P IERSIOINAIS

DOMINIK GAJEWSKI

B
Wydawnictwo C.H. Beck Sf



PERSONAL
INCOME
TAX

A Compendium







PERSONAL
INCOME
TAX

A Compendium

DOMINIK GAJEWSKI

)

WYDAWNICTWO C.H.BECK
WARSZAWA 2010




Dominik Gajewski
Personal Income Tax. A Compendium

Redakcja: Aleksandra Kalinowska

Projekt oktadki i stron tytutowych: Maryna Wisniewska

UWAGA 1!
KOPIOWANIE

LABIJA
KSIAZKE

© Wydawnictwo C.H. Beck 2010

Wydawnictwo C.H. Beck Sp. z 0.0.
ul. Bonifraterska 17, 00-203 Warszawa

Sktad i tamanie: DMQuadro

Druk i oprawa: Totem, Inowroctaw

ISBN: 978-83-255-1389-4



Contents

T v — VI
JAIEROL ... eeeeeeeeeeeeeeeeeeeeeeee VIIj
Literature ............ IXI
e oo — XVIj
(Chapter 1 General Description of the TaX ........oooeeeeeeeeeeeeeeeeereeeeeeeeeeeeeeee 1l
[Chapter 2 Taxpayers of the TAX ...........coooorvevevvvveeeeerssreneeeerreeeeesssssseseeeessreees 7
P.1  Taxpayers of the PIT - introductory remarks ............................ 7
.2 Unlimited and limited tax-paying liability 1q
R.3  Agreements on avoidance of double taxation ........................... 14
R4 Taxation of Underage PErsons ...........ooeeeervveeereereeereeeerrveereenenn 24
|2.5 Joint taxation Of SPOUSES ........c.eeeeeeeeereeerreeeireteiereeieireieeetseaenseens 22|
R.6 Taxation of persons single-handedly raising children................. 3q
Chapter 3 Object of Taxation and Sources of Revenues 33
B.1 Income as object Of taXatioN ..............eeerevveeereeerrreeeseeeeereeeseneeenee 33
B.2 Income taxed with the lump income tax and
with the flat-rate INCOME taX w..v.veeeeereeerereiereerereeereerereeereerereeeeene 4
ST e s — 42
B.4 Sources of revenues .. 44
e s —— 4q
Yo — 52
[Chapter 4 Objective TaX EXEMPHONS «.ev...evvvvvvveeeeeeeeeeeeeeeeveeereesseseeeeeereeenens 57
[Chapter 5 Deductible COSES ............vveeerrerrrerreereeereesseeeeeeereeenessesseeeeeesseeees 67
[Chapter 6 Taxation Base and Tax Reliefs . 85
b.1 Taxation base — deANION w.eeuueevvvvvveeeeeeeeeeeeeeeeeeeeeeeeseseeeeeeeeeeeeees 85

b.2 Income deductions making up the taxation base..................... 87




Contents

[Chapter 7 Tax Scale and Tax RALES ...........ovvvvveeeeeereeneereeeereeeeesseeeneeeeseeenennns

104

R s —

104

V.2 Methods to avoid double taxation

117

V.3 Relieves and deductions lowering the tax ............ccooooo..ceee........ 114
7.4 Amount of the tax on incomes (revenues) subject
£0 JUMP LAXATION oo reseaenaenes 122
.5 Amount of the tax collected on incomes taxed
With the flat-rate taX .o.eeveeeeeeeeeeeeeeeeiere et 129
[Chapter 8  Collecting the TAX ..u.ueeeeeeeeoeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeevevesessssssesesnnees 133
B.1  Collecting the PIT withholding income tax .. 133
B.2  Annual settlement of the PIT ............oooomomemmrerrreeerersereeeeeerevererennns 134
B.3  Collection of the tax on incomes (revenues) subject
£0 the TUMP tAX ceoeeeeeee e 147
[Chapter 9 Taxation of the Parties to the Contract of Lease .................... 15]]
D.1 General remarks ...........oevvvveeeeeeereeeeeeeeeereeeeseeeeeeeeeeeeeeeeeeseeeeerenens 15]]
b.2  Taxation of the operating 1ase .................eeeervvveereemrrrrreseererrrnens 154
b.3 Taxation of the financial lease 161

[Chapter 10 Lump and Simplified Forms of Taxation of Natural Persons ..

