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SUPPLEMENTARY INSTRUCTIONS
1. Calculations and workings need only be made to the nearest PLN.
2. All apportionments should be made to the nearest month.
3. All workings should be shown.

TAX RATES AND ALLOWANCES
The following tax rates and allowances and ZUS rates for 2012 are to be used in answering the questions.

Personal income tax (PIT)

Tax amounts to
Up to PLN 85,528 18% of the base minus PLN 556·02 
PLN 85,528 and above PLN 14,839·02 plus 32% on the excess over PLN 85,528 

Flat rate cost

Monthly deduction Annual deduction Employer no >1 Commuting
111.25 1,335 x x
(150%) 2,002 v x
139.06 1,668 x v
(150%) 2,502 v v

Various PIT limits

PLN
Internet connection 760
Rehabilitation relief – maximum earnings 9,120
Rehabilitation relief medicines – monthly limit 100
Rehabilitation relief – motor car travel 2,280
Rehabilitation relief – guide dog for the blind 2,280
Competition prizes 760
Child deduction 1,112
Daily meal allowance (dieta) 23
Motor car allowance (per km) 1
Donation rate 6%

Flat rate tax (ryczalt)

Revenue limit €150,000 

Free professions 20·0%
Services and rent 8·5%
Production 5·5%
Trade 3·0%

Health service contribution (HSC)

The rate of health service contribution is 9% of the base, and 7·75% of this is deductible for personal income tax
purposes.

Corporation tax (CIT)

Corporate income tax rate 2012 19%

Dividend withholding tax

Basic dividend withholding tax rate 19%
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Tax depreciation rates

Buildings – Residential 1·5%
– Other 2·5%

General machinery 14·0%
Transport means 20·0%
Computer equipment 30·0%
Office and other equipment, furniture 20·0%
Licences and software 50·0%
Own R&D products 100·0%
Other intangibles 20·0%

Residential property deemed value of PLN 988 

Social security contributions (ZUS)

Employer Employee
Insurance (Ubezpieczenie)
Retirement pension 9·76% 9·76%
Disability pension 6·50% 1·50%
Sickness benefit – 2·45%
Accident benefit 1·93% –
Work fund (Fundusz pracy) 2·45% –
Guaranteed workers’ benefit (Fundusz gwarantowanych 
swiadczen pracowniczych) 0·10% –

———— ————
20·74% 13·71%

———— ————

Upper earnings limit PLN 105,780 

Average and minimum monthly salary
PLN

Minimum salary 1,500
Average salary 3,500
Average private sector salary 3,700

Value added tax (VAT)

Normal rate 23%
Registration limit PLN 150,000 

3 [P.T.O.



ALL FIVE questions are compulsory and MUST be attempted

1 Haj Połer Softłer Sp. z o.o. (HPS) is an expanding Polish IT company. HPS has been in business since 2008 and has
reported the following corporate income tax (CIT) income/(losses):

CIT result
PLN

Year ended 31 December 2008 (300,000)
Period ended 30 June 2010 2,400,000
Year ended 30 June 2011 (90,000)
Year ended 30 June 2012 4,500,000

HPS utilises any available losses as soon as possible in the maximum amount.

For the tax year 1 July 2012 to 30 June 2013, the following financial data is available:

Note PLN
Revenue
Trade and service revenues 1 7,385,000
Dividend (gross) 2 200,000
Financial revenue 3 140,000
Other revenue 4 315,000

––––––––––
Revenue total 8,040,000

––––––––––

Costs
Operating costs 5 2,100,000
Other expenses 6 1,700,000
Financial costs 7 2,400,000

––––––––––
Costs total 6,200,000

––––––––––

Gross income 1,840,000

Notes:

(1) On 28 June 2013 HPS delivered the last elements of some software to one of its clients, thus completing the
agreed service. The invoice for the service was issued in line with value added tax (VAT) regulations on 3 July
2013. The invoiced amount of PLN 250,000 (excluding VAT) was accounted for as revenue of July.

(2) The dividend received was paid by a Polish company. HPS holds 4% of the shares in this company.

(3) Financial revenue includes interest on a loan granted to an associated company on 15 July 2012. As at 30 June
2013, the balance of the outstanding interest due on this loan amounted to PLN 55,000.

(4) Other revenue comprises:

(i) An EU grant acquired for research and development (R&D) works of PLN 300,000.

