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Main features

»

Directive 2018/882/EU, commonly referred to as "DAC 6", amends the Directive on Administrative Co-
operation (2011/16/€EU), provides for the mandatory disclosure of information on 'potentially
aggressive tax planning arrangements’ and introduces automatic exchange of disclosed information
between relevant tax authorities of EU member states.

To provide tax authorities with an early warning mechanism on new risks of tax avoidance and thereby
enable them to carry out audits more effectively, with the final objective of improving the functioning
of the internal market by discouraging the use of aggressive cross-border tax-planning arrangements.

»

The DAC 6 imposes mandatory reporting obligations by intermediaries or, in certain circumstances,
taxpayers of cross border arrangements which meet certain "hallmarks”.

»

The Directive isin force since 25 June 2018, the domesticimplementation was due on 31 December
2019, and domestic regimes should be effective by 1 July 2020.

Reporting obligations are due 30 days after the arrangement is made available / is ready for
implementation or first steps have been made (whichever occurs first).
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What

» DAC 6 imposes mandatory reporting by intermediaries or, in certain circumstances, taxpayers, of
reportable cross-border arrangements within 30 days beginning with the day on which the
arrangement is made available by the intermediary to the taxpayer.

» The scope of DAC 6 covers all direct and indirect taxes, with the exception of VAT, customs duties, excise
taxes and social security contributions.

» The information that needs to be reported is listed in the Directive and it includes, inter alia:

v
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Identification of all taxpayers and intermediaries involved

Details of the relevant applicable hallmark(s)

A summary of the arrangement, including a summary of relevant business activities
The date on which the first step in implementation was or will be made

Details of the relevant local law

The value of the cross-border reportable arrangement

Identification of relevant taxpayers or any other person in any Member State likely to be
affected by the arrangement
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Who (1)

» Reporting obligations are generally borne by the
“intermediary”.

» An intermediary may be exempt from reporting if it
can show that another intermediary has reported
the arrangement.

» The relevant taxpayer could be responsible to
report where:

> no intermediary has been involved;

> the intermediary is protected by legal
professional privilege (“LPP"); or

> the intermediary is resident outside the EU.

wtsglobal

An intermediary is...

» Anyone who designs, markets, organises
or makes available, implements, or
manages the implementation of a
reportable cross-border arrangement or
anyone who helps with reportable
arrangements and knows or could
reasonably be expected to know that
they are doing so; and

» has some connection with the EU i.e.:

— istaxresidentin, incorporatedin, or
governed by the laws of, the EU;

— hasaPEorbranchinthe EU whichis
connected with the provision of the
relevant services; or

— isregistered with a tax, consultancy or
legal professional association in the EU.
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Who (I1)

» Where the intermediary is liable to report to several Member States, disclosure should be made
only to the Member State that features first in the list below:

> Forintermediaries: taxation or consultancy services.
* Where the intermediary is resident for tax > For taxpayers:
purposes;

* Where the relevant taxpayer is tax
e Where the intermediary has a PE through resident;
which services in respect of the

; * Where the relevant taxpayer as a PE
arrangement are provided;

benefiting from the arrangement;
* Where the intermediary is incorporated or

o * Where income is received or profits
where it is governed; or

generated; or
* Where the intermediary is registered with a

. A 4 « Where business activity is carried out.
professional association relating to legal,

» Disclosure only needs to be made ance in respect of an arrangement. In case of a multiple
reporting obligation, the relevant taxpayer shall be exempt from filing the information if he can
prove, in accordance with national law, that the same information has been filed in another
Member State
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How (1)
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What is a “reportable cross-border arrangement”?

“Cross-border”

» Anarrangement will be “cross-border” where it
concerns either more than one member state ora
member state and a third country where at least
one of the following conditions is met:

not all the parties are resident for tax purposes
in the same jurisdiction;

one or more parties is simultaneously resident
in more than one jurisdiction;

one or more parties carries on a business in
another jurisdiction through a PE and the
arrangements are part of that PE's business
activities; or

the arrangements have a tax-related impact on
at least two jurisdictions.

