Commercial or manufacturing business

o Professional income (activity)

o Real estate income (activity)

o Profits of a business activity shall be determined based on the
revenues resulting from all the business operations, including
capital gains, and after deducting all allowable costs

Calculation of
income

Employee: No allowed deduction

The following deductions are allowed

on gross salary, in order to calculate the
payroll taxable income:

e employee social insurance share
deducted according to social insurance
laws; employee subscription in private
insurance/pension funds

o life and health insurance premiums paid
by the employee in his favour, for his/her
spouse or minor children

e employee’s profit sharing

Sole practitioner:

The taxable profit is calculated based on net income adjusted by (for
example):

o taxable depreciation bases

e taxable bases for capital gain and losses

o deductible donations limited to 10% from annual net profit
o reserves and provisions as per FS are not tax deductible

e |osses can be carried forward for 5 years

Tax year, tax
assessment and
tax payment

Employee:

Employer submits a tax declaration on a quarterly basis, remits the
tax deducted from his employee on a monthly basis

Sole practitioner:
Tax year: 31 December

Return and payment: 31 March

Losses

Sole practitioner:

Carried forward for 5 years
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Residents Non-residents
Tax rates Sole practitioner: 10%
Tax Bracket in EG P %
0-13,500 0
13,501-30,000 10
T 30,001-45,000 15
é 45,001-200,000 20
>|< 200,000+ 22.5
':': Employee:
g Tax Bracket in EG P %
= 0-13,500 0
13,501-30,000 10
30,001-45,000 15
45,001-250,000 20
200,000+ 22.5
Residents Non-residents
General No capital gains tax
description
'L—; Taxable entities
O |and chargeable
x assets
& -
2 Cglculatlon of
= gain
LT: Tax year, tax
3 assessment and
S [ tax payment
Losses
Tax rates
Domiciled Non-domiciled
General No inheritance tax
description
g Taxable entities
if and chargeable
= assets
§ Calculation of
i charge
_:1::’3 Taxable events

Allowances

Tax rates
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents
Dividends Exempt Exempt
Interest o Interest received on deposits, | e Interest received on deposits,
saving accounts from banks saving accounts from banks
registered in Egypt are exempt registered in Egypt are exempt
o Interest received from other o Interest received from other
sources are taxable at 20% sources are taxable at 20%
Royalties 20% 20%
On payments to artists and | 20% 20%
sportsmen
Reduced rate available under the relevant Double Taxation Treaty
Country Dividends Interest Royalties
Albania Nil 10% 10%
Algeria Nil 5% 10%
Austria Nil 15% Nil
Bahrain Nil Nil Nil
Belarus Nil 10% 15%
Belgium' Nil 15% 25%
Canada Nil 15% 15%
China Nil 10% 8%
Cyprus Nil 15% 10%
Czech Republic Nil 15% 15%
Denmark? Nil 15% 20%
Finland? Nil 15% 20%
France Nil 15% 15%
Germany* Nil 15% 25%
Hungary Nil 15% 15%
Indonesia Nil 15% 15%
Irag’ Nil 10% 10%
Italy® Nil 20% 15%
Japan Nil L 15%
Republic of Korea” Nil 15% 15%
Libya® Nil L L
Malaysia Nil 15% 15%
Malta Nil 10% 12%

1 Royalties paid for trademarks subject to 25%, all other cases 15%.

2 The authorities in both countries shall mutually agree on the mode of rate application.

3 The treaty was providing 25% on royalties, but since the local rate decreased to 20%, lower rate
applies.

4 Royalties paid for trademarks subject to 25%, all other cases 15%.

5 Treaty provides that royalties rate shall be 50% of local rate.

6 The treaty was providing 25% on royalties, but since the local rate decreased to 20%, lower rate
applies.

7 Interest paid for a loan or debt exceeding 3 years — 10%, all other cases 15%.

8 Treaty provides that local rate applies.
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Morocco Nil 10% 10%
Netherlands Nil 12% 12%
Norway Nil 15% 15%
Pakistan Nil 15% 15%
Poland Nil 12% 12%
Romania Nil 15% 15%
Russia Nil 15% 15%
Serbia? Nil 15% 15%
Singapore Nil 15% 15%
Slovak Republic'® Nil 12% 15%
South Africa Nil 12% 15%
Spain Nil 10% 12%
Sudan'! Nil L 10%
Sweden'? Nil L Nil
Switzerland Nil 15% 12.5%
Syria Nil 15% 20%
Tunisia Nil 10% 15%
Turkey Nil 10% 10%
Ukraine Nil 12% 12%
United Arab Emirates Nil 10% 10%
United Kingdom Nil 15% 15%
United States Nil 15% 15%

Note: L: Local — Dividends 0%, Interest 20%, Royalties 20%

It is possible that lower rates than those shown above may be available provided that certain criteria
are satisfied. As treaties are not identical, guidance is recommended to be sought in all cases.

9 Treaty with Serbia & Montenegro applies.

10 The authorities in both countries shall mutually agree on the mode of rate application.

11 Interest provides local rate to be applied. Royalties, rent and film making subject to 3%, all other
cases 10%.

12 Royalties are exempted.
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V  INDIRECT TAXES

Residents Non-residents

General
description

Tax on the supply of goods and services

Entities obliged to
levy VAT

e Manufacturing entities with turnover higher than 54,000 EG P
e Commercial, trading entities with turnover higher than 150,000 EG P

Taxable activities

All activities except: agricultural, professional

Taxable activities

All exporting activities

— zero-rated
E (examples)
2 | Exemptions o All activities within some important governmental sector (ministry of
E (examples) defence, interior ministry, petroleum sector)
T o All activities within the free zone areas
< |Refund of VAT Yes
; Tax liability Goods and services provided in Egypt
§ Tax rates The general tax rate is 13% until 2016/2017 (from July 2017: 14%)

Some exceptions exist:

e 5% for machinery and equipment

e 8% will be added to some items such as air conditioners and TVs
e 1% to 30% will be added to some items such as motor vehicles
e 10% for professional and consulting services

Administrative
obligations

Real Property Taxes

Property tax is 10%

Stamp Duty

e Stamp duty per signed document 0.40 EG P

o Newspaper advertisement stamp duty is 15%

e Stamp duty on other advertisements is calculated based on length/
space of the advertisement

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






El Salvador

(Carlos Lopez, LATINCO, LTDA DE C.V, carlos.lopez@latincoltda.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Types of partnership

Types of company

Partners/
shareholders

e Number
e Restrictions

Minimum 2 shareholders or
partners, which depends on the
type of company being formed

All the societies that are of person
or of capital

Directors

In accordance with the deed of
incorporation of the company, the
number of directors is defined

The minimum number of Directors
is three, which correspond to
President, secretary and a director
proprietary

The number of substitutes must be
named, as many directors establish
the deed of incorporation

Establishment

It is considered that there is
permanent establishment, when
there are facilities where the public
is served and services are provided
within the territory

This includes branches of foreign
companies

Registration

According to the date of
constitution, this is done in all
government institutions. The
process starts with the Trade
Register, to obtain registration of
the company and its respective
commercial registration and tax
registration

It is required for all companies,
including branches of foreign
companies

Minimum capital

US$2,000, which must be
provided with a minimum of 5%
in cash, and the remaining balance
must be provided as soon as
possible

It is applicable to all types of
companies

Liability

There are no borrowing
requirements

There are no borrowing
requirements
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Legal form
Characteristics

Types of partnership

Types of company

Governance

Partners

Board of Directors

Audit requirements

Statutory annual

Statutory annual

Taxation

Statutory annual

In El Salvador, there is an
obligation to conduct a tax
audit and issue an opinion on
compliance with tax obligations
annually

Statutory annual

In El Salvador, there is an obligation
to conduct a tax audit and issue an
opinion on compliance with tax
obligations annually

Usage

Many uses

Many uses




El Salvador 229

I CORPORATION TAX

Legal form . . .
. . cgatio Resident corporation Permanent establishment (PE)
Description
General Every organization, to be considered an entity domiciled or not and
description with the obligations that the law establishes, must show operations in

El Salvador, to say that it performs acts of commerce and therefore is

understood that it produces rents

Taxable entities yes yes

Taxable income yes yes

Calculation of taxable | 30% 30%

profits 25% if income is less than 25% if income is less than
US$150,000 US$150,000

Interest They are subject to 20% They are subject to 20%

payments withholding withholding

Related party
transactions

Transfer pricing should be reviewed
annually

Transfer pricing should be reviewed
annually

Tax year, return and
payment

31 December is the fiscal year end,
but return must be submitted no
later than 30 April of each year

31 December is the fiscal year end,
but return must be submitted no
later than 30 April of each year

Capital gains Yes 10%

Losses n/a

Tax group n/a

Tax rate 30% 30%
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TAXES FOR INDIVIDUALS

Residents Non-residents
General The operative event is the obtaining of income by taxpayers in the tax
description period
Taxable Individuals, artists, athletes Individuals, artists, athletes
entities and
taxable
income
Types of Wages, fees, commissions, rents, Wages, fees, commissions, rents,
taxable dividends, interest and all income dividends, interest and all income
income from whatever source from whatever source

Calculation of
income

Natural persons domiciled with
different incomes calculate their
taxable income by deducting

all expenses necessary for the
production of income and

Income is calculated on the
amount charged in respect of fees,
commissions, rents, dividends
and interest, because these are
considered to be final payments

% preservation of its source (Art. 28
o Income Tax Law). Additionally
E they may deduct $800 in respect
e of expenditure on health and
- education (Art. 33 Income Tax Law)
Natural persons whose income
comes solely from wages may
deduct only the $800 in respect of
health and education expenditure
(Art. 33 Income Tax Law)
Tax year, tax | The fiscal year is the calendar year | same
assessment (Art. 13 Income Tax Law)
and tax Tax payment must be made within
payment four months following the expiration
of the period of taxation (Art. 51)
Losses There is no relief for tax losses
Tax rates 5% to 30% 30% of net or taxable income (Art.
37)
Residents Non-residents
General It corresponds to transactions that are unusual and are not in the ordinary
description course of business
Taxable Mainly from sales of fixed assets and | same
entities and shares and intangible assets, as they
= |chargeable are not in the ordinary course
8 assets
E Calculation of | Sale proceeds less direct costs same
% | gain
= [Tax year, tax | The fiscal year is the calendar year | same
E assessment (Art. 13 Income Tax Law)
rg_ and tax
S | payment
Losses Losses may be carried forward fora | same
period of 5 years, to be written off
only against capital gains
Tax rates 10% same
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Domiciled

Non-domiciled

General There is no death tax, but registration fees are payable on successions,
description especially in real estate

g Taxable Individuals same

S | entities and All property is chargeable

= |chargeable

=

y |assets

§ Calculation of | Tax is based on the value of the same

E charge property

€ | Taxable events | The succession same
Allowances None same
Tax rates Progressive rates for registration fees | same
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IV WITHHOLDING TAXES

Under domestic
law

Payments to residents

Payments to non-residents

Dividends

5% of ISR (Art. 72 Income Tax Law)

5% of ISR (Art. 73 Income Tax Law)

Interest

None

10% on amounts paid on financial
services provided by financial
institutions supervised by a body of
regulation financier (Art. 158 Cédigo
Tributario (CT))

25% when paid to a natural or
juridical person that is domiciled in a
country or state with a preferential tax
regime (Art. 158-A CT)

20% on amounts paid to an entity not
domiciled in El Salvador (Art. 158 CT)

Royalties

10% to individuals without labour
dependency (Art. 156 CT)

With labour dependency applies as
wage withholding table

20% (Art. 158 CT)

On payments to
artists and sportsmen

10% income tax for professional
services

20% of ISR

Reduced rate available under the relevant Double Taxation Treaty

Country

Dividends

Interest

Royalties

n/a

n/a

n/a n/a
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V  INDIRECT TAXES

Residents Non-residents
General Indirect taxes levied on all kinds of economic transactions for transfer
description of goods or providing services
Entities obliged to Individuals or corporations, same
Ievy VAT estates, trusts, cooperative
associations, unions of persons,
partnerships and consortia
> C e .
& |Taxable Goods or providing services
E activities
Z | Taxable Transfer of goods, provision of
i:-; activities — servéces, Zlelf—cgnsumption of
< oods and services, importation
> | zero-rated 8 P )
| The export of goods and services
(examples) is taxed at zero rate
Exemptions None
(examples)
Refund of VAT Only an exporter is unable to
deduct in full the tax credits
Tax liability On value transferred
Tax rates 0% on exports and 13% on local
operations and imports
Administrative
obligations
Real Property Taxes According to the value
Stamp Duty N/A N/A

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Estonia

(Evald Veldemann, Audiitorbiiroo ELSS AS, evald.veldemann@elss.ee)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited
Partnership (LP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Two or more persons

One or more shareholders

Directors

Management by partners

At least one director

Establishment

Partnership Deed

Memorandum of

Association

Registration

Notarised agreements filed on th

e commercial register

Minimum capital No formal requirements Ltd: €2,500
Plc: €25,000
Liability Unlimited liability for general | Limited to capital
partner, limited liability for
limited partner
Governance Partners Annual general meeting

Ltd: meeting of shareholders,
management board, and
supervisory board required if
it is set forth in the Articles of
Association

Plc: general meeting,
supervisory board,
management board

Audit requirements

Required if two of the following

three limits are exceeded:

e turnover more than €4,000,000
e balance sheet total more than €2,000,000
e number of employees more than 60

And one of the three following ¢

riteria:

e turnover more than €12,000,000
e balance sheet total more than €6,000,000
e number of employees more than 180
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Characteristics

Legal form

Partnership and Limited
Partnership (LP)

Private corporation (Ltd) and
Public corporation (Plc)

Review requirements

Required if two of the following three limits are exceeded:

e turnover more than €1,600,000

e balance sheet total more than €800,000
e number of employees more than 24

And one of the three following cr
e turnover more than €4,800,000

iteria:

e balance sheet total more than €2,400,000
e number of employees more than 72

Plc: audit is compulsory

Taxation

Corporate taxes on worldwide
income

Corporate taxes on worldwide
income

Usage

Rare

Common
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I CORPORATION TAX (CORPORATE INCOME TAX)

Legal form

Description

Resident corporation

Permanent establishment (PE)

General description

Distribution tax on distributed
profits

Non-residents subject to tax
on Estonian-source income,
which has been taken out the
permanent establishment

Taxable entities

Corporations registered and/or
place of effective management
and control in Estonia

Foreign corporations with PE
in Estonia

Taxable income

Worldwide profits

Estonian-source income

Calculation of taxable profits

Distributed profit for the period

Interest payments

No thin cap rules

Related party transactions

Arm’s length prices should be applied

Tax year, return and payment

The taxable period is the calendar month

Tax must be paid on the 10th day of the next month

Capital gains Included in taxable profits
Losses No relief

Tax group No group taxation

Tax rate 20% on distributed profit
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TAXES FOR INDIVIDUALS

Residents

Non-residents

General description

Federal tax on income of individuals

Taxable entities and taxable
income

A natural person is a
resident if their place of
residence is in Estonia or

if they stay in Estonia for

at least 183 days over the
course of 12 consecutive
calendar months. All
income is taxable, whether
derived in Estonia or outside

Income tax on income
derived from Estonian
sources

s Estonia
=
g | Types of taxable income e Employment income
§ o Prop.erty. income .
= e Trading income from a trade or vocation
e Savings and investment income
Calculation of income Generally on a cash basis
Tax year, tax assessment and tax | The tax year is the calendar | Taxes are mainly collected
payment year and declaration of through withholding of tax
income must be presented
on 31 March of the next
calendar year
Losses Business-related loss may be carried forward for 7 years
Tax rates 20%
General description There is no special capital gains taxation
Capital gains are taxed alongside taxable income
Taxable entities and chargeable | Disposal of securities Disposal of shares in
o | assets Estonian companies and of
8 shares in companies, where
Y assets are constituted more
i than 50% from immoveable
2 property located in Estonia
& | calculation of gain Difference between selling price and acquisition costs
E | Tax year, tax assessment and tax | Declaration is the same as for other income
S | payment
“ Losses Losses can be carried Losses not deductible
forward indefinitely against
future capital gains
Tax rates 20%

Estonia domiciled

Non-Estonia domiciled

Inheritance Tax (IHT)

General description

No inheritance tax is levied
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

sportsmen

Dividends Nil According to Estonian Income
Tax Act there is no withholding
of taxes, so tax treaties have no
importance

Interest 20% Generally non-taxable.

As an exception, income tax Exception includes transactions
is not charged on interest with investment funds, which
received from credit institutions | OWn immovables in Estonia

Royalties 20% 10%

On payments to artists and 20% 10%

Estonia has negotiated a range of tax treaties which provide an exemption or a reduction in
withholding taxes on dividends, interest and royalties payable.

Reduced rate available under the relevant Double Taxation Treaty
Country Dividends Interest’ Royalties’

Albania Nil 5% 5%
Armenia Nil 10% 10%
Austria Nil 10% 5%/10%
Azerbaijan Nil 10% 10%
Bahrain (Kingdom of) | Nil Nil Nil
Belarus Nil 10% 10%
Belgium Nil 10% 5%/10%
Bulgaria Nil 5% 5%
Canada Nil 10% 10%
China Nil 10% 10%
Croatia Nil 10% 10%
Cyprus Nil Nil Nil
Czech Republic Nil 10% 10%
Denmark Nil 10% 5%/10%
Finland Nil 10% 5%/10%
France Nil 10% 5%/10%
Germany Nil 10% 5%/10%
Greece Nil 10% 5%/10%
Hungary Nil 10% 5%/10%
Iceland Nil 10% 5%/10%
India Nil 10% 10%
Ireland (Republic of) Nil 10% 5%/10%
Isle of Man Nil Nil Nil
Israel Nil 5% 0%

1 Interest in Estonia is generally not taxable as income of a non-resident, so the tax rate provided
in the Tax Treaty has no practical effect.
2 The more favourable tax rate is applied to the right to use industrial, commercial or scientific

equipment.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest’ Royalties?
Italy Nil 10% 5%/10%
Jersey Nil Nil Nil
Kazakhstan Nil 10% 15%
Latvia Nil 10% 5%/10%
Lithuania Nil 10% 0%/10%
Luxembourg Nil 10% 5%/10%
Macedonia Nil 5% 0%/5%
Malta Nil 10% 10%
Mexico Nil 10% 10%
Moldova Nil 10% 10%
Netherlands Nil 10% 5%/10%
Norway Nil 10% 5%/10%
Poland Nil 10% 10%
Portugal Nil 10% 10%
Romania Nil 10% 10%
Serbia Nil 10% 10%
Singapore Nil 10% 7.5%
Slovakia Nil 10% 10%
Slovenia Nil 10% 10%
South Korea Nil 10% 5%/10%
Spain Nil 10% 5%/10%
Sweden Nil 10% 5%/10%
Switzerland Nil 10% 5%/10%
Thailand Nil 10% 8%/10%
Turkey Nil 10% 5%/10%
Turkmenistan Nil 10% 0%/10%
Ukraine Nil 10% 10%
United Kingdom Nil 10% 5%/10%
Uzbekistan Nil 5% 0%/10%
United States Nil 10% 5%/10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.

