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This guide offers an overview of legal aspects of establishing an entity and conducting business in the
requisite jurisdictions. It is meant as an introduction to thesarketplacesand does not offer specific

legal advice. This information is not intendédl create, and receipt of it does not constitute, an
attorney-client relationship, or its equivalent in the requisite jurisdiction.

Neither the International Lawyers Network or its employees, nor any of the contributing law firms or
their partners or empmyees accepts any liability for anything contained in this guide or to any reader
who relies on its content. Before concrete actions or decisions are taken, the reader should seek
specific legal advice. The contributing member firms of the Internationay&s Network can advise

in relation to questions regarding this guide in their respective jurisdictions and look forward to
assisting. Please do not, however, share any confidential information with a member firm without first
contacting that firm.

Thisguide describes the law in force in the requisite jurisdictions at the dates of preparation. This may
be some time ago and the reader should bear in mind that statutes, regulations and rules are subject
to change. No duty to update information is assunisdthe ILN, its member firms, or the authors of
this guide.

The information in this guide may be considered legal advertising.
Each contributing law firm is the owner of the copyright in its cwtion. All rights reserved.
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ESTABLISHING A BUSINESS

Types of business entities

The two most common types

adopted in Argentina are the limited liability

O2YLJ ye 6a{ 20ASRIR
[ AYAGE RE € 2N a{w[ €UV
6a{20ASRIR !'YysyAYIl ¢

ENTITY IN ARGENTINA

entity, the Simplified Company ("SAS")hieh is

of legal entities

Argentina incorporated a new type of legal

expected to simplify procedures, corporate
bodies and reduce costs for new companies.
R BelowwBuavillzfiffidid: cdriparatiRel aRalysis of
| thé Rnost fielé\@ant cliagadidriddidslarid xh2 Pasic
2 Nifferemded betwe®n anlSKL, 8 BAST =

CORPORATNO

SIMPLIFIEDORPORATION

LIMITED LIABILITY COMPAN

G{h/L95!5 !
wO{thb{!.L[L5!

Creation A sociedad anénima $¥
must be formed through a publ|
deed, and then be registered with tH
Public Registry of Commerce.

The name of the company mu

Ay Of dzRS iKS b 3
l'YysyAYLFé 2N GKS
a{ ! dé

Creation A sociedad por accione
simplificada 60 $A% OUmay be formeg
through a public deed or through a priva
document.The name of the company mu
include the words "Simplified Company"
the abbreviated form "S.A.S.".

Creation Asociedad de responsabilid
limtada6$RE O Yl & 0SS ¥
a publc deed or through a privat
document, and then it must b
registered with the Public Registry
Commerce.

The name of the company must inclu
0dKS g2 NRa& a{ 1
wSalLkRyalroAitf ARIR

o ONBGALFGSR F2NXY

Capital The corporate capital is
divided in shares. The SA may is
classes of shares having the right
more than one vote per share. Shal
must be issued in registered form.

The minimum registered capital |
create a SA is AR$ 100,000 (app
US$1,700). Subscels must pay in a
least 25 % of the subscribed capi
amount at the time of the creation ¢
the SA. If the SA has only o
shareholder, the capital must be pa
in a 100% at the time ¢
incorporation.

Capital The corporate capital is divided
shares.The SAS may issue classes of sh
having the right to more than one vote p
share. Shares must be issued in registe
form.

The capital cannot be less than an amo
equivalent to two (2) times the minimu
wage (this currently amounts to apprg
US$S 00). Subscribers must pay in at le
25 % of the subscribed capital amount
the time of the creation of the SAS if it is
cash, if It is in kind the 100 % must be p
at the time of incorporation.

Capital The corporate capital is dividg
in quotas. All quotas must have tk
same face value and voting righ
Quotaholders may own more than of
quota.

Although there is no minimur
registered capital to create an SRL,

Registry usually requires approx. 309
the minimum capital of an SA, i
AR$ 30,000 (approx. US$5(Q
Subscribers must pay in at least 25 9
the subscribed capital amount at t
time of the creation of the SRL.

Shareholders The SA may have ol
(1) or more shareholders
Shareholders may be individuals
companies, whetherolcal or foreign.

Should the company have two |
more  shareholders, the Publ
Registry of Commerce requires th

the minority shareholder hold at lea|

ShareholdersThe SAS may have one (1
more shareholders. Shareholdersay be
individuals or companies, whether local
foreign.