(ii) The refund of a bank guarantee of PLN 15,000. The guarantee amount had been paid by HPS in a previous
financial year on behalf of one of HPS’s shareholders. The shareholder refunded the amount paid on his
behalf in the current year. In its previous year’s CIT return HPS had not recognised this expense as a tax
deductible cost.

(5) Operating costs include commission costs paid to a software solutions provider for facilitating a two-year long IT
service contract for one of its clients. If the contract is renewed after the end of the two years, another commission
will be due. The whole of the initial commission of PLN 48,000 was accounted for as a cost in January 2013,
the month when the contract started.

(6) Other expenses include the following:

(i) On 17 October 2012 HPS acquired, and recognised as an intangible asset, know-how relating to the
organisation of software production from another IT firm. It is expected that this know-how will be utilised
for contracts within the next three years. 
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The cost of the know-how was PLN 240,000, and commission of PLN 30,000 was paid to an agent for
identifying the provider. The commission was accounted for as other expenses when paid.

For accounting purposes, instead of amortisation, HPS assesses the impairment of its intangible assets each
year. No write off was made in respect of the know-how in the current year.

(ii) On 2 February 2013 HPS acquired, and recognised as an intangible asset, a software licence for IT tools
allowing it to develop a new grade of software. The cost of the licence was PLN 890,000. The licence
qualifies to be called ‘new technology’ as it is not older than five years, and this fact is certified by the
relevant science institute.

In addition, HPS paid PLN 40,000 for external consultants (from a firm licensed and authorised as a
provider for this type of technology) to implement this software for HPS. The PLN 40,000 was recognised
as a cost under other expenses in February 2013. 

For accounting purposes, instead of amortisation, HPS assesses the impairment of its intangible assets each
year. No write off was made in respect of the licence in the current year.

(iii) In May 2013 HPS donated PLN 250,000 to a public benefit organisation and this amount was recognised
as a cost under other expenses.

(iv) On 15 June 2013 HPS acquired ten notebook computers for a total cost of PLN 25,000. This amount was
capitalised as fixed assets for accounting purposes, and depreciation of PLN 500 included in other expenses.

(7) In 2013 HPS decided to clean up its outstanding receivables accounts and sold or waived part of these. Financial
costs include:

(i) A loss on the sale of a loan receivable of PLN 300,000. The loan had been granted to a business partner
and, as there is no chance to recover it directly, the receivable was sold at a loss to a collection company.

(ii) A loss on the sale of an outstanding trade receivable of PLN 220,000. The receivable was due from a service
recipient based in the USA.

(iii) The waiver of a trade receivable due from a Polish distributor of HPS products of PLN 75,000. HPS had
utilised the VAT bad debt relief for this particular receivable in the tax year 2012 and so the outstanding
amount is net of VAT.

Additional information:

HPS pays its monthly CIT instalments according to the simplified method.

Required:

(a) Calculate the corporate income tax (CIT) payable by or refundable to Haj Połer Softłer Sp. z o.o. (HPS) for
the tax year ended 30 June 2013. 

You are provided with the following tax depreciation rates: 

Licences & software 50·0%
Own R&D products 100·0%
Other intangibles 20·0%

Note: You should list all of the items referred to in notes (1) to (7) in your computation and indicate by the
use of zero (0) any item which does not result in a tax adjustment to the accounting profit. (23 marks)
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(b) HPS’s management has observed that the company’s year to year profits tend to fluctuate; they are very high in
the year of release of a major new product, and low in the years of intensive development before such a release.
Also, during the periods when high profits are generated, there still exists a significant fluctuation of profits within
the financial year as the majority of profits are recognised during the final months of the year. 

Required:

Explain why using the simplified method for the payment of its monthly CIT instalments may not be the most
tax efficient in the case of HPS, and suggest solutions which may help improve the economic efficiency of
the tax settlement process.  (5 marks)

(c) Explain why the simplified method of payment of CIT monthly instalments is more advantageous than the
standard method in the case of a taxpayer who has understated the amount of income tax due (e.g. by error
or incorrect interpretation of the law). (2 marks)

(30 marks)
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2 Zdzisław Chamlet is planning to follow his father by taking up a career in shoemaking. His uncle has offered him
employment in his shoemaking company but Zdzisław would prefer to run his own business. However, he is unsure
about the particular legal form to use for his activity and the method of taxation thereof.