“Reportable”

» Arrangements are reportable if they fall within
one of a number of "hallmarks”

» Anumber of the hallmarks only apply if a
threshold "main benefit” test is met.

The “Main Benefit Test” (“MBT")

» The test would be satisfied if it can be
established that the main benefit, or one of the
main benefits, which a person may reasonably
expect to derive from an arrangement is the
obtaining of a tax advantage.
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How (I1)
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» The DAC 6 defines a series of “hallmarks”, which are broad categories setting out particular
characteristics identified as potentially indicative of tax avoidance or abuse.

Hallmark

A) Generic hallmarks linked to
the MBT

Description

Taxpayer or participant undertakes to comply with a condition of confidentiality
Arrangement where intermediary’s remuneration depends on the tax advantage
Arrangement has standardized documentation and/or structure

B) Specific hallmarks linked to
the MBT

Arrangement consists in loss buying
Converting income into capital, gifts or other low taxed categories of income

Circular transactions resulting in the round-tripping of funds

C) Specific hallmarks related to
cross-border transactions

Certain deductible cross-border payments between associated parties*
Double deductions for depreciation

Relief from double taxation in more than one jurisdiction

Transfer of assets and where there is a material difference in amount being
treated in consideration for the assets in those jurisdictions involved

D) Specific hallmarks
concerning automatic
exchange of information and
beneficial ownership

Arrangements which undermine reporting obligations or involve non-transparent
legal or beneficial ownership

E) Specific hallmarks
concerning transfer pricing

Transfer pricing: Use of unilateral safe harbour rules or hard-to-value
intangibles or base erosive transfers of functions

* The MBT threshold may apply in certain cases

\ MBT

applies
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How (1)

» The tax arrangement has to be disclosed 30 days after, whichever occurs first: (i) the
arrangement is made available, (ii) the arrangement is ready forimplementation or (iii)
first steps have been made. Relevant deadlines:

Reporting > For retroactive arrangements: until 30 August 2020
> Forongoing arrangements: starting 1 July 2020 (i.e. first reporting deadline would be 31 July
2020)
Exchange > The reports have to be exchanged by the tax authorities within one month of the end of

the quarterin which the information was filed. First exchange is due by 31 October 2020.

» Periodicreport on marketable arrangements ("update

of the client list") is to be made every three months. A"marketable arrangement"is a

cross-arrangement that is designed,
marketed, ready for
implementation or made available

— . forimplementation without a need
Use » Each relevant taxpayer files information about use of to be substantially customised.

(optional) arrangement in each of the years for which they use it.
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When
25 June 25 Dec. 1July 31 Aug 310ct.
............... 5018 1 2019 ) 5020 5020 5020
» DAC 6 enters into » Domestic regimes are » First exchange
force effective of information
» Transactions » Start of ongoing
become reporting obligation
reportable

» Domestic

implementation » Firstreports
are due forthe
retroactive

period

Retroactive effect!
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Additional considerations

» National laws will provide for penalties for non-compliance, which according to the
Directive should be scoped in 3 way that is effective, proportionate and dissuasive.

» The scope of the Directive is very wide and the detail is left to local implementing law
and guidance.

» According to the currently available legislation in several Member States, including
publicand non-public consultation drafts, it is expected that the implementation of
the DAC 6 by certain local jurisdictions will go beyond the original text (e.q. Poland has
included VAT to the reporting obligation and adopted certain domestic hallmarks)

» Despite Brexit, UK will implement DAC 6 legislation.
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Short introduction to the WTS DAC6manager

» WTS provides together with AMANA the WTS DAC6émanager that supports clients in fulfilling their requlatory obligations under EU
DAC6 with a “guided questionnaire”

» The WTS DAC6manager includes specific “quided questions” for domestic laws implementing EU DAC6 customized to your needs

Key features Advantages

* , - A W . .
a | | (-D Q » Automated evaluation of transaction with

regard to the reporting duty

> Automated interfaces 5 pynamic > Automated > Automated evaluation
toupload questionnaire reporting deadline of transactions based » Meetthe DFOCESSUB[ challenges by d
arrangements, guides user tracking on decision tree process focused software
questionnaires & > Support of the » Request for user . ) . .
master data review and interaction for complex » Realization of the compliance process via
compliance process cases the tool