Quotaholders The SRL requires at le
two quotaholders with a maximum ¢
fifty. Quotaholders may be individua
or companies, whether local or foreigr

Should the company have two or mg
quotaholders, the Public Registry
Commerce requires that the minori
shareholder hold at least 2 % of t

ILN Corporate Groupy Establishing a Business Entity Serie:
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2% of the corporate capital.

corporate capital.

Participation in _other companiesAn

Participation in other companie#\ single

SA can only be part of another !

shareholder SAS cannot be a shareho

Participation in other companiesSRI
are not subject to limitationsegarding

(corporation) or SRL. A sing| of other singleshareholder companies. | participation in other companies.
shareholder SA cannot be

shareholder of  other  single

shareholder companies.

Board of Directors The| Board The board may have one or md Managers The administration of th

administration of the SA is performe
by a Board of Directors, with at les
one member. Directors must [
individuals and not legal persons. T
directors do not need to b
shareholdersDirectors must procurt
a tax ID in Argentina. The majority
the directors must have their domici
in Argentina (please note that th
requirement is residence and n
nationality). Directors may hold offic
for a maximum period of thre
consecutive terrs. However, thei
appointment is renewable withou
limitations.

The board must meet at least oni
every three months.

The representation of the SA
carried out by the Chairman of th
Board of Directors.

members, of vaom at least one should b
an Argentine residentDirectors must be
individuals and not legal person&oard
members who are not Argentine reside
should obtain a foreigner tax ID (CDI) &
appoint a representative in Argentina.

One of the board members ust act as
legal representative of the SAS and m
obtain a local tax ID (CUIT).

Directors may hold office for a determing
or indeterminate period.

SRL is performed by one or mg
managers. The managers may
individually or as a corporate boq
similar to a board of directors
Managers must be individuals and r
legal persons. The managers do
need to be quotaholders. Manage
must procure a tax ID in Argentina. T
majority of the managers must ha
their domicle in Argentina (please nof
that the requirement is residence a
not nationality). Managers may ho
office without term limitations.

Directors Liability  Directors are
jointly and severally liable vé&vis the
company, shareholders and thi
parties for the poor performance o
their duties, as well as for nel
compliance with the law, bylaws (
regulations and for any damag;
caused by fraud, abuse of thg
faculties or serious fault. They mu
fulfill their obligations in a loyal wa
and as a "good Usinessman". Ther
are some exceptions to the rulg
described above.

Directors Liability The directors ar
individually or jointly liable, depending ¢
the organization of the management a
the regulation of its operation establishé
in the contract. Ifa plurality of directors
participated in the same events generati
responsibility, the court may determin
their liability pursuant to their person:
involvement in the events. Provisio
relating to the responsibility of directors
an SA are applicablehen management i
organized as a board.

Managers Liability:The managers ar
individually or jointly liable, dependin
on the organization of the manageme
and the regulation of its operatio
established in the contract. If a plural
of managers partipated in the sam
events generating responsibility, t
court may determine their liabilit
pursuant to their personal involveme
in the events. Provisions relating to t
responsibility of directors of an SA ¢
applicable when management
organizedas a board.

{ KI NBK2f RS Winaally,att
{KIFNBK2ft RSNEQ a8
financial statements, and if profit ha
been obtained it can approve th
distribution of a dividend to th¢
shareholders.

{ KI NBK2f RS NEAANually, S Ba
Shareholder® aSSiAy3 o)
financial statements, and if profit has be
obtained it can approve the distribution

a dividend to the shareholderResolutions
may be adopted through written consent

vdz2z i1 K2 f RS N&nuallya $hé
vdzz (i | K2t RQN@Bidera $
financial statements, and if profit ha
been obtained it can approve th
distribution of a dividend to thg
guotaholders

Corporate RecordsAn SA must hay

Digital Records The SAS must keep t

Corpoate Records An SRL may ha

ILN Corporate Groupy Establishing a Business Entity Serie:
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at least four corporate books, ¢
Fft26ayY { KI NBK
Minutes, Board Meetings Minutes
Shareholders Registry and Attendar
G2 {KINBK2f RSNA(
plus accounting records.

following electronic records: Minutes Bog
{ K NBK2t RSNRa wS3)
records.

only one corporate book fg
vdz2z i K2t RSNEQ | YR
Minutes plus accounting records.

{8V RAOK{ &Yy RA:OSyrdicq
act as internal auditors of an §
verifying that it complies witl
applicable law. Allsyndics must b
lawyers or accountants. Tk
appointment of one or more syndiq
is optional, unless the SA (i) has

corporate capital in excess
AR$ 50,000,000 (approx. Ui
800,000), (i) has only or
shareholder, (ii) is a public

companies, (iv) is ovad by the
government (51 % or more of share|
(v) is engaged in financial or savil
activities, (vi) is a public utilitig
company, or (viii) controls or
controlled by a company included
items (i) through (vi) above.