The following information is available regarding Zdzisław and his intended business activity:

(1) The expected sales per year are:

– PLN 75,000 from shoemaking services (repairs and crafting shoes from materials purchased directly by the
clients);

– PLN 115,000 from the sale of shoes crafted by Zdzisław and his employees from materials Zdzisław will
have purchased; and

– PLN 12,000 from trading in shoe accessories (shoe shine kits, brushes, etc).

(2) Zdzisław plans to employ Jerzyk and Chryzostom, two former employees of his father and long-time friends of
the family. Hence he hopes they will accept the minimum allowed salary of PLN 1,500 each per month under
a standard labour agreement.

(3) Rent for his completely furnished workshop will amount to PLN 2,000 per month.

(4) The cost of the materials used for the production of his own crafted shoes and the shoe accessories for resale is
estimated at PLN 30,000 per year.

(5) Zdzisław has been a student and has worked doing odd jobs, but he has never run a registered business activity
before.

(6) Zdzisław will make a yearly donation of PLN 10,000 to a public benefit organisation.

(7) Zdzisław is a single parent bringing up a son alone, since his wife divorced him and entered a convent last year.

Required:

Assuming that Zdzisław Chamlet decides to run a registered business activity:

(a) Calculate his own annual social security and health service contributions (HSC).

Note: You should ignore the minimum work fund threshold. (4 marks)

(b) Calculate the tax payable if he chooses to settle his tax according to the standard personal income tax (PIT)
rules. (10 marks)

(c) Calculate the tax payable if he chooses to settle his tax according to the flat rate revenue taxation method
(ryczałt ewidencjonowany). (8 marks)

(d) Calculate the tax payable if he chooses to settle his tax according to the flat income taxation method.
(3 marks)

(25 marks)
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3 Mieszacz Sp. z o.o. (Mieszacz) supplies both value added tax (VAT) exempt and VATable services. 

In January 2010 Mieszacz purchased the following assets, all of which were used for the purposes of both exempt
and taxable supplies:

– land for PLN 500,000;
– a building (situated on the plot of land acquired) for PLN 1,000,000;
– machinery (single piece of equipment) for PLN 45,000;
– a computer for PLN 4,200; and
– a telephone for PLN 2,200.

All the items purchased were subject to VAT at the standard rate of 23%. 

In January 2012 Mieszacz sold all of the above assets, and the sale was also subject to VAT at the standard rate of
23%.

The proportion of VATable to total sales (mixed supplies ratio) recorded by Mieszacz in the various periods was:

Total for the year ended 2009 65%
Month of January 2010 70%
Total for the year ended 2010 74%
Total for the year ended 2011 72%
Month of January 2012 80%

Required:

(a) Calculate the relevant corrections of input value added tax (VAT) arising due to the sale of the assets by
Mieszacz Sp. z o.o. Clearly identify whether the corrections will result in an increase or decrease in
recoverable input tax. (7 marks)

(b) Calculate the relevant correction of input VAT which would have applied to the land and building if the sale
of the land and building had been VAT exempt, and state whether the corrections will result in an increase
or decrease in recoverable input tax. (3 marks)

(c) State the situations in which a taxpayer supplying both VATable and VAT exempt services does not need to
make the input VAT correction related to mixed supplies. (2 marks)

(d) State the deadlines for the receipt of a cash refund of input VAT. (3 marks)

(15 marks)
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4 Para Sp. z o.o. (Para) operates as a software reseller, and also derives income from the holding of shares in and
financing of its two subsidiary companies. These subsidiary companies are resident in Italy and Australia respectively,
and Para has held 100% of the shares in each of them for several years.

For the tax year 1 January to 31 December 2012, Para received revenues totalling PLN 815,000 as follows:

PLN 75,000 of dividend (net) from its Italian subsidiary. 

PLN 85,000 of dividend (net) from its Australian subsidiary.

PLN 140,000 of interest from its Italian subsidiary.

PLN 95,000 of interest from its Australian subsidiary.

PLN 420,000 of royalties from its Australian subsidiary. The royalties were paid for the use of copyrights for two
software systems:

(i) PLN 180,000 for the GdzieśTuByłyTeDane (GTBTD) cloud computing system. In June 2008 Para had acquired
copyrights to this software from a Polish developer for PLN 441,759.