Where the domestic rate is lower than the treaty rate, the domestic rate will apply.
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V  INDIRECT TAXES

Residents Non-residents

General description

Tax on the supply of goods and services, imports and others

Entities obliged to levy
VAT

e Those with taxable turnover exceeding €16,000 in a calendar
year (this will increase to €40,000 from 1 January 2018)
e Entities who import from the EU

Taxable activities

e The supply of goods and services in Estonia

e Imports

e Acquiring goods or services from a non-resident taxpayer,
who is not registered as an Estonian taxpayer (if the location of
creation of turnover is in Estonia)

= | Taxable activities — o Exports
g zero-rated (examples) e Intra-Community supply of goods
% e Services, where the place of service is not Estonia
= Exemptions (examples) The following are exempt:
% e medical services
< e certain educational services
E e insurance services
S o leasing of dwellings
Refund of VAT The excess VAT will be refunded within 30 days starting from
the day the application is received
Tax liability Taxable period is calendar month. Deadline for submission of
return and payment is 20th day of the following month
Tax rates Standard rate of 20%, 14%, 9% or 0% for certain other activities

Administrative obligations

e Invoice has to be issued within 7 days

e Special requirements for details of invoices

e In some cases invoice can be issued by the acquirers of goods
or the recipients of services

Real Property Taxes

Land is the object of taxation, other real property is not.
Different rates apply depending on the region where the land is
located

Stamp Duty

Depending on the document stamped, the duty can be a flat
levy or a percentage of the transaction amount

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA
© Nexia International 2017






Finland

(Karri Nieminen, Fiscales Ltd, Tax Advisers, karri.nieminen@fiscales.fi)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited
Partnership (LP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Partnership: minimum two
partners — general partners

LP: at least one general partner
and one limited partner

Minimum one shareholder

Directors

Management by partners

Minimum one director and one
deputy

Establishment

Deed

Notarial deed

Registration

Trade register; registration usually takes less than a month

Minimum capital Partnership: no minimum capital | Ltd: €2,500
LP: at least one limited partner Plc: €80,000
with financial input
Liability Unlimited for general partner Limited
Limited for limited partner
Governance No formal requirements Shareholder and director

meetings

Audit requirements

Audit mandatory if two out of three
consecutive years:

e turnover of at least €200,000

conditions are satisfied for

e balance sheet of at least €100,000

e employs at least three people

The new Auditing Act came into operation on 1 January 2016. It contains

implementing provisions concernin

g audit requirements

Taxation

All income is assessed on
individual partners; part of the
income is taxed as capital income
depending on the net assets of the
partnership and the rest is taxed at
progressive rates

Subject to corporation tax,
2017: 20% flat

Usage

Uncommon due to unlimited
liability and higher rates of tax

More common, especially with

higher incomes
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I CORPORATION TAX

Legal form

Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Corporations resident in Finland PE located in Finland

Taxable income

All income attributable to PE,
whether derived from Finland or
abroad

Worldwide profits

Calculation of
taxable profits

Accounting profit is adjusted for various tax add-backs and allowances to
arrive at chargeable profits

Dividends

Dividend income from unlisted companies is tax exempt if the distributing
company is a resident company or a company which is mentioned in the
Parent-Subsidiary Directive or a company resident in a EEA country and
which is liable to pay at least 10% tax on its income

However, dividend income is 100% subject to corporate tax if the
distributing company is a listed company and the recipient is an unlisted
company owning less than 10% of the share capital of the distributing
listed company. If the ownership exceeds 10%, the dividend income is tax
exempt

Dividend income from outside of EU and EEA is 100% subject to corporate
tax. However, if there is a tax treaty, the tax treaty provisions have to be
taken into account. Tax treaties usually prevent taxation of dividends if the
recipient’s ownership exceeds 10% or 25%

According to the new rules, the dividend income would not be tax exempt
for the parent company in Finland if the dividends were tax deductible as a
payment for the subsidiary

Interest payments

Interest paid on borrowed capital is generally deductible. Dividend paid on
equity capital is not deductible

There is a regulation limiting the deductibility of interest payments when
these payments have been made to group companies

According to the provisions, interest expenses are fully deductible up to
the amount equal to the interest income accrued during the same tax year.
Interest expenses are also always deductible if the net interest expenses are
at most €500,000 (so-called ‘safe haven’). If the interest expenses exceed
the accrued interest income by more than €500,000, the net interest
expenses are not deductible for the part that the net interest expenses 1)
exceed an amount corresponding to 25% of EBITDA and 2) the amount of
net interest expenses exceeding the 25% limit is equal to or less than the
amount of net interest expenses of any debts between related parties

The regulation has been applicable from the beginning of the tax year 2014

Related party
transactions

All related party transactions must take place on an arm’s length basis

Transfer pricing rules have been in effect from 1 January 2007 onwards
which are in line with EU regulations

Tax year, return and
payment

e The financial year of a company may be any 12-month period

e Companies must file the tax return no later than 4 months after the end of
their financial year

o Companies are required to settle tax on account during the course of
the year
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Legal form

Description

Resident corporation

Permanent establishment (PE)

Capital gains Capital gains and losses are usually assessed as part of company’s profits
subject to corporation tax (20%)
Sale of shares in associated companies can, under certain conditions, be
tax-free

Losses Losses can be carried forward and set off against profits of the subsequent
10 years. Losses are utilised on a first-in, first-out basis. Capital losses may
have a set-off period of 5 years

Tax group There is no group taxation in There is no group taxation in
Finland. All group companies Finland. All group companies are
are taxed separately. Moreover, taxed separately
some kind of group taxation may
be achieved by tax deductible
contributions which are taxed at the
other company

Tax rate 2017:20%
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TAXES FOR INDIVIDUALS

Income Tax

Residents Non-residents
General Tax levied on the chargeable income of a chargeable person for a year of
description | assessment
Taxable Residents are taxed on their worldwide Non-residents are taxed on income
entities and | income with some relief for double derived in Finland including
taxable taxation investments. However, if there is a
income There is an expatriate regime for a flat tax | tax treaty, the tax treaty provisions
of 35% for a period of 48 months if certain | have to be taken into account
conditions are met (eg the expatriate
becomes tax resident in Finland)
Types of Capital income:
Faxable e property income
income e income from capital investment (interest, sale of goodwill, dividends (partly),
royalties, annuities)
e income from business activities (partly)
Earned income:
e income from business activities (partly)
e dividends (partly)
e employment income including benefits in kind stock options
Calculation | Dividends to residents:
of income | From listed companies 15% of dividend income is exempt and 85% is taxed as
capital income with a tax rate of 30%/34%
Dividends from non-listed companies are divided into capital income and
earned income. 8% of shares’ mathematical (corrected net asset) or market
value (foreign shares) at the end of the fiscal year preceding the tax year is
regarded as capital income, of which 75% is tax exempt and 25% is taxed as
capital income with a tax rate of 30%/33%
If the dividend exceeds €150,000 but stays within the 8% threshold, 15% of it is
tax exempt and 85% is taxed as capital income with a tax rate of 30%/34%
If the dividend exceeds the 8% threshold, 25% of it is tax exempt and 75% is
taxed as earned income with progressive tax rates
Tax e Tax year — calendar year
year, tax e Individual self-assessment returns (pre-completed tax returns) should be
assessment | completed and filed by mid-May
and tax e Tax is deducted at source on employment income
payment
Losses Losses can be deducted from other income. Some restrictions
Tax rate € Rate
16,900-25,300 6.25% + €8'
25,300-41,200 17.5% + €533
41,200-73,100 21.5% + €3,315.50
73,100- 31.75% + €10,174
In addition there is a municipality tax, sickness insurance and church tax. The
highest marginal tax rate can go up to around 60%
These are the tax rates for 2017
Tax rate for capital income is 30%/34%
Tax rate for capital income exceeding €30,000 is 34%

1

This represents the amount of tax that has to be paid at the lower end of the bracket, ie tax
of €8 has to be paid on €16,900. Tax at a rate of 6.25% will be levied on amounts in excess of
€16,900 on top of the €8.
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Residents Non-residents
General Tax on increase in the value of the asset between acquisition and disposal
description
Taxable Capital gain arising on the sale of a private residence is tax exempt if the person
entities and | has lived in this property for a continuous period of at least 2 years during the
chargeable | period of ownership. Sale of a business can also be tax exempt if sold under
assets strict conditions to members of immediate family
Calculation | Capital gain is calculated by deducting the acquisition and sale costs from the
of gain disposal proceeds
e A minimum deduction of 20% of the sale price is applied. If the asset has been
8 owned for at least 10 years, the minimum deduction is 40%
S | Tax e Tax year — calendar year
IL: year, tax e Tax return has to be filed at the latest in early May (dates vary). Tax can be
£ |assessment paid interest-free up until the end of January and must be paid at the latest
O | and tax by November of the following year and February the year after (eg tax for
® | payment 2016 will have to be paid at the latest by 29 November 2017 (first half) and 1
':!- February 2018 (second half))
“ [Losses Capital losses realized before 2015 can be deducted from capital gains arising
in the same year or the following 5 years. No possibility of carry back
Capital losses realized in 2016 or after are deducted first from capital gains
arising in the same year. If capital losses exceed the amount of capital gains,
the ‘net capital loss’ can be deducted from other capital income (eg dividend
income, rent income). If there is no other capital income or the ‘net capital
loss” exceeds the amount of other capital income, the left-over amount can be
deducted during the following 5 years. No possibility of carry back
Tax rates 30%/34%
Domiciled Non-domiciled
General Chargeable on estates and beneficiaries resident in Finland. Transfer of a
description | business or a farm to a descendant is partially exempt from taxes
Taxable All assets
& | entities and
I
< | chargeable
& | assets
¥ | Calculation | Calculation based on the market value of the assets
E of charge
E Taxable Death
£ | events
Allowances | e Allowance for household belongings of €4,000

e Spouse allowance of €90,000
e Minor allowance of €60,000
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Domiciled Non-domiciled

Inheritance Tax (IHT) - contd

Tax rates

There are two different classes of recipients for inheritance tax purposes

A spouse, children and parents of the deceased and spouse’s children belong to
the first class. The remainder belong to the second class

o The tax rates in first class are as follows:

(€) Rate
20,000-40,000 7% + €100
40,000-60,000 10% + €1,500
60,000-200,000 13% + €3,500
200,000-1,000,000 16% + €21,700
1,000,000— 19% + €149,700

e The tax rates in second class are as follows:

(€) Rate
20,000-40,000 19% + €100
40,000-60,000 25% + €3,900
60,000-200,000 29% + €8,900

200,000-1,000,000 31% + €49,500
1,000,000— 33% + €297,500
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents’

Dividends 25.5% or 7.5%/27%? 20%/30.0%
Interest 30% 20%/30.0%
Royalties 30%/progressive® 20%/30.0%

On payments to artists and
sportsmen

Progressive

15%

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest® Royalties
Argentina 15% Nil 15%°
Armenia 15% Nil 10%
Australia 15% Nil 5%
Austria 10% Nil 5%
Azerbaijan 10% Nil 5%7
Barbados 15%8 Nil 5%
Belarus 15% Nil 5%
Belgium 15% Nil 5%°
Bosnia-Herzegovina 15% Nil 10%
Brazil 20/30% Nil 20/30%
Bulgaria 10% Nil 5%°
Canada 15% Nil 10%°
China 10% Nil 10%
Czech Republic 15% Nil 10%%10
Croatia 15% Nil 10%
Cyprus 15% Nil Nil
Denmark 15% Nil Nil
Egypt 10% Nil 25%
Estonia 15% Nil 10%
France Nil Nil Nil
Georgia 10% Nil Nil
Germany 15% Nil 5%
Greece 13% Nil 10%°

2 Reduced rates of withholding tax (WHT) may apply where there is an appropriate double tax

treaty.

3 WHT for dividends received from listed companies is 25.5%. WHT for dividends received from
non-listed companies is 7.5% up to €150,000 and 27% for dividends exceeding the €150,000

threshold.

4 WHT for corporate entities 20% and for others 30%.
5 According to the national law of Finland, interest paid to a non-resident is usually exempt from

taxation in Finland.

6 Tax 10% on industrial royalty, 3% on royalties to news agency, and 5% on artistic royalty to the
author or his mortis causa successor.

- © o

software.

Tax 10% on literary, scientific, artistic and film royalties.
Tax for an individual is 30% if income is tax-exempt in the country of residence.
Tax is not levied on literary, scientific or artistic royalties.
0 Tax 1% for finance lease of equipment, 5% for operating lease of equipment and computer
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest® Royalties
Hungary 15% Nil 5%
Indonesia 15% Nil 15%7
India 10% Nil 10%
Ireland Nil8 Nil8 Nil8
Iceland 15% Nil Nil
Israel 15% Nil 10%
Italy 15% Nil 5%
Japan 15% Nil 10%
Kazakhstan 15% Nil 10%
Kyrgyzstan 15% Nil 5%
Latvia 15% Nil 10%!?
Liechtenstein 20/30% Nil 20/30%
Lithuania 15% Nil 10%
Luxembourg 15% Nil 5%°
Macedonia 15% Nil Nil
Malaysia 15% Nil 5%
Malta 15% Nil Nil
Mexico Nil Nil 10%
Moldova 15% Nil 7%
Morocco 10% Nil 10%
Netherlands 15% Nil Nil
New Zealand 15% Nil 10%
Norway 15% Nil Nil
Pakistan 20%"3 Nil 10%
The Philippines 20/30% Nil 25%!
Portugal 15% Nil 10%
Poland 15% Nil 5%
Republic of Korea 15% Nil 10%
Romania 5% Nil 5%
Russia 12% Nil Nil
Serbia and Montenegro 15% Nil 10%
Singapore 10% Nil 5%
Slovakia 15% Nil 10%
Slovenia 15% Nil 5%
South Africa 15% Nil Nil
Spain 15% Nil 5%
Sri Lanka 15% Nil 10%
Sweden 15% Nil Nil

11 Tax 15% on films, tapes used in television or radio broadcasts, use of copyright of literary, artistic

or scientific works or royalty paid for usufruct.
12 Tax 5% on royalties paid for the use of industrial, commercial or scientific equipment.
13 Tax 15% if the recipient is a company.
14 Tax 2.5% on royalties paid for the use of industrial, commercial or scientific equipment or

computer software.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest® Royalties
Switzerland 10% Nil Nil
Tadzhikistan 15% Nil 5%
Tanzania 20% Nil 20%
Thailand 20/30% Nil 15%
Turkey 15% Nil 10%
Ukraine 15% Nil 10%'®
United Arab Emirates 20/30%8 20/30%38 20/30%'7
United Kingdom Nil Nil Nil
United States 15% Nil Nil
Uruguay 15% Nil 10%'8
Uzbekistan 15% Nil 10%
Vietnam 15% Nil 10%
Zambia 15% Nil 15%715

Note: The above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.

EU countries:

o No tax if dividends were tax free under the Finnish Business Tax Act § 6 a if paid to a Finnish
corporate entity, and if the recipient does not receive a full credit for the Finnish tax in the country

of residence.

o No tax on dividend paid to a company as defined in the EU Parent-Subsidiary Directive owning at
least 10% of the capital of the paying company.
e No tax on royalties between associated companies as defined in EU Directives (2003/49/EC,

2013/13/EU).

15 Tax 5% on royalties from films and tapes.
16 Tax 5% for the use of secret process or know-how, no tax for computer software or patent.
17 No tax if the recipient proves that he has domicile (individual) or is incorporated in the United

Arab Emirates.

