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Tohle of Coptents

Income and Socisl Contribution Taxes—The legal entites comprisng the Group file separate tax refums as requeed by Brazilian tBx l@w. As such, income (axes have
been determined for purposes of the combined financial statements on a separate retwmn basis. Use of this method may result in differences when the sum of the amounts
allocated to the Group is compared with amounts presented in the Farent’s consolidated staternents

In general, mcame tax expense n Brazl s compuied based on the combined statutory tex rate of 34% apphed to adjusted taxable income, comprsed of 25% for income
tex (15% bese rete phus 8 10% suiax for income in excess of RE240) and 9% for social contnbulion tax (8 tax levied on income). This method |s refered to as the “real
profit” method.

As permitled under Brazilan tax egistation, all of the Group™s operating projec! companes, where virbually ail of the Group™s revenue and substantially all of &5 operating
proli s generabed, have elected [o De leeed under an altemative “deemed profit® method. Linder thes egime, entllies with annual gross evenues not in excess of

RS 75,000 may elect to be faxed baged on deemed (asable income dedved from a defined percentage of revenues. Taxable ncome i compuated based on 5% of annusl
gross operating revenues and 100% ol annual lingnce evenues. Ths deemed taable noome: is then subject to inoome tax af the rate of 15%, plus a surtax of 10% Tor
deemed incorme in excess of R3240 and social contribulion 1ax at the rale of 12%

The Group’s tax expense for the year is comprised of curent and defemed income tax, as applicable, in accordance with the applicable tax regime elected by the Group
legal entiies.

Currant income tax—The current income tax experse s calculated on the bass of the tax iews enacted or substantvely enacted at the balance sheet date in accomdance
with the applicable elections made by the Group legal entities

The Group recognizes liabilities for uncertain tax positions when it is more likely §an not that an outfiow will occur to settle the position, based on management’s
estimabaon of the expedied seflement cudcome. These liabiltes, along with related interest and penalbes as applicabie, ane recorded as par of taxes payable in the
oombined balance sheets

Defarred income lax—Deferned meome tax is recognized, & applicable, usng the Rability methed, for bax loss carnforwands and temporany dfferences ansing between
W b by of aseels and liabilies and their carrying amounts in e combined financial stabements, Defierred income 1ax i nol acoounted fior iF i anises from initial
recogrition of an assa! or liabilty in a transactions, other than a business combiration, that at the time of the transacton does not affect edher accounting or tax prafit or
loes. Defemed income tax assets are recognized only fo the extent that & s probable that future taable profit will be available against which the lemporary diference or
fax loss carnpforward can be uilized. In Brazil, ta loss carmyforwards do not expire, but their ulilization is imited to 30% of laxable income in @ given year, under the neal
prafit method

Deferred income tax assets and kabidities, when recognized, are offset when there is a legally enforceable ngnt to offest and relate fo ncome taxes levied by the same
taxing authonty on the same taxable entity and are classified as long-lerm in the combined balance sheats.

For those legal entites of the Group who have elected the deemed profit regime, no dederred income tax aesets or liabilties have been recognized. Addtionally, given the
deemed profit election, no related tax impacts, curent or deferred, have been recorded for the allocation of expenses from Parent in the comibined financial staternents

For rore: infarmation on ncome and socsal contnbution (axes see note 10
F-285
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