
CHAPTER 6

T a x a t io n  S y s t e m ,  D e v e lo p m e n t  a n d  it s  I m p lic a t io n s

6 .1  T a x a t io n  S y s t e m ,  D e v e lo p m e n t  a n d  i t s  I m p lic a t io n s

T h e  g o v e r n m e n t o f P o la n d  is in th e  p r o c e s s  o f  reform ing th e  tax  
s y s te m  o f  th e  cou n try  to  b e  in line with th e  fr ee  m ark et e c o n o m y  in lieu  
o f th e  cen tra lly  p la n n ed  e c o n o m y . T h e  rev ised  d irect an d  indirect ta x e s  
h a v e  b e e n  in trod u ced  an d  m od ified  in 1 9 9 2  and  1 9 9 3  r e sp e c t iv e ly  with 
th e  e m p h a s iz e  on  neutraliz in g  in regard  to  foreign  in v estm en t. D irect 
taxation  ta k e s  th e  fo rm s o f co rp o ra te  and  p er so n a l in c o m e  ta x e s  and  
indirect ta x a tio n  ta k e  th e  fo rm s o f  v a lu e  a d d e d  ta x  (in lieu o f turn o v er  
tax), e x c i s e  tax, c u s to m s  d u tie s  an d  s ta m p  tax.

6 .1 .1  C o r p o r a te  in c o m e  ta x
1. R e s id e n t  c o m p a n ie s
C orp o rate  in c o m e  ta x  o f  th e  P o lish  re s id e n t c o m p a n ie s  is 

im p o se d  on  th e  n e t profit a s  sh o w n  in th e  a u d ited  profits an d  lo s s  
a c c o u n t  an d  b a la n c e  s h e e t  a fter s o m e  a d ju stm e n ts  a s  stip u la ted  by th e  
C o rp o ra te  In co m e T ax  Act. It is lev ied  at th e  current flat rate o f 38%  
(from  1 J a n u a ry  1 9 9 7  w h ich  re d u c ed  from  40%  in 1 9 9 6 )  an d  is to  b e  
further r e d u c e d  by 2%  e a c h  y e a r  to  rea ch  32%  by th e  y e a r  2 0 0 0 . N et  
profits is c a lc u la ted  an d  b a s e d  on  th e  s u c c e s s iv e  12  m o n th s  period  
w h ich  c o n s t itu te s  a ta x a b le  y ea r . A n n u al ta x  return m u st b e  filed  with th e  
T ax  O ffice  within tw o  m o n th s  a fter th e  y ea r -e n d . T h is is to  h elp  b o o s t  o f  
e c o n o m y .69

69 Price Waterhouse, “Doing Business in Poland”, USA, p. 19 and Price 
Waterhouse, “Corporate Taxes: A Worldwide Summary”, USA, p. 519.
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D iv id en d s d istributed  to  th e  s h a r e h o ld e r s  is su b je c t  to  ล w ithhold ing  tax  
at th e  rate o f  20%  w h e th e r  or not it is in ter -co m p a n y  d iv id en d s. T h is tax  
is w ith h eld  at s o u r c e  by th e  c o m p a n y  that p a y s  d iv id e n d s . T h e  
w ith h old in g  tax  is cred ita b le  a g a in s t  th e  final ta x  liability o f  su c h  
recip ien t. T h is re su lts  in n o  d o u b le  taxation . It is further provid ed  that if 
th e  P o lish  c o m p a n y  rece iv in g  th e  d iv id en d s h a s  nil or in su ffic ien t oth er  
in c o m e  for o ffse t, s u c h  tax  cred it is carried  forw ard .70

W ith r e s p e c t  to  th e  c o m p a n y  that in cu rs lo s s  from  its 
b u s in e s s  o p era tio n , su c h  lo s s  c a n  b e  carried  forw ard to  o ff s e t  a g a in s t  
future profits by d ed u ctin g  s u c h  lo s s  in th re e  e q u a l p arts o v e r  th e  n ex t  
th re e  y e a r s . เท th e  c a s e  th er e  is n o  profits to  b e  o f f s e t  within a n y  o f th e  
th re e  y e a r s , s u c h  e lig ib le  lo s s  d ed u ctio n  will b e  void . N o lo s s  carry  
b ack w ard  is a llo w e d .71

P o lish  re s id e n t co rp o ra tio n s a re  ta x e d  on  th e  w orld w id e  
in c o m e  b a s is .72 เท th e  c a s e  it h a s  e a r n e d  an  in c o m e  from  o v e r s e a s  
s o u r c e  an d  it is su b je c t  to fo re ig n  tax, su c h  foreign  ta x  m a y  b e  cred ita b le  
in co m p u ta tio n  o f th e  P o lish  tax; p rovid ed  that th e  a m o u n t o f th e  credit 
d o e s  not e x c e e d  th e  a m o u n t o f tax  c a lc u la ted  u n d er  th e  P o lish  tax  
r e g im e .73

G roup tax  co n so lid a tio n  m a y  b e  p o s s ib le  for a  limited  
c o m p a n y  an d  joint s to c k  c o m p a n y  u p on  g ettin g  an  a g r e e m e n t  with th e  
T ax  O ffice.