169

[10.1 General reMAarks ...........ccoossoimmererreveesersssssssessssssesssssssssssssssssssessssens 169
[10.2 Lump taxation of booked reVenues ....................ccoooemmrrerrrvrrvreeernnn. 172
[10.3 Fixed amOUNt tX w...ovvvveeoeeeeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeereeeens 182
[10.4 Lump taxation of Clergymen revenues ..............cooooorervvvvveeennnn. 189
T v vvvvv— 191

\1



Preface

Issues of taxation and the tax law are of a particular importance in today’s Polish
economic realities. The tax law constitutes a major instrument of the state’s influ-
ence on the economy, which is particularly important for both Polish and foreign
natural persons. The situation of natural persons is especially affected by the provi-
sions of the Act on personal income tax (the PIT Act). This is true not only for the
content-related aspects of this Act, but also for its transparency. Therefore, a pre-
sentation of the most important facets of the PIT Act is a result of expectations
formulated by foreign natural persons.

The Act on personal income tax is one of the most important tax acts, as it directly
concerns some 23 million taxpayers. Its provisions affect not only personal income
taxpayers, but also taxpayers of the corporate income tax (CIT), since most of them act
as agents of the withholding income tax or taxpayers of the lump personal income tax.

This book is an attempt to present the most important aspects of the personal
income tax. A particular weight is attached to issues which directly concern foreign
natural persons who are subject to the provisions of the PIT Act. The discussed
problems are analysed from the point of view of foreign persons who work in the
Polish realities (under contracts of employment, contracts of assignment or man-
ager contracts). This monograph pays particular attention to issues which may lead
to the largest doubts as to interpretation. It should be noted that a practical applica-
tion of the PIT Act provisions still encounters many interpretational difficulties.
Individual tax issues are illustrated with practical examples. This allows for a better
understanding of the discussed topics and at the same time supplements the theo-
retical analysis of individual provisions.

This study is addressed not only to foreign persons and entities wishing to get
acquainted with the Polish tax system, in particular the taxation of natural persons.
The book is also addressed to lawyers and tax advisers who cooperate with foreign
persons and entities planning to operate on the Polish market. The publication is
also intended for foreign representatives of the judicial doctrine (scientific workers,
representatives of the judicial and taxation bodies) who want to get acquainted with
the Polish PIT Act.
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Chapter |

General Description of the Tax

Taxation with the personal income tax' is regulated by the Act
of 26 July 1991 on personal income tax* and executory provisions
adopted on its basis. Although provisions of the Act were repeatedly
amended, it is not an exhaustive regulation. Rights and obligations
of the PIT payers result from a number of articles of the Constitution
of the Republic of Poland?, numerous acts* and ratified international
treaties®, as well as executory regulations, first of all those issued by
the Minister of Finance®. The Constitutional Tribunal, as a body

! Hereinafter referred to as PIT.

2 The Act of 26 July 1991 on personal income tax (consolidated text published in
J.L. of 2000, No. 14, item 176, as amended), hereinafter referred to as the PIT Act.

* Articles 87, 21, 64.1, 22, 32, 7 and 217 of the Constitution of the Republic of
Poland of 2 April 1997 (J.L. No. 78, item 483); also C. Kosikowski, Legislacja finan-
sowa [Financial Legislation], Warsaw 1999, p. 19.

* Examples of such acts include: the Act of 20 November 1998 on lump income tax
on certain incomes derived by natural persons (J.L. No. 144, item 930, as amended);
the Act of 29 September 1994 on accounting (J.L. No. 121, item 591, as amended).

* See, for instance, Convention of 25 January 1988 on the mutual administra-
tive assistance, concluded in Strasbourg (J.L. No. 141, item 913 and 914), as well as
several dozen bilateral agreements on avoidance of double taxation in the area of
income and property taxes, and on tax evasion, concluded by Poland.

¢ See, for instance, regulation of the Minister of Finance of 25 September 2001
on specimens of annual tax calculation and tax returns for personal income tax (J.L.
No. 112, item 1200); regulation of the Minister of Finance of 21 November 2001 on
standards for estimating income from special sectors of agricultural production (J.L.
No. 137, item 1540).



