
~ @W'ligymgyll mmunlmn 4 

IBFD Materials _ 
Bulletin for International fisca l documentati on 

“1955, 7_ ,_





flB’ULLE’TINI» 
' INTERNATIONAL FISCAL DOCUMENTATION 

1hdkhh¢k.£hawxwflahwn.FBmmhhflflaflMnmk 

International 'Bureau of Fiscal Documentation 

. 
V 

Publication du - 

Bureau International de Documentation Fiscale 

~ ‘ Oflicial Organ of the International Fiscal Associatidn.(I;F.A.) . 
"

, 

Organe Official dc l’I.F.A. .
v 

'VoLIXIX 

' 

' 

‘ 

Publication of the - 

' 

I 

>- 

\ 
' 

I965

~~
~

~ 
~ ~ ~ ~
~~

a

/,



THE INTERNATIONAL BUREAU OF FISCAL DOCU- 
MENTATION was founded in 1939. For reasons of 
organizing character this Bureau is established as 
a separate foundation according to Netherlands 
law. The Bureau is a scientific, independent, non- 
profit making, non-political foundation of which 
the purpose is defined in the articles as follows: 

(art. 2) The Object of the International Bureau 
of Fiscal Documentation is the foundation and 
maintenance of an international documentation 
bureau, in order to supply information in fiscal 
legislation and the application of fiscal law, and to 
stim‘ulgte the study of fiscal ‘sciencq, . 

f” 

(art. 3) The International Bureau of Fiscal Docu- 
mentation shall endeavour to realise this object by: 
a. founding a library on fiscal legislation, books, 

periodicals and other publications; 
b. supplying information; 
c. giving any one the opportunity to study all 

material available in its library; 
d. issuingaperiodical; 
c. any other appropriate measures. 
In close co-opetation with the IRA. and with the 
aid of experted cooperators in a great number of 
countries, the Burmu tries to collect all possible 
data in the sphere of national and international 
fiscal law. In this Way the Bureau will be able to 
supply detailed information concerning special 
subjects (no advice is given) for which a fee is due, 
which is necessary for the maintenance and exten- 
sion of the Bureau. 
On general subjects the Bureau brings out 
publications of documentary character in the 
Series: “Publications of the International Bureau 
of Fiscal Documentation,” and in the Series 
“Studies on Taxation and Economic Develop- 
ment.” 
These sexies have been Supplemented by various 
special publications. Since 1961 the Bureau has 
published European Taxation, at first as a fortnight- 
ly English language review of tax developments on 
the European Continent, in the United Kingdom 
and in Ireland, but since January, 1965 as an 
expanded monthly periodical. A new loose-leaf, 
“Tax News Service”, first published in 1965, 
brings rapid information of world-wide tax 
developments. Two loose—leaf services were 
started in 1963: “Supplementary Service to Euro- 
pean Taxation” and “Guides to European Taxa- 
tion”. The latter series includes two published 
volumes: 
“Taxation of Patent 
Interest in Europe” 
“Corporate Taxation in the Common Market”. 

Royalties, Dividends, 
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LE BUREAU INTERNATIONAL DE DOCUMENTATION 
I 
FISCALE fut fondé en 1939. Pout des raisons de 
caractére organisatoitc, cc Bureau est établi com- 
me me fondation séparée conformément au droit 
civil néerlandais. Le Bureau est une institution 
scientifiquc, indépendante, sans but lucratif en 
sans objet politique, dont 1e but est défini dans les 
statuts comme suit: 
(art. 2) 16 but du Bureau International de Docu- 
mentation Fiscalc est d’établir et de médntenit un 
bureau international de documentation tendant é 
foutnir des informations concernant la Jégislation 
fiscale ct l’application du droit fiscal, ainsi qu’é 
stimuler l’étude de la science fiscale. 
(art. 3) Cast par les moyens suivants que le Bureau 
5:: propose d’atteindre cc but: 
a) an établissant une bibliothéque contenant un 

grand nombre d’ouvrages, revues et d’autres - 

publications dans le domaine fiscal; 
b) en fournissant des informations; 
c) en procurant 2‘1 tous ceux qui s’y intéressent 

l’occasion dc. consulter les ouvrages qui se 
trouvent dans la bibliothéque; 

d) en publiant un périodique; 
6) en recourant '21 tous les autrcs moyens dont on 

