Building a better
working world



General regime

Financial services differentiated
regime

» Taxpayers in general

» Regulated service fees
charged by banks

o O o

KA

Application

Financial services (credit transactions,
foreign exchange, insurance, reinsurance,
consortiums, leasing, factoring,
securitization, pension plans, payments
schemes, transactions with securities and
other operations involving funding,
intermediation, asset management, or
administration of resources)

Other services provided by organized
markets infrastructure or institutions
authorized to operate by the Brazilian
Central Bank

A4

Non-cumulative

A4

@ Payments for Fhe ach|.5|t|on
L g of goods, services, or rights
R~ should be creditable

Tax credits

Will be defined by Complimentary Law
("CL"), being possible the cumulative regime

Potential discussion on the necessity of
banks start issuing invoices on the portion of
requlated services fees subject to the
general regime

A4

Will be defined in CL

o

Calculation basis

Will be defined in CL, being possible to use
the gross revenue

\4

p Federal, state, and municipal tax

D Q authorities have autonomy to
Q define their own tax rates

Tax rates

CL may apply a standard rate
for financial services

EY | Brazilian Tax Reform| 2



Current model

Tax reform

©);

Application of the
differentiated
regime

» Subjective criteria based on
the nature of the legal entity

» The legal entities subject to
the differentiated regime are
defined under domestic tax
legislation

Objective criteria based on the type of
activities

Hybrid regime for banks, in which financial
services are subject to the differentiated

regime, and regulated service fees to the
general regime

®
©

Responsability of
payment agents

» The Brazilian Tax Code requires
a connection of the third-party
agent with the taxable event to
attribute to third-party the tax
responsibility

CL may define as tax-responsible third-party
which concurs to the realization, execution,
or payment, extending the alternatives to
attribute responsibility to third-parties

The change may impact payment
intermediaries such as banks, payments
players, and marketplaces

» Taxes levy on the location of the
service provider location
(branches or headquarter)

» Key activities or insurers and

pensions plans should not be
subject to state or municipal taxes

» Payments players, funds service

v

As general rule the tax will levy on the
destination of service, with a potential
integrated collection by the state and
municipal tax authorities via Federative
Council to be defined by the CL

Taxation by state and by municipal tax
authorities of revenues previously taxed

Place of providers, leasing, healthcare solely by the federal tax authprities (e.q.,
taxation providers, and consortiums bank spread, insurance premiums)
preserved the municipal tax » CL may change the location of taxation to
payment on the location of the the place where the service are made
service provider after judicial available or where the service are provided
discussion of CLs 157/16 and
175/20
or= » Financial revenues of non-financial » Potential non-application of the new taxes
/éE institutions on the actual profit (IBS and CBS) on financial revenues of non-
ﬂ_ method should be subject to PIS financial service providers
Financial and Cofins at nominal combined
revenues for rates of 4.65%
n‘on-fina'ncial » Financial revenues of non-financial
institutions

institutions under the presumed
profit method may not be subject
to the PIS and Cofins

EY | Brazilian Tax Reform| 3



EY | Building a better working world

EY exists to build a better business world, helping to create long-
term value for clients, people, and build trust in the capital markers.

Enabled by data and technology, diverse teams from EY in over 150
countries provide trust through quality assurance and helping client
grow, transform and operate.

Working across assurance, consulting, law, strategy, tax, and
transactions, EY teams ask better questions to find new answers to
the complex issues facing today.

EY refers to the global organization and may refer to one or more
affiliates of Ernst & Young Global Limited, each of which being a
separate legal entity. Ernst & Young Global Limited, a UK limited
company by quarantee, does not provide services to clients.
Information about how EY collects and uses personal data, and a
description of the rights of individual s have under data protection
legislation, is available at ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information
about our organization, visit ey.com.

This communication has been issued by EYGM Limited, a member of the
global EY organization that also does not provide services to clients. ©2023
EYGM Limited.
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