CIT - Corporate income tax in Poland
Corporate income tax is regulated by the provisions of the Act of 15 February 1992 on corporate income tax. 
Pursuant to the regulations of this Act the taxpayers subject to the corporate income tax are:
· legal persons, 
· organisational entities without legal personality, with the exceptions of companies without legal personality; however, capital companies within these organisations are taxpayers, 
· tax capital groups (groups consisting of at least two commercial companies with a legal personality, operating in capital relationships and complying with the conditions stipulated in the Act),
· companies without legal personality with the seat or management board in another country, if according to the lax regulations of this country they are treated as legal persons and if in this country their whole income is subject to the taxation irrespective of the place where they receive it. 
The provisions of the Act shall not apply in the case of:
· income from agricultural activity, with exception of the income from the special sectors of agricultural production, unless it is required to determine the revenues in order to specify the income exempt from income tax,  
· income from forest management within the meaning of the Act on forests,  
· revenues from activities which may not be the subject of a legally effective contract, 
· revenues (income) of ship owners subject to the tonnage tax.  
Article 6 of the Act provides for the entities that are subject to subject-based VAT exemption, e.g., the National Bank of Poland, budgetary entities, and other.  These entities do not submit tax returns. 
Taxpayers with the seat or management board on the territory of the Republic of Poland are subject to the taxation of their whole income irrespective of the place where they receive it. Taxpayers that do not have their seat or the management board on the territory of the Republic of Poland are subject tax obligation only on income they generate on the territory of the Republic of Poland (Article 3 of the Act). In the latter case, if it is not possible to establish income on the basis of the accounting register, the income is determined by means of calculation using the income index in relation to the revenues, e.g. 5% from wholesale and retail trade, 10% from construction and assembly activity or transport services (Article 9 (2a) of the Act). 
According to the general principles, the object of taxation subject to income tax is the income regardless of the source of revenues, from which the income was received. Income is the surplus of the sum of revenues over costs of income achieved over the fiscal year, whereas if the allowable expenses exceed the sum of revenues the difference is the loss. If the taxpayer incurred loss over the fiscal year, the amount of the loss may lower the income for five subsequent fiscal years, however, the income may not be reduced by more than 50% of the amount of the loss in any of the years (Article 7 of the Act).
In the case of revenues from share in profits of legal entities (e.g. dividends) and revenues of foreign entities from the so-called royalties (e.g. interest) the revenues are the object of taxation (Articles 10 and 21 of the Act). 
Income from dividends is exempt from income tax, if all the below conditions are fulfilled:
· the dividend is paid by a company being an income tax taxpayer with the seat or management board in Poland,
· the beneficiary of such dividend is a company (the receiver may also be a foreign establishment of the company) that is considered to be a resident of a EU Member State, including Poland, or a country of EEA, and its whole income is subject to taxation irrespective of the place where it was received, however, in order to be exempt from tax such a company has to have not less than 10% (from 1 January 2007 to 31 December 2008 not less than 15%) of shares in the company paying the dividend. 
In the case of capital or any other special relationships, it is possible to tax income by means of calculation. The methods of calculating income are the following: 
· comparable uncontrolled price, 
· resale price, 
· reasonable margin („plus cost”), 
· transactional profit. 
 
The method and procedure of determining taxpayers' income by means of estimation of transaction prices performed by them are specified in the Ordinance of the Minister of Finance of 10 November 1997 on the method and procedure of determining taxpayers’ income by means of estimating prices of transactions conducted by them.  
If the competent tax authority issues, on the basis of the provisions of the Tax Ordinance, a decision approving the correctness of the choice and application of the method of estimating the transaction price between related entities within the scope specified in this decision, the method to be applied is the one indicated in the decision. 
Taxpayers undertaking transactions with related entities or entities with the place of residence or seat in a so called “tax haven” may be obliged by tax authorities or fiscal supervision authorities to draw up special tax documentation of such transactions. 
Such documentation should be drawn up within seven days and include: 
· specification of the functions of the entities taking part in the transactions, 
· specification of all foreseeable costs connected with the transaction, as well as the form of and deadline for the payment,  
· the method and procedure of profit calculation and specified price of the transaction object, 
· specification of the economic strategy and other activities within the strategy, 
· indication of other factors that were taken into consideration while specifying the transaction value, 
· specification of expected profits connected with receiving benefits in the case of contracts concerning contributions in kind (including services).  
If the taxpayer fails to submit such documentation of transactions, and as a consequence of tax proceedings, it is proved that the conditions set or imposed differ from the conditions that would be set between independent entities, and as a result of which the taxpayer does not declare any income or declares income lower than expected, then a higher income will be declared (lower loss) than the one declared by the taxpayer and the difference between the income declared by the taxpayer and income specified by the tax authority is subject to a 50% tax rate. 