peut disposer. 
Le Bureau veut, par une coopération avcc I’IFA 
et avec l’aide d’experts d’un grand nombre de 
pays, rassembler toutes les données possibles dans 
16 domains du droit fiscal national at international. 
De cette fagqn, 1e Bureau est 2‘; méme de fournir 
dc renseigneménts détaillés concernant des 
problémes spéciaux mais sans donner d’avis. Pour 
ces renseignements on demands des honoraires 
nécessaires pour lc maintien et l’extension du 
Bureau. Sut des sujcts génétaux, 1e Bureau public 
des études dc catact‘ere documentaire dans la série: 
Publications du Bureau International de Documen- 
tation Fiscale. 
Ces séries ont cu des Suppléments spéciaux et 
variés. Depuis 1961 la Bureau a publié Ia revue 
European Taxation, d’abord comme une revue 
bi-hebdomadaire en langue anglaise portant sur les 
développements fiscaux dans le continent euro- 
péen, le Royaume Uni et l’I1lande, puis '21 partir de 
janvier I 96; i1 devenait mensuel et s’augmentait du 
Tax News Service, présenté sous feuillets mobiles 
donnant une information tapide, 2‘1 l’échelle 
mondjale, de tout ce qui touche '21 la fiscalité. En 
1963 paraissaient, toujours sur feuillets mobiles, 
d’une part «Supplementary Service to European 
Taxation» et d’autre part les «Guides to European _ 

Taxation». Cette demiére série comprenaient la 
publication de deux volumes, en langue anglaixe: 
«Régime fiscal des redevances, dividendes et 
intéréts en Europe» et «L’imposition des sociétés 
de capitaux dans les pays du Marché Commun»
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The I.F.A. was founded on the 12th of February 
1938 by tax experts of a number of countries. ' 

Purpose and working-method are defined as fol- 
lows in the Articles: 
(art. 2) the object of the Association is the study 
of international and comparative public finance and 
fiscal law, especially international and comparative 
law of taxation, together with the financial and 
economic problems connected therewith. 
(art. 3) The Association shall endeavour to realise 
this object by: 
a) organizing Congresses; 
b) issuing a periodical; 
c) founding one or more libraries and a documen— 

tatiori bureau; 
d) and other appropriate measures.

* 

In the following countries there are National 
Groups. Members living in out; of these countries 
can approach the secretary of their group, whose 
address in stated below: 

Dr. Roberto O. Frcytes, Uruguay 560, -2e Piso, Buenos Aircs

I 

- Camite’ Diretleur 

Dr. Paul Grm'ir 
Prof. E. Schreudet . .d 

’

. 

AJ. van Soest v1ce-pt651 cnts 

Alun G. Davies
‘ 

Prof. N. Amorés Rica 
Prof. C. Cosciani 
Dr. D. Helmets 
Dr. E.W. Klimowsky 
Dr. B. Mendes de Almeida 
Dr. F. Silcher 
Prof. G. Vedel 

members 

L’IFA fut fondée 1e I 2 février 193 8 par un nombre 
d’cxpetts en matiére fiscale dc divers pays. Le but 
ct l’organisation sont définis dans les Statuts com- 
me suit: 
(art. 2) 16 but de l’Association est l’étude du droit 
financier et fiscal international ct comparé notam- 
ment du droit fiscal international et compare’, ainsi 
que les ptoblémes financiers et économiques y 
adhérents.

' 

(art. 3) l’Association se propose dc réaliser cc but 
an 

‘

V 

(a) 
' 

organisant des Congrés ; 

(b) publiant un pétiodique; ' 

(c) établissant une ou plusieurs bibliothéques 
ainsi qu’un bureau de documentation; 

(d) par toutcs mesurcs légale’s.

* 

Dans les pays Suivants, l’IFA a un groupement 
national. Les membres habifant ces pays peuvent 
s’adresser au secrétaire dc leur groupement dont 
l’adresse est donné ci-dessous: 

ARGENTINA ARGENTINE 
AUSTRALIA . C.]. Berg " AUSTRALIE

V 

Commercial Bank Chambers (9th Floor) 62 Margaret Street, Sydney I 

AULSTRIA Dr. Robert Bechinie, Gumpendorferstrasse 26, Wien VI AUTRICHE
) 

