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Changes in VAT 2021 (SLIM VAT)

At the beginning of 2021, a number of amendments known as the SLIM VAT (Simple, Local
and Modern VAT) package were introduced to the Polish VAT Act. The main elements of
this package are simplifications with regard to correcting invoices (credit notes or debit
notes), facilitations for exporters, changes in the exchange rate to be applied, and
facilitations with regard to the deduction of VAT.

CREDIT NOTES As of January 1, 2021, the seller (service provider) no longer needs to have
confirmation of receipt of the credit note by the buyer in order to reduce the VAT
due on the credit note issued.

Pursuant to the new regulations, the reduction of the tax base is applicable to the
settlement period in which the taxpayer issued a credit note, provided that it results from
the documentation in possession of the taxpayer confirming that he agreed with the
buyer of goods or recipient of services the terms for reducing the taxable base
for the goods or services specified in the correcting invoice and these conditions
were met, and the invoice is consistent with the held documentation. In case where,

in the accounting period in which the credit note is issued, the taxpayer is not in
possession of the documentation, the reduction of the tax base shall take place for the
accounting period in which the documentation was obtained.

At the same time, the moment at which the buyer is obliged to reduce the amount of
input tax resulting from the credit note received has changed. As of January 2021, it is
the accounting period in which the conditions for reducing the tax base have been
agreed with the seller of goods or provider of services if, before the end of that
accounting period, those conditions have been met. In the event that the conditions for
reducing the tax base have been met after the settlement period in which they were
agreed upon, the buyer of the goods or services shall be obliged to reduce the amount
of input tax in the settlement for the period in which these conditions were met.

This means that the formal condition of obtaining a confirmation of receipt of the
correcting invoice by the buyer has been waived. This change should contribute to the
simplification of tax settlements, and also reduce the number of situations in which a
correcting note to the VAT return is necessary. On the other hand, the new rules require
taxpayers to use appropriate business procedures to reflect and confirm the commercial
arrangements with customers (e.g. discount negotiations, complaint process, return of
goods, etc.).

@ bakertilly

Albania | Austria | Bulgaria | Croatia | Czech Republic | Hungary A Baker Tilly
Montenegro | Poland | Romania | Serbia | Slovakia | Slovenia Europe Alliance member



APPLICATION OF THE
NEW RULES ON THE
RECOGNITION OF
CORRECTING
INVOICES

The new rules on the recognition of correcting invoices apply to correcting invoices
issued from January 1, 2021. For correcting invoices issued before that date, the rules
in effect until the end of 2020 shall apply.

The amended law provides for the old rules to continue through 2021. In the case of
correcting invoices issued after December 31, 2020 in connection with a reduction of
the tax base, until December 31, 2021, taxpayers may apply the old rules (condition of
obtaining a confirmation of receipt of the correcting invoice by the buyer) if the decision
to apply these rules has been agreed in writing between the seller and the buyer before
issuing the first correcting invoice in 2021. Resigning from the above decision may take
place no sooner than 3 months after the end of the month in which the decision was
made, provided it has been agreed upon in writing between the seller and the buyer.

EXPORT OF GOODS

Pursuant to the amended regulations, the 0% rate for advance payments related to
export of goods is, as a rule, applicable if the export of goods takes place within
6 months.

So far, it has been only 2 months. In the absence of IE-599 notification by this date, the
taxpayer is required to adjust the return for the month of receiving the advance payment
applying the domestic rate. In the month of exporting goods and receiving the IE-599
notification, this advance payment should be adjusted at the domestic rate and all
export sales should be reported at the 0% rate.

Extending the deadline from 2 to 6 months will reduce the number of adjustments to
VAT returns, which according to the lawmakers will improve the conditions for doing
business in Poland.

EXCHANGE RATES

As of January 2021, the possibility of common exchange rates for VAT and income tax
purposes has been introduced in the VAT regulations. This is important when the sales
invoices issued by the taxpayer have different time of settlement for VAT and income
tax purposes (e.g. rental, construction services).

Pursuant to the new regulation effective as of 2021, the amounts used to determine the
tax base determined in a foreign currency may be converted by the taxpayer into PLN in
accordance with the rules for conversion of income denominated in a foreign currency
as per the provisions on income tax. This does not apply to transactions that are not
subject to conversion in accordance with the rules applicable to income tax, such as
intra-Community acquisitions of goods or import of services.

The new regulation is an alternative to the basic principle, i.e. conversion of the tax
base denominated in a foreign currency according to the average exchange rate
announced by the National Bank of Poland on the last business day preceding the day
on which the tax obligation arises. A taxpayer who has selected this option is required to
apply the new rules for at least 12 consecutive months, starting from the month in which
they selected them. In case of resigning from that option, the taxpayer is obliged to
apply the basic rules for at least 12 consecutive months.
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CHANGES IN VAT Starting from January 2021, the period for exercising the right to deduct VAT has been

DEDUCTION extended by 1 month for taxpayers filing monthly VAT returns. Under the new
regulations, a taxpayer may deduct VAT on an ongoing basis in the month in which the
right to deduct arises and in three consecutive months (two months until the end of
2020). For taxpayers filing VAT returns on a quarterly basis, the period for deducting tax
has not changed and it is still the quarter in which the right to deduct tax arose and two
consecutive quarters.

In addition, as of January 1, 2021, taxpayers purchasing accommodation services for
the purpose of reselling them (purchasing services on their own behalf but for the
benefit of third parties) acquire the right to deduct VAT. Until the end of 2020, it was not
possible to deduct VAT on accommodation services purchased for resale.

OTHER CHANGES IN Increase the amount limit on gifts of small value. Effective January 1, 2021, the limit

VAT on gifts of small value was increased from PLN 10 to PLN 20 (the unit purchase price of
goods without tax). This applies to gifts that are not required to be included in the gift
records. The limit for gifts included in the register remains unchanged and is PLN 100.

Split-payment mechanism. In case of a setoff of any receivables, the mandatory split-
payment mechanism shall not apply to the extent that the receivable amounts have
been deducted. Applications for the release of funds from the VAT account can also be
made by non-VAT taxpayers. Goods and services subject to the mandatory split-
payment mechanism are classified in Appendix 15 of the VAT Act based on the Polish
Classification of Goods and Services (PKWiU 2015).

Binding VAT Rate Statement (WIS). There have been a few changes in the area of
WIS, including the possibility to obtain a Binding VAT Rate Statement (WIS) for goods
subject to VAT according to the Polish Classification of Goods and Services (PKWiU).
Additionally, a rule was put in place that WIS is only valid for 5 years after its issue date.

This document has been prepared for information purposes only and
covers general nature. Before taking any action based on the above information,
we recommend that you obtain a valid opinion of TPA experts.
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TPA is a leading international consulting group, offering comprehensive business advisory services in 12 countries of Central and Southeastern
Europe.

In Poland, TPA is one of the largest consulting companies. We provide international corporations and large domestic companies with effective
business solutions in terms of tax advisory, accounting and payroll outsourcing, real estate investment consultancy and personnel consulting, as
well as audit and business advisory services under the Baker Tilly TPA brand. Legal services, provided under the Baker Tilly Woroszylska Legal
brand, have been a natural addition to our interdisciplinary services.

TPA Poland, Baker Tilly TPA, and Baker Tilly Woroszylska Legal are the exclusive representatives of Baker Tilly International in Poland — one of
the largest global networks of independent consulting companies.

As a member of Baker Tilly International, we combine the advantages of integrated, interdisciplinary ‘one-stop-shop’ services with local expertise
and global reach of the advisory group.

www.tpa-group.pl | www.bakertilly.pl
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