{8YRAOK{&8YRAOQA
appointment of syndics is optional.

The

{8YVRAOKk{ &Yy RA@Yan SR
with a corporate capital in excess
ARS$ 50,000,000 must appoint a syndi

Transfer of SharesShares may b
transferred without limitations, an(
any transfer is registered in th
Shareholders Registry.

Transfer of Shares Shares may b
transferred without limitations, and an
transfer is registered in the Shareholde
Registry.

Transfer of Quotas Quotas may b
transferred without limitations
However, the transfer must b
registeed with the Public Registry
Commerce to be enforceable agair
third parties.

{ KI NBEK2f RS Nshafzholded
are granted limited liability for the
liabilities in which the SA may inct
Only in certain cases of bankruptcy
of fraud (in particlar, in the fields of
labor and tax law) the shareholde
YI & 0S KStR Al
obligations.

{ KI NBEK2f RS Nshafeholders I ad
granted limited liability for the liabilities i
which the SAS may incur. Only in cert
cases of bankruptcyor of fraud (in
particular, in the fields of labor and tax la
the shareholders may be held liable for t
{'{Q 206tA3riGA2Yya

vdz2 i K2 RS:NBWtaholddrs
are granted limited liability for th
liabilities in which the SRL may inc
Only in certaircases of bankruptcy or

fraud (in particular, in the fields of lab
and tax law) the quotaholders may

KStR tAlL0ofS F2NJ &

Corporate ObligationsAnnually, the
SA must file its financial statemer
with the Public Registry of Conamte,
as well as a service fee to the Pul
Registry of Commerce (which is 1
significant).

Corporate ObligationdN/A.

Corporate ObligationsOnly SRL with
corporate  capital in excess
AR$ 50,000,000 must file its finang
statements with thePublic Registry ¢
Commerce.

ILN Corporate Groupy Establishing a Business Entity Serie:
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2. Other relevant corporate matters

or legal entities) can be a shareholder of a
company organized in Argentina. In order to
participate in local companies in Argentina,
foreign companies must register before the
local Public Registry of Commerce. Both
individual and legal entities shall obtain a
foreign Tax ID before local Tax Authorities.

one or more of the board members must be
Argentine residents. NocArgentine board
members will need to obtain a local Tax ID
before local Tax Authorities and pay social
security taxes in connection with their office as
directors.

2y
LJdzN1J2 &S YR Ay Rdza i NE
activities are carried out, certain permits might
be necessary to operate.

3. Outline of Argentine Tax Regulations
(notwithstanding the application of Double Tax
Treaties)

Please find below a general description of the
main taxes applicable to companies in
Argentina. This should be analysed on each
specific case aexceptions or special regimes

may apply.
NATIONAL TAXES:

Corporate Income Taxhe current corporate
income tax rate is 30 % on the net income of
the local company. From 2020 onwards, this
rate will be of 25 %.

Withholding tax in dividendsA withholding &x
applies to the payment of a dividends of a 7 %
rate. From 2020 onwards, such rate will be of
13 %.

Minimum presumed income taxA 1 % tax on
GKS G2aGFf @FfdzS 27
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payment for income tax. Note that this tax has
been abolisheds from 2019.

Value Added Taxthe general VAT rate for
Argentine operations is 21 %. Exemptions may
apply to certain activities.

Bank credits and debits taxAll movements on
bank accounts are subject to a 0.6 % tax rate on
the debits and a 0.6 % tax rabve the credits.

Customs dutie¥ L Y LJ2 NIi k S E LJ2 NI
taxed at different rates according to each tariff
position (identification N° for customs
purposes)Pursuant to the recently enacted Act
No 27,467, during fiscal years 2019 and 2020
exports of G & SNIWAOSas |
merchandise under the Customs Code, and
subject to export duty. This export duty has

(i K SbeenCestablisheg & raté of 12% on the amount

ihwsiceddoK theGekport af ReWicdls, yvih@ &ap of
ARS4 per USDL1 invoiced. For SMifsa(l and
medium-sized enterprises)there is a non
taxable minimum amount of USD600,000 per
year.

8KS SyuadeQa laaSdaasz a |
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Social security taxes

Type of employer Until Until Until Until Until
31/12/2018 31/12/2019 31/12/2020 31/12/2021 31/12/2022
No SMEs* contributions [20,70% 20,40% 20,10% 19,80% 19,50%
SMEs* contributions 17,50% 18,00% 18,50% 19,00% 19,50%
Health care 6% 6%6%* 696** 6%6** 696**

*SME: Small and mediusized enterprises.