BELGIUM A. van Canter, I91, Avenue du Roi, Bruxelles 6 fiELGIQUE 
BRAZIL 

' BRESIL 
Dr. Gilberto dc Ulhéa Canto, Av. Almirante Barrosso, 81-2° andar, salas. 1.236 c 1.238, Rio de Janeiro 

(2 U n A - 
. 

c U )3A 
Dr. David Masnata do Quesada, Bufete Lazo y Cubas, Edif. Ambax Motors, Calle 23, esq. a.P., Vedado, 

La Habana 
DENMARK Dr. Mogens Eggert Mallet, Kronprinsessegade 8, Copenhagen K. DANEMARK ' 

EGYPT Prof. Nagib Yousef, 46 Falaky Street, Cairp EGYPTE

V



P R AN c E A. Jacot, 5 rue du Cardinal Mercicr, Paris F R AN c E 
GERMANY 

4 
Dr. A. Heining, Habsburgerring 2-12, K6111 IO ALLEMAGNE 

GREAT BRITAIN GJ. Bellenie, 6, St. James’ Square, London SW. I GRANDE BRETAGNE 
GREE c E ' 

Dem. Tsingris, 9, Rue D. Soutsou, Athénes (6) 
V 

- 

G RE cE 
I s R AE L 

V 

Dr. L. Berger c/o Jewish Agency, 1'7, K'aplanstreet, T el-Aviv I 5 RA E L 
V 

ITALY ' 

* Prof. Ceéare Cosciani, Vials Pinturicchio 24, Roma v ITA LY 
NETHERLANDS ' ].F. Spierdijk, Alex. Gogelweg 30, The Hague PAYS-3A8 
p o RTU GA L Dr. J. Lopes Alvcs, Rua Portas Santo Antao, 89, Lisbon- 2. p o R T U GA L 
s p A 1 N Prof. Narcis'o Amoros Rica, Genéral Mola I 5 , Madrid E s p A GNE 
SWE D EN B. Villaxd, c/o Swedish Institute of Foreign Law, Fack Stockholm I s UE DE 
SW I T z E R L AND Dir. Eugen Islet, c/o Schweiz. Treuhandgesellschaft, Freie Strasse 90, Basel s U I s s E 
UNITED STATES OF AMERICA ETATS-UNIS D’AMERQUIE 

Dirck van R. Vrgeland, 280 Park Avenue,.New York, 10017 N.Y. 
URUGUAY Dr. Raul Ibarra San Martin, Ministerio de Hacienda, Montevideo URUGUAY 

COVERS 
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orders as soon as possible. At the same time orders can be sent for covers of other volumes. 

Price per raver: DH 5, US$ 1,75 

RELIURES 
Les legteurs désirant avoir use rcliure pour le Vol. XIX sont priés de bien vquloir adresser 
dés 2‘1 présent leurs commandes au Bureau au plus tét possible. On peut en méme temps 

\ commander des reliures pour les volumes précédents. 

Prix par religre: Fl 5, US$ 1,75 

EINBANDDECKEN 
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FOREIGN INVESTMENT AND TAXATION IN INDIA 
by -

' 

K.C. KHANNA*)' . 

“Argyboajl who I'm/ext: in India 2': a fucker but aqyboaji who 
doe: not immt in India it a bigger marker”. (Anorgymém Amerimrz 

India has a total area of about 1,260,000 square miles which is nearly equal in size 
t9 the whole of Western Europe. With a population of about 460 fifillioh-it is the 
second most populous country in the world. Every seventh person in the world 
today is an Indian! -

. 

India is a sovereign democratic republic with a parliamentary forth of govern- 
' 

ment based on universal adult franchise. It is a federal Union of 16 States and 6 Cen- 
trally administered Union Territories. 

Scope for Foreign [Mam/mt ' 

‘In 1949, two years after India gained Independence, the late Prime Minister Nehru 
declared that: India welcomed foreign capital and recognised that it would come 
only if the foreign investor was assured of profit and security. He stated in the 
Indian Parliament ”Indian capital needs to be supplemented by foreign capital not 

_ 
only because our national savings will not be enough for the rapid development of 
the country on \the scale we Wish, but: also because in many cases scientific, 
technicalrand industrial knowledge and capital equipment can best be secured V 

‘ alogg with foreign capital”. Over the last fifteen years, there has been no turning 
back; in fact, the opportunities for foreign investment have widened over the 
years. In his last Budget speech in February, 1964, the Central Finance Minister, 
Mr. T.T. Krishnamachari observed “we should specially welcome foreign invest- 
ment in thq shape of equity capital which not only brings with it technical know- 
how and managerial skills but also a special advantage of not adding to the heavy 
and growing burden of debt repayment”. . 

