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VAT changes
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·

 The most important change is departure from 

  identification of goods and services based on 

  statistical classifications. Instead, descriptive 

  conditions have been introduced that must be met 

  in order for good or services to be tax-exempt. 

  The list of services exempt from VAT has been 

  set forth in Art. 43 of the VAT Act, and Annex 4, 

  which previously set forth the list of exempt 

  services, has been repealed. However, if the 

  act expressly refers to the statistical code for 

  a particular good or service, the 2008 version 

  of the Polish Classification of Goods and Services 

  (PKWiU) will apply. 

  Pursuant to this approach, there are changes 

  with respect to exemptions for healthcare, 

  educational, and financial and insurance services. 

  Some of these services will no longer enjoy 

  a VAT exemption. In practice this change means 

  that taxpayers providing services that were 

  previously exempt from VAT, in these fields in 

  particular, will have to review whether the 

  services they provide will still enjoy an exemption. 

  This change will be particularly painful for taxpayers 

  who, starting in 2011, will be unable to rely on 

  decisions issued by statistical authorities prior 

  to the amendment concerning classification of 

  specific goods and services. The same will apply 

  to interpretations issued by the Ministry of Finance

  concerning VAT exemption of specific services. 

 During the period from 1 January 2011 through 

  31 December 2012, the ability to deduct input 

  VAT on acquisition of vehicles with a “grill” (i.e., 

  passenger cars equipped with an interior divider 

  to create a cargo compartment in order to qualify

  as a light truck for tax purposes) will be limited 

  to 60% of the input VAT set forth in the invoice, 

  but no greater than PLN 6,000.  

  

S

came into force on 1 January 2011. 

We discuss below some of the changes 

we think are the most important.

It will no longer be possible to use partnerships 

as a vehicle to step up the basis of assets to 

market value. The rule of continuation of 

depreciation has been introduced. In the case 

of contribution of a trademark to a partnership, 

it will not be possible to carry out depreciation 

from the market value of a trademark that was 

not previously subject to depreciation; the tax 

basis for the trademark will be determined by 

the costs incurred to create the mark.

Income from sale of shares to the company 

for consideration for purposes of redemption 

has been deleted from the list of items 

constituting profit of legal persons. This means 

that this type of income will be treated the 

same as other income from disposal of shares. 

An additional formal condition has been 

introduced in order to enjoy the tax exemption 

for dividends. A taxpayer receiving dividends 

who meets the conditions with respect to the 

number of shares held and the holding period 

will also be required to present a written 

statement to the payer that the recipient has 

met these conditions. 

An income tax exemption has been introduced 

for foreign investment and pension funds 

operating in Poland. 

A share swap by individual shareholders is 

now exempt from taxation under the same 

rules as for legal persons. 
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  This restriction also applies to input VAT under 

  finance leasing or rental agreements for vehicles 

  of this type. Moreover, during this period, 

  there will be a total prohibition on deduction 

  of input VAT on purchase of fuel for these vehicles. 

 There are new rules for deducting input VAT 

  on acquisition or construction of real estate 

  in cases where the property is used for both 

  commercial and private purposes. Deduction

  will be allowed only for the percentage in 

  which the property is used for commercial 

  purposes. This rule also applies to acquisition 

  of the right of perpetual usufruct.

 VAT rates have been increased for the period 

  from 1 January 2011 through 31 December

  2013, from 22% to 23% and from 7% to 8%, 

  and a 5% rate has been introduced for certain 

  goods (as identified in Annex 10 to the VAT Act). 

The amendments discussed above were drafted 

and adopted in haste, and the new rules may 

not be perfect. It remains to be seen what the 

consequences will be in practice.
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