(ii) PLN 240,000 for Mogiła permanent encryption software. In December 2011 Para had acquired copyrights to
this software from a Polish developer for PLN 345,966.

Para does not possess the necessary certification to allow it to claim any of this software as new technology.

The following additional information is available:

(i) Para is a pass-through entity with no employees or other contracts. The accounting, tax and legal work of Para
is done by its shareholders. The costs of the work of Para covered by its shareholders may be estimated at 
PLN 4,000 per year.

(ii) Where possible, Para claims the maximum available costs, depreciation write-offs and credits.

(iii) The double taxation treaties between Poland and Italy and Poland and Australia provide for the following
withholding tax rates:

Poland–Italy treaty Poland–Australia treaty
Dividends 10% 15%
Interest 10% 10%
Royalties 10% 10%

Under both treaties, the method for the elimination of double taxation in the case of all withholding taxes is the
credit method.

(iv) The local corporate income tax rates are:

– Italy 27·5%; and 
– Australia 30%.

(v) Provided the necessary conditions were met, the Interest and Royalties Directive limited the withholding tax rate
to 5% throughout the year 2012.

Required:

Calculate the corporate income tax (CIT) payable in Poland by Para Sp. z o.o. for the tax year 2012.

Note: The tax depreciation rate applying to licences and software is 50·0%.

(15 marks)
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5 Tempus Fugit Sp. z o.o. (TF) uses both owned and rented (leased) fixed assets for the purposes of its business activity.

During the tax year 1 January to 31 December 2012, TF used the following assets:

(1) Land – purchased as full ownership in May 2010 for PLN 2,400,000.

(2) Land used under a perpetual usufruct (uźytkowanie wieczyste). The remaining term of the perpetual usufruct right
of 50 years was acquired by TF in June 2005 for PLN 1,600,000. The yearly recurring usufruct fee payable is
PLN 34,000.

(3) Factory building constructed in October 2011 over the two plots of land discussed in (1) and (2) above. The
construction cost for the building amounted to PLN 4,200,000. Due to the production specifics, the building is
used in conditions worse than normal. 

(4) Offices in a nearby office building, which were rented for the whole of 2012 for PLN 20,000 per month. The
tenant agreement concluded by TF provides for a five-year fixed period of rent. 

(5) Adaptation works (changing room layout, installing air-conditioning, etc) made to the rented offices discussed in
(4) above in March 2012. The total cost of these works amounted to PLN 450,000. 

(6) Equipment used under three separate leasing contracts. Based on the agreements concluded, two of these
leasing contracts may be classified for tax purposes as finance leases, while the third is an operating lease.

Lease Type of Item Value Monthly Term Buy Start date
contract at lease in out
(tax purchase instalment months price
classification) PLN PLN

1 Finance Computers 420,000 14,000 36 30,000 November 2012
2 Finance Machinery 23,000,000 1,100,000 24 200,000 June 2011
3 Operating 8 passenger cars 340,000 21,000 18 1,500 June 2012

The following information relates to the leases:

In the case of lease 1 (computers), TF was presented with the following lease schedule by the leasing company
for the financial year 2012:

Month Capital Interest Total 
PLN PLN PLN

November 2012 10,834 3,166 14,000
December 2012 10,946 3,054 14,000

No schedule was provided for the two remaining contracts (leases 2 and 3).

Additional information:

Where possible, TF applies the accelerated depreciation method.

Required:

(a) Calculate the amount of tax deductible costs to be claimed in 2012 by Tempus Fugit Sp. z o. o. in relation
to the assets used in its activity. (11 marks)
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(b) In 2012 TF acquired and paid for a service directly connected to the tax revenues earned in 2012. Unfortunately,
the invoice for this service is missing and there is no chance of getting a duplicate as the service provider went
bankrupt and has been liquidated. TF possesses evidence that the service was rendered and a copy of the bank
transfer confirming the payment. 

Required:

Based on the Tax Ordinance, corporate income tax (CIT) and value added tax (VAT) rules regarding the
providing of evidence of tax events, state, giving reasons, whether:

(1) the expense will be allowed as a tax deductible cost for CIT; and 
(2) the input VAT on the purchase will be recoverable.

Note: The total marks will be split equally between each part. (4 marks)

(15 marks)

End of Question Paper
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