'

~ 

The scope for foreign private investment in India is very large indeed because 
India at the moment is very short of technical and financial resources and must 
catch up on the short—falls on the third Five Year Plan, which recognises that 
with the best effort the country can make to enlarge its foreign exchange earnings, 
it cannot for a number of years cope with the increasing import requirements of

, 

. 
the economy. Foreign exchange has either to be earned by exports or has to be 
secured through an inflow of external resources. 
* The author is a member of the Institute of Chartered Accountants of India; Member of Fhe Sevenl Man Study Group of the International Fiscal Association. '



FOREIGN INVESTMENT AND TAXATION IN INDIA 

In recent years foreign capital has come to India mostly in the shape of foreign 
aid which means loans from Government to Government or from specialised 
institutions to the Goverfiment of India. The share of Britian, U.S.A. and other 
countries comprising France, West Germany, Japan etc., in the inflow of foreign 
private capital into India in 1960 was'65 %, I6 % and 19 % respectively against the 
corresponding shares of 82 %, 9 % and 9 % in 195 5. The total of such investments 
has risen from about R3256 crores in 1948 to about R5668 crores in 1963. The 
annual average inflow of private foreign investment during the last 15 years has 
only been about Rs.3o crores, the net addition to foreign private investment 
during the last three years having been of the order of R550 crores to R560 crores 
21 year. This is grossly insufficient for the country’s requirements and so further 
efforts must be made to increase the inflow. 

[7141216677231t to Foreign Invextmmt
V 

India’s attractions for the foreign investor mainly stem from her political and 
economic stability, her uniformly good record in meeting her obligations and the 
freedom she allows in repatriating capital and earnings — factors which cannot be 
taken for granted in many other developing countries. An even more important 
factor is the existence of a fairly developed infrastructure which is steadily expand- 
ing. Power and transport facilities are developing fast to support industrial 
growth. A large and growing domestic market - a sheltered one at that—is 
another major attraction which the country offers. From the point of profitability 
too, the prospects are fairly promising. According to a study by the U.S. Depart- 
ment of Commerce, earning of direct American investment in India in manufac- 
turing industries was amongst the highest in the world, being 20.6% in 1962 
compared with a mere 9.1 % in Japan, 18 % in Pakistan, 12.7 % in Phillipines and 
12.6% in Western Europe. As for British capital, a survey conducted by the 
Board of Trade showed that the return in 1962 amOunted to 9.4% which was 
higher than the return earned on British investments in U.S.A., Australia and 1 

Canada. Besides the fair level of profitability and a vast home market, India gives a 
closer access to the developing countries in both Asia and Africa.

I 

In a report prepared by the First National City Bank of New York for the 
benefit of American investors in India, the Bank states that a very large part of 
the increased investment in India was through retained earnings which could 
have been repatriated. This, the Bank concludes, is indicative of the investor’s 
faith in India’s long run potential. There is no restriction imposed on foreign 
investment which is not equally applicable to domestic investment. In the unlikely 
event of compulsory acquisition or nationalisation of an undertaking, India’s 
Constitution guarantees adequate compensation.

2
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" Gouernmmt’x Indmtria/ Policy
_ 

A philosophy of mixed economy has been reflected in the industrial policy re- 
solution of the Government of India which divides the whole industrial field in 
three categoriesi V

' 

(21) those which are the exclusive responsibility of . the State, for example arms 
and amunition, atomic energy, heavy electrical plants, coal, mineral oil etc.; 

(b) those that are open both to public and private sectors, for example aluminium, 
machine tools, ferro alloys, essential drugs and fertilizers etc.; and 

'(c) the remaining industries to be developed through the initiative and enterprise 
of the private sector. ’

' 

The form of foreign private investment which is looked upon with the most 
favour by the Governmgnt of India is that of joint collaboration ventures With 
Indian partners. This form of investment not only places least strain on the balance 
of payments, but by providing technical know-how it helps to train Indian 
personnel. It also helps in widening investment of Indian capital and managerial

r 

skill. Foreign collaboration may be in the form of equity capital participation, for 
l 

technical collaboration involving payment of royalties, technical service fees, 
- appointment of foreign personnel etc. ‘

V 

While as a general rule, the Government of India prefers to retain majority 
ownership and effective control of ah undertaking in Indian hands foreign colla- 
borators may be allowed majbrity shareholding in new projects if 
(a) the project has a high priority ranking in the plan programme; 
(b) the amount of the foreign exchange required for the project justifies majority 

participation by the foreign collaborator; ' 

and - 

(c) the main contribution of the project is in a field (if technology wherein India 
has not made much progress or where additional development seems necessary. 