_..-!'- LA by
- j $ e » Well-established software developer
= =0

ensuring long-time support and

> Dashboard > Partofthe Amana > Trackingand > Submission to the availability
functionalities toolsuite timestamps on all authorities via
» Evaluation of > Synergy with activities/ interface (Elsterin
DAC6 champions shared master data changes Germany) or output
based on usage and further as csv as long as
transactions connections with interface standard

other Amana tools is not defined
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Tool insights - create, evaluate, review, report and document
(automatically) (I)

»

Manage your arrangements and the workflow steps easily

[® Export to Excel

[ Export to PDF

Drag a column header and drop it here to group by that column

Tax arrangements =

All arrangements

All arrangements =

Overview - List =

D T Name T Desciption T IR Status T Creator Creation date Start date Y Client
p o
Review not yet completed for all
a 1 Losn Standara ‘ ws 20191129 2019.11.01
participants
Review not yet completed for all
Qlz Forderungseiniage Standara e S wts 2019-11-20 019-1101
participants
Q 3 Test GR Provision of Loan Loan In progress wts 0191120 20191114
Q & Test Loan In progress wts 20191120 20191115
Q s Halianco stanaara In progress wts 0191120 0191119
Qls Test Arr. Loan e L n R S e wts 20191120 2019.1118
participants
Establishment of IrishFinCo;
Q 7 IrishFinCo Granting loan vis standardized Standard In progress wts 20191120 2019-1143
loan agreement
risk Loan Agreement Loan progress wis 19-11-, -11-1.
Q s Inish2 A t In 2019-11-20 0191112
Contribution of loan by DE HQ into
Q e Contribution of loan PL subsidary against issuance of standara In progress wts 019-11-20 0191115
new shares
Contribution of receivable by DE . O e N
Q 10 Contribution of receivable (Pl) HQ into Polish Subsidiary against  Standard :':':I‘: : m“ SOMPEIOCEUER wis 20194121 20191114
Issuance of new shares i
Grindung einer
a u Grandung FinCo Finanzierungsgesellschaft; Vergabe  Standard In progress wts 20190125 0191142
von Darlehen
Q 12 Darleh Vergab Darleh L T T A o wt 20191125 2019-11.22
arlehen ergabe von Darlehen osn e s 11 11
contribution of receivable into  PL
Q B Contribution of receivable subsidiary against issuance of new  Standard In progress wes 20191125 0191121

shares
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Tool insights - create, evaluate, review, report and document
(automatically) (II)

» |dentify reporting obligations using country and arrangement type specific questionnaires

ils arangement

Twrsmangemestyy > Felution > Confrbutien f recesble  » 1.Geouplolding [Geemamiy 0 Questennaie > [die

Back
Questionniie
Hedp | Commenti  Fleativchuinents
2 Sec. 1384 para. 2o, 1 FC: Does the aMect a taxto which th ' T of the Direct inistrat on UL o
@ Lmsbitegesets) apoiest
Lxampies of
Intermediate resul Inaffected.
a e CEAmtshillegesels applies:
*Sec 1384 para. 7 o, 7 sent. 1 FE: * Does alfect ot least itabe of the [ Urniion and eher
@ . # Income Tax indlading Wage Tax
1. anether member state ef he Eurcpean Unien or * Conporete bncome Tax
7. any other shate? * Trage Tae
 Real Estate Transfer Tar
(@) Sec.138d para. o0, 2 it a FC: dre it the tax resident in the No = Inheritance and Gift Tax
* maticn Tax
Inbermediate result The Cross-Border-Criterion is et # Vehicle Tax
* Nom-hamanized extire @uties ke the German Coffes Tax
Sec. 1380 para. 3 o, 13 FC: Does the ban smangement result in
Examples of tanes bo which lhe Directive o administrative couperation
* atacrefund, [EU- Amishiliegesetz ) does not appiy:
= alas uedil,
@ S AVindnie o A Lok, Ye = Value Added Taxinuding impeet S Tax
+ 8 reduudtion of # tax isbiity, + Chitomi DUy
* Ehat.f & axabilly, # Hammanized exite ditles, et ase englicilly mertioned in the
* RpHEaIion OF S I MKy ML Directive on administratsse cosperation are taves on:
= the postponsement of a tax Kability into angthes taxation period or 3 different ta relevant podnt in timeT
Intermediate resut The aTangement results in 3 tax benefit, Go further, 1. enesgy products and eledicity lin Gemmary: Energy Tax, Blectsicity
Ta,
@ Sec. 118d para. 7 o, Vit a FC: Can & thid pacty « under A o material facts and < reasanably expect that fhe main benefit or one of the main benefits is e 3 e Germany: Rloohol Tax, Geee T,

