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Preface

Dear reader,

On 20 June 2016, the Council of the
European Union adopted the EU Anti-Tax
Avoidance Directive ("the ATAD") laying
down rules against tax avoidance practices
that directly affect the functioning of the
internal market.1The ATAD was issued

to ensure a coordinated approach to the
OECD work on Base Erosion and Profit
Shifting ("BEPS") within the European
Union and establishes certain minimum
standards that EU Member States need to
adhere to in the field of interest limitation,
exit taxation, controlled foreign compa-
nies, general anti-abuse rules and hybrid
mismatches.

The Interest Limitation Rule ("ILR") must be
adopted into national law by 31 Decem-
ber 2018. However, EU Member States are
allowed to grandfather existing interest
limitation rules which are equally effective
to the interest limitation rule setout in the
ATAD by 1January 2024, at the latest. Out
of the 28 EU countries, 11 countries have
opted to apply the grandfathering rules.

WTS Global has concluded a European WTS
ILR Study regarding the implementation
of the ILR in the various EU Member States.
For comparison purposes, the scope of
this survey has been extended to Norway,
Switzerland and the United States aswell.

This ILR Study has been conducted to pro-
vide a high-level overview of the (envis-
aged) implementation, and differences in

outcome, of the ILR in the aforementioned
countries. The input, on which this ILR
Study is based on, comes from local tax
experts of the Global WTS network who
are frequently dealing with ILR issues and
who are, therefore, familiar with, both,
the theoretical aswell as the practical
background (if there isacurrent regula-
tion in place).

Daniela Holzrichter
The ATAD does not prohibit EU Member WIS Germany
States from applying other rules in addi-
tion to the ILRwhich combat the deduction
of interest expenses, although in another
way. For the sake of completion, we note
that this survey solely focuses on (pro-
posed) ILR legislation that is comparable,
or in line with the ATAD proposal and does
not take into account any other base-
erosion measures EU Member States may
have.

Should you have any questions on ILR is-
sues, please feel free to contact one of our
colleagues in the relevant country. We will
be atyour service.

Daniela Holzrichter

WTS Germany

Gerbrand Hidding
Atlas Tax Lawyers

1 On 21 February, 2017 the EU Member States reached agreement on a Directive that will amend the
Anti-Tax Avoidance Directive ("ATAD II"). ATAD Il does not impact the subject of this survey, and isthere-

fore considered irrelevant.
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Gerbrand Hidding
Atlas Tax Lawyers



Introduction

Background and objective
of the ILR

According to the ATAD, multi-national
groups of companies have increasingly
engaged in shifting profits through the use
of excessive interest payments in order to
reduce their global tax liability. The ILR, as
laid down in the ATAD, discourages such
practices by limiting the deductibility of
taxpayers' exceeding borrowing costs
("EBC").

The basic rule of the ILR

Whether the tax deductibility of EBC is in-
deed impacted by the ILR depends on the
tax-adjusted earnings before interest, tax,
depreciation and amortization ("EBITDA")
of the taxpayer. In this context, article 4
(1) of the ATAD prescribes that EBC may be
deductible only up to 30 percent of the
taxpayers EBITDA. Thiswording entails that
30 percent isthe absolute maximum EU
Member States are allowed to apply in de-
fining the basic rule of the ILR and it leaves
it at the discretion of the EU Member States
to apply a lower percentage in order to
protect their tax base.

As clearly stated in the ATAD, tax exempt
revenues should not be available to set off
tax deductible interest expenses. Article 4
(2) of the ATAD, therefore, prescribes that
taxpayers have to make certain adjust-
ments to the EBITDA (such as excluding
tax exemptincome and adding back
tax-adjusted amounts for depreciation
and amortization) in order to arrive at the
tax-adjusted EBITDA. We have encoun-
tered many differences in the definition
of the tax-adjusted EBITDA by the various
countries. In some countries, it is allowed
to transfer (unused) EBITDA capacity within
the group, whereas in other countries,
certain taxable income hasto be excluded
from the tax-adjusted EBITDA definition.
The exact definition of the tax-adjusted
EBITDA in the various countries goes be-
yond the scope of this survey considering
the level of detail that comes along with
defining the tax-adjusted EBITDA for all
countries.

4 Interest Limitation Rules in the EU

The ILR isaimed at combating interest
deduction in situations only where atax-
payer isin a net'interest' paying position.
Interest income and interest expenses
should, therefore, always be settled

prior to the application of the ILRwithout
making a distinction between group debt
and third-party debt. Article 2 (1) of the
ATAD provides a definition of which kind
of costs are in scope in order to determine
whether ataxpayer is a net'interest' pay-
ing position. According to this definition, a
wide variety of cost should be considered
as 'interest' cost such as the finance cost
element of finance lease payments, pay-
ments under profit participating loans and
certain foreign exchange gains. It follows
that this wide definition of 'interest' cost
could result in an administrative hurdle for
taxpayers in order to determine whether
they are in a net 'interest' paying position
for the purpose of the ILR.

