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ATAD Il Directive aimed at hybrid mismatches is to be

iImplemented in Poland from 1 April 2020

New regulations implementing the ATAD Il Directive and aimed at counteracting the
effects of hybrid mismatches are to be introduced in Poland. The draft bill is currently
under parliamentary works. Taxpayers being part of international groups or performing
transactions with foreign entities should analyze the structure in which they conduct their
business to determine whether they qualify for anti-hybrid measures.

B A new chapter will be added to the CIT Act to counteract the tax effects of hybrid

mismatches. Such effects_may comprise:
deduction without inclusion — a deduction of a payment from the tax base in
one jurisdiction without the corresponding inclusion of that payment in the tax
base of the taxpayer in another jurisdiction
double deduction — deduction of the same payment from the tax base in more
than one jurisdiction.

B Hybrid mismatches may arise in the following situations:

hybrid entities mismatch - occurs when a particular entity is treated as tax-
transparent in one jurisdiction and as non-transparent in another jurisdiction
financial instruments mismatch (including transactions involving such
instruments) - takes place when two jurisdictions treat a financial instrument
(payment) differently for tax purposes

disregarded permanent establishment is in place — it means that

a permanent establishment is disregarded under the law of the branch
jurisdiction.

B According to new regulations, a taxpayer will not be entitled to deduct from its
tax base any costs that are subject to double deduction or deduction without
inclusion. The consequences will apply when deduction without limitation
and double deduction are made by related parties or under a hybrid
mismatch.

B |n case a hybrid mismatch concerns the income of a disregarded permanent
establishment of a taxpayer who is a Polish tax resident, the income of the
taxpayer should include the income that would be allocated to the permanent
establishment if the hybrid mismatch had not occurred. The rule will not apply
if based on arelevant double taxation convention concluded with a state
other than a member state of the EU there is an obligation to exempt such
income in Poland.
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B Additionally, the new regulations address the tax consequences arising for the
taxpayers having dual tax residence.

B In particular, a taxpayer being recognized as a Polish tax resident will have no right
to recognize tax-deductible costs or to reduce its income by losses if such costs or
losses are deductible in at least two states, in which the taxpayer is treated as a tax
resident or do not correspond to double-counted income.

B The rule will not apply if the taxpayer has been recognized as a Polish tax resident
under a double taxation convention concluded between Poland and another EU
member state.

Dual tax residencies

B The new regulations are preliminarily scheduled to enter into force on 1 April 2020.
As the anti-hybrid measures may affect the tax position of many taxpayers,
we encourage companies that are part of international groups or undertake
cross-border transactions to verify whether the planned provisions could
apply to them.

Entry into force and
recommended actions

This document has been prepared for information purposes only and covers
general content. Before taking any action based on the above information, we
recommend that you obtain a valid opinion of TPA experts.

CONTACT US

Wojciech Sztuba
Managing Partner

+48 604 966 422
Email

Matgorzata Dankowska

Krzysztof Kaczmarek
Managing Partner

+48 604 966 220
Email

Damian Kubis

Partner Partner
+48 663 877 788 = +48 604 338 546
Email Q> Email
| Y
Iga Kwasny Mikotaj Ratajczak
Partner Partner
AN R
+48 601 088 206 +48 663 664 260
Email Email

TPA is a leading international consulting group, offering comprehensive business advisory services in 12 countries of Central and Southeastern
Europe.

In Poland, TPA is one of the largest consulting companies. We provide international corporations and large domestic companies with effective
business solutions in terms of tax advisory, transaction advisory, financial audit, corporate finance, accounting outsourcing, real estate investment
consultancy as well as payroll administration services and HR consulting.

Legal services, offered since 2018 under the Baker Tilly Woroszylska Legal brand, have been a natural addition to our interdisciplinary services.
The law firm team consists of lawyers with many years of international experience in the field of transactions, litigation and advisory.

TPA Poland and Baker Tilly Woroszylska Legal are the exclusive representatives of Baker Tilly International in Poland - one of the largest global
networks of independent consulting companies.

As a member of Baker Tilly International, we combine the advantages of integrated, interdisciplinary ‘one-stop-shop’ services with local expertise
and global reach of the advisory group.

www.tpa-group.pl | www.bakertilly.pl
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