18 Tax 5% on royalties paid for the use or the right to use of industrial, commercial or scientific
equipment or software.
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V INDIRECT TAXES
Residents Non-residents
General description Tax on the supply of goods and services
Entities obliged to levy | Minimum turnover €10,000 (obligatory); if turnover is less than
VAT €10,000, entity is allowed to register
Taxable activities Broad-based tax on most goods and services
Taxable activities e Sale of gold to the Bank of Finland
= |- zero-rated (examples) |e Goods and services sold in connection with the sale of a
é business
% | Exemptions (examples)  |e Healthcare, certain education, sale of properties (usually)
-'; o Certain financial services, gold bullions, insurance services
é) Refund of VAT Yes (if overpaid or if taxpayer is in export business and makes
< VAT purchases in Finland)
s Tax liability lc\lhc;rrrgianllgyvt:i supplier of goods and services is responsible for
Tax rates e Standard rate = 24%

e Reduced tax rates for certain commodities and services are
140/0, 10% and 0%

Administrative
obligations

Normally monthly tax returns (in some cases quarterly or yearly)

Transfer taxes

® 4% real properties
® 2% housing companies’ shares
e 1,6% corporate stocks

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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(Yves Sevestre, Cabinet SEVESTRE ET ASSOCIES, y.sevestre@sevestre-associes.com)

MAIN LEGAL FORMS

Legal form

Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Société en nom collectif (SNC):
e at least 2 partners. No maximum
number of partners

Société en Commandite Simple
(SCS) and Société en Commandite
par Actions (SCA):

e at least 2 partners:

— one of whom is a
‘commandités’: joint and
unlimited liability of all debts

— and the other one, a
‘commanditaires’: liability
limited to their contribution

Société civile (SC):
e at least 2 partners

Société a responsabilité limitée

(SARL) or entreprise unipersonnelle

a responsabilité limitée (EURL):

e between 1 and 100

Société anonyme (SA):

e at least 2 shareholders

e at least 7 shareholders if listed
company

No maximum number of

shareholders

Société par actions simplifiée
(SAS):
e at least 1 partner

Directors

SNC:

One or more manager, partner or
not. If partner, he must be registered
at the Commercial Court and have
ability to trade

SCS and SCA:

Unless otherwise stipulated in

the company’s articles, all the
‘commandités’ are managers

It is possible to choose one or more
managers, who can be a partner or
not

SC:

One or more manager, partner or not

SARL:
One or more manager, partner or
not

SA:

o Classic system — ‘conseil
d’administration’ (Board of
Directors):

- between 3 and 18 members

- management of the company
by the President of the Board
of Directors which is also the
Chief Executive (CEO) or by
a Chief Executive other than
the President of the Board of
Directors

253
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Legal form
Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

e Dualistic system: — ‘directoire’
(Management Board) and ‘conseil
de surveillance’ (Supervisory
Board):

— Management Board: maximum
5 members

— Management Board manages
the company

— Supervisory Board: between 3
and 18 members (checks the
Management Board)

SAS:
One President and Chief Executive
if any

Establishment

By-laws of company

By-laws of company

Registration

All entities have to be registered at the Commercial Court and publication

No minimum, except SC which
offers its shares to the public

of by-laws
Minimum capital SNC: SARL:
No minimum Minimum capital: €1
SCS: SA:
No minimum Minimum capital:
SCA: ° €37,000
€37,000 e €225,000 for listed public
SC: companies

SAS:
Minimum capital: €1

Liability SNC: SARL, SA, SAS:
Jointly and unlimited liability of all | Liability limited to contribution
debts
SCS/SCA:

e ‘commandités’: joint and unlimited
liability of all debts
e ‘commanditaires’: liability limited
to their contribution
SC:
Unlimited liability of all debts
Governance Partners SARL and SA:

Defined by the commercial law

SAS:
Freedom of governance, defined in
the by-laws
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Legal form

Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Audit requirements

SNC and SCS:
No obligation for audit

Except if the company exceeds two
of the three following thresholds:

e balance sheet >€1.55m

e turnover > €3.1m

e employees > 50

SCA:

An auditor must be appointed at the
moment of the registration of the
company

SC:

No obligation for audit except for
particular cases

SARL:
No obligation

Except if the company exceeds two
of the three following thresholds:

e balance sheet > €1.55m
e turnover > €3.1m
e employees > 50

SA:

The legal auditor has to certify the
corporate accounts annually and
must be appointed at the moment
of the registration of the company

SAS:
Audit mandatory:

o if the company exceeds two of
the three following thresholds:
- balance sheet > €1m
- turnover > €2m
— employees > 20

o if the company belongs to a
group

SAS which already has legal auditor

and which has no obligation for

audit has to wait until the end of
the legal auditor mandate before
stopping the obligation of audit

Taxation

SNC:

Each partner is subject to personal
income tax in proportion of their
share in the company unless the
company elected for corporate
income tax

SCS/SCA:

Each partner ‘commandités’ is

subject to personal income tax
unless the company elected for
corporate income tax

Profits corresponding to share of
‘commanditaire’ are taxable to
corporate income tax

SC:

Each partner is subject to personal

income tax unless the company is

subject to corporate income tax (in
case of election or activity)

SARL:
Corporate income tax, unless
election for personal income tax

SA and SAS:
Corporate income tax
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Legal form

Characteristics

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Usage

SNC/SCS:
Used for small businesses

SCA:

Used to prevent takeover and to
secure the company capital structure
controlled by a family (such as
Michelin, Hermes)

SC:

Used for patrimonial operations or
civil/professional activity or real
estate operations

SARL:

Start-ups and small or medium-
sized companies

SA:

Often listed companies, but not
exclusively

SAS:

As SARLs and not SAs
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I CORPORATION TAX

Legal form

Description

Resident corporation

Permanent establishment (PE)

General description

Corporation tax

Taxable entities

The company

Foreign entity

Taxable income

Territoriality principle: tax is only
due on business income generated
by enterprises operating in France

Territoriality principle: tax is only
due on business income generated
by the French PE

Calculation of taxable
profits

e Net taxable benefits less tax losses: carry forward within the limit of
(€1m + 50% (taxable result — €1m)) each year

e Losses can be carried back over 1 year within the limit of €1m

e Accruals method of accounting

Interest payments

Deductible under conditions

Related party
transactions

All related party transactions must take place on an arm’s length basis

Tax year, return and
payment

e Calendar year, or if the taxpayer’s financial year does not coincide, the
financial year of 12 months ending during the relevant calendar year

e Returns to be filed within 3 months of financial year end

e Advance payments required each quarter

Capital gains and
dividends

e Generally deemed as ordinary income and subject to standard
corporate tax rate

Dividends

95% exempt, 5% of dividends received plus tax credit are subject to
corporate income tax. As from the tax years opening 1 January 2015, the
parent/subsidiary regime will no longer apply to income distributed by

a subsidiary to its parent company (mainly dividends) if such distributed
income is deductible from the subsidiary’s taxable result or if it is leading
to an abuse of the parent/subsidiary regime

Following the Steria decision (Case C-386/14), dividends paid within a
tax consolidated group are no longer exempted from taxable fraction.
For tax year starting on or after 1 January 2016, 1% will be subject to
corporate income tax. It applies to distributions received by a company
member of a French tax consolidated group or from subsidiaries held at
95% or more within the European Union (EU) or European Economic
Area (EEA) and who should qualify if they were French entities to the
French tax consolidation regime

According to Council Directive (EU) 2015/121 of 27 January 2015 and
article 145, 6., k) of FTC, parent/subsidiary regime is not applicable since
1 January 2016 to dividends paid inside an artificial arrangement if one
of the main purposes of this arrangement is to obtain a tax advantage
which defeats the purpose or object of parent/subsidiary regime, and if
the arrangement is not authentic because there is no economic reason
Henceforth, since 3 February 2016, shares without voting right are also
taken into account to benefit of parent/subsidiary regime

Capital gains on participations
88% exempt, 12% subject to corporate income tax

Capital gains of listed real estate companies are taxed at reduced rate of
19%. If not, the standard corporate rate applies (33.33%)

Losses

Carried forward indefinitely (within the limit of (€1m + 50% (taxable
result — €1m))) or option for carry back for the previous year only within
the limit of €1m
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Legal form . . .
_ Resident corporation Permanent establishment (PE)

Description

Tax group A group of companies can opt Possibility of a consolidated tax
for a consolidated tax regime. regime: the foreign PE can be the
The income and losses of resident | head of the group or can be a tax
companies within a 95% group member
may be aggregated and dealt
with in the hands of the parent
corporation. The full exemption for
dividends paid within a tax group
no longer applies (see above)
The amended Finance Bill for 2014 allows the creation of a so-called
‘horizontal” consolidation tax group. Thus, as from the tax years
ending 31 December 2014, a tax group can be created between sister
companies which are subsidiaries of a company holding at least 95% of
their share capital and established in an European Union member State
or a European Economic Area member State which has entered into a
double taxation agreement covering administrative assistance against tax
evasion and fraud with France

Tax rate e Standard rate: 33.33% (28% in 2020)

Finance Bill for 2017 introduces a gradual reduction of CIT tax rate to
reach 28% in 2020 for all companies. In 2017, profits under €75,000
will be taxed at the rate of 28% as long as the turnover is lower than

€50 million. In 2018, profits under €500,000 will be taxed at the rate of
28%. In 2019, the 28% will apply to all companies with a turnover lower
than €1 billion (if higher, limited to a €500,000 profit)

Plus further 3.3% of the CIT, less €763,000 (ie an effective rate of 34.43%

on the basis of a 33.33% rate)

e Small and medium-sized enterprises: 15% on first €38,120 of profits,
standard rate above €38,120

e 3% contribution on profit distributions in some circumstances. Profits
distributions are not subject to the 3% contribution if the company
fulfils the conditions of the French tax consolidation regime (located in
France, in Europe or in state which signed with France a convention on
mutual administrative assistance in tax matters)

If companies are located in a non-cooperative state or territory, the
exemption applies if the company proves that its activities do not have
the effect or purpose of localising the benefits in a non-cooperative state
or territory with the aim of tax evasion
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TAXES FOR INDIVIDUALS

Income Tax

Residents Non-residents

General description | Income tax
Taxable entities and | Worldwide French source income only if no
taxable income permanent dwelling held in France
Types of taxable e Employment and business e Real estate income
income income e Certain income subject to tax at

e Capital gains source

e Income from immovable e Income linked to an activity

property located in France

Investment income

Calculation of
income

Net salary: gross salary less Net real estate income
compulsory social charges and
less rebate of 10% on salaries or
effective expenses

Net capital gains: gross capital
gains less acquisition costs

Net rental income

Net French professional income

Other net French income

Tax year, tax
assessment and tax
payment

Generally the calendar year
Individuals with business
income may be assessed on the
basis of an accounting period
Income tax computed on the
income of the preceding year
Tax form sent in May by
electronic tax assessment except
in particular cases

Two instalments are required on
15 February and 15 May

Final liability due on 15
September

As from 2018, a general income
tax withholding system will be
implemented

As from 2019, online platform
should communicate to the
French Tax Authorities, every
year, information concerning
the income of the users earned
via the platform

Losses

A loss in one category of professional income can be offset against
income of another category. Excess losses that cannot be offset against
the income of a given year may be carried forward for 6 years

Tax rates

e Dependent upon family situation (ie marital status and number of
children)
e Progressive tax brackets from 14%—45%

Dividends

e Taxation to the income progressive tax bands after withholding tax of
21% and tax-free allowance of 40%

e Mandatory social charges are paid at the standard taxation rate
of 15.5% within the first 15 days of the month, which follows the
payment of dividends, whatever is the taxation regime of dividends
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Residents Non-residents

Capital Gains Tax (CGT)

General description

Capital gains tax

Taxable entities and
chargeable assets

e Disposal of business assets
e Immovable property

e Disposal of business assets
e Immovable property

Calculation of gain

Shares:

Proceeds less acquisition costs. Rebate according to length of
ownership: 50% for holding period between 2 and 8 years, 65% for
holding period exceeding 8 years. Possibility to have higher tax rebates
in some cases

Capital gains on real estate:

Net gains less a rebate of 6% per year as from the fifth year of
ownership and 4% per year as from the 22nd year of ownership.
Concerning social contributions, application of a rebate of 1.65% per
year as from the fifth year, 1.60% for the 22nd and 9% per year as
from the 22nd year of ownership

Additional taxation if the net real estate capital gain exceeds €50,000
(capital gains realised on sale of building plots or exempted sales are
excluded from this additional taxation)

An exceptional 30% rebate applies for the calculation of a capital
gain realised on the sale of a building plot for agreement to sell signed
before 31 December 2015 and performed between 1 January 2015
and 31 December 2017

Tax year, tax
assessment and tax
payment

Shares:
With tax return
Immovable property:

Immovable property:

At the moment of the registration
formality or within a month of

Within 2 months of disposal the sale

Tax rates

Shares for France domiciled:

Income tax bracket + 15.5% (social security)
Immovable property, furniture and racehorses:
Rate of 19% + 15.5% (social security) = 34.5%
Furniture and racehorses:

Rate of 19% + 15.5% (social security) = 34.5% for French tax residents

France domiciled Non-France domiciled

Inheritance Tax (IHT)

General description

Registration fees

Taxable entities and
chargeable assets

Taxation on French assets if

the beneficiary is not French
domiciled or on worldwide assets
if the deceased was French tax
resident

Each beneficiary is a taxable
person

Calculation of
charge

Levied on the value of all transferred assets less related liabilities. In
the case of gifts, liabilities are usually not deductible

Taxable events

On death and all gifts made prior to death

Allowances

No inheritance tax between spouses and persons liable to PACS (Pacte
civil de solidarité), which is a civil contract binding non-married
partners

€100,000 direct line for each parent to each child

Tax rates

Dependent upon the proximity of the relationship between the donor
and the recipient and upon the value of the elements transferred: from
0%—-60%

Wealth tax

On French assets whose net value
exceeds €1,300,000 (financial
investments are wealth tax exempt
except substantial participation)

On worldwide net assets of more
than €1,300,000
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents'

Dividends 21% 15%—75%

Interest 24% See schedule below

Royalties Nil 33.33% subject to Treaty or
Royalty Directive — 75%

Capital gain Nil 45% when participation exceeds
25% of the profit rights

On payments to artists and sportsmen Nil 15%

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Albania 15% 10% 5%
Algeria 15% 10% 10%
Andorra 15% 5% 5%
Argentina 15% 20% 18%
Armenia 15% 10% 10%
Australia 15% 10% 5%
Austria 15% Nil Nil
Azerbaijan 10% 10% 10%
Bahrain Nil Nil Nil
Bangladesh 15% 10% 10%
Belgium 15% 15% Nil
Benin Nil Nil Nil
Bolivia 15% 15% 15%
Botswana 12% 10% 10%
Brazil 15% 15% 25% for brands;
15% others

Bulgaria 15% Nil 5%
Burkina Faso Nil Nil Nil
Cameroon 15% 15% 15%
Canada 15% 10% 10%
Central African Republic Nil Nil Nil
Chile 15% 15% 10%
China 10% 10% 10%
Congo 20% Nil 15%
Croatia 15% Nil Nil
Cyprus 15% 10% Nil
Czech Republic 10% Nil 10%
Ecuador 15% 15% 15%
Egypt Nil 15% 15%
Estonia 15% 10% 10%
Ethiopia 10% 5% 7.5%
Finland Nil 10% Nil

1

Reduced rates of withholding tax may apply where there is an appropriate double tax treaty or

the EU Parent Subsidiary Directive.




262 The International Tax Handbook

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties

French Polynesia Nil Nil Nil
Gabon 15% 10% 10%
Georgia 10% Nil Nil
Germany 15% or Nil if dividends issued of | Nil Nil

immovable property gains (profit

or capital gain) — internal rate is

then applicable
Ghana 15% 12.5% 10%
Greece Nil 10% 5%
Guinea 15% 10% 10%
Hong Kong 10% 10% 10%
Hungary 15% Nil Nil
Iceland 15% Nil Nil
India 15% 15% Nil
Indonesia 15% 15% 10%
Iran 20% 15% 10%
Ireland 15% Nil Nil
Israel 15% 10% 10%
Italy 15% 10% 5%
Ivory Coast 15% 15% 10%
Jamaica 15% 10% 10%
Japan 10% 10% Nil
Jordan 15% 15% 25% for brands;

15% others

Kazakhstan 15% 10% 10%
Kenya 10% 12% 10%
Kuwait Nil Nil Nil
Latvia 15% 10% 10%
Lebanon Nil Nil Nil
Libya 10% Nil 10%
Lithuania 15% 10% 10%
Luxembourg 15% 10% Nil
Macedonia 15% Nil Nil
Madagascar 25% 15% 15%
Malawi Nil Nil Nil
Malaysia 15% 15% 10%
Mali Nil Nil Nil
Malta 15% 5% 10%
Morocco 15% 10% 10%
Mauritania Nil Nil Nil
Mauritius 15% Nil 15%
Mayotte Nil Nil Nil
Mexico 15% 15% 15%
Mongolia 15% 10% 5%
Namibia 15% 10% 10%
Netherlands 15% Nil Nil
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
New Caledonia 15% Nil 10%
New Zealand 15% 10% 10%
Niger Nil Nil Nil
Nigeria 15% 12.5% 12.5%
Norway 15% Nil Nil
Oman Nil Nil Nil
Pakistan 15% 10% 10%
Panama 15% 5% 5%
Philippines 15% 15% 15%
Poland 15% Nil 10%
Portugal 15% 12% 5%
Qatar Nil Nil Nil
Republic of Korea 15% 10% 10%
Romania 10% 10% 10%
Russia 15% Nil Nil
Saint Martin 15% 10% Nil
Saint-Pierre et Miquelon 15% Nil 10%
Saudi Arabia Nil Nil Nil
Senegal 15% 15% 15%
Singapore 15% 10% Nil
Slovakia 10% Nil 5%
Slovenia 15% 5% 5%
South Africa 15% Nil Nil
Spain 15% 10% 5%
Sri Lanka Nil 10% 10%
Sweden 15% Nil Nil
Switzerland 15% Nil 5%
Syria 15% 10% 15%
Taiwan 10% 10% 10%
Thailand Nil Nil 15%
Togo Nil Nil Nil
Trinidad and Tobago 15% 10% 10%
Tunisia Nil 12% 20% for brands;

15% others

Turkey 20% 15% 10%
Ukraine 15% 10% 10%
United Emirates Arab Nil Nil Nil
United Kingdom 15% Nil Nil
United States 15% Nil Nil
USSR (ex-) 15% 10% Nil
(Tadjikistan, Kyrgyzstan,
Belarus, Turkménistan)
Uzbekistan 10% 5% Nil
Venezuela 5% 5% 5%
Vietnam 15% Nil 10%
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties

Yugoslavia (ex-) (Serbia, 15% Nil Nil
Montenegro, Bosnia-
Herzegovina, Kosovo)

Zambia Nil Nil Nil
Zimbabwe 15% 10% 10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is possible
that lower rates than those shown above may be available provided that certain criteria are satisfied.
As treaties will not be identical, guidance should be sought in all cases.
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V  INDIRECT TAXES
Residents Non-residents
Entities obliged to levy | Persons making taxable supplies of goods and delivery of services
VAT in the course of a business
Taxable activities Unless expressly exempt, all goods and services are taxable
activities
Taxable activities — Exports
zero-rated (examples)
Exemptions e Financing and banking
(examples) e Insurance
e Commission
o Interest
Refund of VAT o Annual reimbursement if VAT refund is greater than €150
e e Possible quarterly reimbursement if conditions are fulfilled
§ e As from 1 January 2017, the FTA will audit all the VAT refund
= claims
_'E Tax liability Supplier or provider of Regime of reverse charge system:
< services established in France | payment of the VAT by the French
Z client subject to VAT for a supplier
g or a provider of service not
;" established in France
Tax rates 2.1% (for example, on medicines eligible for reimbursement,

online press since 1 February 2014)

5.5% (for example, on water, books, hygienic products since
1 January 2016)

10% (for example, on passenger transport, hotels, goods
for consumption on site or to take away if for immediate
consumption)

20% standard (including farming raw product not used for
producing human or animal food since 1 January 2016)

Administrative
obligations

VAT registration

Real Property Taxes

None but registration duty of 5.09006% or 5.80665% according
to the department

Stamp Duty

None

Nexia International does not accept liability for any loss arising from any action taken, or omission, on

the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any

responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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MAIN LEGAL FORMS

Legal form
Characteristics

Partnership

Private corporation (Ltd) and
Limited Liability Partnership (LLP)

Partners/shareholders

e Number
e Restrictions

Société en nom collectif (SNC):
At least two partners

Société en commandite simple
(SCS):

At least two partners
Société civile (SC):

At least two partners

Société a responsabilité limitée
(SARL) or entreprise unipersonnelle
a responsabilité limitée (EURL):

Between 1 and 100

Société anonyme (SA):

At least 7 shareholders

Société par actions simplifiée (SAS):

At least one partner

Directors

SNC:

One or more manager registered at
the Registrar of companies

SCS:

Unless otherwise stipulated in
the company’s articles, all the
‘commandités’ are managers. It is
possible to choose one or more
managers, who can be a partner
or not

SC:

One or more manager or partner

SARL:
One or more manager or partner
SA:

