17% PIT and higher tax deductible costs as of October
1, 2019

An amendment to the PIT Act, adopted by the Sejm on August 30, 2019, currently awaiting the
signature of the President of the Republic of Poland, assumes a reduction of the lowest tax rate
from 18% to 17% and higher tax deductible costs for employees as of October 1, 2019.

1. New PIT tax scale in 2019 and 2020

1.1. Tax scale for income obtained in 2019

This tax scale is being introduced for income obtained from 1 January 2019.

In 2019, the lowest tax rate will decrease from 18% to 17.75%. The tax threshold of 85,528

PLN and the second tax rate, 32%, will remain unchanged. The amount reducing the tax will be
reduced from 560.02 PLN to 548.30 PLN.

Tax scale in 2019

Tax calculation basis in PLN Tax is
above to
85.528 17,75%

minus the amount reducing
15.181,22 PLN + 32% the tax

85.528 surplus over 85.528 PLN

1.2. Tax scale for income obtained in 2020
As of 2020, the lowest PIT rate will be reduced to 17%, while maintaining the 32% rate for income

exceeding 85,528 PLN. Following the reduction in the rate, the amount reducing the tax will
amount to 525.12 PLN.
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Tax scale in 2020

Tax calculation basis in PLN Tax is
above to
85.528 17%

minus the amount
14.539,76 PLN + 32% reducing the tax

85.528 surplus over 85.528 PLN

2. PIT advance payments in 2019 and 2020

2.1. PIT advance payments on income from employment relationship

When calculating PIT advance payments on income obtained in the period between October 1 and
December 31, 2019, the payer, instead of the currently applicable 18% rate, will apply the

rate of 17% or, at the taxpayer's request, the rate of 17.75%.

When calculating PIT advance payments on income obtained as of 1 January 2020, as a rule, the
payer will apply the following rates:

. for months in which the taxpayer's income obtained from the beginning of the year in a
given workplace does not exceed 85,528 PLN - 17% of the income obtained in that month,
. for the month in which the employee's income earned from the beginning of the year in a

given workplace exceeded 85,528 PLN - 17% from the part of the income earned in that month
that did not exceed PLN 85,528 PLN, and 32% from the surplus over the above amount.

2.2. PIT advance payments from other income sources

The 17% rate will also be applied to calculate the advance payment on income obtained from
October 1, 2019, i.a. from mandate and specific work contracts, business activities and rental
income (if these revenues are taxed at progressive tax rates), income from employment
relationship from abroad received without intermediary of payers.

3. Tax deductible costs

Standard tax costs from the employment relationship as of October 1, 2019 will amount to 250
PLN per month and 300 PLN per month for commuting employees.

In addition, the annual tax deductible costs for 2019 and from 2020 will be:

For 2019 For 2020

One employment relationship 1.751,25 PLN 3.000,00 PLN
Several employment relationship 2.626,54 PLN 4.500,00 PLN
Commuting employees (one 2.151,54 PLN 3.600,00 PLN
employment contract)

Commuting employees (several 3.226,92 PLN 5.400,00 PLN
employment contracts)
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If you are interested in obtaining further information, or would like to discuss the impact of
the above on your business activity please contact:

Anna Misiak, Anna.Misiak@mddp.pl phone +48 22 322 68 88

Rafat Sidorowicz, Rafal.Sidorowicz@mddp.pl phone +48 22 322 68 88

or your MDDP adviser.
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MDDP is one of the largest Polish companies providing comprehensive consulting services in the
area of taxes, law, corporate finance, business consulting, outsourcing, financial and accounting
consulting, audits and professional trainings and conferences.

Since 2004, we have been continually increasing the team of advisers equipped with experience
acquired both in reputable advisory companies and the largest enterprises on the Polish market.
Our Clients include leading international corporations and the largest Polish companies from all
sectors of economy.

We consider trust to be the basis of successful cooperation. We support our Clients in taking the
most important business decisions. We combine international experience in business with the
knowledge of regulations and the specificity of a given industry. We focus our activities mainly on
the Polish market guaranteeing full involvement and individual approach to the cooperation.
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