Tax revenues are not only the received money but also other values, exchange rate differences, the value of property, rights or other benefits received free of charge or partly charged. Revenues connected with economic activity and activity within special sectors of agricultural production are also the due revenues, even though they have not been actually received yet, after deducting the value of the returned goods, granted abatement and discounts. 
The general rule adopted while specifying the date of generating revenues is that the due revenues are generated on the date of handing over the property, disposal of a property right or rendering service, including rendering service in part not later than on the date of issuing invoice or paying the due amount.
In case of a service settled within the settlement periods the revenues are generated on the last day of the settlement period specified in the contract or invoice (at least once a year). This solution is also used in order to determine the date of generating revenues for electric power supply, heating and network gas.
With reference to revenues that are not subject to the above solutions, according to the tax provisions the date of generating such revenues is the day of receiving payment.
The Act also includes categories that do not concern tax revenues, e.g. collected payments or trade receivables, which is to be performed in the next reporting periods (Article 12 (4) of the Act).
Tax costs are the costs incurred in order to receive income or retain or secure the source of revenues. Therefore, the tax costs include various expenses connected with the company’s activity, in particular those that are only indirectly related to the revenues received by the taxpayer, e.g. contractual penalties.
The costs directly connected with the revenues are settled in the year in which the revenues related to them are generated. Other costs are settled in the year when they were incurred. The date of incurring costs is the day of entering the costs into the accounting books kept by the taxpayer on the basis of an invoice or some other accounting evidence. 

Exchange rate differences may be settled by taxpayers according to the rules specified in the provisions of the Accounting Act (Article 9b (1) (2) of the Act) or the regulations of the Tax Act (Article 15a). The alternative concerns only those taxpayers whose financial statements are examined by expert auditors, other taxpayers settle exchange rate differences according to the rules specified in the provisions of the Accounting Act. 
Only the realised exchange rate differences affect corporate income tax, e.g. in the case of loans on the date of the repayment of the credit (loan) in a foreign currency.  Taxpayers may settle tax exchange rate differences both during debt conversion and currency exchange transactions, they may use the actually applied exchange rate, e.g. exchange rate of a bank or exchange office or the rate resulting from the provisions of the contract.  Tax settlement of exchange rate differences is performed according to the actually used foreign currency exchange rate; however, if while calculating the exchange rate differences it is not possible to take into account the exchange rate actually used on a given day, than in such cases the average exchange rate announced by the National Bank of Poland on the last working day preceding that day may be used.  In any case, the average NBP exchange rate applied is the one from the last working day preceding the day of receiving revenues or incurring costs. 
With reference to tax depreciation the following components of the property were specified: buildings, structures, machines, means of transport, investments in foreign fixed assets, buildings and constructions on foreign premises, called fixed assets, which are decreased by depreciation write-offs recognised as tax costs. The Act specifies also tangible and intangible assets, which are not liable to depreciation, inter alia land and perpetual usufruct. In the case of the income tax the allowable expenses shall be depreciation write-offs performed solely pursuant to the provisions of the Act.
Usually, the taxpayers make depreciation write-offs from an established initial value of tangible assets in equal monthly or quarterly instalments or as a single payment at the end of the fiscal year (without prejudice of the declining method of depreciation). Taxpayers may use various methods of tangible assets depreciation: linear depreciation (according to depreciation rates from the List of depreciation rates), including the possibility to increase and decrease these rates, depreciation based on individual rates (for used or improved tangible assets) or declining method of depreciation (with a variable basis, from which depreciation write-offs are made). 
 
Small taxpayers and taxpayers starting business activity, with the exception of those who were established as a result of appropriate transformations, may use the depreciation method consisting in a single depreciation write-off up to 100% of the initial value of tangible assets in the first fiscal year (Article 16k of the Act). This refers to tangible assets from sections 3 to 8 of the Classification of Fixed Assets, including machines, devices and means of transport, however, except for cars.  The total amount of the depreciation write-offs from the tangible assets entered into the register in a given year performed according to this method may not exceed the PLN equivalent of EUR 50,000. 
 
Also the following purchased property rights are subject to depreciation: licences, copyright, industrial property rights, and know-how, as well as the value of a company, the costs of research and development works, called also intangible assets.  In case of the depreciation of intangible assets the period of making depreciation write-offs may not be shorter than statutorily specified number of months, e.g. 24 months in the case of depreciation write-offs from licenses (sublicences) on software and copyright.
With reference to the taxation of the parties to a leasing contract, according to the provisions of the Act the method of tax settlement depends on the conditions of the contract. 
