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Cash Pooling

General issues

Cash pooling

notional cash pooling (near) zero balancing notional cash pooling

No transfer of money

(near) zero balancing 

Transfer of money

reclassification into a „LOAN“

until 2006/2007

Tax risk
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Cash Pooling

Loan

Tax issues until 200Tax issues until 2006/20076/2007

cash pooling as „Loan”

or

Civil Law Tax
= PCC �
2%

taxable ?

VAT exempt

as financial service

�Civil Law Tax (CLT)Civil Law Tax (CLT)

Polish abbreviation: PCC

Exchange rate 
differences

Withholding tax

Transfer pricing
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Cash Pooling

Cash pooling as financial service

Tax issues 2008Tax issues 2008

cash pooling as „financial service”

VAT exempt

as financial service

Exchange rate 
differences

Withholding tax

Transfer pricing
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Finance Minister’s approach

� Cash pooling is classified as financial service;

� Cash pooling shall not be deemed a loan and shall not 
be subject to PCC taxation provided cash pooling 
agreement includes no essential features of  a loan agreement includes no essential features of  a loan 
agreement;

� Cash pooling including essential features of  a loan 
agreement shall not be subject to PCC taxation, 
provided that cash pooling services are rendered by a 
VAT payer
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Finance Minister’s approach

� Entities participating in cash pooling obtain income and income 

costs from interest either received or paid;

� Funds transfers among any parties to cash pooling agreements are 

tax neutral;tax neutral;

� Terms and conditions of a cash pooling agreement must not be far 

from arm’s length; 

� Cash pooling transaction is subject to limitations related to transfer 

prices.
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Capital group transaction structure accepted by tax 
authorities

Capital group transaction structure accepted by tax authorities:

� A party to any transaction is always a pool leader and a specific 

entity from the group; 

� no direct transfers between accounts of capital group companies 

occur;occur;

� interest on transfers is the same and based on the interest rates 

determined at arm’s length;

� Thin capitalization requirements;

� financial assistance issues?
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