The safe harbor rule

In order to reduce the administrative bur-
den ofthe ILR for taxpayers without a 'sig-
nificant' EBC, the ATAD provides for a safe
harbor rule. According to this safe harbor
rule, EBC of ataxpayer should always be
deductible up to a certain amount regard-
less of the outcome when applying the
EBITDA-based rule. Article 4 (3) of the ATAD
prescribes that EU Member States are al-
lowed to introduce a safe harbor rule with
a maximum of EUR 3m ("the Threshold").

We have recognized awide variety in

the implementation of the safe harbor
rule in the various countries. The differ-
ences in implementation, however, do
not only relate to the amount which is
sheltered against the application of the
ILR (as depicted below), but also relate to
the interpretation of safe harbor rule in
case the EBC of the taxpayer exceeds the
amount of threshold. In some countries,
such as Germany, the outcome is that the
threshold, in that case, no longer ap-
plies ("all-or-nothing approach"). This
implies that the taxpayer always has to
rely on the EBITDA based rule in situations
where EBC exceeds the threshold. Another
interpretation of the threshold isthat EBC



are always deductible up to the amount
of the threshold. This approach has the
significant upside that in case of a nega-
tive EBITDA, or avery limited EBITDA, the
EBC remains deductible up to the amount
of the threshold.
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The alternative methods

Article 4 (5) of the ATAD allows EU Member
States to implement alternative methods
for calculating whether the EBC are in
scope of the ILR. According to these alter-
native methods, taxpayers are allowed

to fully deduct their EBC provided that the
equity ratio (equity over total assets) are
similar or higher than the equivalent ratio
of the group ("equity escape"). In addi-
tion, the ATAD allows EU Member States
to implement a rule based on which a
taxpayer isallowed to, basically, rely on
the EBITDA ratio of the group.

Other exemptions

The ATAD provides for awide list of
exemptions (both subjective and objec-
tive) that may be implemented by the EU
Member States in the context of the ILR. As
an example, considering such entity is not

wts global

able to shift profits by excessive interest
payments within the group, 'stand-alone’
entities (i.e. ataxpayer not part ofa
consolidated group and has no associated
enterprise or permanent establishment)
may be excluded from the scope of the
ILR. The ATAD further allows to grandfa-
ther certain existing loan arrangement
concluded prior to 17 June 2016, provided
that these loan arrangements have not
been modified afterwards and allows to
exempt loans concluded in the context of
long-term public infrastructure projects.

Final remarks

Some countries under review already have
an ILR in place which iscomparable, or in
line with the ATAD proposal. In most cases,
these countries have opted to grandfather
their existing regulation. Most countries,
however, do not currently have an ILR in
place which is comparable, or in line with
the ATAD proposal and will, therefore,
have to amend their existing legislation. In
only afew of the countries under review,
final legislation has been enacted in order
to implementthe ILR into domestic law.

In most countries, the legislation is still

in adraft phase and, therefore, subject to
further amendments. For the purpose of
this survey, we have used this draft legisla-
tion asif itwere final. Unfortunately, some
countries, which have to amend their
domestic legislation, have not published
any (draft) legislation as yet.

The following only gives an overview, and
therefore, is not complete and should be
understood aswork in progress due to
ongoing amendments in domestic legisla-
tion in the relevant countries. The infor-
mation in this survey is up to date as of

10 September 2018, and will be updated
with enacted legislation later on.

Interest Limitation Rules in the EU



Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business

purpose of the taxpayer?

Austria

Yes

No

No draft legislation
has been published

01 January 2024

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

1 Please view this matrix as asnapshot of current legislation status as described in the introduction.
2 Underthe current legislation, the regulation will be applicable asfrom financial year 2020. How-

ever, the effective date may be changed to financial years starting on or after 1January 2019.

3 Certain investment vehicles subject to aderogating tax regime are excluded.
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u

Belgium

No

Yes2

Legislation enacted

N/A

Yes

No3

No

No
Yes
No
No
Yes
Yes

Yes

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

The threshold isto be allocated proportionally amongst all affiliated Belgian companies

and permanent establishments.
5 A companywith excess interest capacity will be able to ‘grant' (all or part of) its un-
utilised excess interest capacity to the affiliated entity bearing the funding cost; such

transfer of unutilized interest capacity is subject to a (tax-neutral) payment being made

by the group entity benefitting from the interest capacity transfer to compensate for the

resulting tax saving.

Austria

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

wts global

U

Belgium

Yes
Yes

No

EUR 3 million4
Allowance

30 percent of the
taxpayer's EBITDA

No

No

No

Yes, unused
interest capacity5

For the purpose of cal-
culating the amount of
exceeding borrowing costs
or the EBITDA, interest paid
to or received from affili-
ated Belgian companies or
PE's must be eliminated.