**May be subject to change.

Please note that the local company shall
withhold the relevant social security taxes from
GKS SYLX 2e8SSQa
approximately 17 % of the salary.
TAXES ON SHAREHOLDERS:

Capital gains taxA 15 % orthe net gain (sale
price minus acquisition cost) of the sale of
equity.

Wealth tax on sharesA 0.25 % rate on the
book value of the equity held in the local
company. The local company pays this tax on
behalf of the shareholders.

Finally, arecent enactmaet of an overall
amendment to the Corporate Income Tax (CIT)
law (2017 Tax Reform) has updated regulations
on:

Transfer Pricing Rule3ransfer pricing rules in
Argentina follow the OECD Model, based on the
principle that that transactions between an
Argertine company and related companies
based outside of Argentina (or with companies
located in norco-operative, low or no-tax
jurisdictions) must be made in arm's length
O2yRAGAZ2YaD
methods from the OECD model, bhataddtion

to the five OECD methods, Argentina has an
additional rule, called the 'sixth method', which
in general applies to the import and export of
commodities made through an international

al f I N @risdictianK A OK

I NBSYUGAYIF Q

ILN Corporate Groupy Establishing a Business Entity Serie:

related intermediary or an intermediary located
in a nonco-operative jurisdiction or lowtax
NB LINE & Sy i
Thin _Capitalization Rules In  line  with
international standards (OECD guidelines), the
2017 Tax Reform establishes that interest on
financial debts (excluding, as a consequence,
debts generated by acquisitions of gad
leases and services related to the company's
business) owed to related parties (Argentine
residents or not) will be deductible, subject to
certain quantitative limitationsThe
deductibility limitation does not apply to
financial entities, certain finamal trusts, or
when a WTX (withholding tax) apply in relation
to the interest paid, among others.

New definition of Tax Havens and listing of non
cooperative jurisdictions: The Tax Reform
includes different tax effects when a
jurisdiction qualifies as ax haven or non
cooperative. Such effects must be monitored in

a case by case basis, but in general the
definitions are as follows: -1The Tax Reform
stipulates that countries, territories or tax
%egimesAhat gstablisyr & comprade Ingamg taxy A ¢
rate that is bwer than 15%, such jurisdictions
gAff 0S O2YyaARSNBR af 295
2- On the other hand, jurisdictions that do not
have a tax Information Exchange Agreement or

a Double Taxation Treaty with broad clauses of
Information Exchange in force thi Argentina
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gAtt 0S O 2 vy dchoResalivl® R thedegifloyer and payable to the employee (e.g.
2dzZNAAaRAQUA2Y&a¢ ® 25% of all amounts irregularly paid) in addition

The Tax Administration is expected to publish a “tﬁ the social se.curity' anhd tax cc;ntiﬂgefr)cies of

tAa0 2F at2s 2N y2 -ar ENCSHINERVS R \Sig harAuthoriles x4y a
O22LISNY A DS 2dz2NAARAOQIAZ2Yyae az2z2yo

LOCAL TAXES:

Turnover tax A 3 % average rate on Qross

income. Such rate may be increased to 5 % in

F OO2NRIyOS (2 GKS O2YLlyeéeQa Iyyddft IANR & &
income. Note that the rate may also vary

depending on the activity and that exemptions

may apply.
Stamp tax A 1 % rate on written contracts. This

tax may not apply if te instrumentation of the
document is made by offer/acceptance letters.

Municipal tax city councils apply different taxes
which usually amount to 1 % of the gross
income of the company.

4. Outline of Labor Regulations.

Argentina has a clear pmmployee Ilabor
legislation.

The usual practice in Argentina regarding labor

agreements is to use verbal agreements (as

opposed to written agreements) for

indeterminate duration, which main conditions

(wages, initial date, etcgre registered with the

GFE FdziK2NAGASEA | yR Ay GKS O2YLIyeQa NBIA&GNEC
Lack of registration of the employees is

considered labor fraud.

Wages must be paid by way of a wire transfer

FNRY GKS 201t O2YLIl yeQa ol y|
SYLX 28SSQa olgs] F0OO2dzyid Ay t Sa
Dismissals require paying a severance

compensation, which amounts to one monthly

wage per year of seniority or fraction exceeding

3 months, in addition to one or two monthly

wages of as praotice.