the mere achievement of & Lax advantage?

Spakling Wine Tas, and
3 manustartured tabacen f Garmany: Tabates Ta).
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Tool insights - create, evaluate, review, report and document
(automatically) (1)

» Review the evaluation results and decide on next steps

Hailmzrk Resutt

Reportzr Resutt

Editor Results

Do you agree with the Questionnaire Result? ves
Obligation To Report

Remark

(zin Bangfit T
fmark Resu
Reponter Result
Derived result Obligation Ta Repart
nnnnnnnn 1o
wis
Reviewer
Do you agree with the Result Oyee @
Remark
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Tool insights - create, evaluate, review, report and document
(automatically) (IV)

» Keep track of yourtasks and deadlines

Home

My deadlines

[BEpert to POF

Monday

Today

Ll

3

2 January 2020

Tuesday

Wednesday Thursday
oL 02
[ 09
15 15

2 B
E:] 30
[ %

Taamangements e >

10

contribution of recevable into

Home s

Saturday

My tasks

W Reviews Forderungseiniage 35 [)

Please review the questionnaire for 01 - Group Holding

W Evaluation: Test 6R {8 @)

Plezsefill in the questionnaire for (1 - Group Holding

M Evaluation: Test GR ) [

Plezsefillin the questionnaire for 04 - Sales

W Evaluation: RalianCo [ (&)
Plessefillin the questionnaire for 01 - Group Holding

B Evaluation: TalianCo [ &)
Pleasefillin the questionnaire for 1002 - ialianCo.

W Evaluation: Test arr, [

Pleasefilin the questionnair for 01 - Group Holding

Wevaluation: Test arr. [ (3]
Pleasefillin the questionnaire for 1002 - kalionCo

W Evaluation: IishFinCo B8 B

Please fillin the questionnaire for 01 - Group Holding

W Evaluation: InshFinCo 35 B)

Please fillin the questionnaire for 1000 - rishFinCo
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WTS Global

WTS Global contributors - key contacts (aiphabetical on surname)

Dr. Gabriele Rautenstrauch

Partner, Certified Tax Consultant at WTS Group AG
Steuerberatungsgesellschaft (Germany), member of WTS
Global

gabriele.rautenstrauch@wts.de

T+49 89 28646-1344

Quirin Prem

Professional, WTS Group AG Steuerberatungsgesellschaft
(Germany), member of WTS Global

Quirin.Prem@wts.de

T+49 151 64664067

Inés Blanco

Tax consultant, WTS Global
ines.blanco@wts.com
T+32(0)2 8013060

wtsglobal
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About WTS Global

With representation in over 100 countries, WTS Global has
already grown to a leadership position as a global tax practice
offering the full range of tax services and aspires to become the
preeminent non-audit tax practice worldwide. WTS Global
deliberately refrains from conducting annual audits in order to
avoid any conflicts of interest and to be the long-term trusted
advisor for its international clients. Clients of WTS Global include
multinational companies, international mid-size companies as
well as private clients and family offices.

The member firms of WTS Global are carefully selected through
stringent quality reviews. They are strong local players in their
home market who are united by the ambition of building a truly
global practice that develops the tax leaders of the future and
anticipates the new digital tax world.

WTS Global effectively combines senior tax expertise from
different cultures and backgrounds and offers world-class skills
in advisory, in-house, requlatory and digital, coupled with the
ability to think like experienced business people in a constantly
changing world.

For more information please see: wts.com/global

wtsglobal
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