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Introduction of EU Mandatory Reporting (DAC6)
High Level Overview

The goal of the implementation of DAC 6 is to provide the tax authorities of EU member states with information to enable them to promptly react at an early stage against harmful tax practices.

DAC 6 imposes the obligation to disclose reportable cross border arrangements (RCBA’s) on EU Intermediaries. However, where no Intermediary is involved or is not required to perform the
reporting of the reportable cross border arrangement, a reporting obligation exists for the relevant taxpayer. As such, any cross-border arrangements going back as far as 25 June 2018 should be
considered.

Certain hallmarks are only engaged if a main benefit test (MBT) is met; MBT is defined as follows:

“That test will be satisfied if it can be established that the main benefit or one of the main benefits which, having regard to all relevant facts and circumstances, a person may reasonably
expect to derive from an arrangement is the obtaining of a tax advantage”
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Introduction of Anti-Hybrid Rules

Effective for payments made from 1 January 2020

Anti-hybrid rules apply to certain types of transactions and broadly aim to prevent taxpayers from exploiting “mismatch outcomes” by exploiting differences in countries’ tax systems by obtaining a
double deduction for the same expense or by not taxing the income which has been deducted for tax purposes elsewhere. Where a mismatch outcome arises, the rules operate to deny a deduction

for the relevant payment.

Group structures should be reviewed to understand whether the anti-hybrid rules apply.

Mismatch outcomes include the following:

Double deduction mismatch outcome

Permanent establishment deduction without inclusion mismatch outcome

Financial instrument deduction without inclusion mismatch outcome

Payment to a hybrid entity deduction without inclusion mismatch outcome

Payment by a hybrid entity deduction without inclusion mismatch outcome

Imported mismatch outcome
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This will apply to transactions between associated entities, where, at a high level, it would be reasonable to consider that there is a
double deduction arising in respect of a payment.

This mismatch will arise where a payment is deducted in the payer country but not included within the payee country(deduction
without inclusion) and this is attributable to:

* the payment being made to a disregarded PE,

» differences in the allocation of payments between head office and a PE or between two or more PEs, or
* where the payment is between the head office and PE with the payment being disregarded under

* the laws of the payee country.

The rules seek to counteract a deduction being taken for cross-border payments where such payment is not being included by the
payee country for tax purposes due to a difference in the characterisation of the instrument itself or of the payments made under
the instrument between the two countries.

This outcome will arise where a deduction is taken in the payer country for a payment without a corresponding amount being
included in the payee country and this is attributable to differences in the allocation of payments to a hybrid entity between the
country in which the hybrid entity is established and where the relevant participator is established.

This outcome will arise where there is a deduction in respect of a payment in a payer country without a corresponding amount being
included in the payee country and this is attributable to the payment being disregarded under the laws of the payee country

An “imported mismatch” may arise where a payment by an Irish entity directly/indirectly funds a foreign arrangement which would
itself give rise to a mismatch outcome if it was considered under Irish hybrid legislation. This would be relevant in respect of

transactions between entities that are associated enterprises.
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Important notice

At Deloitte, we make an impact that matters for our clients, our people, our profession, and in the wider society by delivering the solutions and insights they need to address their
most complex business challenges. As the largest global professional services and consulting network, with over 312,000 professionals in more than 150 countries, we bring world-class
capabilities and high-quality services to our clients. In Ireland, Deloitte has over 3,000 people providing audit, tax, consulting, and corporate finance services to public and private
clients spanning multiple industries. Our people have the leadership capabilities, experience and insight to collaborate with clients so they can move forward with confidence.

This document has been prepared by Deloitte Ireland LLP for the sole purpose of enabling the parties to whom it is addressed to evaluate the capabilities of Deloitte Ireland LLP to
supply the proposed services.

This document is not an offer and is not intended to be contractually binding. Should this proposal be acceptable to you, and following the conclusion of our internal acceptance
procedures, we would be pleased to discuss terms and conditions with you prior to our appointment and no reliance may be placed for any purposes whatsoever on the contents of
this document.

Deloitte Ireland LLP is a limited liability partnership registered in Northern Ireland with registered number NC1499 and its registered office at 19 Bedford Street, Belfast BT2 7EJ,
Northern Ireland.

Deloitte Ireland LLP is the Ireland affiliate of Deloitte NSE LLP, a member firm of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”). DTTL and
each of its member firms are legally separate and independent entities. DTTL and Deloitte NSE LLP do not provide services to clients. Please see www.deloitte.com/about to learn more
about our global network of member firms.
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