I 002dzyd (2 GKS

Failure to comply with Argentelabor laws
could result in labor fraud penalties imposed on

ILN Corporate Groupy Establishing a Business Entity Serie:
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ESTABLISHING A BUSINESS ENTITY IN AUSTRALIA

1. Types of business entities

1.1 Types of entities available through which
to conduct business

The following entities are recognized as
business structures to conduct business
under Australian law:

Sole trader

A sole trader is the simplest form available as
a business structure where an individual
trades under their own name or under a
registered business name. It is easy to set up
as there are few legal and tax formalities
required. The business name is easily
registered for a minimal fee. A sole trader
does not need a separate Tax File Number
(TEN) or business bank account, unlike a
public or private company. An individual
operating as a sole trader has full control
over all assets and businedscisions an@¢an
hire employees as required. Business losses
can be written off to other personal income.
However, a sole trader is personally
responsble for the entire business including
any debts incurred. Because of this unlimited
fAroAfAGE (GKS az2fts$s
be seized to recover a debt. Hence, this
structure is only suitable for micro to very
small businesses.

Partnership

A parnership has some similarities with the
sole trader structure but involves multiple
individuals (or companies) who share control
of the business. The structure is very flexible,
without any obligation to publicly disclose
reports or accounts. However, sianly to a
sole trader, a partnership is not a separate
legal entity, and the partners are personally
liable for the debts of the business. This
structure is often chosen by professional
services organisations and sometimes by

ILN Corporate Groupy Establishing a Business Entity Serie:

family owned enterprises. A fmal
partnership agreement or deed is commonly
in place to govern the relationship.
Partnerships are rarely used for trading
companies.

Company

A company is a separate legal entity that has
the same rights as a natural person, its own
bank account, holdsassets, and incurs its
own debt. The liability of the owners
(shareholders) of the company is generally
limited to their capital contribution. Directors
of the company must comply with all
obligations under theCorporations Ac001
(Cth). There are sevdr@ypes of companies
under Australian law:

1 Proprietary private company limited by
shares (Pty Limited)

A proprietary private company is
limited to 50 nonemployee
shareholders. There must be at least
one director who has their ordinary
residence in Australia. There is no legal
requirement for a secretary.

UNF RS NI‘%/)pl%alIyl,“JrISot'\Ia{ﬁl Golstitfent lioBufhénth @

must be lalged with the Australian
Securities and Investment Commission
(ASIC).

1 Public company

A public company does not have an
upper limit on the number of
shareholders. Capital can be raised
from the public by offering shares and
other securities. However, there are
more  reporting and  disclosure
requirements than with a proprietary
company. Theranust also be at least
three directors of which at least two
must ordinarily reside in Australia, as
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well as one secretary. The level of
reporting requirements depends on the
whether the company is either not a
disclosing entity or a company limited
by guaantee.

Discretionary or unit trust

A trust is a form of businesses structure
frequently used in Australia. A trust is an
arrangement where a trustee holds an
investment, or the legal title to property, on

behalf of named beneficiaries. Trusts are
distinag in that they are not separate legal
entities and therefore cannot enter into

agreements ananust nominate trustees that

act for them. A trustee is usually a private
person or a corporate trustee whose sole
purpose is to act as trustee for the trust. The
trustee has duties to the beneficiaries,
dictated by the trust deed, legislation, and
the general law.

There are two main forms of trusts: unit
trusts and discretionary trusts. The latter is
typically used for family tax and planning
purposes. Under thiform, the trustee has a
choice in regard of the distribution of the
income and capital of the trust to any of the
beneficiaries named in the trust deed. Under
the unit trusts, generally used as a vehicle for
public investment schemes, the trustee
issuesunits, each of which grants upon the
unit holder a proportionate interest in the
overall assets and undertaking of the trusts.

Incorporated or
venture

unincorporated joint

A joint venture is like a partnership in that it
is formed by a group of individls& or

companies seeking to combine their
resources to conduct an enterprise. However,
unlike a partnership, the liabilities and debts
incurred typically stay with the parties
separately. The relationship between the
parties is governed by a detailed joint

ILN Corporate Groupy Establishing a Business Entity Serie:

venture agreement. Careful structuring of
this agreement is necessary to ensure that
the joint venture is not treated as a
partnership for tax purposes. A joint venture
usually has a definitive end and does not
provide for an ongoing relationship between
the parties. A joint venture may be
incorporated or unincorporated.

Managed investment schemes

A managed investment scheme, also known
as a managed fund or collective investment,
Is a structure which allows groups of
individuals to pool capital for a conon
enterprise. The scheme is managed and
2LISNF G6SR o0& |
subject to Australian financial services
licensing requirements. Investors do not have
day to day control over the actions of the
scheme.