With reference to taxation, a leasing contract shall be any contract specified in the Civil Code, as well as any other contract by virtue of which one of the parties, referred to as the “Financing Party”, hands over the tangible and intangible assets, as well as lands subject to depreciation to the other party, referred to as “the User”, for use and in order to gain profits under the conditions laid down in the provisions of the Act. 
 Regulations concerning tax leasing lay down precisely specified tax effects. 
1. Total lease payments are the revenues of the Financing Party and the allowable expenses of the User respectively, if: 
· the contract was concluded for a definite period of time constituting at least 40% of the regular depreciation period or at least 10 years in the case of real estate, 
· the total of the specified payments (including the selling price) after deducting the due VAT equals at least the initial value of the object of the contract. 
2. The part of lease payments for the repayment of the object of contract are not the revenues of the Financing Party or the allowable expenses of the User respectively, if: 
· the contract was concluded for a definite period of time, 
· the total of the specific payments (including the sales price), after deducting the input VAT, equals at least the initial value of the object of the contract, 
· according to the provisions of the contract within the basic duration of the contract depreciation allowances shall be written off by the User. 
After the end of the basic duration of the contract, the revenues from the sale of the leased object are basically the price specified in the provisions of the sale contract. In case of the leasing specified in point 1, if the selling price is lower than the hypothetical net value (the initial value decreased by the hypothetical depreciation write-offs calculated according to the declining method taking into account the 3.0 coefficient with reference to tangible assets) the revenues are calculated according to the market value. 
The Act also regulates other effects that may occur after the end of this period. For example, if the leasing is prolonged, the payments set by the parties are the revenues of the Financing Party and the allowable expenses of the User also if they significantly differ from the market value.  
If the contract does not fulfil the conditions specified in the Act on leasing contracts, tax effects are the same as in case of tenancy or leasing contracts.
The provisions of the Act lay down object-based exemptions, including such taxpayers as unions, associations and foundations that carry out socially useful objectives specified in the Act. The income that these taxpayers allocate to carry out those statutory objectives is exempt from tax.  
Such entities, i.e. cooperatives, housing associations, social building societies, self-government organisational units conducting activity in the field of housing management are subject only to tax exemption of the income from housing stock management, i.e. the part of the income allocated to maintain the housing stock, but excluding the income from any other economic activity than housing stock management.
In order to calculate the due income tax it is necessary to establish the tax base with regard to this income, i.e., income after deducting possible donations for specified goals, retaining the 10% limit. Deducting donations depends on meeting simultaneously two prerequisites. Donations shall be allocated for the objectives specified in the provisions of Article 4 of the Act of 24 April 2003 on public benefit activity and volunteer work (e.g. social service, charity). The donee has to be the organisation specified in Article 3 (2) and (3) of the Act, conducting public benefit activity in the scope of public tasks.  These organisations include non-government organisations (operating non-profit outside the public finance sector), churches as legal persons and religious organisational entities, as well as associations of local government entities.  These organisations are not required to have a status of public benefit organisations. 
Also donations made towards entities conducting such an activity in a Member State of the European Union other than Poland or in a country being a part of the European Economic Area are entitled to deduction within the total limit of 10% of the income. 
Moreover, donations for charity and care activities on the basis of the so-called church acts, may be deducted, however, up to 100% of income. 
Taxpayers receiving donations are obliged to distinguish in their tax returns the total amount of the donations, specifying the objectives to which they were allocated according to the scope of the public benefit activity specified in Article 4 of the Act on public benefit activity and volunteer work, received from legal entities, specifying the business name and address of the donor, if a single donation amount exceeds PLN 15,000 or if the sum of all the donations received from one donor in a given fiscal year exceeds PLN 35,000. They are also obliged to officially publish the aforementioned information and notify this to the competent head of tax authority within the deadline specified for submitting the tax return. This obligation does not concern entities whose income for a given fiscal year does not exceed PLN 20,000.
Expenditures for the purchase of new technologies are not liable to deductions from tax base.
The tax rate amounts to 19% of the tax base. 
Taxpayers and tax remitters do not submit tax returns during the fiscal year but are obliged to pay advance payments. This refers also to the income tax collected as a lump sum. 
During the fiscal year taxpayers may also pay advance payments of tax under a simplified procedure.  Advance payments depend then on the due tax calculated in the tax return submitted in the year preceding a given fiscal year or in the tax return submitted two years before the given fiscal year. 
Small taxpayers or taxpayers starting their own economic activity have the possibility to pay advance payments of income tax on a quarterly basis.  
Taxpayers are obliged to submit tax returns including the amount of income (loss) received over the fiscal year until the third month of the next year and within this deadline pay the due tax or the difference between the due tax from the income calculated in the tax return and the sum of the advance payments due for the period starting at the beginning of the year.