Yes, without limitation in
time

No
No

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.
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Bulgaria

No

Yes

Draft legislation has
been published

N/A

Yes

Yes

No

Yes

Yes

Yes

Yes

No

Yes

No

No

$

Croatia
No
Yes

Draft legislation has
been published

N/A

Yes

Yes

Yes

Yes
Yes
Yes
Yes
Yes
Yes

No

No



3 Objective Scope
of application:
exempted kinds
of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible
interest expenses
and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

Bulgaria

No

No

No

BGN 0,5 million

Allowance

30 percent of the
taxpayer's EBITDA

No

No

No

No

No

Yes, without limitation

intime

No

No

No

wts global

Croatia

N/A

Yes

No

EUR 3 million
Allowance

30 percent of the tax-
payer's EBITDA

N/A

N/A

N/A
N/A

N/A
Yes, for 3years

No
No

No

Interest Limitation Rules in the EU 9



Legislation

St

atus of legis-

lation in the

re

levant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from
01l January 20191

1

2

Subjective scope
of application
concerning the
legal status of
the taxpayer

Subjective scope

concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

10

introduction.
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Cyprus

No

Yes

No draft legislation has
been published

N/A

Yes

Yes

No

No

Yes

Yes

Yes

Yes

Yes

Yes

No

Czech Republic

No

Yes

Draft legislation has
been published

N/A

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible
interest expenses
and non-used

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

Cyprus

Yes

Yes

No

EUR 3 million

Allowance

30 percent of the
taxpayer's EBITDA

Yes

No

Yes

No

No

Yes, without limitation

intime

No

Yes, for 5years

No

wts global

y

Czech Republic

No

No

No

CZK 80 million
Allowance

30 percent of the
taxpayer's EBITDA

No

No

No
No

No

Yes, without limitation
intime

No

No

No

Interest Limitation Rules in the EU 11



Le

gislation

Status of legis-
lation in the

re

levant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from
01l January 20191

1

2

Subjective scope
of application
concerning the
legal status of
the taxpayer

Subjective scope

concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

12

introduction.
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Denmark

Yes

Yes

Draft legislation has
been published

Uncertain

Yes

Yes

No

No

Yes

Yes

Yes

No

No

No

No

Estonia

No

Yes

Draft leglisation has
been published

N/A

Yes

Yes

No

No

Yes

Yes

Yes

No

Yes

Yes

No



3 Objective Scope
of application:
exempted kinds
of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of

non-deductible
interest expenses
and non-used
interest capacity

published.

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another
group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

6 A new proposal regarding changing the current EBIT rule to an EBITDA rule has been

k m

Denmark

No

No

No

DKK 21.3 million

Allowance

80 percent of the

taxpayer's EBIT6

Yes

No

Yes

No

No

Yes, without limitation
intime

No

No

No

wts global

Estonia

No
Yes

No

EUR 3 million

Allowance

30 percent of the
taxpayer's EBITDA
Yes

Yes

No
No

No

Yes, without limitation
intime

No
No

No

Interest Limitation Rules in the EU 13



Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01 January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business

purpose of the taxpayer?

Finland

No

Yes

Draft legislation has
been published

N/A

Yes

Yes

Yes

No

Yes

Yes

No

Yes

No

No

No

1 Please view this matrix as asnapshot of current legislation status as described in the introduction.

8 France has been authorised by the EU Commission to grandfather already existing regulations by 01 January
2024. However, in September 2018, the French Government announced that it intends to implementa new
regulation as of 01 January 2019. Whether this new regulation will get enacted is still uncertain.

14 Interest Limitation Rules in the EU

u

France
Yes
Uncertain8

No draft legislation has
been published

01 January 20248

Yes

Yes

No

No
Yes
Yes
No
No
No

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

7 A separate threshold amounting to EUR 0.5 million for interest expenses paid to
affiliated companies is applicable.

Finland

No

No

No

EUR 3 million7

Allowance

25 percent of the
taxpayer's EBITD

No

No

No

No

No

Yes, without limitation

intime

No

Yes

No

U

wts global

France

No

No

No

EUR 3 million

All-or-nothing

75 percent of the net
interest expense

No

No

Yes

No

No

No

No

No

No

Interest Limitation Rules in the EU 15



Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.

9 With regard to corporations, it isapplicable only if certain requirements are met.
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Germany

Yes

Yes

No draft legislation has
been published

Uncertain

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes9

No

No

No

Greece

No

Yes

No draft legislation has
been published

N/A

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if
the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?
Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

Germany

No

No

No

EUR 3 million

All-or-nothing

30 percent of the
taxpayer's EBITDA

Yes, under certain
conditions

No

Yes

No

No

Yes, without limitation
intime

No

Yes, for 5years

No

wts global

Greece

No

No

No

EUR 3 million

Allowance

30 percent of the
taxpayer's EBITDA

No

No

N/A

No

No

Yes, without limitation

intime

No

No

No

Interest Limitation Rules in the EU
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business

purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.
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Hungary

Yes

No

No draft legislation has
been published

01 January 2021

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

u

Ireland
Yes
No

No draft legislation has
been published

01 January 2024

N/A

N/A

N/A

N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of

interest expenses
and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

[

Hungary

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A

N/A

N/A
N/A
N/A

N/A

wts global

U

Ireland

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A

N/A

N/A
N/A
N/A

N/A

Interest Limitation Rules in the EU
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place

that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business

purpose of the taxpayer?