Classic system — Board of directors
(conseil d’administration, CA):

e Between 3 and 18 members

e Management of the company
by the President of the CA or a
general director

Dualistic system: directoire and
conseil de surveillance:

e Executive board (directoire):
maximum five members

o Supervisory board (conseil de
surveillance): between 3 and
18 members (supervises the
executive board)

SAS:

One President

Establishment

Partnership deed

By-laws of company

Registration

All entities to be registered at the Registrar of companies

and publication of by-laws
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Legal form
Characteristics

Partnership

Private corporation (Ltd) and
Limited Liability Partnership (LLP)

Minimum capital SNC: SARL:
No minimum Minimum capital: €1
SCS: SA, SAS:
No minimum €37,000
Liability SNC: SARL, SA, SAS:
Jointly and unlimited liability of all | Liability limited to capital
debts contribution
SCS:
‘Commandités’: joint and unlimited
liability of all debts
‘Commanditaires’: liability limited
to their capital contribution
SC:
Unlimited liability of all debts
Governance Partners SARL and SA:

Defined by the commercial law
SAS:

Freedom of governance, defined in
the by-laws

Audit requirements

SNC and SCS:

May qualify for an audit exemption
if it has at least 2 of the following
thresholds:

- Balance sheet > €0.838m

- Turnover > €1.676m

- Employees > 20

SC:

No audit requirement

SARL:

May qualify for an audit exemption
if it has at least 2 of the following
thresholds:

- Balance sheet > €0.838m

- Turnover > €1.676m

- Employees > 20

SA and SAS:

The legal auditor has to certify the
corporate accounts annually

Taxation

Corporation tax: Income tax (IS) or Transaction tax (IT), depending on
company legal form and option by partners when available

SARL, SA, SAS: IS regime

EURL (solely owned SARL): IS and it can elect for IT regime

SCS, SC: IT regime

SC is subject to IS when its activity is actually commercial (rental of fully

equipped premises)

SNC: IT and it can elect for IS regime
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I CORPORATION TAX

. Legal Form Resident corporation Permanent Establishment (PE)
Description
General Corporate income tax (IS) or Corporate income tax (IS)
description ‘Transaction Tax’ (IT)

It depends on the legal form of the
company or on the local entity’s
activity

Taxable entities

The company except companies Local entity
with professional members

Taxable income

Territoriality principle: tax is only | Territoriality principle: tax is only due
due on business generated by on business generated by the French
enterprises registered and operating | Polynesia PE

in French Polynesia

Calculation of
taxable profits

IS Net taxable benefits less tax losses carried forward. The corporate
tax cannot be lower than a fixed minimum tax (IMF) based on the
Turnover + other operating income + financial income

For the tax result higher than 50 MF CFP, an additional tax (CSIS)
must be paid + an exceptional increase (MCSIS) of 7% for the year
ended as of 31 December 2013 until fiscal years ending on 31
December 2015

New companies are exempted from IS or IMF for the two first fiscal
years until 24 months

=> Updated by the law on 15 July 2014: The Polynesian
government redefined the scope of the 24 months: ‘For the fiscal
year open from 16 July 2014, the tax exemption will concern the
two first fiscal years for a cumulative maximum of 24 months’. So
the tax exemptions for the second fiscal year will be prorated in
case of the two first fiscal years’ duration exceeding 24 months

IT Turnover + others operating income + financial income with some
specific rebates according to activity or on sale of assets

The new activities are exempted from IT for the two first fiscal
years until 24 months, updated on 15 July 2014 (same as IS)

Interest payments

Deductible within the following 2 thresholds:

e Interest rate of 4%
e The basis must not exceed four times the amount of the share capital for
individual’s shareholders loans

Tax on revenue distributed (IRCM Tax) and Solidarity Tax (CST) on gross
interest with a tax rate of 15%

Related party
transactions

All related party transactions must take place on an arm’s length basis

Tax year, return
and payment

Calendar year or, if the taxpayer’s financial year does not coincide, the
financial year of 12 months ending during the relevant calendar year

Returns to be filed within 3 months of financial year end

This tax is paid in three payments (two instalments and the balance)

Capital gains

Generally subject to standard corporate tax rate

Calculation of capital gains on assets: net gains less a rebate of 33% if
posted in fixed asset account over 5 years, and a rebate of 60% if posted in
fixed asset account over 10 years
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Legal Form
Description

Resident corporation Permanent Establishment (PE)

Dividends

Dividends : 85% exemption if the dividends are distributed by a company
subject to French Polynesian income tax (IS); 15% subject to corporate
income tax (IS)

Dividends are subject to a Tax on distributed revenue (IRCM) of 10% and a
Solidarity Tax (CST) of 5%. Paid by the distributing company

Losses

Tax losses can be carried forward five years only

Amortization recorded in tax losses period can be carried forward
indefinitely

Tax group

Not applied in French Polynesia

Tax rate

IS
CSIS
MCSIS

Standard rate between 25% and 35% according to the following
ratio: C = (I + P) / R, where:

— lis the net value of intangible and tangible amortizable
assets,

— P is personal cost deductible except personal cost for
directors,

— Ristaxable income,

— C>b5.5taxrateis 25%

- 5<C<5.5taxrate is 26%
- 45<C<5taxrateis 27%
- 4<Cc<4.5taxrate is 28%
- 3.5 <C<4taxrateis 29%
— 3 <C<3.5taxrate is 30%
- 2.5<C<3taxrateis 31%
- 2<C<25taxrateis 32%
- 1.5<C<2taxrateis 33%
- 1 <Cc<1.5taxrate is 34%
- C< 1 taxrate is 35%

The corporate tax cannot be lower than a fixed minimum tax (IMF)
equal to 0.5% of the operating and financial revenue. In case of
tax losses, IMF is equal to 0.25% of the operating and financial
revenue

The standard rate of the CSIS is:

Basis: taxable income Rate
When tax income exceeds 50 MF CFP 7%
between FCFPO and FCFP100,000,000

Between FCFP100,000,001 and 10%
FCFP200,000,000

Between FCFP200,000,001 and 12%
FCFP400,000,000

> FCFP400,000,001 15%

During fiscal years as from ending 31 December 2013 until
31 December 2015

Additional contribution to the income tax (MCSIS): application of a
single rate of 7% on the taxable income
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Legal Form
Description

Resident corporation

Permanent Establishment (PE)

The standard rate varies as follows:

- Service providers and professionals:

Basis
< FCFP5,500,000

Between FCFP 5,500,001 and
FCFP11,000,000

Between FCFP 11,000,001 and
FCFP 22,000,000

Between FCFP 22,000,001 and
FCFP 55,000,000

Between FCFP 55,000,001 and
FCFP 82,500,000

> FCFP 82,500,000

Rate
1.5%
4%
5%
6%

8%

11%

There are rebates for certain activities or when expenses, except
management or directors’ indemnity and transaction tax, amount to

at least half (50%) of the revenue

- Traders:

Basis
< FCFP22,000,000

between FCFP22,000,001 and
FCFP44,000,000

Between FCFP44,000,001 and
FCFP88,000,000

Between FCFP88,000,001 and
FCFP220,000,000

Between FCFP220,000,001 and
FCFP330,000,000

Between FCFP330,000,001 and
FCFP550,000,000

Between FCFP550,000,001 and
FCFP825,000,000

Between FCFP825,000,001 and
FCFP990,000,000

> FCFP990,000,000

Rate
0.5%
1.5%

2.5%

3.5%

4.5%

6%

7%

8%

9%
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. Legal Form Resident corporation Permanent Establishment (PE)
Description
Tax Shelter for Firms which are liable to IS or IT and participate in investment programs
investments in business sectors which are defined and agreed by the French Polynesian

Government receive, under condition, a tax exemption

The main conditions include the following:

Headquarters has to be based in French Polynesia

Business sectors are restricted

The agreement has to be delivered before beginning the investments
The investments have to be new ‘property and equipment’
Investment amount requirement: defined by government and varies
according to business sector

Delay: 12 months from the government’s notification to begin the
program and 36 months to finish the program from the government’s
notification

2 tax schemes: directly by the firm or by indirect investor (the tax
exemption will then be transferred back to the firm in a proportionate
share)

Tax exemption imputation: tax credit is deducted from the tax IS or
IT of the fiscal year with a limit of 50% of the tax due and following
three years with the same limit of 50%

- Updated by the law on 15 July 2014:

Housing sector is no longer eligible for the tax shelter for investments for
any agreement registered after 16 July
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General description

No individual Income Tax but a Solidarity Tax: Contribution sociale
territoriale (CST)

Taxable entities and
taxable income

French Polynesian income source only

Types of taxable
income

- Employment income

- Revenue providing from companies under IS scheme:
Management income

- Revenue providing from companies under IT scheme: Turnover

- Dividends distributed by a company subject to French
Polynesian income tax (IS)

Calculation of

Employment and management income : gross salary

income Business income (turnover): same basis as IT
Dividends: Gross dividends
Tax return Monthly or quarterly on employment and management income
Yearly on turnover
Quarterly on dividends
Losses It is not possible to impute any losses on the calculation of income
Tax rates On employment and management income:

Basis Rate
From FCFPO to 0.5%
FCFP150,000

From FCFP150,001 to 3%
FCFP250,000

From FCFP250,001 to 5%
FCFP400,000

From FCFP400,001 to 7%
FCFP700,000

From FCFP700,001 to 9%
FCFP1,000,000

From FCFP1,000,001 to 12%
FCFP1,250,000

From FCFP1,250,001 to 15%
FCFP1,500,000

From FCFP1,500,001 to 18%
FCFP1,750,000

From FCFP1,750,001 to 21%
FCFP2,000,000

From FCFP2,000,001 to 23%
FCFP2,500,000

over FCFP2,500,000 25%
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Residents Non-residents

On business income:
The standard rate varies for:

- Service providers and professionals:

Basis Rate
< FCFP5,000,000 0.75%
between FCFP5,000,001 and 1.75%
FCFP10,000,000
Between FCFP10,000,001 and  2.25%
FCFP20,000,000
Between FCFP20,000,001 and  2.75%
- FCFP50,000,000
§ Between FCFP50,000,001 and  3.5%
< FCFP75,000,000
l'—;é > FCFP75,000,000 4%
%]
g - Traders:
= Basis Rate
< FCFP20,000,000 0.4%
between FCFP20,000,001 and ~ 0.75%
FCFP40,000,000
Between FCFP40,000,001and 1%
FCFP80,000,000
Between FCFP80,000,001 and  1.25%
FCFP200,000,000
Between FCFP200,000,001 and 1.75%
FCFP300,000,000
> FCFP300,000,000 2.25%
On dividends: 5%
Residents Non-residents
General description | Capital gains tax
= | Taxable entities and | Immovable property or shares in property investment company
8 chargeable assets | (SCI) only
% Individuals only when n j IT taxation
e allci)ca(felj;1 tsooits>:1c‘(iv<ieties)0t subjectto I taxation (property
'bEv Calculation of gain | Capital gains on immovable property or SCI shares: net gains less a
= rebate of 20% per year as from the fifth year of ownership
’é_ Tax return Immovable property: on disposal
© Losses Not applied
Tax rates Immovable property: rate of 20%
Others Government intention to implement a distribution tax on capital

gains on company shares but not in place yet

Domiciled Non-domiciled

Inheritance Tax (IHT)

There is no inheritance tax
Lifetime gifts tax when amount exceeds MFCP 50

Government intention to implement inheritance tax
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends IRCM + CST = 15% IRCM + CST = 15%
Interest IRCM + CST = 15% IRCM + CST = 15%
Royalties and several disclosed | Nil 20%

activities and services such as

management fees, technical

fees

On payments to artists and Nil Nil

sportsmen

Reduced rate available under the relevant Double Taxation Treaty

Country

Dividend Interest

Royalties

France

The basis is split
between both
countries

Nil

Nil
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V  INDIRECT TAXES

Residents Non-residents
General description Value added tax or TVA
Entities being obliged to | Persons making taxable supplies of goods and services in the
levy VAT course of a business
Taxable activities Unless expressly exempted, all sales of goods and services are
taxable activities
Taxable activities — zero- | Exportations of goods and services
rated (examples)
Exemptions (examples) Banking and insurance services
o Building rental
g Medical supplies
E Some educational activities
T | Refund of VAT Quarterly reimbursement possible if conditions are fulfilled
T | Tax liability Supplier or provider of Payment of the VAT by the
5 services established in French | French Polynesian client for
2 Polynesia a supplier or a provider of
> service not established, nor
registered in French Polynesia
Otherwise by tax
representative
Tax rates 13% on services (10% before 1 October 2013)
16% on goods
5% reduced rate on specific goods and services listed
Administrative obligations | VAT registration directly by VAT registration directly by PE
company or tax representative
Real Property Taxes 10% of the rental value
Stamp Duty Various rates apply
Disposal on property average rate: 12%
Residents | Non-residents
General description Trading Licence (Patente)
Entities being subjectto | Persons who exercise permanently or temporarily a
trading licence non-salaried professional activity
Apply to companies as well
Taxable activities Unless expressly exempt, all non-salaried professional activities
§ Calculation It consists of a fixed right and a proportional right. The amounts
g of the rights depend on the activity
—
&0 The standard right is around €250 but it can vary between
=5 €42 and €4,200 (Average is €840)
<]
= The amount of the proportional right depends on the rental
value of the premises and operating assets used for the
business, and the value of the imported goods. The standard
rate varies between 10% and 20%
Plus €42 per staff member employed
Administrative obligations | Yearly basis statement

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
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organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the

Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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I CORPORATION TAX

Description

Legal form

Resident corporation Permanent establishment (PE)

General description

Corporate income tax

Taxable entities

Any legal entity established in
accordance with the legislation

of Georgia and performing
entrepreneurial activity or the entity
which is managed in Georgia

PE located in Georgia

Taxable income

Worldwide income ONLY distributed | Income from Georgian source,
as a dividend distributed to ‘mother company’

Calculation of
taxable profits

Taxable profit is a profit distributed as a dividend (except dividends
distributed to Georgian legal entities). Taxable expenses are also expenses
which are not related to economic activities OR are not documented

Interest payments

No thin capitalization rule applies (3:1). Interest paid more than 24% a year
will be treated as distribution of dividend and will be taxed accordingly (see
above)

Related party
transactions

All related party transactions must take place on arm’s length basis (except
transactions between legal entities)

Tax period, return
and payment

Tax period is calendar month

Tax return should be submitted and final tax payments should be made no
later than the 15th of the following month after the end of a month

Capital gains There is no separate capital gains taxation in Georgia. Proceeds from the
disposal of capital assets are included in the ordinary taxable income

Losses Losses generated before 1 January 2017 cannot be carried forward in 2017
or after

Tax group No No

Tax rate 15% 15%
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General
description

Natural persons shall be:
a) citizens of Georgia

b) foreign citizens

¢) Stateless persons

A Georgian resident for the entire current tax year shall be a natural person
who has actually stayed in the territory of Georgia for 183 or more days

in any continuous 12-calendar-month period ending in that tax year, or a
natural person who was in a foreign country in the public service of Georgia
during that tax year. Georgian residency can be accorded to a high net worth
individual under the procedure and conditions determined by the Minister
for Finance and the Minister for Justice of Georgia, subject to exceptions.

A high net worth individual shall be a person as defined by the Law of

Georgia on Securities Market

Taxable entities

Taxable entity — physical person

Taxable entity — physical person

and taxable Taxable income — worldwide Taxable income — income

income income generated from Georgian sources
(NOTE: income not from Georgian
source is tax exempt)

Types of Gross income shall be income A non-resident’s gross income shall

taxable income

earned in any form and/or through
any activity, namely:

a) salary income

b) income earned from economic
activity, which is not related to
employment

¢) other income not related to
employment and economic activity

consist of the income earned from a
Georgian source

Calculation of
income

A resident natural person shall be
subject to income tax with respect
to his/her taxable income, which
is the difference between the total
income earned during a calendar
year and deductions under the
Code for that period

A non-resident natural person
conducting business through a
permanent establishment in Georgia
shall be subject to income tax with
respect to his/her taxable income,
which is the difference between the
total income earned during a calendar
year from a Georgian source related
to the permanent establishment

and deductions under this Code for
that period. The gross income of a
non-resident natural person that is

not related to his’her permanent
establishment in Georgia shall be
taxed under Article 134 of this Code at
source without deductions, subject to
exceptions




284 The International Tax Handbook

Residents Non-residents

Tax year, tax
assessment and
tax payment

Tax return should be submitted and final tax payments should be made no
later than 31 March after the end of a tax year. Enterprises and entrepreneur
natural persons conducting economic activity shall transfer the amount of
current taxes to the budget according to the annual tax of the last tax year, in
the following amounts:

a) by not later than 15 May - 25%
b) by not later than 15 July — 25%
¢) by not later than 15 September — 25%
d) by not later than 15 December — 25%

tax payment

Losses The excess of deductions over the gross income from economic activity not
related to employment, received by an entrepreneur natural person shall
not be deducted from the salary received by such person. It shall be carried
forward for up to five years and shall be covered by the excess of gross
income of future periods over deductions not related to employment

B | Tax rates A natural person’s taxable income | Income earned by a non-resident

§ shall be taxed at the rate of 20% from a Georgian-based source that

| is not attributed to the non-resident’s

'E permanent establishment registered for

o tax purposes in Georgia shall be taxed

g at source without deductions at the

£ following rates:
a) dividends — 5%
b) interest — 5%
c) amounts paid by an enterprise,
organization and/or entrepreneur
natural person for international
telecommunication services and
international transport services — 10%
d) income earned by non-resident
subcontractors in conducting the oil
and gas operations provided for by the
Law of Georgia on Oil and Gas — 4%
e) salary income — 20%
f) lease service charges paid to a
natural person — 20%

General Assessed as part of ordinary
description income

__ | Taxable

=

O | entities and

o

S | chargeable

& | assets

.é Calculation of

O |gain

,_g Tax year, tax

5‘ assessment and

Losses

Tax rates
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Domiciled

Non-domiciled

Inheritance Tax (IHT)

General
description

There is no inheritance tax

Taxable entities
and chargeable
assets

Calculation of
charge

Taxable events

Allowances

Tax rates
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends 5% 5%
Interest 5% 5%
Royalties No separate tax on Royalties No separate tax on Royalties

On payments to
artists and sportsmen

Monetary and other awards to sportsmen and their coaches for winning
and/or taking podium places in Olympic Games, World and/or European

Championships are tax exempt

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Armenia 5%/10% 10% 5%
Austria 0%/5%/10% 0% 0%
Azerbaijan 10% 10% 10%
Belgium 5%/15% 10% 5%/10%
Bahrain 0% 0% 0%
Bulgaria 10% 10% 10%
China 0%/5%/10% 10% 5%
Croatia 5% 5% 5%
Czech Republic 5%/10% 0% 0%/5%/10%
Denmark 0%/5%/10% 0% 0%
Egypt 10% 10% 10%
Estonia 0% 0% 0%
Finland 0%/5%/10% 0% 0%
France 0%/5%/10% 0% 0%
Germany 0%/5%/10% 0% 0%
Greece 8% 8% 5%
Hungary 0%/5% 0% 0%
India 10% 10% 10%
Iran 5%/10% 10% 5%
Ireland 0%/5%/10% 0% 0%
Israel 5% 15% 0%
Italy 5%/10% 0% 0%
Kazakhstan 15% 10% 10%
Kuwait 0%/5% 0% 10%
Latvia 5% 5% 10%
Lithuania 5%/15% 10% 10%
Luxembourg 0%/5%/10% 0% 0%
Malta 0% 0% 0%
Netherlands 0%/5%/15% 0% 0%
Norway 5%/10% 0% 0%
Poland 10% 10% 10%
Qatar 0% 0% 0%
Romania 8% 10% 5%
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
San Marino 0% 0% 0%
Serbia 5%/10% 10% 10%
Singapore 0% 0% 0%
Slovakia 0% 5% 5%
Slovenia 5% 5% 5%
Spain 0%/10% 0% 0%
Sweden 0%/10% 0% 0%
Switzerland 10% 0% 0%
Turkey 10% 10% 10%
Turkmenistan 10% 10% 10%
Ukraine 5%/10% 10% 10%
United Arab Emirates | 0% 0% 0%
United Kingdom 0%/15% 0% 0%
Uzbekistan 5%/15% 10% 10%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.



