
December 2010Amendments to Corporate Income Tax Act

The favourable tax treatment of income from 

redemption of shares, at least insofar as voluntary 

redemption is concerned, will cease to be in effect

when the new provisions of the CIT Act go into 

effect, as the Parliament has deleted subparagraph 

2 from CIT Act Art. 10(1). As a result, the exemption 

will be available only for involuntary redemption. 

The justification presented for the proposed 

amendments to the CIT Act did not indicate 

any reasons for deleting this exemption from 

the law. 

Rules for tax optimization and rules for 

counteracting tax abuses

One of the purposes stated in the justification 

for the proposed changes in the CIT Act was to 

introduce rules to prevent tax abuses. However, 

it is difficult to accept that the current methods 

of tax planning and optimization should be 

treated as tax abuses. The existence of loopholes 

in tax law caused by regulations that are imprecise, 

sloppy or not thoroughly thought-out should not 

be regarded in any event as a form of tax abuse.

It is clear that the purpose of upcoming 

changes in Polish corporate income tax 

regulations, as with changes in personal 

income tax, are designed to close loopholes 

in the tax system by introducing regulations 

preventing continued use of various tax 

optimization schemes that are currently 

popular. 

Scope of changes

The changes are designed to prevent taxpayers 

from continuing to:

 “update” the tax value of assets by transferring 

  them to partnerships or by recognizing new values 

  of intangibles for tax depreciation purposes by 

  including them as an integral part of transferred 

  enterprises, or

employ the popular method of tax planning 

  involving an “exit” from companies through 

  a voluntary redemption of shares. 

But in introducing the changes, the Parliament 

is prohibited from violating taxpayers’ rights 

guaranteed by European Union directives.

The Polish Corporate Income Tax Act implemented 

the Parent-Subsidiary Directive (directives 2003

/123/EC and 90/435/EEC) with respect to tax 

treatment of income from participation in profit 

of legal persons, and in particular the tax exemption 

for such income where the shareholder has held 

at least 10% of the shares in a company for at 

least 2 years. The meaning of “income from 

participation in profit of legal persons” took on 

key importance. The term is defined in Art. 10(1) 

of the CIT Act to include income from redemption 

of shares or from transfer of shares to the company 

for purposes of redemption. In practice these 

provisions introduced a rule that income that a CIT

  taxpayer receives from voluntary or involuntary 

redemption of shares in a company is tax-exempt 

so long as the requirements for the holding period 

and percentage of control are met.
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