U

Italy
Yes
Yes

Legislation enacted10

N/A

Yes

Yes

No

No
Yes
Yes
No
No
Yes

No

Holding entities of
financial undertakings

1 Please view this matrix as asnapshot of current legislation status as described in the introduction.
10 Italian Government has recently issued the scheme of the Legislative Decree officially implement-
ing the ATAD which will provide further changes to some of the current provisions (already largely

consistentwith the ATAD) in order to achieve even greater consistency with the EU Directive.
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5

Latvia
No
Yes

No draft legislation has
been published

N/A

Yes

Yes

No

No
Yes
Yes
Yes
No
Yes

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular
kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

11 Latvia: The threshold is applicable only if in addition, a 4:1 debt-to-equity ratio is met.

Italy

No

No

No

N/A

N/A

30 percent of the

taxpayer's EBITDA

No

No

Yes

Yes, exceeding
borrowing cost

No

Yes, without limitation

intime

No

Yes, without limitation
intime

No

Interest Limitation Rules in the EU

wts global

Latvia

No
No

Certain loans are ex-
empt (e.g. loans from
credit institutions, state
instiutitions, etc.)

EUR 3 million1l

All-or-nothing

30 percent of the
taxpayer's EBITDA

No

No

N/A
No

No
No

No

No

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place

that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope

concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business

purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.

12 Most of the corporations, subjectto limited taxation, qualify as financial undertakings

(SIF, SICAR, Securitization vehicle, UCITs, etc.).
13 Answer is "yes", if the calculation is made atthe level of the partner.
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m

Lithuania

Yes

No

No draft legislation has
been published

01 January 2024

N/A

N/A

N/A

N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A

Luxembourg

No

Yes

Draft legislation has
been published

N/A

Yes

Yesi

No1s

No

Yes

No1s

No

Yes

Yes

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of

interest expenses

interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

u

Lithuania

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
N/A
N/A

N/A

wts global

Luxembourg

Yes

Yes

No

EUR 3 million
Allowance

30 percent of the
taxpayer's EBITDA

No

Yes

No
No

No

Yes, for 5 years
No
Yes, for 5 years

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.
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Malta

No

Yes

No draft legislation has
been published

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Netherlands

No

Yes

Draft legislation has
been published

N/A

Yes

Yes

No

No

Yes

Yes

Yes

Yes

No

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

CJ

Malta

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A

N/A
N/A

N/A
N/A

N/A

wts global

/

Netherlands

No

No

No

EUR 1 million
Allowance

30 percent of the
taxpayer's EBITDA

No

No

Yes
No

No

Yes, without limitation
intime

No

No

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01 January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.
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Poland

No

Yes

Legislation enacted

N/A

Yes

No

Yes

No

Yes

Yes

No

No

Yes

No

No

Portugal

No

Yes

No draft legislation has
been published

N/A

Yes

Yes

No

No

Yes

Yes

Yes

No

Yes

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible
interest expenses

interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

14 A new proposal regarding changing the current EBITDA rule from 30% to 20% has been

published.

15 The tax adjustments to the EBITDA disregard certain elements (including losses linked
with fairvalue and equity method valuation), leading to a potentially higher threshold
- which may be questionable, pursuantto the de minimis basis of the directive.

Poland

Yes

Yes

No

PLN 3 million

Allowance

30 percent of the
taxpayer's EBITDAM4

No

No

Yes

No

No

Yes, for 5years

No

No

No

wts global

Portugal

No

No

No

EUR 1 million
Allowance

30 percent of the
taxpayer's EBITDAL

No

No

Optional
No

No

Yes, for 5years
No
Yes, for 5years

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01 January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.
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U

Romania

No

Yes

Legislation enacted

N/A

Yes

Yes

No

No
Yes
Yes
Yes
Yes
No

No

No

gy

Slovakia

Yes

No

No draft legislation has
been published

Uncertain

Yes

No

No

No

Yes

No

No

No

Yes

No

No



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

16 A possible increase of the threshold to EUR 3 million, currently, is under discussion.

U

Romania

No

Yes

No

EUR 0.2 million16
Allowance

10 percent of the
taxpayer's EBITDA

No

No

No

No

No

Yes, without limitation
intime

No

No

No

wts global

531

Slovakia

No
No
No
N/A
N/A

25 percent of the
taxpayer's EBITDA

No

No

No

No

No
No

No
No

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:

In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.
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fm

Slovenia
Yes
No

No draft legislation has
been published

Uncertain

N/A

N/A

N/A

N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A

Spain

Yes

Yes

No draft legislation has
been published

Uncertain

Yes

Yes

No

No

Yes

Yes

Yes

No

Yes

No

Interest limitation rule
not applicable inyear
of liquidation, unless
liquidation is part ofa
restructuring transaction



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

Ia

Slovenia

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
N/A

N/A

wts global

E

Spain

Uncertain

No

No

EUR 1 million
Allowance

30 percent of the
taxpayer's EBITDA

No

No

Yes
No

No

Yes, without limitation
intime
No

Yes, for 5years

No
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Legislation

Status of legis-
lation in the
relevant country

Does the country currently have regulations in place
that are equally effective and/or are similar to the
ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation:
In the event of exercising the ATAD Grandfathering

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from

01l January 20191

1 Subjective scope
of application
concerning the
legal status of
the taxpayer

2 Subjective scope
of application
concerning the
business purpose
of the taxpayer

Corporations resident in the relevant country

Corporations subject to limited taxation in the
relevant country

Partnerships resident in the relevant country

Individuals with economic activity resident in the
relevant country

Permanent establishment of corporations
non-resident in the relevant country

Permanent establishment of partnerships
non-resident in the relevant country

Permanent establishment of individuals

non-resident in the relevant country

Are qualifying stand-alone entities exempted?