288 The International Tax Handbook

\Y

INDIRECT TAXES

Residents Non-residents

Value Added Tax

General description

Value added tax (VAT) is levied on the supply of goods and services and
on the import of goods

Entities obliged to
levy VAT

Any person who is or is to be registered as a VAT payer is regarded a
taxable person. Companies and individuals are required to register for
VAT if their taxable income exceeds GEL 100,000 for the previous 12
months

Taxable activities

o Supply of goods and/or services in the territory of Georgia within the
scope of economic activity

o If VAT registration is revoked — the balance of goods, for which the
taxpayer has obtained a deduction

e The use of buildings or structures of one’s own production as a fixed
asset

e Receipt into individual ownership of goods or services from an
enterprise and/or a partnership in return for an interest in property
and/or registration of property shall be regarded as the supply of
property by the partnership

Taxable activities —
zero-rated
(examples)

e Re-export or export of goods

e Supply of goods and/or services intended for official use of foreign
diplomatic and other equivalent missions, for the personal use of the
diplomatic and administrative-technical personnel (including family
members living with them) of such missions and the procedure for the
use of which is determined by the Minister for Finance of Georgia

e Carriage of goods placed under the export, re-export, outward
processing or transit procedure and delivery of the services directly
related to such carriage

e Delivery of passenger and cargo transportation services and the
services directly related to such transportation, provided that the point
of departure or destination is located outside Georgia and a single
transport document is drawn up in respect of such transportation

Exemptions
(examples)

e supply of a land parcel

e executing financial transactions and/or delivering financial services
o delivery of medical services

e educational services delivered by educational institutions

Refund of VAT

Usually within 3 months after deposit declaration (in some cases within
one month)

Tax liability Supplier of goods and services and importer are responsible for
charging VAT
Tax rates 18%

Administrative

obligations

Monthly declaration
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Residents Non-residents

Real Property Taxes | Annual tax rates are determined by resolutions of the local government and
may be different in each administrative area

A property tax payer shall be:

- aresident enterprise/organization — on assets, uninstalled equipment,
and unfinished construction registered on its balance sheet as fixed
assets, as well as its leased property

— non-resident enterprise — on property based in the territory of Georgia
(including property based in the territory of Georgian transferred under a
lease, rent, usufruct or any similar agreement)

— anatural person:

a) on any real estate (including unfinished construction, buildings or
their parts), yachts (cutters), helicopters and airplanes owned by him/her
b) on property received by him/her from a non-resident under a lease
agreement

c) in the case of carrying out economic activities, on assets, uninstalled

equipment, and unfinished construction registered on his/her balance
sheet as fixed assets, as well as his/her leased property

Stamp Duty none

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Germany

(Heinrich Watermeyer, DHPG, Bonn, heinrich.watermeyer@dhpg.de;
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MAIN LEGAL FORMS

Legal form
Characteristics

Partnership (OHG) and
Limited partnership (KG)

Private corporation (GmbH)
and Public corporation (AG)

Partners/share-holders

e Number
e Restrictions

e Two or more
e No restrictions

e One or more
e No restrictions

Directors

Management by partners

No restrictions

Establishment

No formal requirements

Notarial deed

Registration

Commercial Register

Minimum capital

None, except some €500 for
limited partners

€25,000 for GmbH' and
€50,000 for AG

Liability Unlimited for all partners of Limited for all shareholders
OHG and general partner of
KG, limited for limited partner

Governance e Partner e Managing director

e General meeting

o Shareholders’ (stockholders’)
meeting

e Supervisory board
additionally for AG

Audit requirements

Only if all general partners are
corporations, especially in the
case of GmbH (AG) & Co KG,?
if two of the following criteria

are met:

e turnover more than €12.0m
o total assets more than €6.0m
e more than 50 employees

Yes, if two of the following
criteria are met:

e turnover more than €12.0m
o total assets more than €6.0m
e more than 50 employees

1

Foundation with €1 possible; several restrictions to be observed in that case.

2 A’‘GmbH & Co KG’ is a Limited Partnership, where the general partner is a GmbH; the limited

partners may be individuals or corporations as well. A very common structure is the GmbH &
Co KG with individuals as limited partners or even with only one limited partner being the only
shareholder of GmbH. A variation is the ‘AG & Co KG'.

291
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Characteristics

Legal form

Partnership (OHG) and
Limited partnership (KG)

Private corporation (GmbH)
and Public corporation (AG)

Taxation

Subject to trade tax, but not
subject to income tax or
corporate tax (transparent
entity)?

Subject to trade tax and to
corporate tax*

Usage

OHG not popular, KG popular
as GmbH + Co KG, especially
for SMEs

GmbH popular, especially for
SMEs, AG legal form for listed
companies; not popular for
others

3 Partners are subject to income tax or corporate tax on their profit shares.

4 Dividends distributed to individuals subject to a flat tax of 25% plus solidarity surcharge of
5.5% or to income tax (if shares are, eg, trade assets) on 60% of dividends (part-income-system);
dividends distributed to corporations 95% tax-free if participation at least 10% at the beginning
of the calendar year; some special rules for deemed retroactive acquisition in place, see also

footnote 6.
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TAXES FOR INDIVIDUALS

Individuals pay trade tax on their business income. The rules are nearly the same as for corporations
(see Il above).

Income Tax

e Employment income
e Capital income
e Rental income
e Certain other income

Residents Non-residents
General Federal tax on income of individuals
description
Taxable Individuals with residence or habitual Individuals with neither residence
entities and | abode in Germany: worldwide income | nor habitual abode in Germany:
taxable domestic income (eg from real
income estate or PE located in Germany)
Types of e Trade income
taxable e Professional income
income e Rural income

Calculation of
income

e Trade income: accrual basis (AOA as in case of corporations applicable for
inbound and outbound PE); small businesses: cash basis

e Rural income: special method
o Other types of income: cash basis

Tax year, tax

Tax year = calendar year (business year

Normally no tax assessment in

€8,820 (€17,640 for spouses)

assessment for business income) case of withholding taxes (eg on
and tax Tax return; joint tax return for spouses dividends, on employment income)
payment possible No joint tax return for spouses
Quarterly prepayments, final payment (exceptions for EU nationals)
or refund after tax assessment
Capital gains | No special capital gains tax but included in income tax
e Taxable: capital gains on shares e Taxable: capital gains on shares
(seat and or place of management/
control is in Germany)
e 60% tax exempt (part-income system), regular tax rate
o If shareholding does not reach 1% during any point of time of 5 years before
disposal: 100% taxable but flat tax of 25% plus solidarity surcharge of 5.5%
leading to 26.38%
Losses See | above (corporate tax) Usually no joint assessment of
In case of joint assessment of spouses: | SPOUSES
loss carry back and loss carry forward
may be offset against profits up to
€2.0m, exceeding amount in case of
loss carry-forward by 60%
Tax rates e Personal allowance (tax-free earnings): | ¢ Usually no joint assessment of

spouses
e No personal allowance (tax-free
earnings)

Progressive tax rate from 14% to 45%!'©

Flat tax of 25% for capital income

10 Highest marginal tax rate for business, rural and professional income: 42% + 5.5% x 42%
solidarity surcharge = 44% for income exceeding €53,665 (€107,330 for spouses); highest
marginal tax rate for income exceeding €254,446 (€508,892 for spouses): 45% + 5.5% x 45% =
48%,; special tax rate of 28.25% for retained earnings derived from agriculture/forestry, business
and self-employment with a deferred taxation of 25% in case of distribution/withdrawal.
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Solidarity Federal tax of 5.5% of income tax
surcharge
.. | General No special tax
IL: description Capital gains may be subject to income tax (see above)
c
‘s
O
|
=
]
O
Residents Non-residents
General Federal tax for recipients of inheritances and lifetime gratis conveyances
description
Taxable Inheritances or lifetime gifts of net Inheritances or lifetime gifts of

events assets located worldwide assets located in Germany (real
estate, PE, shares in German
corporations with minimum quota
of 10%). If the successor or donor is
resident in Germany: assets located

Inheritance Tax and Gift Tax

worldwide
Valuation e Normally market value
o Special valuations for real estate, businesses and non-quoted shares'"
Allowances  |e €500,000 for spouse e €2,000 in any case'?
e €400,000 per child
e Minor amounts for others
Tax rates 7%-30% for children and spouses (higher rates for others)
Wealth tax No wealth tax is levied
Real property tax | See Il above
Church tax For members of catholic or protestant church

8%-9% of income tax, deductible for income tax purposes

11 Special discount for business assets in place but challenged by Federal Tax Court and the Federal
Constitutional Court. This remained applicable until 30 June 2016. Revised rules apply as of
1 July 2016.

12 For EU inhabitants, election to be taxed as unlimited tax liable person, despite this not being in
line with EU law (see Tax Court Diisseldorf, 4 K 488/14 Erb).
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IV WITHHOLDING TAXES

Under Domestic Law

Payments to residents

Payments to non-residents

On employment income (wage
tax)

Wage tax bracket only for
singles; for married special
wage tax bracket (upon choice)

Only wage tax bracket for
singles'3

On dividends

25% + 5.5% solidarity
surcharge of 25% = 26.38%

® 25% + 5.5% solidarity
surcharge of 25% = 26.38%'4

e 15% + 5.5% solidarity
surcharge of 15% = 15.83%
in case of a foreign corporate
entity (s 44, para 9, Income
Tax Act)

On interest paid by banks

25% + 5.5% solidarity
surcharge of 25% = 26.38%">

Usually n/a

On royalties

n/a

15% + 5.5% solidarity
surcharge of 15% = 15.83%"°

On payments to artists and
sportsmen

n/a

15% + 5.5% solidarity
surcharge of 15% = 15.83%°

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends (%) Interest (%) Royalties (%)
Algeria 15/5 10 10
Armenia 15/15 5 0
Argentina 15/15 15 1517
Albania 15/5 5 5
Australia!® 15/5 10 5
Austria 15/5 0 0
Azerbaijan 15/5 10 1019
Bangladesh 15/15 0 10
Belarus 15/5 5 3
Belgium 15/15 15 0
Bolivia 10/10%° 15 15
Bosnia-Herzegovina?! | 15/1522 0 10
Bulgaria 15/5 5 5
Canada 15/5 10 1023
China 10/5 10 10%4

13 Exceptions for EU residents.

14 Possibly reduced by Tax Treaty or Parent-Subsidiary Directive within the EU.
15 Possibly reduced by Tax Treaty or Interest and Royalty Directive within the EU.

16 Possibly reduced by Tax Treaty.

17 Government approval of the respective contract required; if not: unlimited (national) withholding

in Argentina.

18 Decrease of withholding tax on dividends to 0% if special circumstances are met.

19 For Know-how, patents, trademarks etc 5%.

20 From Germany to Bolivia; from Bolivia: 15%.

21 Tax treaty with former Yugoslavia is applicable.

22 No treaty provision for dividends from Bosnia-Herzegovina to Germany.

23 Decrease to 0% for copyright (not incl films for cinema and television), computer software,
industrial, commercial or scientific experience.

24 7% for commercial, technical or scientific equipment.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends (%) Interest (%) Royalties (%)
Croatia 15/5 0 0
Cyprus 15/5 0 0
Czech Republic 15/5 0 5
Denmark 15/5 0 0
Ecuador 15/15 1525 15
Egypt 15/15 15 2526
Estonia 15/5 10 10%7
Finland 15/5 0 528
France 15/529 0 0
Georgia 10/10%° 0 0
Ghana 15/5 10 8
Greece 25/25 10 0
Hungary 15/5 0 0
Iceland 15/5 0 0
India 10/10 10 10
Indonesia 15/10 103" 1532
Iran 20/15 15 10
Ireland 15/5 0 0
Israel 25/25 15 033
Italy 15/15 1034 528
Ivory Coast 15/15 15 10
Jamaica 15/10 12.535 10
Japan 15/1536 10 10
Kazakhstan 15/5 10 10
Kenya 15/15 15 15
Korea 15/5 10 1037
Kuwait 15/5 0 10
Kyrgyzstan 15/5 5 10
Latvia 15/5 10 1037
Liberia 10/15 2038 2039

25 10% in special cases, eg bank loan.

26 For trademarks, others: 15%.

27 5% for commercial, technical or scientific equipment.

28 0% for copyright (incl. television and broadcasting).

29 Dividends from Germany to France; from France to Germany: 0%.

30 Decrease to 5% or 0% depending on percentage of shareholding and amount of investment.

31 For special public loans: 0%.

32 Decrease to 10% for commercial, trade or scientific equipment, to 7.5% for technical services.

33 5% for patents, trademarks, know-how, films for cinema and television, commercial, trade or
scientific equipment.

34 Special exemptions (to 0%) applicable.

35 Payments to banks: 10%.

36 From Japan to Germany: 15/10%.

37 Decreased rate in case of trade, commercial or scientific equipment.

38 Payments to a bank: 10%.

39 In special cases, 10% applicable.
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Reduced rate available under the relevant Double Taxation Treaty
Country Dividends (%) Interest (%) Royalties (%)

Liechtenstein 10/0 0 0
Lithuania 15/5 10 1040
Luxembourg 15/5 0 5
Macedonia 15/5 5 5
Malaysia 15/5 10 o
Malta 15/5 0 0
Mauritius 15/5 0 10
Mexico 15/5 1042 10
Moldova 15/15 5 0
Mongolia 10/5 10 10
Morocco 15/5 10 10
Namibia 15/10 0 10
Netherlands 15/5 0 0
New Zealand 15/15 10 10
Norway 15/0 0 0
Pakistan 15/10 2043 10
Philippines 15/10 1544 10
Poland 15/5 5 5
Portugal 15/15 154 10
Romania 15/5 3 3
Russian Federation 15/5 0 0
Serbia & Montenegro*® | 15/1547 0 10
Singapore 15/5 8 8
Slovakia*® 15/15 0 5
Slovenia 15/5 5 5
South Africa 15/7.5 10 0
Spain 15/5 0 0
Sri Lanka 15/15 10 10
Sweden 15/0 0 0
Switzerland 15/0 0 0
Syria 10/5 10 12
Taiwan*? 10/10 10 10
Tajikistan 15/5 0 5
Thailand 20/15 2550 1551

40 Decreased rate in case of trade, commercial or scientific equipment.
41 7% for technical services.

42 Bank loan: 5%.

43 Payments to a bank: 10%.

44 Decrease to 10% in special cases, eg public loans.

45 Payments to a bank: 10%.

46 Tax treaty with former Yugoslavia is applicable.

47 No treaty provisions for dividends from Serbia and Montenegro to Germany.
48 Tax treaty with Czech Republic (as identical) applicable.

49 Tax treaty concluded by Taipei, applicable since 2013.

50 Payments to a bank: 10%.

51 Decrease to 10% in case of literature, artist or science.
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Reduced rate available under the relevant Double Taxation Treaty

Country Dividends (%) Interest (%) Royalties (%)
Trinidad and Tobago | 20/10 15°2 103
Tunisia 15/10 10 1554
Turkey 15/5 10 10
Turkmenistan 15/15 5 0
Ukraine 15/5 555 556
United Kingdom 15/5 0 0
Uruguay 15/5 10 10
United Arab Emirates | 10/5 0 10
United States of 15/5%7 0 0
America
Uzbekistan 15/5 5 3
Venezuela 15/5 5 5
Vietnam 15/10/5 10 10
Zambia 15/5 10 10
Zimbabwe 20/10 10 7.5

Note: the above rates are only available provided the specific treaty criteria are satisfied. As treaties

will not be identical, guidance should be sought in all cases.

e Different treaty tax rates for: dividends from intercorporate capital holdings/ dividends from

diversified holdings.

o Different rates may apply for copyright royalties for literary, dramatic, musical and artistic work.

There are several rules and exemptions regarding the levels of these withholding taxes.

52 Payments to a bank: 10%.
53 0% for copyright (excl. cinema, television and broadcasting).

54 Decrease to 5% in case of literature, artist or science.

55 Decrease to 2% in special cases, eg payments to banks.
56 Decrease to 0% for rights in literature, patents, brands, know-how, trade/ commercial and

scientific experience.