Australian branch

Foreign compaies established in nen
Australian jurisdictions wishing to directly
carry on business in Australia may establish a
branch office, usually as an alternative to
incorporating a proprietary limited company.
A branch office is set up by registering the
foreign company with ASIC andis not a
separate legal entity. The foreign entity is
therefore subject to Australian reporting and
disclosure requirements

1.2 Matters to be considered when choosing
a particular business entity type

For many foreign companies, aykdecision is
whether the business will be run through the
relevant offshore entity or whether to setp

an Australian entity. In making this decision,
one should consider the implications of
taxation, employment law, contractual and
operational requiremets. There is no
definite rule as to which entity to use, as
there are various modes of market entry and

WNB & L2y aA
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that can minimise risk and

The solution very much

structures
maximise value.
depends on the specific circumstances and
objectives.

Operating a non-Australian

company

through

If a decision has been made to expand an
overseas business into Australia without
creating a local entity and by using a foreign
company as a vehicle, the foreign company
must be registered with ASIC. This process
can take betweerfour to eight weeks. The
foreign company must appoint a local agent
for the service of notices and maintain a
registered office in Australia.

As the operating entity in Australia, the
foreign company will be subject to Australian
legislation and taxation alvs and other
related compliance standards. The foreign
company is subject to the Australian legal
framework.

Operating an Australian business through a
non-Australian company often involves
complex considerations and it is strongly
recommended that appropate advice is
attained.

Setting up an Australian entity

Foreign companies often choose to set up a
local subsidiary to conduct business in
Australia. The most frequently used entity is
a proprietary private company limited by
shares (Ptyimited).

2. Steps and Timing to Establish a Pty Limited
company

As the Pty Limited company is by far the most
common vehicle used by foreign companies
expanding into Australia, we limited our
explanation for market entry to this structure.

Incorporating @ Australian Pty Limited
company can be done relatively quickly and

ILN Corporate Groupy Establishing a Business Entity Serie:

without great expenditure, involving minimal
government  fees and corresponding
professional fees. With all relevant data ready,
a new Pty Limited company can be
incorporated within a few ays.

Company name and Australian Company
Number (ACN)

Before deciding on the name for a new
company, it should be confirmed that the
proposed company name does not infringe any
intellectual property rights of third parties. A
company name can be reservedefbre
incorporation takes place.

Following incorporation, each company will be
allocated with a unique nindigit Australian
Company Number (ACN). Directors should
SyadaNB GKFd UGKS
appears on all relevant public documents.
Low minimum share capital requirement

In Australia, there is no minimum share capital
requirement for Pty Limited companies. It is
acceptable and not unusual to incorporate a
Pty Limited company with a share capital of
A$100.

Company directors

The company must apputi at least one
director who ordinarily resides in Australia.
Directors of Australian companies must be
natural persons and at least 18 years old. If
there is at least once director with ordinary
residence in Australia, the company may
appoint one or seve foreign directors.

Company secretaries

The company may appoint a secretary. If a Pty
Limited company does not appoint a secretary,
each director of the company is liable for a
breach of the responsibilities of a secretary. If
appointed, at least one sestary must have
their ordinary residence in Australia.

O2YLJ ye



[ESTABLISHING A BUSINE$BTY IN AUSTRALIA

Public officer

Each company must also appoint a public
officer who is responsible for complying with
tax obligations and dealing with Australian tax
authorities. It is common for an individual to
ad as both public officer and secretary.

1 Further registrations

Further steps are required for the
company to become fully operational.
This includes tax registrations and if the
company is to employ staff, the sap of

a payroll as well as workers
compersation registration and

superannuation set up.

3. Governance,
Maintenance

Regulation and Ongoing

3.1 Regulation and ongoing maintenance,
reporting requirements

Australia has numerous corporate
governance regulations and guidelines,
generally provided for in th€orporations Act
2001(Cth) and its supplementary rules.

Tax registration and reporting obligations

Every company must obtain a TFN from the
ATO and enge the company complies with
the reporting obligations to various
regulatory bodies, including the ATO, ASIC
and various other agencies. This includes
preparing and lodging financial reports with
ASIC. In some circumstances relief from
financial reportingnay apply.

A company must report changes to its
company details to ASIC.

As an operating business, a company will also
have to apply for an Australian Business
Number (ABN). It is generally necessary to
hold an ABN to register for the Australian

Goods andervices Tax (GST).