Are qualifying financial undertakings exempted?

Are qualifying real estate undertakings exempted?

Are there other exemptions concerning the business
purpose of the taxpayer?

1 Please view this matrix as asnapshot of current legislation status as described in the

introduction.

17 Notapplicable to the extent that the partnership is held directly or through another
partnership by individuals.
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15

Sweden

No

Yes

Legislation enacted

N/A

Yes

Yes

Yesl7

No
Yes
Yes
No
No

No

No

United Kingdom

Yes

Yes

Legislation enacted

N/A

Yes

Yes

No

No

Yes

Yes

No

No

No

Yes

No



3 Objective Scope
of application:
exempted kinds
of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible
interest expenses
and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on a group-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

18 As opposed to acompany-by-company basis, the interest limitation rule applies on a
consolidated worldwide group basis.

Sweden

No

No

No

SEK 5 million

Allowance

30 percent of the
taxpayer's EBITDA

No

No

No

Yes, exceeding
borrowing cost

No

Yes, for 6 years

No

No

No

wts global

United Kingdom

No

Yes

No

GBP 2 million

Allowance

30 percent of the
taxpayer's EBITDAIB

No

Yes

No

No

Applied at company
level; the Group can

electin which company

to apply the interest
limitation rule

Yes, without limitation
intime
No

Yes, for 5years

No
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Interest Limitation Rules comparable to
Article 4 of Council Directive (EU) 2016/1164
of 12 July 2016 in selected non-EU countries
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Hi O

Norway Switzerland
Legislation
Status of legis- Does the country currently have regulations in place No No
lation in the that are equally effective and/or are similar to the
relevant country ATAD rule which could be grandfathered?
Presumably, could there be a (new) regulation Yes No
in line with ATAD which would be in force as from
01 January 2019 onwards?
Current status of (new) legislation: Draft legislation has No draft legislation has
been published been published
In the event of exercising the ATAD Grandfathering N/A N/A
Rule: when does the country intend to revise its
current regulation?
The following interest limitation regulation will be in force as from
01 January 20191
1 Subjective scope Corporations resident in the relevant country Yes N/A
of application
concerning the Corporations subject to limited taxation in the Yes N/A
legal status of relevant country
the taxpayer
Partnerships resident in the relevant country Yes N/A
Individuals with economic activity resident in the No N/A
relevant country
Permanent establishment of corporations Yes N/A
non-resident in the relevant country
Permanent establishment of partnerships Yes N/A
non-resident in the relevant country
Permanent establishment of individuals Yes N/A
non-resident in the relevant country
2 Subjective scope Are qualifying stand-alone entities exempted? Yes N/A
of application
concerning the Are qualifying financial undertakings exempted? Yes N/A
business purpose
of the taxpayer Are qualifying real estate undertakings exempted? No N/A
Are there other exemptions concerning the business Entities active in the N/A
purpose of the taxpayer? petroleum, shipping or

power business

1 Please view this matrix as asnapshot of current legislation status as described in the
introduction.
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3 Objective Scope
of application:
exempted kinds
of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible
interest expenses
and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on agroup-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?
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Hi
Norway

No
No
No
NOK 10 million
All-or-nothing

25 percent of the
taxpayer's EBITDA

Yes

No

Yes

No

No

Yes, for 10 years
No
No

No

[

Switzerland

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A

N/A

N/A

N/A
N/A
N/A

N/A
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United States

Legislation

Status of legis- Does the country currently have regulations in place Yes
lation in the that are equally effective and/or are similar to the

relevant country ATAD rule which could be grandfathered?

Presumably, could there be a (new) regulation Yes
in line with ATAD which would be in force as from
01 January 2019 onwards?

Current status of (new) legislation: Legislation enacted1
In the event of exercising the ATAD Grandfathering N/A

Rule: when does the country intend to revise its
current regulation?

The following interest limitation regulation will be in force as from
01 January 20191

1 Subjective scope Corporations resident in the relevant country Yes
concerning the Corporations subject to limited taxation in the Yes
legal status of relevant country

Partnerships resident in the relevant country Yes
Individuals with economic activity resident in the Yes

relevant country

Permanent establishment of corporations Yes
non-resident in the relevant country

Permanent establishment of partnerships Yes
non-resident in the relevant country

Permanent establishment of individuals Yes
non-resident in the relevant country

2 Subjective scope Are qualifying stand-alone entities exempted? No
of application
concerning the Are qualifying financial undertakings exempted? No
business purpose
of the taxpayer Are qualifying real estate undertakings exempted? Yes
Are there other exemptions concerning the business Small businesses, certain
purpose of the taxpayer? entities active in floor plan

financing and farming
business, certain utilities

1 Please view this matrix as asnapshot of current legislation status as described in the introduction.

19 UStax rules incorporate various elements of the ATAD in different sections of the Internal Revenue Code. The mentioned points specifically deal with interest
expense deductibility limitation rules as described under I.R.C. §163(j). §163(j) was recently modified and enacted on December 22, 2017 by the Trump
administration as part of the Tax Cuts and Jobs Act of 2017 ("TICA"). Due to recent passage of new U.S. tax legislation under the Trump administration, the
anticipated release of Final, Temporary, and Proposed Treasury Regulations may modify some of the conclusions mentioned.