57 Decrease to 0% if special preconditions are met.
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V INDIRECT TAXES

Residents

Non-residents

Value Added Tax (VAT)

General
description

Tax on the supply of goods and services, imports and others

Entities obliged

e Any individual, partnership, corporation or other body, which carries out

to levy VAT economic activities
e On request no VAT, if turnover does not exceed €17,500 in the preceding
year and €50,000 in the current year
e Fiscal unity, if entrepreneur e No fiscal unity
owns more than 50% of shares
in subsidiary and if certain other
conditions are met®®
Taxable Supply of goods and services, import of goods, intra-Community
activities acquisition of goods, use of goods and services by entrepreneur or staff
Place of delivery or rendering of service must be in Germany
Exemptions e Lease of premises (in certain cases allowed to opt for VAT)
(examples) e Bank and insurance services
e Exports and supply of services in EU member state
e Certain hospital and medical care services
Refund of VAT | VAT on supplies and services paid Special refund system for non-
by an entrepreneur is deductible as | resident enterprises with no taxable
input tax, if supply or service was for | supplies in Germany
taxable supplies and services of his
enterprise
No credit for input tax paid on tax-
exempt supplies and services (main
exceptions: input tax for exports and
delivery of goods within the EU)
Tax liability e Normally supplier of goods and services
e Reverse charge for certain supplies of goods and services (eg real estate)
Tax rates e Regular rate = 19%

e Reduced rate = 7%59

Administrative
obligations

e Formal requirements concerning
business records and invoices

e Monthly tax self-assessments
plus annual tax return (smaller
companies quarterly or no self-
assessments)

o VAT identification number

e Registration for VAT purposes, if
rendering of supplies and services
in Germany

e Fiscal representation possible but
not obligatory

Real Property Tax

e Levied by cities at varying rates; special tax exemptions apply

Real Property
Transfer Tax

e Transfer of real estate located in Germany; transfers of shares in
corporations as well as participations in partnerships owning real estate,
if at least 95% of shares are transferred (certain exemptions apply; for
group structures, holding privilege available)

e Regular tax rate = 3.5%, but effective tax rate varies from state to state®®

58 Due to EU jurisdiction and subsequent jurisdiction of the Federal Tax Court, a partnership can
be a controlled entity in a VAT fiscal unity under special circumstances (Federal Tax Court,
2.12.2015,V R 67/14,V R 15/15 and V R 25/15).

59 For food, books, certain medical and cultural goods, etc.

60 4.5% in Hamburg; 5% in Baden-Wiirttemberg, Brandenburg, Bremen, Mecklenburg-
Vorpommern, Lower-Saxony, Rheinland-Pfalz, Saxony-Anhalt, Thiiringen; 6% Berlin and Hessen;
6.5% Northrhine-Westfalia, Saarland and Schleswig-Holstein.
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Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017



Ghana

(K Manu-Debrah, Nexia Debrah & Co, debrah@nexiadebrah.com)

MAIN LEGAL FORMS

Legal form
Characteristics

Partnership' and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

A minimum of two and maximum
of 20 partners

No LLP under Ghana law!

e A minimum of one shareholder
for Ltd and Plc

e Maximum of 50 shareholders
for Ltd

e No restriction for Plc

Directors

N/A

A minimum of two directors for
Ltd and Plc

Establishment

Partnership agreement or deed

Company Regulations (ie
Memorandum or Articles of
Association)

Registration

The Registrar General of Ghana is responsible for the registration of all

partnerships and companies

Minimum capital

None required by law

GH¢ 500

Liability Unlimited liability and every Liability limited to the value of
partner is jointly and severally any unpaid liability on issued
responsible for them shares

Governance The Board (or Council) of Partners | The Board of Directors

Audit requirements

Audit not required by law

Audited accounts due by law not
later than 6 months after every
accounting year

Taxation

Transparent

Corporate income tax on
worldwide profits

1

Under Ghanaian law, partnership firms are registered under the Incorporated Private Partnership
Act 1962 (Act 152). The law considers partnership firms as a separate legal personality distinct
from its owners. A change in the composition of partners does not therefore lead to the
automatic dissolution of the firm, as is the case in some jurisdictions. Notwithstanding this, each
and every partner of the firm is jointly and severally responsible for the liabilities of the firm.
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I CORPORATION TAX

Description

Legal form

Resident corporation Permanent establishment (PE)

General description

Corporate income tax

Taxable entities

Incorporated in the Republic PE located in Ghana, includes:
of Ghana, or having its
management and control
exercised from within Ghana
at any time during the year of

assessment

e a business carried on through an
agent or any such representative
of independent status acting in
the ordinary course of business in
Ghana

e a business having installed
substantial equipment or machinery

e having business operations in
Ghana requiring more than 90 days
to complete

Taxable income

Worldwide profits Profits derived by a PE in Ghana

Calculation of taxable
profits

All incomes/revenues accruing to the business less deductions allowable
by law

Interest payments

Debt-to-equity ratio should not exceed 3:1

Payment of interest to both resident and non-residents attracts 8%
withholding tax on the gross amount

Related party
transactions

Related party transactions should be at arm’s length rates

Tax year, return and
payment

The fiscal year in Ghana is January to December. Companies are
expected to file their tax returns by the end of the fourth month after the
end of their financial year, or by 30 April each year, whichever is earlier

The filing requirements include a full set of audited financial statements
together with the necessary forms disclosing relevant details about the
earnings of the company for the tax year involved

Tax payments are made on an advance quarterly instalment basis within
the year based on a self-assessement estimate submitted by the tapayer
to the Commissioner-General before the date of payment of the first
instalment

A final assessment is prepared after the filing of the audited accounts
with the Ghana Revenue Authority, and any difference is either paid by,
or refunded to, the tax payer

Capital gains Capital gains tax is now known as ‘gain or loss from realisation of assets
and liabilities’ and is added to business income or investment income,
as the case may be, and is taxed at the normal corporate tax rate

Losses All taxpayers can carry forward losses for a period of 3 years. Taxpayers
within priority areas can carry forward losses for 5 years

Tax group N/A

Tax rate e General corporate tax rate — 25%

e Companies engaged in mineral or petroleum operations — tax rate of
35% on chargeable income from such operations

e Companies principally engaged in the hotel industry — tax rate of 22%

e Company income from the export of non-traditional goods — tax rate
of 8%

o Manufacturing businesses located in regional capitals (except Accra
and Tema) — tax rate equivalent to 75% of the corporate tax rate

e Manufacturing businesses located outside the regional capitals — tax
rate equivalent to 50% of the corporate tax rate
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TAXES FOR INDIVIDUALS

Residents Non-residents
General Income tax is levied on the chargeable income of every chargeable
description person residing in Ghana in a year of assessment

Taxable entities
and taxable
income

Income derived from business,
employment, or investments
accruing in, derived from Ghana

Income derived from business,
employment, or investments
regardless of the source

Types of taxable
income

e Employment income
e Income from business activities
e Income from investments (eg interest, dividends, rent and royalties)

Calculation of

All gains and receipts less standard deductions and personal reliefs

, |income applicable under the law
% Tax year, tax e Year of assessment is the calendar year from 1 January to
g assessment and tax | 31 December
g | payment e A return of income must be filed no later than 4 months after the
- end of a basis period. For employment income a fixed monthly Pay
As You Earn (PAYE) regime is in place
Losses None
Tax rates Income (Monthly) Rate (%) Flat rate of 20%
First GH¢216.00 Nil
Next GH¢108.00 5
Next GH¢151.00 10
Next GH¢2,775.00 17.5
Exceeding GH¢3,240.00 25.0
Residents Non-residents
General Capital gains tax is now known as ‘gain or loss from realisation of
description assets and liabilities” and is added to business income or investment
income, as the case may be, and is taxed at the normal corporate
tax rate
Individuals can opt to pay at 15%
6 Taxable entities Resident individuals
© |and chargeable Chargeable assets: land and buildings in Ghana, businesses and
E assets business assets including goodwill, shares in companies, etc. Income
2 derived from the realisation of assets brought into or received in
'S Ghana
—= | Calculation of gain | Gains and losses are calculated by deducting the net book value of
s the assets disposed off from the sales proceeds realised at the date of
] disposal

Tax year, tax
assessment and tax
payment

To file with returns

Inheritance Tax

(IHT)

Losses Losses can be carried forward for 3 years
Tax rates 15% on the capital gain (optional)

Domiciled Non-domiciled
General Inheritance tax is not applicable in Ghana. However, a regime
description of gift tax is in operation in Ghana under which the value of gifts

given beyond a certain limit is subject to gift tax at the rate of 15%.
Exchange of gift between spouses, father and child or mother and
child and vice versa is exempt from gift tax
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IV WITHHOLDING TAXES

Under domestic law Payments to residents Payments to non-residents”
Dividends 8% 8%
Interest 8% 8%
Royalties 10% 15%
On payments to artists and 7.5% 20%
sportsmen Subject to applicable
international protocols

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Belgium 8% 8% 10%
France 8% 8% 12.5%
Italy 8% Nil Nil
South Africa 8% 8% 10%
United Kingdom 8% 8% 12.5%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.

2 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.
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V  INDIRECT TAXES
Residents Non-residents
General VAT is imposed on every supply of goods and services and the supply of
description any imported service, other than exempt goods and services
Entities obliged | All registered businesses
to levy VAT
Taxable Any activity that terminates in the exchange of goods and services for
activities valuable consideration and profit in the course of, or as part of, any
business activity including without limitation the following:
e processing of data or supply of information or similar service
e delivery of accounting, legal, or other professional services given in an
= advisory capacity but excluding banking and insurance
= e leasing or letting of goods on hire
‘z’ Taxable Exports of taxable goods and services
_‘E activities Exports of goods shipped as stores on aircraft and vessels leaving the
g |- zerorated | ierritories of Ghana
::: (examples)
g | Exemptions Goods or services with exempt status include imports of commodities such
E (examples) as musical instruments, agricultural inputs like fertilisers, books, medical/

surgical instruments and pharmaceutical products and related raw materials

Refund of VAT

Subject to certain conditions, VAT refunds may be paid by the commissioner
of domestic tax revenue upon receipt of an application from a VATable
entity within 30 days of the refund claim arising

Tax liability The tax liability is the excess of output VAT over input VAT in any reporting
period (ie a 30-day reporting cycle period)
Tax rates VAT rate is 15% and a National Health Insurance Levy of 2.5% making a

total of 17.5%

Administrative

obligations

Returns should be filed on or before the last working day of the month
following the month of transaction

Real Property Taxes

This generally varies with the value and location of the property, as well as
the local government authority involved

Stamp Duty

It is levied at 0.5% of the face value of the transaction and payable on items
such as stated capital on the incorporation of a company, as well as on the
transfer of landed property

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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(Mark Benady, Benady Cohen & Co, mbenady@benadycohen.com)

I MAIN LEGAL FORMS

Legal form

Characteristics

Partnership
and Limited
Partnership (LP)

Private
corporation
(Ltd) and Public
corporation (Plc)

Protected cell
companies (PCC)

Experienced
Investor Funds
(EIF)

Partners/
shareholders

e Two or more
e Only LPs are
restricted to no

e One or more

e Private corporations restricted to no
more than 50 shareholders

e One or more
e None

e Number
o Restrictions more than 20
partners
Directors Management Management by directors

by partners or
general partner
for an LP

Establishment

Partnership deed

Articles of
Association

Commission

Articles of Association for insurance
companies and collective investment
schemes; consent and approval is
required from the Financial Services

Registration

Gibraltar Companie:

PCCs and EIFs)

s House (and the Financial Services Commission for

Minimum capital

None

None except £20,500 for Plcs

A European Public Liability Company (EPLC) or Societas
Europaea (SE) requires issued share capital of €120,000

Liability Unlimited but Limited to capital | Limited to net Limited to capital
limited partners assets of the cell
of LP are limited and any non-
to capital cellular assets
Governance Partners, general | Managing director/Board of Directors, secretary,
meeting shareholders’ meeting
Audit requirements | None No audit required | Required

unless medium/
large-sized
enterprise or if
it is subject to
taxation
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Legal form

Characteristics

Partnership
and Limited
Partnership (LP)

Private
corporation
(Ltd) and Public
corporation (Plc)

Protected cell
companies (PCC)

Experienced
Investor Funds
(EIF)

Taxation

Partners are
subject to
Gibraltar income
tax on their share
of the profits

Non-Gibraltarian
resident partners
are only taxed on
Gibraltar sourced
income

Only corporation tax is charged and
only on Gibraltar sourced income

Most investment income and capital

gains are exempt

Tax transparent

Uses

Varied including
professional

and financial
organisations

Small and
medium-sized
enterprises. Plc
used for larger
companies

EPLCs allow

EU companies
to merge into
one entity while
avoiding legal
and practical
constraints

Insurance companies and collective
investment schemes
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I CORPORATION TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Gibraltar companies are subject to corporation tax only (see IV Withholding
Taxes below)

Taxable entities

e Companies are subject to corporation tax on Gibraltar sourced income
e Investment income and capital gains are exempt subject to tax on
intercompany loan interest in certain circumstances (see below)

Taxable income

e Profits from Gibraltar activities after deduction of all expenses which are
wholly and exclusively incurred in the production of income

e As from 1 July 2013, loan interest in excess of £100,000 per annum
received from a particular company (or connected companies) will also be
subject to tax

Calculation of
taxable profits

Accounting profit is adjusted for various tax add-backs and allowances to
arrive at profits chargeable to income tax

Interest payments

Interest expenses for trading companies are fully tax deductible assuming
they are at arm’s length

Related party
transactions

All related party transactions must take place on arm’s length basis

Tax year, return and
payment

e The tax year or the year of assessment for corporation tax purposes follows
the financial year end
e A tax return should be completed and submitted by nine months following
the year end. The filing requirements are as follows:
o For a ‘Large Sized Company’ with no Assessable Income — Tax Return
and Audited accounts
o For a ‘Medium Sized Company” with no Assessable Income — Tax Return
and Audited accounts, but P&L can be in abridged form
For a ‘Small Sized Company’ with no Assessable Income — Tax Return
and an abridged Balance Sheet only
o For any Company with Assessable Income up to £1,249,999 — Tax Return
and unaudited accounts containing Independent Accountant’s report
o For any Company with Assessable Income over £1,250,000 — Tax Return
& Audited accounts
e Payments on account due by 28 February and 30 September, with
balancing payments due nine months after accounting year end

o]

Capital gains There is no capital gains tax

Losses Trading losses of a company may be offset against any other income in the
tax year of the loss or carried forward and offset against future income of the
same trade

Tax rate e The standard rate of corporation tax is 10%
e Certain utility and energy providers and companies that abuse a dominant

position pay at a rate of 20%
Gaming tax Levied at 1% of the relevant income on online gaming activities. Capped at

£425,000 and a minimum of £85,000 per annum
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TAXES FOR INDIVIDUALS

Income Tax

taxable income

Residents Non-residents

General Tax levied on the chargeable income of a chargeable person for a year
description of assessment
Taxable Gibraltar residents are taxed on their Permitted individuals
income worldwide income with relief for double (non-residents who work

taxation in Gibraltar) are liable to

There are special categories of individuals | taxation on their Gibraltar

who have the tax capped, eg Category income only

2 (High Net Worth Individuals) pay a

maximum tax of £27,560 and a minimum

of £22,000 on worldwide income and

similarly High Executives Possessing

Specialist Skills (HEPPS) who are capped at

£29,940 per annum
Types of e Gibraltar Property income (overseas property income not taxable)

e Savings and investment income are not taxable

e Income from business activities

e Employment from personal services or pensions

e Income from trusts and estates received in Gibraltar

e Taxable income generated by a pension imported from another country
(eg QROPS) will be taxable at a special rate of 2.5%

Calculation of
income

Generally, that received in the year less applicable personal allowances

Tax year, tax
assessment and
tax payment

e Tax year — runs from 1 July to the following 30 June

e Tax assessment — individual returns and assessments for each taxpayer

e Returns must be filed by 30 November following the year of assessment

e Wages and salaries paid to employees are subject to tax deduction at
source

e Payments on account (if applicable) due by 31 January and 30 June
with balancing payment due by 30 November following tax year

Losses

Losses created by trading activities can be offset against other income or
carried forward against future profits
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Inheritance Tax

(IHT)

Residents Non-residents
Tax rates Income is either taxed using the Allowance | Non-residents are taxed
Based System or the Gross Income Based | under the Allowance
Method Based System applicable
Allowance Based System to residgnts, but may
14% on first £4 duced not receive any personal
° 1 0° on first £1,20000ge UCZ rjte) allowances and do not
° 70/" ohn ne);t ht h (standard rate) enjoy the reduced rate tax
® 39% thereafter (higher rate) band
Personal allowances are a minimum of
£4,088 and include numerous allowances,
such as mortgage interest and life insurance
A tax credit of £300 minimum, or 2% of
= the tax payable
s
] Gross Income Based Method
x « 16% on first £17,000
P; e 19% on next £8,000
g e 25% on next £15,000
8 e 28% on next £65,000
- e 25% on next £395,0000
e 18% on next £200,0000
e 5% on balance
GIB allowances of £5,000 for approved
expenditure on premises enhancement in
Gibraltar and up to £1,500 of mortgage
interest. Up to £1,500 allowance for
employee pension contributions and up to
£3,000 for medical insurance
Up to £3,000 for installation of solar
energy boilers
Tax rate applicable to trusts: 10%
Residents Non-residents
% General There is no capital gains tax, estate duty tax or wealth or other capital
o description taxes
c
" R
o O
<
‘e
]
O
Domiciled Non-domiciled
General There is no inheritance tax in Gibraltar
description
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends Nil
Interest Nil
Royalties Nil
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V  INDIRECT TAXES

Residents Non-residents

General No VAT in Gibraltar
E description
]
SE
e
%}
=]
[
Stamp Duty o Capital transactions are payable at a fixed rate of £10 (applicable to both

share and loan capital)
e On real estate:

First- and second-time buyers — 0% up to £260,000

Otherwise:

Up to £200,000 - 0%

Between £200,001 and £350,000 — 2% on first £250,000 and 5.5% on
balance

Over £350,000 — 3% on first £350,000 and 3.5% on balance
» Mortgages are subject to stamp duty at 0.13% (on mortgages not
exceeding £200,000) or 0.2% (on mortgages exceeding £200,000)

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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(Eleni Kaprani, Certified Auditors Nexia — Eurostatus SA,
ekaprani@eurostatus-nexia.gr)

I MAIN LEGAL FORMS

Legal form

Characteristics

Partnership and
Limited Liability
Partnership (OE or EE
in Greek) - Private
Company (IKE)

Limited Liability
Partnership (LTD)

Société Anonyme
Company or Limited
by Shares Liability
Company (AE)

Partners/shareholders

e Number
e Restrictions

e Two or more — One
or more for IKE
e None

e One or more
e None

e One or more
e None

Directors

Management by one
or more partners

or appointed
administrator(s)

Management by one or
more administrator(s)
appointed by the
partners

Management by
directors!