ILN Corporate Groupy Establishing a Business Entity Serie:

Australian taxation is based on a self
assessment model, where taxpayers are
responsible for lodging their own tax returns.
Individuals and companies are required to
lodge an annual income tax return, while
companies and other entitiesmay have

further requirements for the purposes of GST

and Pay As You Go (PAYG). PAYG is a system

of paying instalments during the income year
G26F NRa I O2YLI yeQa
Under the withholding tax rules, the payer
must withhold an amount tm payments
made and then pay that amount to the ATO,
usually in regular instalments throughout the
year, depending on the size of the entity.

When operating a business in an overseas
location, as well as in Australia, taxation
should be considered includy GST
implications on the relevant transactions,
payment of withholding tax, the application
of relevant double taxation agreements and
transfer pricing rules.

The income tax rate is 30% for all companies
except small businesses. The tax rate for small
businesses has been cut to 27.5% from the
201617 financial year. This reduced rate is
applicable to small businesses with a turnover
of under A$10 million and which are
companies, corporate unit trusts or public
trading trusts.

CGT is imposed on gains reali from the
sale of assets with special rules applicable to
the valuation of capital gains. For taxation
purposes, the assets subject to CGT are very
broad and include both tangible and
intangible assets. If you are an Australian
resident for tax purposesCGT will apply to
assets located anywhere in the world (not
only those located in Australia).

Dividends paid by companies to their
AaKINBK2f RSNA

assessable income and are subject to a
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dividend imputation system. The purpe of
this system is to pass on a credit to
shareholders for the tax that the company
has paid on the profits from which dividends
are paid. This system therefore ensures that
dividends are ultimately taxed at each
AaKIFNBK2f RSNRa | LLJadOl
are not subject to double taxation. Access to
credits, however, only applies to Australian
resident shareholders.

A tax consolidation regime also applies for
100% owned group companies, allowing them
to consolidate as a single entity for income
tax pumposes and ignore transactions within
the group for the purposes of income tax.

Please note that the income tax year in
Australia is from 1 July to 30 June and not the
calendar year.

1 GST
GST is a consumption tax (like the Value
l RRSR ¢FE 2NJ Ystintriesp

imposed on the sale of most real property,
goods and services. The GST may apply to
supplies located in Australia as well as those
supplies which may be outside Australia.

It is levied at 10%. Some supplies such as
certain types of food, export®ducation, and
health are excluded from GST. All consumers
are required to pay GST when making a
purchase.

Businesses or individuals carrying on an
enterprise that have an annual turnover of
more than a specified amount are required to
register for GST pposes. GST is reported
through a Business Activity Statement (BAS)
and is lodged on either a monthly, quarterly,
or annual basis.

There is a simplified GST registration regime
that may be available for neresident
entities.

o ftHeir ektgfdigeY S
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These businesses may either lable to the
ATO or entitled to a refund each period
depending on the balance of the amount of
GST collected through sales compared to any
tax credits received from GST paid on goods
and services purchased during carrying on
GFrE NI 4GS

Certain speial reverse charge rules apply in
certain circumstances with entities located
overseas that are making supplies to
Australian businesses.

1 Fringe Benefits Tax (FBT)

FBT is imposed on the value of nreash
benefits provided by employers mployees.

Generally, benefits must be connected to the
SYLX 28SSQa SYLX 228YSyi
although certain fringe benefits are either
specifically subject to FBT or expressly
excluded under Australian law.

he EBT I;(/ear runs from 1 April to 31 March.
FBTlélé{/ieoSoN%he Brovider of the benefit at
a flat rate of 47% for the year ending 31
March 2018 and may be deductible against
iKS SyLX 2&8SNna GlIEFof S
1 Medicare Levy and Medicare Levy
Surcharge
aSRAOI NB Aa
insurance scheme. It operates by receiving
contributions through the Medicare Levy and
the Medicare Levy Surcharge, which are taxes
AYLI2AaSR 2y 1 dzZAGNI ALY
incomes.

The Medicare Levy is imposed at a flat rate of
HA 2 2 ¥ Ly
although exemptions may be given to low
income earners and foreign residents.

The Medicare Levy Surcharge is an additional
flat rate of between 11.5% imposed on high
income earners who do not have private
hospital insurance.
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1 Superannuation tax ¢ the
Superannuation Guarantee Charge

In Australia, an employer must pay a
minimum level of superannuation (known as
the superannuation guarantee) to its
employees to ensure that workers have
money set aside for their retirement.

The current superannuatioguarantee rate is
9.5% of everyone's employment earnings.
With recent amendments coming into effect,
the minimum rate will increase progressively
over the next years until it reaches 12% from
1 July 2025 onwards.