The Government does not generally favour the establishment of an industrial 
venture which is wholly owned by the foreign investor. Indian participation is 

. 
normally insisted upon. In addition, the Government expects suitable provision 
for the training of Indians for technical and administrative posts. Ordinarily 
foreign investment is not permitted in trading or commercial activities or in 
plantations and in banking and insurance. 

In the past four years the numbér of schemes approved for foreign technical 
collgboration and financial participation was as follows: 

Year 
V 

Number 
1960 590 
1961 

1 

402 
1962 299 
I965 (upto 30th Sept.) 227
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Collaboration cases approved by the Government in the past four years co'ver a 
wide range of large and medium sized industries which include alloy and special 
steels, steel castings, steel forgings, non—ferrous metals, heavy structurals including 
Vcranes, industrial machinery for textiles, jute, mining, washeries, cement-making, 
paper making and sugar machinery, machine tools, shovels and earth-moving 
equipment, motor cars and ancillaries, ball and roller bearings, electric motors and 
transformers, cables and Wires, other electrical industries, heavy chemicals, mis- 
cellaneous chemicals, fertilizers, drugs and pharmaceuticals, dye stufl's, rayon and 
staple fibre, paper, paper board and pulp etcetera, refractories, plastics, rubber 
manufacture (including synthetic rubber) industrial gases, cotton textiles, in- 
dustrial and Scientific instruments and watches. 

Indmlrz’al Licensing Procedure
_ 

The chief instrument employed for the execution of the Government’s industrial 
policies is the licensing procedure adopted under the Industries (Development and 
Regulation) Act 1951, which requires a new undertaking to obtain a licence for 
the manufacture of any product covered in the First Schedule of the Act, em— 
ploying more than 100 persons or having fixed assets in excess of Rs.Io lakhs. 
Such licence is also necessary in the case of existing undertakings for substantial 
expansion or manufacture of a new product or change of location. ' 

Confronted with an acute shortage of foreign exchange the Government of 
India has wisely adopted a flexible. and pragmatic approach in dealing with the 
foreign investor and the Finance Minister has recently reiterated that the doors 
to foreign investment must be opened Wider. Apart from adopting a more 
flexible approach, the Government has initiated a number of administrative and 
procedural reforms with a View to reducing red tape, delays and cumbersome 
procedures which might have been a deterrent to foreign investors. Accordingly, 
a “letter of intent” is now issued to an industrialist within about a month from the 
date of the receipt of an application from him for starting an industry in the 
country. This “letter of intent” gives the applicant the earliest possible opportunity 
to finalise other parts of his project, terms of foreign collaboration, import of 
capital equipment, issue of capital etc., and indicates the conditions on which the 
Government is prepared to grant licence. All applications for further clearances 
will be considered simultaneously Within a period of four weeks. 
The application for industrial licence or permission should be made to the 

Secretary, Ministry of Commerce and Industry, New Delhi. For quicker disposal, 
one copy each of the application should also be forwarded to the Director of 
Industries of the State concerned and to the appropriate technical authorities of 
the Central Government such as Development Wing, Textile Commissioner, Iron r

4
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& Steel Controller etc. Thg: application should, among other particulars, give 
information in respect of 
(a) capital structure, 

(b) foreign collaboration, 
(c) requirements of foreign technicians, 
((1) investment envisaged, 
(6) requirements of capital equipment, raw material, rail transport, land, water 21nd 

power supply, staff, labour and management etc. 
If the proposed project involves the issue of capital exceeding Rs.25 lakhs 

and the import of plant and machinery, applications should also be made to the 
Controller of Capital Issues, Ministry of Finance and the Chief Controller of 
Imports and Exports, New Delhi. New and existing units having fixed assets 
not exceeding Rs.Io lakhs in value do not require a licence under the Industries 
(Development 38: Regulation) Act. 

