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Changes in tax haven transactions (direct and indirect)

On October 21, 2022 the president signed the Act of 7 October 2022 amending the act on corporate income tax and
some other acts, which included the liberalization of documentation obligations for the transactions with tax havens.

The act includes changes to both indirect and direct transactions with entities from tax havens.

Below we present details of the introduced changes:

Indirect tax haven
transactions

In reference to numerous works and suggestions regarding changes to the regulations
in the area of indirect tax haven transactions, it was finally decided to the repeal of
the provisions of Art. 110 section 1a and section 1b of the CIT Act (and
accordingly the PIT Act), and thus taxpayers were released from the obligation to
verify their contractors as beneficial owner of receivables from transactions (both with
related and unrelated entities) and the documentation obligations.

As part of the act, a transitional provision was introduced, which allows the choice of
retroactive application of the above-mentioned changes to transactions started and
not completed before January 1, 2021 and transactions concluded after December
31, 2020.

Pursuant to the justification to the act, the provisions soften the rules of documenting
transactions with tax havens, so their retroactive application does not violate
constitutional standards.

Direct tax haven
transactions

The legislator also decided to increase the documentation thresholds for direct
transactions with entities from tax havens, i.e. to the amount of:

= PLN 2,500,000 - for financial transactions,
= PLN 500,000 - for transactions other than financial transactions.

The new thresholds apply both to transactions concluded with unrelated entities
(transaction other than a controlled transaction) and to controlled transactions
(carried out with related entities).

As with indirect tax havens transactions the amended regulations apply to transactions
started and not completed before January 1, 2021 and transactions concluded after
December 31, 2020, which in practice means the application of these regulations
since FY2021.

Direct tax haven
transactions with
a foreign establishment

In addition, it has been clarified that the provisions on direct transactions with tax
haven entities also apply to a foreign establishment located in a tax haven.

Thus, taxpayers who perform controlled transactions and transactions other than
controlled transactions with a foreign establishment located in the territory or in a
country applying harmful tax competition are required to prepare local transfer pricing
documentation, if the value of this transaction exceed:

= PLN 2,500,000 - for financial transactions,

= PLN 500,000 - for transactions other than financial transactions.
The amended regulations apply to transactions started and not completed before

January 1, 2023 and transactions concluded after December 31, 2022, which in
practice means the application of these regulations to FY2023.
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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, accounting and payroll outsourcing, real estate advisory and personnel consulting, as well as audit and
business advisory services under the Baker Tilly TPA brand. Legal services, provided under the Baker Tilly Legal Poland brand, have been

a natural addition to our interdisciplinary services.

TPA Poland, Baker Tilly TPA, and Baker Tilly Legal Poland 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.
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