Establishment

Private document

Notarial deed

Notarial deed

Registration

Registered with the
General Commercial
Registry (GEMI)

Registered with the
General Commercial
Registry (GEMI)

Registered with the
General Commercial
Registry (GEMI)

Minimum capital

None

None

€24,000 divided into
shares

Liability

e For OE unlimited for
all partners

e For EE unlimited for
at least one partner

o For IKE limited to
capital contributions

Limited to subscribed
capital

Limited to share capital

1 Private company must have at least three directors. As of 2008, a corporate entity can be
appointed as director, with a representative thereof.
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Legal form

Characteristics

Partnership and
Limited Liability
Partnership (OE or EE
in Greek) - Private
Company (IKE)

Limited Liability
Partnership (LTD)

Société Anonyme
Company or Limited
by Shares Liability
Company (AE)

Governance

Civil law,
administrator(s),
partners’ meetings

Company Law
3190/55, administrator,
partners’ meeting.
Decisions in partners’
meetings require both
majority in capital and
majority in number of
shareholders

Company Law
2190/20, Managing
Director, Board of
Directors, shareholders’
meeting — corporate
governance

Audit requirements

None, unless two of

the following criteria

apply:

e turnover more than
€8m

e assets more than €4m

e more than 50
employees

No audit unless two of

the following criteria

apply:

e turnover more than
€8m

e assets more than €4m

e more than 50
employees

None if Private, unless

two of the following

criteria apply:

e turnover more than
€8m

e assets more than €4m

e more than 50
employees

Taxation

Corporate tax

Corporate tax

Corporate tax
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CORPORATION TAX

Description

Legal Form Resident corporation Permanent establishment (PE)

General description Corporate tax Corporate tax

Taxable entities Legal persons or entities PE located in Greece, foreign

incorporated or established companies holding real estate in
under Greek Law, or having their | Greece

registered address in Greece or
legal persons and legal entities
that have the effective place of
management or control in Greece
(excluding shipping companies)

Taxable income Worldwide profits Profits triggered by PE in Greece,

or holding and selling real estate
in Greece

Calculation of taxable | Accounting Profit +/— temporary or permanent tax adjustments?3
profits

Interest payments e Deductible, if tested with the average interest rate published by Bank

of Greece for interest on credit limits to non-financial corporations
restrictions to be observed?

e Thin capitalization is determined in relation to the taxable profits
before interest, tax and depreciations (EBITDA)

Related party Strict requirements for Transfer Pricing Documentation and annual
transactions disclosure to the tax authorities of a Summary Information with details

on transactions (amounts, transaction type and documentation method)
per related party

Tax year, return and Tax period coincides with the accounting period which is normally
payment the calendar year (1 January — 31 December). Legal persons or entities

with double-entry books can have their year ended on 30 June, or at
any other date to follow the year end of their shareholder, if a foreign
company participates with more than 50%. A company/corporate tax
return is filed within 6 months after accounting year end

Company/corporate tax is paid upon filing, together with additional
100% of the tax as prepayment for next year. Tax can be paid in
monthly instalments up to 8 months

The above percentage of prepayment is reduced to 50% for the newly
established business

Capital gains Capital gains are treated as ordinary business profits and are taxed

accordingly

2

Expenses or purchase of goods, assets and services from companies established in ‘black list’
countries or countries with ‘favourable tax regimes’ are not tax deductible unless the company
presents evidence that these represent actual business transactions and do not have the aim of tax
avoidance or tax evasion.

No interest deduction in the case of acquisition of ‘Black List’ shares or in favourable tax regimes.
‘Black list’ countries are non-EU countries mentioned in the OECD List and those that have

not signed with Greece and at least 12 other countries an Administrative Mutual Assistance
Agreement. ‘Favourable tax regimes’ include EU countries and any other country where the
transaction is not subject to or actually taxed or if the corresponding tax is less than 50% of

the tax that would be due in Greece. For transactions with ‘favourable tax regimes’, the Greek
company can prove that the transactions reflect actual and usual transactions and do not result in
the transfer of profits, or income, or capital, with the aim to avoid or evade taxes in Greece.



320 The International Tax Handbook

. . Legalibor Resident corporation Permanent establishment (PE)

Description

Losses Losses from foreign country sources can only be offset against income
from foreign country sources. Current year trading losses can be offset
against other current year profits
Losses exceeding trading losses can be carried forward and set off
against profits of the subsequent 5 years, with some restrictions in the
use of losses in case of change of ownership

Tax group Not allowed

Tax rate ®29%
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General Tax levied on the chargeable income of a chargeable person for a year of
description assessment
Taxable Residents are liable to tax on their Non-residents are liable to tax on
entities and worldwide income. An individual is | their Greek source income. Non-
taxable classified as a tax resident of Greece | resident status must be evidenced
income provided that a) he/she maintains

in Greece his primary residence or

habitual abode or the centre of his/

her vital interests or b) he/she is

physically present in Greece for a

period exceeding 183 days during

any 12-month period consecutively

or sporadically for the fiscal year,

during which the 12-month period

is completed
Types of e Property income (usually rent)
taxable e Income from capital investment (interest, sale of goodwill, dividends,
income royalties, income from real estate)

e Income from business activities
e Capital gains

Calculation of
income

e The net taxable income is determined after the deduction of certain
allowances and expenses from the taxpayer’s total income

e Employees are taxed on the Pay as You Earn (PAYE) system*

e The tax is calculated based on a tax scale which is amended regularly

Tax year, tax

o Tax year — calendar year

assessment e Tax assessment — individual self-assessment returns for each taxpayer

and tax e Individuals are assessed on income earned on different dates, according to

payment the type of income, starting from January to December following the year
of the corresponding income earned

Losses Trading losses are carried forward for 5 years to be offset against profits

4 PAYE withholding tax is calculated based on the applicable tax scale prevailing for the year. PAYE
tax is withheld from the employee and it is the employer’s obligation to pay it to the Tax Office
every 2 months. Any penalties for late payment or non-payment of PAYE tax are imposed on the

company.
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Residents Non-residents
Tax rates A. TAX SCALE FOR INCOME FROM SALARIES, PENSIONS AND
PERSONAL BUSINESS ACTIVITIES
Income Bracket | Tax Rate Scale Tax (€) | Total Income | Total Tax
(€) (€) (€)
<20,000 22% 4,400 20,000 4,400
>20,000 29% 2,900 30,000 7,300
<30,000
>30,000 37% 3,700 40,000 11,000
kS <40,000
g >40,000 45%
x B. TAX SCALE FOR INCOME FROM REAL ESTATE PROPERTY
=
g Income Tax Rate ScaleTax (€) | Total Income | Total Tax (€)
S Bracket (€) (€)
i
- <12,000 15% 1,800 12,000 1,800
>12,000 35% 8,050 35,000 9,850
<35,000
>35,000 45%
Income from dividends: 15%
Income from interest: 15%
Income from royalties: 20%
Any increase in assets deriving from an illegal or unjustified or unknown
source or cause is considered as income from business and taxed at 33%
Residents Non-residents
General Tax on increase in the value of asset between acquisition and disposal, not
description chargeable to income or corporate tax
Taxable e Any person resident in Greece Any person owning real estate or
entities and e Applicable to real estate located participating in Greece domiciled
chargeable in Greece and participations in companies®
5 |assets companies worldwide
< | Calculation of | Real estate (including participation in entities attracting more than 50% of
',_>é gain their value from real estate property in Greece): Sales price less acquisition
P cost with reductions based on the years of retention. The gain resulting from
‘s contract values is tested against minimum values based on site location
&} - . .
= and other characteristics of the real estate applicable at the time of sale and
= acquisition and the tax is calculated at the highest gain resulting
(] . . . . .
o Securities (including transfer of business as a going concern and transfer of

participation in partnerships): Net sales price less net acquisition cost. In
the case of non-public entities, the gain is tested against the value of the
entity as calculated based on a formula depending on profits, equity and
real estate assets of an enterprise and the tax is imposed on the higher gain
resulting

5 Double Tax Treaty to be observed.
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Residents Non-residents

Tax year, tax

Capital Gains tax resulting from the transfer of real estate property is payable

Inheritance Tax (IHT)

T |assessment before the signing of the sales contract

§ and tax Capital gains from the sale of securities are declared in the Annual Income

| | payment Tax Return regardless of whether proceeds have been collected or not

5 | Losses Losses from transfer of securities are not deducted against other types of

< income, but they can be carried forward for 5 years to be set off against

% future capital gains from the same source. Losses from the transfer of real

= . .

P estate property are not deductible and cannot be carried forward

'5 Tax rates Real estate: 15%

K Securities: 15%

Y The above rates are applicable on the condition that, based on the number

e of transactions during certain periods, the individual is not considered to

exercise business, ie trade of real estate property or trade of securities
Domiciled Non-domiciled

General Tax charged on a chargeable transfer of value made by a lifetime gift or
description estate on death
Taxable e The movable and immovable estate of the deceased or the donor is subject
entities and to taxation in Greece if the assets are situated in Greece, regardless of the
chargeable nationality or residence of the deceased or the donor and the heirs or the
assets beneficiaries

e The movable estate (ie tangible and intangible assets other than real estate
property such as cash, bank deposits, stocks, bonds, etc) of Greek tax
residents situated abroad is subject to taxation in Greece

o Real estate situated abroad is not taxed in Greece

e The movable estate of a foreign tax resident, individual or legal entity
situated abroad, which is donated to a Greek tax resident, is subject to
taxation in Greece

e Any annuity received by an heir, from the estate of a Greek tax resident is
not subject to income tax, but is subject to inheritance tax at the time of
the inheritance

e The tax is calculated based on a tax scale, which is different, almost every
year depending on the total value of the assets and the kinship between
the deceased or the donor and the heir or the beneficiary. From the tax
due in Greece, any relevant tax paid abroad, for the taxable assets, is
deducted subject to certain conditions

o If assets are situated in Greece, they are subject to taxation regardless of
nationality of the deceased or beneficiaries

e The movable estate of Greek tax residents situated abroad is subject to
taxation in Greece

Calculation of
charge

Value of estate less allowances

Taxable events

Gifts (money or assets) during life, inheritance

Allowances

Various allowances for primary residence based on family kinship

Tax rates

Tax rates vary between 0% and 40% depending upon total value of assets
and the kinship between the deceased and the beneficiary
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

sportsmen or technical
assistance /management fees

employed professionals

Dividends 15% 15%°
Interest 15% 15%°
Royalties 20% 20%°
On payments to artists and 0% to entities or 20% to self- | 20%°

Reduced or maximum rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Albania 5% 5% 5%
Armenia 10% 5% 5%
Austria 5% or 15% 10% 7%
Azerbaijan 8% 8% 8%
Belgium 5% or 15% 15% 5%
Bosnia-Herzegovina 5% or 15% 10% 10%
Bulgaria 10% 10% 10%
Canada 5% or 15% 10% 10%
China 5% or 10% 10% 10%
Croatia 5% or 10% 10% 10%
Cyprus 25% 10% 10% or Nil
Czech Republic local 10% 10%
Denmark 38% 8% 5%

Egypt 10% 15% 15%
Estonia 5% or 15% 10% 10%
Finland 47% 10% 10%
France local 10% 5%
Georgia 8% 8% 5%
Germany 25% 10% Nil
Hungary 45% 10% 10%
Iceland 5% or 15% 8% 10%
India local local local
Ireland 5% or 15% 5% 5%

Israel local 10% 10%

Italy 15% 10% 5%

Korea 5% or 15% 8% 10%
Kuwait 5% 5% 15%
Latvia 5% or 10% 10% 10%
Lithuania 5% or 15% 10% 5% or 10%
Luxembourg 38% 8% 5% or 7%
Malta 5% or 10% 8% 8%
Mexico 10% 10% 10%
Moldova 5% or 15% 10% 8%

6 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty or if
the EC Parent-Subsidiary Directive applies.
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Reduced or maximum rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Morocco 5% or 10% 10% 10%
Netherlands 35% 8% or 10% 5% or 7%
Norway 40% 10% 10%
Poland local 10% 10%
Portugal 15% 15% 10%
Qatar 5% 5% 5%
Romania 25% 10% 5% or 7%
Russian Federation 5% or 10% 7% 7%

San Marino, Republic | 5% or 10% 10% 5%
of

Saudi Arabia 5% 10% 10%
Serbia 5% or 15% 10% 10%
Slovakia local 10% 10%
Slovenia 10% 10% 10%
South Africa, Republic | 5% or 15% 8% 5% or 7%
of

Spain 5% or 10% 8% 6%
Sweden local 10% 5%
Switzerland 35% 7% 5%
Tunisia 35% 15% 12%
Turkey 15% 12% 10%
Ukraine 5% or 10% 10% 10%
United Arab Emirates | 5% 5% 5%
United Kingdom local Nil Nil
United States local Nil or local Nil
Uzbekistan 8% 10% 8%

Local: domestic rates apply.

Note: the above rates are only available provided the specific Treaty criteria are satisfied and special

DTT forms are obtained. It is possible that lower rates than those shown above may be available

provided that certain criteria are satisfied. As treaties will not be identical, guidance should be

sought in all cases.
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V  INDIRECT TAXES
Residents Non-residents
General Tax on the supply of goods and services (VAT)
description

Value Added Tax (VAT)

Entities obliged

Any individual, partnership, corporation or other entity, which

to levy VAT carries out economic activities

Taxable Supply of goods and services, import of goods, intra-Community
activities acquisition of goods, etc

Taxable Export of goods and supply of certain services with another EU
activities — Member State, or abroad

zero-rated

(examples)

Exemptions e Transactions related to the lease of any property located in Greece
(examples) or related to the sale of property built prior to 1 January 2006, or

property subject to property transfer tax

e Banking and insurance services
o Educational supplies of services

e Certain welfare services including hospital and medical care
services only if they are rendered from State Hospitals and

individual medical professionals

Refund of VAT

o VAT paid on supplies and
services is deductible as input
tax, if incurred in the course or
furtherance of the business and
for the purpose of executing
taxable supplies (including
zero-rated supplies)

e There is no credit for input tax
incurred which relates to the
provision of exempt supplies

Where mixed supplies occur
(taxable and exempt supplies),
subject to de minimis provisions,
input tax must be apportioned
and recovered according to a
partial exemption method

e EC 8th Directive refund system
for non-resident businesses
established within the EU,
providing its business is not
otherwise required to be
registered in Greece

e Strict time-limits apply to
claims

Tax liability Normally the supplier of goods and services is responsible for
charging VAT
Tax rates e Standard rate = 24%

o Reduced rate of 13% for basic consumer goods
e Reduced rate of 6% for books, newspapers, magazines and theatre

tickets

o Special reduced rates for certain Greek islands 4%-9%—-17%
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Residents Non-residents
Administrative | e Formal requirements e Registration for VAT purposes,
obligations concerning business records if making supplies of goods
= and invoices and services in Greece
= e Quarterly or monthly self- e Appointment of fiscal tax
g assessment VAT return plus representative obligatory for
l:l‘ quarterly or monthly payment non-EU providers
< of any VAT liability to Greek e As from May 2013, self-
o1 Tax Authorities registration is allowed for
o o VAT groups not allowed VATable entities established in
T o Certain arrangements may an EU Member state
3 need to be disclosed
5 e VAT identification number
= must be shown on all invoices
= issued
EU Invoicing Directive must be
adhered to
General Holding of rights on 1 January each year (full ownership, bare
description ownership, usufruct, right of occupancy or use) in real estate

property situated in Greece is subject to real property tax (ENFIA),
regardless of the permanent residence of the entity or of the
individuals

Annual Real Estate Property Tax

Tax rate for
legal entities

The basic tax is calculated at fixed amounts per square meter
(ranging from €2 to €13 per square metre for buildings and €0.0037
to €11.25 for land, depending on the location) multiplied by + or —
coefficients depending on the type of right, age of building, location
of the site and other characteristics. A supplementary tax is imposed
on all real estate owned by legal entities at the rate of 5.5% of the
objective tax value with certain exceptions depending on use of the

w
% real estate for certain business activities
= . . . .
> Property used for self-producing or carrying any type of business is
Ea_ no longer exempt from additional ENFIA and now taxed at the rate
3 of 1%
a - -
= Tax rates for The basic tax is calculated as above
P S
[ individuals A supplementary tax is imposed on individuals owning real estate
exceeding €300,000 in total, calculated at rates ranging from 0.0%
up to 1.15% depending on the total objective tax value owned
This is an additional tax imposed on the taxable value of real estate property situated
b in Greece, owned by legal entities established in non-EU countries or in countries
= x| with which Greece has not signed an Administrative Mutual Assistance Agreement. It
§ .| is also imposed on any other private legal entity which holds real estate property in
£ S | Greece, having commercial income less than real or imputed income from property
= §' and does not disclose the physical persons who are the beneficial owners of the
§_ 2 | company
b The tax rate is 15%
Stamp Duty Levied on transactions, which are not subject to VAT, or special

transfer taxes, such as loans, credit facilities, rents, shareholders’
deposits other than for capital increase or shareholders’ withdrawals
other than dividends, transfer of liabilities, etc

The rate varies from 1.2%-3.6% according to the type of
transaction
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Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017
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(Marco Monterroso, mmonterroso@wgarciayasociados.Com)

MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and
Limited Liability Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Partnership: No limit
LLP: No limit

Private corporation (Sociedad
Anonima (SA)) and Public
Corporation:

Minimum of 2

All shares must be nominative

Directors

Three as minimum (Board)

Establishment

Articles of Incorporation (Cédigo de Comercio)

Registration

Partnership, LLP and SA: Before a Public Notary and then registered at

Registro Mercantil

Public Corporation: Are created by Decrees issued by the Congress

Minimum capital

Partnership: Q5,000.00 minimum
LLP: Q5,000.00 minimum

Q5,000.00 minimum

Liability

Partnership: Social obligations are
guaranteed by a given capital and
partners are only required to respond to
the amount of their stock

LLP: For social obligations, only assets of
the company respond

Both are limited to capital

Paid-in capital

Governance

e Board or only one Administrator

A legal representative needs to be
appointed

e Shareholders
e Board or only one
Administrator

Audit requirements

Partnership financial statements are
required by Cédigo de Comercio

Full accounting, not all
companies are required by Sat
(responsible for the tax system
in Guatemala) to be audited

Some public corporation are
audited by Contraloria General
de Cuentas

Taxation

Corporation tax on income from a
source in Guatemala

Corporation tax on income
from a source in Guatemala

329
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I CORPORATION TAX

Legal form
Description

Resident corporation Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Anyone deriving Guatemalan sourced income

Taxable income

Income from goods and services provided in Guatemala

Calculation of taxable

e Gross income minus deductions (traditional method)

profits o 7% over invoiced monthly
Interest Normally deductible for entities under Central Bank system
payments

Related party
transactions

Since 1 January 2015, it is mandatory to present a study of transfer prices
with related parties transactions

Tax year, return and
payment

The general tax year is from 1 January to 31 December of each year.
Return and payment must be submitted no later than 31 March of the
following year

Capital gains Current laws, starting 1 January 2013, provide for an applicable tax rate
on capital from furniture and real estate and gains at 10%

Losses Losses other than capital losses may not be carried back or forward.
Capital losses may only be offset by two years with capital gains

Tax group No consolidation is possible

Tax rate Companies are subjected to income taxes, known as the income on

lucrative activities regime, with the rate of 25%

There is also an optional simplified regime on income from lucrative
activities with rates between 5% to 7%
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TAXES FOR INDIVIDUALS