Broadly, the cost of capital equipments to be. imported is allowed as a minimum 
to be financed from abroad. This is permitted either as equity participation or in 
the form of equity and loan capital.

' 

The Government of India have recently appointed a Committee of senior 
officials to assist industrialists and foreign collaborators. The committee deals with 
'projects costing over Rs.5 crores and advises private investors in regard to 
licensing procedure etc. 

After the Central Government’s approval has been obtained an application 
should be made t‘o the Reserve Bank of India for its approval in regard to the 
foreign exchange implications of the project and permission for issuing shares to_ 
foreigners in terms of the Government’s approval. The proposed project shall 
also be registered as a public or private company with the Registrar of Jbint Stock 
Companies. 

Taxation of C ompam'es 
In India, corporate organisations are calléd companies. For income tax purposes, 
a company includes:

> 

(a) an Indian company, that is, an organisation incorporated and registered in 
India under the Indian Companies Act; and 

(b) a foreign organisation which has been assessed in India as “company” in the 
' assessment year 1947—48 or has obtained a declaration from the Central Board 

of Direct Taxes for being treated as “company” for the purposes of Income- 
tax Act. 

' ‘ 

To acquire the status of a company, a foreign corporatidn should obtain the 
necessary declaration from the Central Board of Direct Taxes, New Delhi.‘ For 
'this purpose a foreign corporation should apply to the Central Board of 'Direct

~s
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Taxes with proof of incorporation, copy of Articles and Memorandum of Associ- 
ation, and brief details of its activities in India. Such a declaration in actual practice, 
is made in every case in which the foreign organisation possesses the ordinary 
characteristics Vof a company limited by shares and is treated as a legal entity 
under the law of the country of its incorporation. In the absence of such requisite 
declaration, a foreign corporation will be treated as an “association of persons”. 
At current rates of taxation; if a foreign company’s income is likely to exceed 
Rs.Ioo,ooo, it will beneficial for it to be assessed as a ‘company’ in India. 

Ameummt Year and Preview Year
‘ 

The Financial year of the Government of India Commehces on Ist April and ends 
on 3Ist March next following. For purposes of tax this is called the ‘assessment 
year’. The rates of tax to be levied for the assessment year are prescribed by the 
Finance Act which is enacted by Parliament every year. The tax for an assessment 
year is levied in respect of income derived in the ‘previous year’ which is generally 
the year ending 315t March immediately preceding the financial year. Where 
accounts are maintained for a different period, the ‘previous year’ will, at the 

- option of the company, be the accounting year ending in the immediately preceding 
financial year. 
A new business can choose any year as ‘previous year’ by Closing its accounts 

for the appropriate period Within twelve months of its setting up, even though 
the period covered for the first assessment year is less than a year. Once the 
‘previous year’ is determined for a particular source of income, it cannot be 
changed for any subsequent year except with the consent of the Income-tax 
Officer and on conditions, if any, imposed by him. 

Rexideme of C ompmie: 
A company is treated asresident in India if 
(a) it is an Indian company, that is, a company registered in India, or 
(b) the control and management of its affairs is sit ated wholly in India. 
Thus if control and management is partially situated outside India, a non-Indian 
company becomes non-resident. Generally speaking, all foreign companies are 
non-resident: companies under the Indian Income—tax Act, 1961. 

Scope of Taxable Imome 
'

7 

The taxable income (total income) is computed with reference to a company’s 
residential status. In the case of a ‘resident company, total income of a previous 
year includes - 

(:1) income received or deemed to be received, in India in such year by it or on its 
behalf;
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(1)) income which accrues or arises or is deemed to accrue or arise, to it in India 
during such year; and ' 

.

' 

(c) income accrues or arises to it outside India during such year. 
In the case of a ‘non—resident’ company, totai income of a previous year includes 

(a) income received, or deemed to be received, in India in such year by it or on 
its behalf; and ‘

. 

(b) income which accrues or arises, or is deemed to accrue or arise to it in India 
during such year. ‘ 

I

V 

If an income is included in the total income on the basisthat it has accrued or 
arisen or, is deemed to have accrued or arisen, it shall not again be so included on 
the basis that it is received or deemed to be received in India. For attracting tax 
liability, the place of accrual and receipt of income is important and the place of 
.control and management of business is not material except for determining the 
residence. Under the Income-tax Act there are some provisions which deem that a 
particular income accrues at a certain place even if it actually accrues at other 
places. Thus income is deemed to accrue or arise in India if it accrues or arises 
directly or indirectly: 
(a) through or from any Business connection in India; 
(b) through or from any property in India; 
(c) through or from any asset or source of income in India; 
(d) through or frbm any money lent at interest and brought into India in cash or 

in kind; and .

v 

(6) through any transfer of capital asset in India. 
In addition, dividends paid by an Indian company outside India are deemed to 

have accrued in India. 
V

. 