70 Price Waterhouse, “Doing Business in Poland", USA, pp. 120-121 and Price 
Waterhouse, “Corporate Taxes: A Worldwide Summary”, p. 523.

า' Ibid., p. 123
^  Ibid., p. 119
73This เร่ according to the OECD tax treaty model.
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A b ran ch  o ff ic e  o f  a  fore ign  corp oration  a lth o u g h  is 
re g a rd ed  a s  a  re s id e n t c o m p a n y  (for P o lish  ta x  p u r p o s e s ) , it is ta x ed  
differently . A bran ch  o ffic e  p a y s  ta x e s  on  th e  b a s is  o f  g r o s s  “ im p u te d ” 
in c o m e  a t th e  fo llow in g rates:

- 5%  for fo re ig n  tra d e  in co m e
- 10%  for co n stru ctio n  in c o m e
- 60%  for c o m m iss io n  in c o m e
- 20%  for o th er s  not sp e c if ie d  a b o v e

H o w ev er , if it is p roved  th at th e  ta x a b le  in c o m e  is o v er  
im p u ted  th e  bran ch  ca n  p a y  ta x  on  th e  a ctu a l a m o u n t but it is 
d ete rm in ed  th at th e  a m o u n t a s  p roved  c a n n o t b e  l e s s  th an  th e  fo llow ing  
p e r c e n ta g e s  o f th e  g r o s s  in com e:

- 3%  for foreign  tra d e  in co m e
- 6%  for co n stru ctio n  in c o m e
- 40%  for c o m m iss io n  in co m e
- 12%  for o th er s  not s p e c if ie d  a b o v e

T h ere  is no  further ta x  on  th e  profits tra n sfer  b a ck  to  th e
h e a d  o ffice .

T ec h n ica l inform ation  o ff ic e  an d  su p e rv iso ry  o ff ic e  a re  not 
ta x a b le  en titie s .

2 . N o n - r e s id e n t  c o m p a n ie s
F oreign  c o m p a n ie s  h av ing  no b u s in e s s  p r e s e n c e  in 

P o la n d  but r e c e iv e  royalty, in terest an d  d iv id e n d s  from  th e  s o u r c e  in 
P o la n d  will b e  su b je c t  to th e  w ithhold ing  ta x  at th e  rate o f 20%  u n le s s  
o th er w ise  re d u c ed  or e x e m p t by th e  D o u b le  T ax  T reaty  a s  s ig n e d  with
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re lev a n t co u n tr ie s . P r e se n tly  P o la n d  h a s  s ig n e d  th e  D o u b le  T ax  T reaty  
with 5 6  d ifferen t co u n tr ie s , including T h ailan d  an d  to  ratify further with 
o th er  co u n tr ie s . T h e  D o u b le  T ax  T reaty  will b e  an  in stru m en t to  attract 
fo re ig n  in v e s to r s  to  d o  b u s in e s s  with P o la n d . It p ro v id es  so lu tio n  for 
d o u b le  ta x a tio n , e lim in a te s  an d  m in im ize s  ta x  b u rd en s. T h is will h elp  th e  
a c h ie v e m e n t  o f  m arket e c o n o m y .

In co m e from  c r o s s  b order s a l e s  into P o la n d  is not su b jec t
to  tax.