If an employer fails to provide the minimu
level of superannuation, they become liable
to pay the Superannuation Guarantee Charge
(SGC) which includes the amount of the
shortfall in superannuation payments plus
interest and administrative charges. However,
in practice, most companies will contute
the minimum level of superannuation to
avoid the SGC.

There are statutory limits to how much
employers or employees may contribute to
superannuation funds. If contributions are
made in excess of these limits, a penalty
charge may apply.

1 Luxury car tax

The luxury car tax rate is 33% and imposed on
vendors and importers of luxury cars in
Australia. There are guidelines classifying a
luxury car and the circumstances in which the
luxury car tax arises. The tax generally applies
to cars valued over approxirtedy either
A$65,000 or A$75,000, depending on the fuel
consumption of the vehicle.

Other considerations when trading between
Australia and other countries

1 Transfer pricing

ILN Corporate Groupy Establishing a Business Entity Serie:

Australian transfer pricing rules must be
considered where goods or services are
bought or sold between Australia and other
countries.

The transfer pricing rules have particular
relevance to transactions between related
parties in a corporate group for the supply of
goods, services or finance that are not priced
on terms which would becomparable to

those that would be charged between parties
GNF yalOdAy3a d | N¥yQa

If an international transaction does not occur
Fd FTN¥YQa fSy3aak
acceptable pricing methodology, then market
prices may be substituted into theansaction
for taxation purposes to ensure an
appropriate level of tax is paid.

For an intragroup crossborder transaction to
0S RSSYSR (2 KI @S
the ATO requires that companies
appropriately document the transaction as
well as thepricing methodologies used for
the purposes of the transaction.

Other factors that may be considered by the
ATO include, amongst other things, the
commercial justifications for the transaction,

any applicable review processes and whether
any alternativesvere considered.

1 Customs duty

Customs duty is imposed on goods imported
into Australia. The rate of customs duty is
generally around 5% of the customs value of
goods, although this subject to change
depending on the type of good imported.

The customs valuef a good is determined as
a gquestion of law, considering the type of
good, its country of origin and the purpose of
its import into Australia.

Customs duty is payable on the entry of the
goods into Australia. The applicable duty rules

2NJ Aa
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will depend on howthe classification of the
goods by the relevant Australiaauthority
and may be altered by tariff concession
orders or free trade agreements.

Australian customs duty rules amomplex,
and importers should seek advice on a case
by case basis.

1 Excise duty

Excise duty is imposed on alcohol, tobacco,
fuel, and petroleum products that are
produced or manufactured in Australia.

If these products are imported into Australia
rather than prodeed or manufactured in
Australia, customs duty applies to their
importation at a rate comparable to the
excise rate (see above).

Excise duty is paid by either the manufacturer
or distributer at a flat rate. The applicable
excise rates may increasmvice a year to
reflect inflationary changes.

In addition, a licence is generally required to
undertake activities in relation to excisable
goods.

Obligations under the Competition and
Consumer Act

Companies must ensure compliance wikie
Competition andConsumer Act 201@Cth)
(CCA) or be subject to penalties.

The main provisions relevant to all companies
operating in Australia are summarized below.

w Anti-competitive agreements Contracts,
arrangements or understandings which
have the purpose or likely fefct of
substantially lessening competition are
prohibited in Australia, unenforceable and
may result in substantial penalties.

Further specific prohibitions include:

w Price fixingg where parties in competition
with each other enter into a contract,

ILN Corporate Groupy Establishing a Business Entity Serie:

arrangement or understanding, which has
the purpose or effect of fixing a price for
the provision of goods or services.

Exclusive dealing where a company
(Supplier) supplies goods or services on
the condition that the company that

receives those goods or service

(Receiver) will not acquire goods or
services from a competitor of the Supplier,
or that the Receiver must also acquire
certain other goods or services directly or
indirectly from the Supplier, and this

arrangement has the purpose or likely
effect of lesening competition in a

market.

Third line forcing is a more specific form
of exclusive dealing. An offence occurs
when a Supplier supplies goods or
services on the condition that the
Receiver will acquire different goods or
services from a third party. IAustralia
third line forcing is an automatic breach of
the CCA andk punishable regardless of its
effect on competition in a market.

Resale price maintenance occurs when a
company dictates to its resellers the
minimum prices for the resale of its goods
or services. Although a retail price can be
recommended, companies will in breach if
they threaten not to supply goods, if
those goods are not sold at the retail price
requested or, otherwise, exert pressure
on retailers to sell at a specified price.

Consuner protection

By law, companies are prohibited from
engaging in misleading or deceptive
conduct during trade or commerce.

This prohibition has a broad
interpretation and includes activities such
as advertising, oral representations, as
well as representations in respect to