Interest Limitation Rules in the EU 37



3 Objective Scope
of application:

of loan agree-
ments

4 Threshold

5 Group aspects

6 Utilization of
non-deductible

and non-used
interest capacity

Will grandfathering rules be introduced for certain
existing loan arrangements?

Are loans concluded in the framework of qualifying
public private infrastructure projects exempt?

Are there other exemptions regarding particular

kinds of loan agreements?

What isthe amount of the threshold?

Isthe threshold meant as an allowance or as a limit
("all-or-nothing")?

Towhat extent are interest expenses deductible if

the threshold is exceeded?

Are taxpayers allowed to rely on agroup-equity-rule?

Are taxpayers allowed to rely on an earnings-based
worldwide group-ratio-rule?

With regard to tax groups, isthe interest limitation
rule to be applied atthe level of the (consolidated)
group?

Is either an amount of exceeding borrowing cost or
an unused interest capacity transferrable to another

group company?

Are there other group aspects?

Can exceeding borrowing cost be carried forward?

Can exceeding borrowing cost be carried back?

Can an unused interest capacity be carried forward?

Can an unused interest capacity be carried back?

20 As of 01 January 2022: 30% of the taxpayer's EBIT.
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United States

No

Yes

No

N/A

N/A

30 percent of the
taxpayer's EBITDAD

No

No

Yes

No

No

Yes, without limitation

intime

No

No

No
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Further regulations that particularly aim at
the limitation of interest expense deduction
(EU countries)
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Are there any further regulations (other than the one described in the matrix)
that particularly aim atthe limitation of interest expense deduction? 1

Austria Interest payments to related parties Estonia N/A
may be non-deductible if on the
recipient side it istaxed at a rate of
less than 10%.

Finland N/A
U Belgium A debt-to-equity-ratio rule of 5:1
may be applicable. | | France Various interest limitation rules
may apply.
Bulgaria N/A
Germany For trade tax purposes, basically,
1/4 of the interest expense may be
non-deductible.
Croatia A debt-to-equity-ratio rule of 4:1

may be applicable.

The deduction of interest on group -~ Greece The deduction of interest on third-
loans is subject to a maximum inter- party loans is subject to a maximum
est percentage. interest percentage, except for bank
loans.
Cyprus N/A
Hungary A debt-to-equity-ratio rule of 3:1

may be applicable.

Czech Republic A debt-to-equity-ratio rule of 6:1
may be applicable.
U Ireland Further interest limitation rules

may apply.

Denmark A debt-to-equity-ratio rule of
4:1 may be applicable.

Exceeding borrowing cost are
deductible only up to 2.9% of the
tax value of qualifying assets at
year-end.

1 Only regulations are mentioned here thatdirectly and particularly aim atthe limitation of interest expense deduction
(transfer pricing regulations, debt to equity recharacterizations, principal-purpose-test etc. have to be considered aswell).
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Are there any further regulations (other than the one described in the matrix)
that particularly aim atthe limitation of interest expense deduction? 1

U Italy Interest expenses in relation to I ] Portugal N/A
profit participating loans (and other
financial instruments) may be non-
deductible.
ﬂ_| Romania N/A
Latvia A debt-to-equity-ratio rule of 4:1
may be applicable. ,_1 Slovakia N/A
Lithuania A debt-to-equity-ratio rule of 4:1 Slovenia A debt-to-equity-ratio rule of 4:1
may be applicable. may be applicable.
Further interest limitation rules
may apply.

Spain Financial expenses relating to
acquisition debt may be deductible
only up to 30% of the acquirer's

Luxemburg N/A EBITDA.
Financial expenses arising from
intra-group debt used for (i) the
o m Malta Further interest limitation rules may acquisition of other group entities
apply. or (ii) contributions to equity of
other group entities may be non-
deductible unless there are valid
economic reasons.
Netherlands Various interest limitation rules
may apply which basically target
the deduction of interest related to
exemptincome (acquistion debt, m m Sweden Various interest limitation rules
dividend distributions and repay- may apply which basically target
ment of capital). the deduction of interest related to
intra-group debt or profit participa-
tion loans.

Poland N/A

%i§ United Kingdom A principal purpose test specific to
I loan relationships may apply.

1 Only regulations are mentioned here thatdirectly and particularly aim atthe limitation of interest expense deduction
(transfer pricing regulations, debt to equity recharacterizations, principal-purpose-test etc. have to be considered aswell).
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Further regulations that particularly aim at
the limitation of interest expense deduction
(selected non-EU countries)
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Are there any further regulations (other than the one described in the matrix)
that particularly aim atthe limitation of interest expense deduction? 1

Norway N/A United States Debt instruments may be reclassi-
I_a fied into equity by the IRS in certain
situations, interest expenses on the
reclassified debt are disregarded for

Switzerland A thin capitalization rule may be tax purposes.
applicable that requires a minimum
equity ratio for each asset class. Interest expenses on related party

loans can only be deducted if the
interest expense is actually paid (as
opposed to accrued).