The expression ‘business connection’ used earlier does not admit of precise 
definition. It, however, connotes an element of continuity in the relationship 
between the agent, licensee or other person in India who assists in earning profits 
and the non—resident who receives or realises them. Isolated transactions will not 
ordinarily amount to a business connection. Dealings between a résident and 

. non-resident on the basis of principal to principal Will n‘Qt be a ‘business connec— 
tion’. The Act specifically provides that Where purchases are made in India by- a 
non-resident solely for the purpose of export such transactions shall not constitute 
a ‘business cdnnection’. Only those profits arising through or from ‘business 
connection’ which can be reasonably attributed to the operations in India are, 
taxable. Where separate accounts are maintained for operations in India there is no 
difficulty in computating the taxable income of a foreign enterprise. Where 
separate accounts for Indian business do not qxist taxable profits are estirfiated 
either with reference to a percentage of Indian turnover, or on the basis of propor— 
tionate profits on Indian turnover as compared to world turnover.



FOREIGN INVESTMENT AND TAXATION IN INDIA 

The tax is attracted if income is received in India by the company or on its 
behalf, irrespective of where the profits have arisen. The income, profits and gains 
may be received either in cash or in kind or both. However, income accruing or 
arising outside India cannot be deemed to be received in India merely because a 
particular item has been taken into account in a balance sheet prepared in India. 
Remittances of capital to India are not taxable. Remittances to India of past in- 
come earned abroad are also not taxable under the Income-tax Act, 1961. 

Foreign C omparyl Operating in India 
A foreign company may operate in India by 
(a) opening a branch in India; 
(b) forming a subsidiary Indian company; 
(c) holding a minority interest in an Indian company. 
The'tax posifion in each case is examined below: 

(a) A branch of a foreign company is not treated as a separate entity and for 
purposes of income-tax the foreign company itself will be treated as the assesses. 
However, being non-resident it will pay tax only on income arising or deemed to 
arise in India as well as on income received or deemed tobe received in India. 
Interest and royalty payments to the head office cannot be claimed as deduction 
from the profits of the branch. A reasonable portion of the overhead expenses in- 
curred in the head office; however, can be so claimed. The loss arising outside 
India cannot be set off against income in India. The company will“ pay the tax at 
the current rate of 65 per cent subject to concessions by way of tax holiday, devel- 
opment rebate and spread of capital expenditure on scientific research etc. con- 
sidered later. The foreign company will be entitled to double taxation itself, if 
such agreement exists between its country and India. 

(17) The subsidiary Indian company being resident 'in India, will be assessed 
on all its income whether arising in India or outside. The parent company will 
be taxed on dividends, interest and royalty, if any, received from the subsidiary.

I 

VHowever, the subsidiary can claim against its income the interest and royalty 
paid as deductions. The Indian company will pay tax at the current rates subject to 
concessions and rebates, if any. It will be entitled to double taxation or unilateral 
relief, as the case may be, if any income arises to it outside India and is subject to 
tax in another country. The parent compafiy will pay tax at the appropriate rates on 
dividends received from the Indian company, royalty, interest and other remaining 
income. The dividends, if any, paid out of the tax-free profits of the Indian com- 
pany under tax holiday provisions will not bear any tax. The parent company will 
be entitled to double taxation relief if any such agreement exists between its 
country and India. , 

(c) In respect of minority holdings in an Indian company formed and registered

8
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on or after ISt April, 1961,, the position will be the same as for an Indian sub- 
sidiary company discussed in (b) above. \ , 

In short there is no difference in taxation whether a foreign company holds 
majority or minority interest in an Indian company formed on or after Ist April, 
1961.