6 .1 .2  P e r s o n a l  in c o m e  ta x
1. R e s id e n t  o f  P o la n d
A natural p er so n  w h o  is a  re s id e n t o f P o la n d  or w h o  

tem porarily  s ta y  in P o la n d  for m o re  th an  1 8 3  d a y s  in a ta x a b le  y e a r  sh all 
b e  ta x a b le  for all in c o m e  e a r n e d  on  a  w orld w id e b a s is  r e g a r d le s s  o f th e  
p la c e  o f p a y m e n t .74

2. N o n - r e s id e n t  o f  P o la n d  a n d  e x p a tr ia te
A natural p er so n  w h o  s ta y s  in P o la n d  for le s s  than  1 8 3  

d a y s  in a  ta x a b le  y e a r  or an  ex p a tr ia te  w h o  tem porarily  s ta y  in P o lan d  
(a lth o u g h  th e y  h a v e  s ta y e d  in P o la n d  for lo n g er  th an  1 8 3  d a y s  in a  
ta x a b le  y ea r) for th e  p u r p o se  to  ta k e  e m p lo y m e n t with a  foreign  sm all 
b u s in e s s  e n te r p r ise s , or c o m p a n ie s  with foreign  participation , or in 
r e p r e se n ta tiv e  o ff ic e s  o f foreign  co rp o ra tio n s  an d  b a n k s, will b e  ta x e d  
on ly  on  in c o m e  d er iv ed  from  work p erform ed  in P o la n d  r e g a r d le s s  o f th e  
p la c e  o f p a y m en t.

74 Price Waterhouse, "Individual Taxes: A Worldwide Summary”, USA, 1995, p. 
318 and Price Waterhouse, Doing Business in Poland”, USA, p. 139
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6 .2  T a x  r a t e s

T h e  g o v e r n m e n t o f  P o la n d  a n n u a lly  a n n o u n c e s  th e  ta x  ra tes  to  
b e  e n fo r c e a b le  on  e a c h  ta x a b le  year.

T h e  ta x  ra tes  a re  co lle c tib le  on  a  p r o g r e ss iv e  ra tes . For 1 9 9 8 , th e  
tax  ra te s  a re  a s  fo llow s:

A n n u a l T a x a b le  I n c o m e  (P L N ) T a x  (P L N )

U pto 2 5 ,2 5 2  19%

2 5 ,2 5 2  to  5 0 ,5 0 4  4 ,4 6 1 .2 8  + 30%  on  e x c e s s  o v e r  2 5 ,2 5 2

From  5 0 ,5 0 4  1 2 ,0 3 6 .8 8  + 40%  on  e x c e s s  o v e r  5 0 ,5 0 4

P e r so n a l in c o m e  tax  return m u st b e  filed at th e  la te s t  by April o f  
th e  y e a r  fo llow in g  th e  ta x a b le  yea r.

6 .3  V a lu e  a d d e d  ta x

P o la n d  h a s  in trod u ced  th e  v a lu e  a d d e d  ta x  (g o o d s  and  s e r v ic e s  
tax) to  r e p la c e  th e  tu rn -o ver tax  s in c e  5 July 1 9 9 3 . T h is is part o f  th e  
reform  p r o c e s s  to  m a k e  th e  cou n try  fit in th e  in ternational fr e e  m arket 
e c o n o m y .

VAT im p o s e s  on  all import, exp ort, s a l e s  an d  s e r v ic e  a ctiv ities o f  
th e  b u s in e s s  o p era to r  with a  r e v e n u e s  o f  Zl 1 .2  billion p er  yea r. It is 
p a s s e d  on  to  th e  en d  c o n su m e r . T h e  b u s in e s s  o p era to r  is required to
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c o lle c t  VAT (so -c a lle d  “ou tp u t V A T ”) from  its p u r c h a se r  an d  to  p a y  VAT  
(so -c a lle d  “input V A T ”) for its p u r c h a se . O utput VA T an d  input VAT o f  
th e  s a m e  m on th  will h a v e  to  b e  c o n so lid a te d . T h e  b a la n c e  o f ou tput 
VA T o v e r  th e  input VAT is VAT p a y a b le . T h e  b a la n c e  o f input VAT o v er  
th e  ou tp u t VAT is carried  forw ard for fu ture m onth  or re fu n d a b le  in c a s h  
a s  th e  c a s e  m a y  b e .

VA T a im s at neutraliz in g  th e  indirect ta x  burd en .

6 .3 .1  VAT e x e m p t  b u s i n e s s
- T h e  fo llow in g a ctiv itie s  a re  o u ts id e  V A T:75
- S a le  o f fo o d  an d  agricultural p ro d u cts
- C o m m u n ica tio n  s e r v ic e s  (p o sta l activ ities)
- H o u seh o ld  s e r v ic e s  an d  co m m u n ity  s e r v ic e s
- S c ie n c e  an d  te c h n o lo g y  d e v e lo p m e n t  s e r v ic e s
- E d u ca tio n a l, sp o r ts  and  cultural s e r v ic e s  and  m ed ica l 

s e r v ic e s
- F in ancia l an d  in su r a n c e  s e r v ic e s
- S ta te  an d  political s e r v ic e s
- C in em a  and  te le v is io n  s e r v ic e s
- Im ported g o o d s  w h ich  a re  e x e m p t from  c u s to m s  d u tie s
- G o o d s  im ported  by d ip lo m a ts  or r e p r e se n ta tiv e  o ff ic e s
- S a le  o f  u s e d  g o o d s  or gift

6 .3 .2  Z e r o  r a ted  VAT
Export o f  g o o d s  or s e r v ic e s  ren d ered  to  foreign  c u s to m e r s  

o v e r s e a s  is su b je c t  to  z e r o  rated  VAT.