1 Only regulations are mentioned here thatdirectly and particularly aim atthe limitation of interest expense deduction
(transfer pricing regulations, debt to equity recharacterizations, principal-purpose-test etc. have to be considered aswell).
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Article 2 and 4 ATAD

Article 2, Definitions

For the purposes of this Directive, the fol-
lowing definitions apply:

1 ‘'borrowing costs' means interest ex-
penses on all forms of debt, other costs
economically equivalent to interest
and expenses incurred in connection
with the raising of finance as defined
in national law, including, without be-
ing limited to, payments under profit
participating loans, imputed inter-
est on instruments such as convert-
ible bonds and zero coupon bonds,
amounts under alternative financing
arrangements, such as Islamic finance,
the finance cost element of finance
lease payments, capitalised interest
included in the balance sheetvalue of
a related asset, or the amortisation of
capitalised interest, amounts mea-
sured by reference to afunding return
under transfer pricing rules where
applicable, notional interest amounts
under derivative instruments or hedg-
ing arrangements related to an entity's
borrowings, certain foreign exchange
gains and losses on borrowings and
instruments connected with the raising
of finance, guarantee fees for financing
arrangements, arrangement fees and
similar costs related to the borrowing
of funds;

2 'exceeding borrowing costs' means
the amount by which the deductible
borrowing costs of a taxpayer exceed
taxable interest revenues and other
economically equivalent taxable
revenues that the taxpayer receives
according to national law;

3 'tax period' means atax year, calendar
year or any other appropriate period
for tax purposes;

4 ‘'associated enterprise' means:

a an entity in which the taxpayer
holds directly or indirectly a par-
ticipation in terms ofvoting rights
or capital ownership of 25 percent
or more or is entitled to receive 25
percent or more of the profits of
that entity;
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b an individual or entity which holds
directly or indirectly a participa-
tion in terms of voting rights or
capital ownership in ataxpayer of
25 percent or more or is entitled to
receive 25 percent or more of the
profits of the taxpayer;

If an individual or entity holds di-
rectly or indirectly a participation of
25 percent or more in ataxpayer and
one or more entities, all the entities
concerned, including the taxpayer,
shall also be regarded as associated
enterprises.

For the purposes ofArticle 9 and where
the mismatch involves a hybrid entity,
this definition is modified so that the
25 percent requirement is replaced by
a 50 percent requirement.

‘financial undertaking' means any of
the following entities:

a acredit institution or an invest-
ment firm as defined in point (1) of
Article 4(1) of Directive 2004/39/
EC of the European Parliament and
of the Council or an alternative
investment fund manager (AIFM)
as defined in point (b) of Article
4(1) of Directive 2011/61/EU of the
European Parliament and of the
Council or an undertaking for col-
lective investment in transferable
securities (UCITS) management
company as defined in point (b) of
Article 2(1) of Directive 2009/65/EC
of the European Parliament and of
the Council;

b an insurance undertaking as
defined in point (1) of Article 13
of Directive 2009/138/EC of the
European Parliament and of the
Council;

¢ areinsurance undertaking as
defined in point (4) of Article 13 of
Directive 2009/138/EC;

d an institution for occupational
retirement provision falling within
the scope of Directive 2003/41/EC
of the European Parliament and of

the Council, unless a Member State
has chosen not to apply that Direc-
tive inwhole orin partto that in-
stitution in accordance with Article
5ofthat Directive or the delegate
of an institution for occupational
retirement provision as referred to
in Article 19(1) of that Directive;

e pension institutions operat-
ing pension schemes which are
considered to be social security
schemes covered by Regulation
(EC) No 883/2004 of the European
Parliament and of the Council and
Regulation (EC) No 987/2009 of the
European Parliament and of the
Council aswell as any legal entity
set up for the purpose of invest-
ment of such schemes;

f an alternative investment fund
(AIF) managed by an AIFM as
defined in point (b) of Article 4(1)
of Directive 2011/61/EU or an AlF
supervised under the applicable
national law;

g UCITS in the meaning of Article 1(2)
of Directive 2009/65/EC;

h acentral counterparty as defined in
point (1) of Article 2 of Regulation
(EU) No 648/2012 of the European
Parliament and of the Council;

i acentral securities depository as
defined in point (1) of Article 2(1)
of Regulation (EU) No 909/2014
of the European Parliament and of
the Council.

'transfer of assets' means an opera-
tion whereby a Member State loses
the right to tax the transferred assets,
whilst the assets remain under the
legal or economic ownership of the
same taxpayer;

'transfer of tax residence' means an
operation whereby a taxpayer ceases
to be resident for tax purposesin a
Member State, whilst acquiring tax
residence in another Member State or
third country;



'transfer of a business carried on by a
permanent establishment' means an
operation whereby ataxpayer ceases
to have taxable presence in a Member
State whilst acquiring such presence in
another Member State or third country
without becoming resident for tax
purposes in that Member State or third
country;

'hybrid mismatch' means a situation
between ataxpayer in one Member
State and an associated enterprise in
another Member State or a structured
arrangement between parties in
Member States where the following
outcome is attributable to differences
in the legal characterisation of a finan-
cial instrument or entity:

a adeduction ofthe same payment,
expenses or losses occurs both in

the Member State in which the pay-

ment has its source, the expenses
are incurred or the losses are suf-
fered and in another Member State
(‘'double deduction'); or

b there isadeduction of a payment
in the Member State in which the
payment has its source without
a corresponding inclusion for tax
purposes of the same payment in
the other Member State (‘deduc-
tion without inclusion’).

