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Initial lease payment — the standpoint of the Minister of

Finance

There are still disputes as to the
tax treatment of the initial lease
payment as tax deductible cost.

Last week we informed you about
the judgment of the Administrative
Court in Warsaw from which
results that the initial lease
payment should constitute a tax
deductible cost proportionally to
the duration of the lease
agreement. This standpoint was
also recently confirmed by the
Minister of Finance.

In the letter of 31 October
(sign.DD6/0602/59/MDA/08/BMI7-
4134/08) the Minister of Finance,
responding the question of a member
of Parliament indicated that the initial
lease payment made in connection
with the lease agreement is a tax
deductible cost other than tax
deductible costs directly relating to
generating revenues, and therefore,
pursuant to Article 15.4d of the CIT
Act, should be treated as tax
deductible when incurred as a so-
called indirect cost.

The Minister of Finance stated that,
in the light of the current law,

the costs of the initial lease payment,
as not relating directly to generating

AUDIT = TAX = ADVISORY

revenues, should be settled when
incurred, i.e. when booked as
prepayments and accruals.

In the opinion of the Minister of Finance,
in the case at hand, there should be
taken into consideration not only

the regulations of the Article 15.4d of the
CIT Act (being in force since 1 January
2007) allowing technical settlement of
the costs relating to term exceeding the
tax year but also, the regulations of
Article 15.4e of the CIT Act. The above
mentioned regulation provides that the
indirect costs should be settled in
accordance with the provisions of the
Accounting Act.

In connection with the above, the tax
authority indicated that, ,there is full
justification for settling the initial lease
payment in time, as it constitutes the
initial and basic condition of concluding
the lease agreement allowing to use
the leased object throughout the entire
term. Increasing the tax deductible costs
with such an expense on one-off basis
would disfigure the financial situation
of the taxpayer, especially as regards
initial lease payments of significant
value.”

Taking the above into account,

as regards settling the initial lease
payment, there is still no uniform
approach to the treatment of deductible
costs.

It is possible that the standpoint of the
Supreme Administrative Court, to
which the complaints of the tax
authorities against the judgments of
the Administrative Court in Warsaw
(of 17 June and 8 August, favourable
for the lessees) were filed, will solve
the controversies in this respect.

It will also allow the lessees to plan
the tax deductible cost settlement

in a free of uncertainties and safe
way.

If you are interested in more detailed
information, please feel free to
contact us.
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