75 Price Waterhouse, “Doing Business in Poland”, USA, 1998, p. 149
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VAT r a te s
T h e  g e n e r a l VAT rate is 22% . P referen tia l ra te s  a re  7  and

0%.76

6 .4  C u s t o m s  d u t ie s

C u s to m s  d u tie s  ra n g e  from  0 to  45% , in 5%  in cre m en ts . T h e  
b a s ic  tariff a p p lie s  to  g o o d s  im ported  from  G ATT co u n tr ie s . P referen tia l 
ra tes  a re  g ra n ted  to  g o o d s  im ported  from  c o u n tr ie s  with m o st  favored  
nation  s ta tu s  (M FN). G o o d s  im ported  from  certa in  l e s s e r  d e v e lo p e d  
c o u n tr ie s  a re  g e n e ra lly  g ra n ted  a  z e r o  rate.

T h e  law  g en e ra lly  g ra n ts  ex e m p tio n  o f d u tie s  for ex p o rt o f g o o d s  
a s  a c o n c e s s io n  to  ex p o r ter s .

T h e  p r e se n t ra tes  o f c u s to m s  d u tie s  a re  to  b e  gra d u a lly  red u ced  
a cco rd in g  to  W T O  A g r e e m e n t (form ally G ATT), w h ich  w a s  ratified by 
P o la n d  in July 1 9 9 5 .77

6 .5  E x c i s e  ta x

E x c is e  tax  h a s  b e e n  in trod u ced  at th e  s a m e  tim e a s  VAT  
im p lem en ta tio n  in 1 9 9 3 . E x c is e  tax  is im p o se d  on  im porters and  
p ro d u cers  o f  certa in  luxury g o o d s ,  su c h  a s  ca rs , petrol, a lco h o lic  and  
to b a c c o . E x c is e  tax  r a n g e s  from  5 to  2 5 % 78

76 Ibid., p. 148
77 Ibid., p. 153
78Ibid., p. 153
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6 .6  S ta m p  ta x

S ta m p  ta x  is norm ally  im p o se d  u p on  form ation  o f  a  co m p a n y , and  
b u s in e s s  en tit ie s , s a le  a g r e e m e n ts , loan  a g r e e m e n ts  an d  v isa  
a p p lic a tio n .79

6 .7  A g r e e m e n t  fo r  a v o id a n c e  o f  d o u b le  ta x  t r e a t ie s  (“T a x  T r e a ty ”)

P o la n d  h a s , at th e  en d  o f 1 9 9 7 , e n te r e d  into ta x  trea ty  w h ich  h a s  
a lre a d y  b e e n  e ffe c t iv e  with 5 6  d ifferen t co u n tr ie s , includ ing  T hailand; 
an d  th er e  a re  a n o th er  14  tax  tr ea tie s  p en d in g  for g o v e r n m e n t ratification  
to b e c o m e  e ffe c t iv e . T h e  tax  tr e a tie s  will h elp  m in im izing tax  b u rd en s  
an d  e lim in a te  d o u b le  taxation  o f  tax  r e s id e n ts  o f a  co n tra ctin g  country  in 
d o in g  b u s in e s s  in a n o th er  con tractin g  country. P o la n d  con tin u ally  
o b s e r v e s  th e  tax  tr ea tie s  m o re  by th e  r e a so n  to  attract fo re ig n  in v esto r s  
and  a cc o rd in g  to  its tax  reform  into th e  fr e e  tra d e  e c o n o m y . T h e  
e n fo r c e m e n t  o f ta x  treaty  o v err id es  th e  d o m e s t ic  tax  leg is la tio n .