Article 4, Interest limitation rule

1 Exceeding borrowing costs shall be

deductible in the tax period in which
they are incurred only up to 30 percent
of the taxpayer's earnings before inter-
est, tax, depreciation and amortisation
(EBITDA).

For the purpose of this Article, Member
States may also treat as a taxpayer:

a an entity which is permitted or re-
quired to apply the rules on behalf
of agroup, as defined according to
national tax law;

b an entity in agroup, as defined ac-
cording to national tax law, which
does not consolidate the results of
its members for tax purposes.

In such circumstances, exceeding bor-
rowing costs and the EBITDA may be
calculated at the level of the group and
comprise the results of all its members.

The EBITDA shall be calculated by
adding back to the income subject to
corporate tax in the Member State of
the taxpayer the tax-adjusted amounts
for exceeding borrowing costs aswell
as the tax-adjusted amounts for depre-
ciation and amortisation. Tax exempt
income shall be excluded from the
EBITDA of ataxpayer.

By derogation from paragraph 1, the
taxpayer may be given the right:

a to deduct exceeding borrowing
costs up to EUR 3 000 000;

b to fully deduct exceeding bor-
rowing costs if the taxpayerisa
standalone entity.

For the purposes of the second sub-
paragraph of paragraph 1, the amount
of EUR 3 000 000 shall be considered
for the entire group.

wts global

For the purposes of point (b) of the first

subparagraph, a standalone entity
means a taxpayer that is not part of a
consolidated group for financial ac-
counting purposes and has no associ-
ated enterprise or permanent estab-
lishment.

Member States may exclude from the
scope of paragraph 1 exceeding bor-
rowing costs incurred on:

a loans which were concluded
before 17 June 2016, but the
exclusion shall not extend to any
subsequent modification of such
loans;

b loans used to fund a long-term
public infrastructure projectwhere
the project operator, borrowing
costs, assets and income are all in
the Union.

For the purposes of point (b) of the
first subparagraph, along-term public
infrastructure project means a project
to provide, upgrade, operate and/

or maintain a large-scale asset that is
considered in the general public inter-
est by a Member State.

Where point (b) of the first subpara-
graph applies, any income arising from
a long-term public infrastructure proj-
ect shall be excluded from the EBITDA
of the taxpayer, and any excluded
exceeding borrowing cost shall not be
included in the exceeding borrowing
costs of the group vis-a-vis third parties
referred to in point (b) of paragraph 5.

Where the taxpayerisa member of a
consolidated group for financial ac-
counting purposes, the taxpayer may
be given the right to either:

a fully deduct its exceeding borrow-
ing costs if it can demonstrate that
the ratio of its equity over its total
assets is equal to or higher than the

equivalent ratio of the group and
subject to the following conditions:
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- the ratio of the taxpayer's equity
over its total assets is considered
to be equal to the equivalent
ratio of the group if the ratio of
the taxpayer's equity over its
total assets is lower by up to two
percentage points; and

all assets and liabilities are val-
ued using the same method as in
the consolidated financial state-
ments referred to in paragraph 8;

or

b deduct exceeding borrowing costs
at an amount in excess of what it
would be entitled to deduct under
paragraph 1. This higher limit to
the deductibility of exceeding
borrowing costs shall refer to the
consolidated group for financial
accounting purposes in which the
taxpayer isa member and be calcu-
lated in two steps:

- first, the group ratio isdeter-
mined by dividing the exceeding
borrowing costs of the group
vis-a-vis third-parties over the
EBITDA of the group; and

second, the group ratio is
multiplied by the EBITDA of the
taxpayer calculated pursuantto
paragraph 2.

The Member State of the taxpayer may
provide for rules either:

a to carry forward, without time
limitation, exceeding borrowing
costs which cannot be deducted in
the current tax period under para-
graphs 1to 5

b to carry forward, without time limi-
tation, and back, for a maximum of
three years, exceeding borrowing
costs which cannot be deducted in
the current tax period under para-
graphs 1to 5; or

Interest Limitation Rules in the EU

¢ to carry forward, without time limi-
tation, exceeding borrowing costs
and, for a maximum of five years,
unused interest capacity, which
cannot be deducted in the current
tax period under paragraphs 1to 5.

Member States may exclude finan-
cial undertakings from the scope of
paragraphs 1to 6, including where
such financial undertakings are part
of aconsolidated group for financial
accounting purposes.

For the purpose of this Article, the con-
solidated group for financial account-
ing purposes consists of all entities
which are fully included in consoli-
dated financial statements drawn up
in accordance with the International
Financial Reporting Standards or the
national financial reporting system
of a Member State. The taxpayer may
be given the right to use consolidated
financial statements prepared under
other accounting standards.
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trusted advisor for its international clients.
Clients of WTS Global include multina-
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