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Proposed amendments to the VAT Act
On 2" July the Ministry of Finance announced a number of proposed amendments to the
VAT Act. The majority of the proposed changes are due to come into force on 1 January
2010, whilst others will not come into force until 1% January 2011. Currently the proposals
are a subject of consultation with organizations representing taxpayers. Below we present
a short summary of the most important changes.

Free of charge transfer of
goods

In accordance with the proposed
wording of Article 7(2), the free of
charge transfer of goods belonging to
the taxpayer’s enterprise, regardless
of whether the transfer is performed
for purposes related to the enterprise
or not, will be subject to taxation,
provided that the taxpayer was
entitled to deduct the input VAT
calculated on these goods.

The proposed amendment is
undoubtedly unfavorable for
taxpayers. It must be emphasized
that under current regulations, the
free of charge transfer of goods
performed for purposes related to the
business activity of the taxpayer is
not subject to taxation. In spite of the
unfavorable binding rulings issued by
the Ministry of Finance, the
correctness of such a standpoint is
confirmed by the administrative
courts. Therefore, we would like to
bring your attention to the fact that
before the proposed changes come
into force, it is still possible to recover
the output VAT paid on the free of
charge transfer of goods performed
for purposes related to the business
activities of the taxpayer. On the
basis of current provisions it is very
likely that such a possibility will be
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confirmed by the administrative court.
Should you be interested, we are happy
to offer our assistance and experience in
recovering the output VAT overpaid on
the free of charge transfer of goods.

Services classification

An amendment to the regulations of the
VAT Act and its attachments to the
Polish Goods and Services
Classification (PKWiU) of 2008 is
proposed. The amendment assumes
that services should be indentified on
the basis of statistic classification only
when the VAT Act and the executive
provisions invoke such symbols for
given services. Moreover, due to the
change of PKWiU, some VAT provisions
referring to this classification (e.g.
concerning the tax point and the place of
supply) were changed.

Modification of the regulations
regarding the VAT exemption

Attachment No 4 to the VAT Act is to be
abolished, while its regulations
determining the scope of services that
are exempt from VAT is to be moved to
the Act. Simultaneously, due to the
inclusion of the description of VAT
exempt services in the VAT Act, the
identification of such services by the use
of statistic classification has been
abandoned.

The new range of exemptions and
terminology are in accordance with
the directive. In practice, it may result
in changes to the scope of the VAT
exemption in comparison to the
current rules e.g. in the case of
financial services or services related
to health care.

Invoices documenting the
transactions being subject to
taxation outside Poland

The requirement to issue invoices in
order to document transactions for
which the place of supply is outside
Poland is to be withdrawn. The
change results from the fact that
invoices documenting transactions
taxed outside of Poland should be
issued in accordance with the
regulations of the country in which the
transaction is subject to taxation.

Should you be interested in further
information concerning these
amendments, please contact us.
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