Residents

Non-residents

Income Tax

General
Description

Individuals residing in Guatemala
and receiving income from labor
under a dependency relationship

An individual who remains in the
country for more than 183 days
during the calendar year, although
not continuously

Non-resident taxpayers who act
with or without a permanent
establishment in the country. Also
any transfer or credit note to their
headquarters abroad, without
consideration by permanent
establishments of

non-resident entities in the country

Taxable entities

Individuals and legal entities are

Individuals and legal entities are

taxable income

and taxable taxable taxable
income
Types of Every kind of income derived from any source

A very extensive definition of income has been traditionally taken by the

Tax Authorities

Calculation of
income

e Income on lucrative activities regime
e Optional simplified regime on income from lucrative activities
e Labor under a dependency relationship

Tax year, tax
assessment and
tax Payment

Three months after taxation year-end is the deadline to file tax returns

Losses Losses, other than capital losses may not be carried back or forward.
Capital losses may only be offset by two years with capital gains
Tax rates With permanent establishment:

e Income on lucrative activities regime, with the rate of 25%
e Optional simplified regime on income from lucrative activities with rates

of 5% to 7%

e Personal tax: Dependency relationships (only residents)

Taxable base Fixed

tax amount excess
0.01 to 300,000 0
Over 300,000 15,000

Marginal rate on

(GTQ)

5%
7%

*Fixed amount of 15,000 plus 7% on the surplus of 300,000

While not fulfilling the conditions
to be classified as a Guatemalan
resident, non-resident taxed at
15%, as specified in tax rates for
non-residents without a permanent
establishment. The taxable income
is constituted by the amount that
had been paid or credited into
account
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Residents Non-residents

General
description

Obtaining capital income and the realization of capital gains and losses,
in cash or in kind arising from assets

Taxable entities
and chargeable
assets

e Revenue from capital
e Revenue from real estate other than trading in such goods

Calculation of
gain

e Income from capital: consists of the income generated in cash or in
kind, unless specifically exempt income from capital

8 e Income from real estate: the income is generated in cash or in kind less
) 30% of that income deducted as expenses, unless proven otherwise
E Otherwise the gain is calculated as the price of the sale of the property or
@ rights less the cost of goods recorded in accounting books
'S Tax year, tax Capital gains must be paid within 10 days of the end of the month
= |assessment and | immediately following
S | tax payment
4]
O | Losses Can be offset against future capital gains, up to a maximum of two (2)
years from the time the loss occurred
Tax rates Current laws, starting 1 January Current laws, starting 1 January
2013, provide for an applicable tax |2013, provide for an applicable
rate on capital from furniture and tax rate on capital from furniture
real estate and gains at 10% and real estate and gains at 10%,
royalties at 15%, and payments to
artists and sportsmen at 15%
Domiciled Non-domiciled
General There is inheritance tax for bequests and donations mortis causa, movable
description property, cash, registered shares or marketable securities, regardless of
domiciled or non-domiciled
Taxable entities | Individuals and legal entities are taxable when they receive any
and chargeable | inheritance, bequests or donation
assets
Calculation of | The calculation takes into account the relationship the recipient had with
charge the deceased
Taxable events | The tax payment shall be based on the value of the property being
transmitted by inheritance, bequest or donation, making deductions like
[ debts, taxes and contributions and others
I
= | Allowances None
*
f Tax rates Ancestors Collateral
9 and consanguinity .
c
£ Children, descendants, :ie(:g[;iltwes
.é: spouses or except strange
£ partners  adopterand 2nd 3rd 4th ses
affinity
adopted
children
% %o % Y% Y% % %
Up to Q50,000.00 1 2 3 5 79 12
Up to Q100,000.00 2 3 4 6 9 10 14
Up to Q200,000.00 3 4 5 7 10 11 16
Up to Q300,000.00 4 5 6 8 11 12 18
Up to Q500,000.00 5 6 7 9 12 13 20
Higher amounts 6 7 8 10 13 14 25
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

Dividends 10% 10%
Interest 10% 10%
Royalties 10% 15%
On payments to artists and 10% 15%

sportsmen

Guatemala has not signed any tax treaties with foreign jurisdictions.
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V  INDIRECT TAXES
Residents Non-residents
General description VAT is collected on the exchange of goods or
services at the local level as well as on the cross-
border provision of services and the importation
of goods
Entities obliged to levy | Companies or individuals who sell goods
VAT or provide services locally and are legally
registered
Taxable activities All the activities except the export of goods and
services
Taxable activities — Companies incorporated as a free zone and
zero-rated (examples) | Maquilas which enjoy ten years of zero-rated
Exemptions Exportation of goods and services are tax exempt
(examples) These exemptions include:
x e Services provided by entities controlled by the
& :
= Superintendence of Banks, stock exchange
g brokers, insurance and reinsurance operations
2 e Issuance and transfer of some securities
g e Grants and donations to not-for-profit entities
r_>c e Transactions among cooperative entities and

their participants

o Importation of furniture by cooperative entities,
exclusively for their operations

o Importations under the temporary importation
system VAT tax returns shall be filed in a
monthly basis within a month following that
month reported in the tax return. The tax
amount in debt shall be payable in the due
date

Refund of VAT

Compensation of tax credits and debits

Tax liability Any consumer must pay VAT on goods purchased
Tax rates 12% tax rate

Administrative Tax monthly accounting

obligations Payment — next month

Real Property Taxes

VAT only for the first seller

Stamp Duty

For Real Property: 3% stamp duty applies from

the second sale

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017




Honduras

(Ronald F Romero, Nexia Auditores & Consultores, rromero@nexiahonduras.com;
Julio Gomez, Nexia Auditores & Consultores, jgomez@nexiahonduras.com)

I MAIN LEGAL FORMS

Characteristics
Legal form

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

e Minimum 2 partners
e None

e Ltd — Minimum 2 shareholders;
Plc — not applicable
e None

Directors

e A general director

General Manager

Establishment

A social deed registered

A social deed registered (Ltd)

Registration

Public Register of Property, Tax
Authorities, Social Security,
INFOP, RAP, Commerce Chamber

Public Register of Property, Tax
Authorities, Social Security, INFOP,
RAP

Minimum capital

HNL5,000 (US$263)

HNL25,000 (US$1,314)

Liability Just for the subscribed capital for | Just for the subscribed capital for
each partner each shareholder
Governance A general director Board of directors

Audit requirements

Only if the National Commission
of Banks and Insurances requires

Only if the National Commission of
Banks and Insurances requires

Taxation

Income Tax Law, Municipal Taxes
Law

Income Tax Law, Municipal Taxes
Law
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I CORPORATION TAX

Description
Legal form

Resident corporations and Non-resident corporations
with a Permanent establishment (PE)

General description

Corporation tax

Taxable entities

Corporations and branches incorporated in Honduras

Taxable income

Profits arising from operations (income before income tax)

Calculation on taxable
profits

Income tax:

Profits arising from operations (income before income tax) 25%; and a
solidarity tax contribution of 10% for 2011, 6% for 2012, 5% for 2013
and 4% for 2014 on the excess of HNLTm income before income tax
(this calculation is not deductible)

Net asset tax:

Alternative tax, used when there are no profits, or income tax is less than
this calculation

Calculated using the total assets less a deductible amount of HNL3m,
with an applicable rate of 1%

Total revenues tax:

Currently a new alternative tax is in the process of approval in the
National Congress, and proposes to apply a 1% charge on the total
yearly revenues for all entities with revenues over HNL100m, only if
income tax and net assets tax are less than this tax

Interest payments

Interests on borrowing are deductible, except if interests are paid to
partners

Related party
transactions

There is no restriction, only if the transactions cause benefits between
companies

Tax year, return and
payment

Tax year is the calendar year (January to December), except for
companies with special tax year

Tax group

None

Tax rate

e Income tax 25%

e Solidarity tax 5% (on the excess of HNL1m)

e VAT 12%

e Capital gains 10%

e Net asset tax (when there are no profits) 1% over the excess of total
assets less a deductible of HNL3m




Honduras

TAXES FOR INDIVIDUALS

Residents

Non-residents

General
description

Applied to Honduran source
coming from activities generating
personal income

Not applied to non-residents.
Except for individuals that generate
occasional income within the
Honduran territory

Taxable entities
and taxable
income

Individuals and legal entities are
taxable

Individuals and legal entities are
taxable

Calculation of
income

Salary income is computed by
applying a progressive table
which starts from 0% to 25%

Subject to withholdings under
a variable tax rate (5% to 35%)
(depending on the type of income)

3
=
%}
g
g | Tax year, tax Tax year — Calendar year; Payments can be made once the
~ | assessment and annual return filled within income has been received
tax payment 4 months; payments can be made
on presentation of the return,
or by quarterly payments in
advance. Individuals with annual
income lower than HNL150,000
(US$7,865) are exempt from
income tax
Losses None None
Tax rates 0% to 25% 5% to 35%
General Tax on increase in the value of Tax on increase in the value of
description assets between acquisition and assets between acquisition and
= disposal disposal
5 | Taxable entities Individual; the net value of Only assets located in Honduras
< |and chargeable property transfer
E assets
2 | Calculation of On the excess of the cost and On the excess of the cost and sales
&% | gain sales price price
£ | Tax year, tax Calendar year; by a return filled | Calendar year; by a return filled
S | assessment and within 4 months; payments are within 4 months; payments are
Y | tax payment made on presentation of return made on presentation of return
Losses None None
Tax rates 10% 10%
. Domiciled Non-domiciled
-
L | General Tax for recipients on inheritances | Tax for recipients on inheritances
% description
> | Taxable entities Individuals Individuals
o
£ | and chargeable
£
= |assets
o - - - -
< |Taxable events Inheritances received Inheritances received

Tax rates

10%

10%
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents

sportsmen

Dividends 10% 10%
Interests 10% 10%
Royalties 10% 10%
On payments to artists and 10% 10%

Honduras has not entered into any double tax treaties that might reduce the rates above.
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V  INDIRECT TAXES

Residents Non-residents
General description | Tax on the purchase and supply of goods and services
Entities being Individuals and all entities, except for entities previously authorised by
obliged to levy VAT | tax authorities or special regime
Taxable activities — | Purchase and supply of qualified Purchase and supply of
zero-rated goods and services qualified goods and services
(examples)
Taxable activities — | @ Exports None
zero-rated e entities under special regime
(diplomatic and international officer)
£ | Exemptions e Financial services None
< | (examples) e healthcare
= e social services
= e education
]
2 o duty-free stores
g e certain goods and services exempt:
g medicines, computers and IT
§ systems
Refund of VAT None None
Tax liability Individuals and all entities Individuals and all entities
Tax rates 12% general 12% general
15% liquors and tobacco 15% liquors and tobacco
16% hotels 16% hotels
Administrative To be registered as a Withholding None
obligations Agent with Tax Authorities; file and
paid (when applicable) monthly VAT
returns
Real Property Taxes Not applicable, but a tax of 1.5% on | Not applicable, but a tax of
the transaction value must be declared | 1.5% on the transaction value
and paid must be declared and paid
Stamp Duty None

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,
Douglas, Isle of Man, IM1 1SA

© Nexia International 2017






Hong Kong

(Brenda Chan, Nexia Charles Mar Fan & Co, brenda@charles-marfan.com)

I MAIN LEGAL FORMS

Legal form
Characteristics

Partnership and Limited
Liability Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners /shareholders

e Number
e Restrictions

Partnership:

at least two and cannot be
more than 20 partners

Ltd:

at least one and not more than
50 shareholders

Limited Partnership: Plc:

at least two and shall not one or more

consist of more than

20 persons and must consist

of at least one general partner

and one limited partner

Restrictions:

none

Directors Management by partners Ltd:

at least one director
Plc:

at least two directors

Establishment

By partnership agreement

Set up under the Companies
Ordinance

Registration

Partnership: not necessary to be registered with the Hong Kong

Companies Registry

Limited Partnership, Ltd, Plc: registered with the Hong Kong

Companies Registry

Minimum capital

None

o None (for practical purposes
this is not usually less than
HK$1,000 or the equivalent
in a foreign currency)

e A minimum of one share can
be issued to each shareholder
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Characteristics

Legal form

Partnership and Limited
Liability Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Liability

Partnership:

e jointly and severally liable for
all debts and obligations
Limited Partnership:

e general partners shall be
liable for all debts and
obligations

e limited partners shall
be liable for debts and
obligations within the
amount they have agreed to
contribute

Limited to share capital
subscribed

Governance

Governed by the partners

Governed by the Board of
Directors

e secretary

e shareholders’” meeting

e annual general meeting

Audit requirements

None

Annually

Taxation

Subject to profits tax on their profits arising in and derived from
Hong Kong. Partnerships are transparent for tax purposes

Usage

Professional practices

All other businesses
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I CORPORATION TAX

. L. Sl G Resident corporation Permanent establishment (PE)
Description
General description Profits tax
Taxable entities Companies and partnerships PE located in Hong Kong

Taxable income

Profit arising in or derived from | Profits derived by PE in
Hong Kong Hong Kong

Calculation of taxable profits

Accounting profit is adjusted for various tax add-backs
and allowances to arrive at profits chargeable to profits
corporation tax

Interest payments

Interest expenses are tax deductible if related to the generation
of taxable profits

Related party transactions

All related party transactions must take place on an arm’s length
basis

Tax year, return and payment

Tax returns are issued in April each year and are required to be
filed within one month

However, by special concession the following extensions for
filing are usually granted:

Year-end Filing date
1 April to 30 November 30 April of the following year
1 December to 31 December 15 August of the following year
1 January to 31 March 15 November of the same year
Capital gains Not taxable
Losses Net operating tax losses may be carried forward and set off
against future taxable profits
Tax group None
Tax rate e 16.5% for limited companies

e 15% for partnerships
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TAXES FOR INDIVIDUALS

Residents Non-residents

Income Tax

General description

Tax levied on the chargeable income of a chargeable
person for a year of assessment

Taxable entities and taxable
income

Non-resident individuals
are taxable on income
derived in Hong Kong

Resident individuals are
taxed on income arising
in and derived from
Hong Kong

Types of taxable income

e Property income (usually rent)

e Income from business activities

e Employment income from personal services or
pensions

Calculation of income

e Property income less 20% allowance for repairs and
outgoings

e Income from business activities is adjusted for
various add-backs and allowances to arrive at profits
chargeable to tax

e Employment income or pensions on gross basis

Tax year, tax assessment and
tax payment

Tax year — ends on 31 March each year
Tax assessment — individual self-assessment returns for
each taxpayer

Return forms are issued on 1 April each year and must
be submitted within one month

Losses Losses may be carried forward and set off against
future income on the election of personal assessment
(combining all heads of income for assessment)
Tax rates Band Rate
(HK$) (%)
First 40,000 2
Next 40,000 7
Next 40,000 12
On the remainder 17
Standard rate 15
- % General description Not taxable
E=E
~26
‘s =
“o
Domiciled Non-domiciled

Inheritance

Tax (IHT)

General description

No inheritance tax
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IV WITHHOLDING TAXES

Under domestic law

Payments to residents

Payments to non-residents'

Dividends Nil
Interest Nil
Royalties Nil 4.95%/16.5%

On payments to artists and sportsmen | Nil

10%/11%

Reduced rate available under the relevant Double Taxation Treaty

Country Dividends Interest Royalties
Austria Nil Nil 3%
Belgium Nil Nil 4.95%
Brunei Nil Nil 4.95%
Canada Nil Nil 4.95%
China Nil Nil 4.95%
Czech Republic Nil Nil 4.95%
France Nil Nil 4.95%
Guernsey Nil Nil 4%
Hungary Nil Nil 4.95%
Indonesia Nil Nil 4.95%
Ireland Nil Nil 3%
Italy Nil Nil 4.95%
Japan Nil Nil 4.95%
Jersey Nil Nil 4%
Korea Nil Nil 4.95%
Kuwait Nil Nil 4.95%
Liechtenstein Nil Nil 3%
Luxembourg Nil Nil 3%
Malaysia Nil Nil 4.95%
Malta Nil Nil 3%
Mexico Nil Nil 4.95%
Netherlands Nil Nil 3%
New Zealand Nil Nil 4.95%
Portugal Nil Nil 4.95%
Russia Nil Nil 3%
Qatar Nil Nil 4.95%
South Africa Nil Nil 4.95%
Spain Nil Nil 4.95%
Switzerland Nil Nil 3%
Thailand Nil Nil 4.95%
United Arab Emirates | Nil Nil 4.95%
United Kingdom Nil Nil 3%
Vietnam Nil Nil 4.95%

Note: the above rates are only available provided the specific Treaty criteria are satisfied. It is
possible that lower rates than those shown above may be available provided that certain criteria are
satisfied. As treaties will not be identical, guidance should be sought in all cases.

1 Reduced rates of withholding tax may apply where there is an appropriate double tax treaty.
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V  INDIRECT TAXES

Residents Non-residents

General description

Tax on the supply of goods and services (VAT)

Entities being obliged to
levy VAT

Value Added Tax
(VAT)

There is no VAT or sales tax, with the exception of a first
registration tax on automobiles

Real Property Taxes

Stamp duty on transfer of immovable property in

Hong Kong ranges from 1.5%-8.5% based on the

value of the properties

For properties resold within less than 36 months, special
stamp duty ranges from 10%—-20%

For buyer of residential properties, buyer stamp duty of
15% is due

Stamp Duty

On transfer of Hong Kong stock: 0.1% of the amount of the
consideration

Nexia International does not accept liability for any loss arising from any action taken, or omission, on
the basis of this publication. Professional advice should be obtained before acting or refraining from
acting on the contents of this publication. Membership of Nexia International, or associated umbrella
organizations, does not constitute any partnership between members, and members do not accept any
responsibility for the commission of any act, or omission to act by, or the liabilities of, other members.

Nexia International is the trading name of Nexia International Limited, a company registered in the
Isle of Man. Company registration number: 53513C. Registered office: 2nd floor, Sixty Circular Road,

Douglas, Isle of Man, IM1 1SA

© Nexia International 2017




Hungary

(Jozsef Lang, ABT Hungaria Kft., jozsef.lang@abt.hu)

MAIN LEGAL FORMS

Characteristics

Legal form

Partnership and Limited Liability
Partnership (LLP)

Private corporation (Ltd) and
Public corporation (Plc)

Partners/shareholders

e Number
e Restrictions

Unlimited partnership (Kkt):

e No restrictions on number or
type of partners

e Each partner has unlimited
liability

Limited partnership (Bt):

e General partner has unlimited
liability, limited partners have
limited liability

e The number of partners is not
restricted, but at least one
limited partner and one general
pa