6 .8  C h a n g e s  in T a x  S y s t e m

A s part o f th e  PA C K A G E  2 0 0 0 ,  th e  tax  s y s te m  in P o la n d  is to  
b e  further in trod u ced  a s  c o m p r e h e n s ib le  for a tax  p a y er  an d  a s  e a s y  to  
ap p ly , n ation ally  an d  locally . S u c h  p r o p o se d  c h a n g e s  will e n s u r e  th e  
co n d itio n s  an d  req u irem en ts  on  b e in g  m e m b e r  to in ternational 
e c o n o m ic  o rg a n iza tio n s , e .g . ,  W orld T ra d e O rgan iza tio n  (W T O ), 
O rgan iza tio n  o f E c o n o m ic  C o o p era tio n  and  D e v e lo p m e n t (O E C D ), and  
th e  E u ro p ea n  U nion . T h is will in c r e a s e  th e  s a fe ty  o f e c o n o m ic  turnover  
and  th e  fu n ction in g  o f  h o u s e h o ld s , an d  on  th e  rationalization  o f b eh a v io r  
o f all e c o n o m ic  en titie s . F urtherm ore, it will in c r e a s e  th e  e f f e c t iv e n e s s  o f

79Ibid., p. 152
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g o v e r n m e n t tax  co llec tio n  and  b u d g e ta ry  co n tro ls  an d  th e  p rev en tio n  of 
ta x  le a k a g e .

T h e  n e w  ta x  c h a n g e s  will s e t  forth ta x  p r o c e e d in g s , red u cin g  th e  
s c o p e  o f in terpretation  in im p o sin g  ta x e s  an d  granting  a l lo w a n c e s .80

6 .8 .1  C o r p o r a te  in c o m e  ta x
เท th e  y e a r s  1 9 9 7  - 2 0 0 0 , th e  rate o f  (d irect) co rp o ra te  

in c o m e  tax  for juristic p e r s o n s  will b e  grad u ally  re d u c ed  in c o n n e c tio n  
with th e  red u ction  o f th e  ra n g e  o f  ap p lied  a l lo w a n c e s  an d  e x e m p tio n s , 
e s p e c ia l ly  in v e s tm e n t a llo w a n c e s . เท th is co n tex t, th e  fo llow in g  s c h e m e  
of c h a n g e s  in ta x  rate is s u g g e s t e d  a s  fo llo w s:81

Y e a r T a x  R a te

1 9 9 6 40%

1 9 9 7 38%

1 9 9 8 36%

1 9 9 9 34%

2 0 0 0 32%

80Kolodka พ ., Grzegorz, “Poland 2000: The New Economic strategy", 
Warsaw 1996, p. 134

à1 Ibid., p. 139
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6 .8 .2  P e r s o n a l  in c o m e  ta x
Starting from 1997, the rates will be reduced to 20%, 30%, 

and 40% respectively with the preservation of the rule of indexation of 

the costs of earnings obtained from a work relation or related 

agreements as well as of an agreed sum reducing the tax. Deductions 

and allowances will be adjusted to eliminate the abuse and unfair 

treatment.

Exemption on certain types of income will be implemented:

- from sale of shares of companies or part of assets of an

enterprises

- from sale of state bonds

- from amortization of the participation units in trust

funds82

6 .8 .3  Im p o r t a n d  ta r iff t a x e s
From 1997 import tax has been abolished for the purpose 

of reducing inflation. Investment and supplies imports became cheaper. 

This has contributed to an increase in the competitiveness of domestic 

production which is one of the requirements of the adjustment of the 

Polish economy to the conditions of the liberalized market and to pave 

way for membership to the OECD and to European Union. Although 

the government has loss revenues from import taxes, it is treated as an 

investment incentive in stimulating economic development.

Tariff policy is predominantly determined in accordance 

with the system implemented in EU, CEFTA, EFTA and WTO. Rates will 

be gradually reduced to be abolished by the year 2000.

82Ibid., p. 141
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6 .8 .4  V a lu e  a d d e d  ta x  (VAT)
- The proposed changes are emphasized on the range of 

VAT in order to comply with the EU rules. The variant rates are to be 

implemented between 2% to 7% with cancellation of zero rate for sale of 

goods and services in the country which is contrary to the EU rules, 

means of agricultural productions, refund of VAT to tourist with tax 

exempted on unprocessed agricultural goods, and insurance companies 

which will be in accordance with the solution accepted by the EU.

6 .8 .5  L o c a l ta x
There will be an increasing method to create sources of 

revenues for budgets of local districts. Real estate taxation on the basis 

of their assessment value is suggested in the similar manner as applied 

to local development tax in the countries of the European Union.

Revenues from this new proposed tax will be revenues of 

local commune budgets and the state budget will not have participation 

from it.83

83Ibid., pp. 136-139
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