I 

Rate: of C ompaiy/ Taxation 
Companies are charged a basic income-tax at the rate of 25 percent of all taxable. 
income; the only exception is a concessional rate of 15 percent on dividend income '

' 

received by a foreign company from a closély-held Indian company engaged in pri- 
ority or basic industries. Such industries mainly include the manufacture of iron and 
steel, ferro-alloys, aluminium, topper, lead, zinc, industrial machinery, boilers and 
steam generating plants, equipment for generatibn and transmission of electricity, 
machine tools, tractors, steel castings and forgings, paper, pulp, tea, electronic 
equipment, petrochemicals and mining industries.. , 

. In addition to income-tax, supertax is charged on all companies. The standard 
rite of super—tax is 55 percent but is subject to varying rebates depending on the 
nature and quantum of a company’s income, the type of goods manufactured, its 
capital structure and the distribution of its shareholding, the extent of dividends 
distribut¢d by it, the issue of any bonus shares and a number of other factors. 
A distinction is also made between companies in 'Which the public is not sub? 
stantially interested (closely-held corporations) and others. A further differen¥ 
tiation is made in the super—tax chargeable between a company which has made 
prescribed arrangements for declaration and payment of dividends in India and a 
company which does not declare and pay dividends in India. Ordinarily a foreign 
company, that is, a company which is not registered in India is not likely to declare 
and pay dividends in India. Accordingly the rates of tag: applicable to foreign 
companies are those which apply to companies which have not made prescribed 
arrangements for declaration and payment of dividends in India. Details Of‘current 
tax rateslhave already been given in Tables A and B published on pages 274 and _ 

275 of the Bulletin’s issue for July, 1964 (XVIII/7) to which a refeience may be 
made. The position in regard to different types of income earned by a foreign 
non—resident company is summarised below:

I 

(a) Dividend: receivedfrom an Indian C ompmy/ . _ 

In India dividends received by one company from another are .charged to income- 
tax (not super-tax) in the recipient company’s hands even if the dividend paying 
company has paid full tax on its profits. The rate of tax or; intercorporate dividends 
received by a foreign company from an Indian Company is 25 percent with the 
exception of a rate of 15 percent payable by a foreign company on dividends

9
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received from a closely—held Indian company engaged in a priority industry 
referred to above. No expensesrare allowed as a deduction from dividend income. 
Tax on dividends is withheld at source. ‘

' 

(17) Ryaltz'e: receivedfram am Indian C (Imam 
Royalty terms vary widely; in‘the case of engineering concerns royalty rates have 
been as low as 1.5 percent and as high as IO percent. In considering what is 
reasonable, account is taken of the complexity of the manufacturing process in- 
volved, the essentiality of the article and the sales potential. 
The Government of India feels that rbyalty as a source of income should not 

be treated differently from other sources of income for purposes of taxation. Thus 
income derived, Whether periodically or in a lump sum, from royalties for the use 
of patent, process, formula or trademarks is taxable just as any other income. If 
payments of royalty are made by way of a free issue of equity shares the value 
thereof will be subject to tax. Income from royalty accrues Wholly in this country 
in‘ which the patent, process or trade mark is actually exploited. Consequently 

' 

royalty received by a foreign patentee in respect of use 'of its patent in India is con— 
sidered to arise in India even if the patent is registered in a foreign country. In 
the computation of taxable income from royalties any legitimate current expen— 
diture for the purpose of earning the income is deductible. Royalties payable by 
an Indian concern in pursuance of an agreement made on or after Ist April 1961 
and approved by the Indian Government are charged to tax at 50 percent; previ~ 
ously the rate was 6 3 percent. " 

(I) Feexfor T ec/Jm'm/ Jeri/ice: rendered to am Indian comer” 
Any amounts received either in a lump sum or periodically by way of charges or 
fees for technical services or assistance are treated as under: 

(a) to the extent the technical fees or charges are reasonably attributable to 
technical assistance and services rendered or performed outside India, the income 
is regarded as having accrued outside India. It is not liable to tax in India if the 
recipient is non—resident and the amount is received outside India; 

( 17) in respect of the amount attributable to technical assistance and services 
rendered or performed by the non—resident in India, the technical fees or charges 
are considered as income arising in India. From this, actual expenditure incurred 
by the foreign collaborators in rendering such assistance or service is deductible 
and only the net amount is liable to tax; 

(6) any amount received for assignment of a patent or trade mark is generally 
in the nature of capital receipt in the hands of the foreign collaborator and is not 
taxable. But if periodical payments, especially those based on turnover or produc- 
tion are also receiveable, such receipts are considered as income.

10
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((1’) any amount received f9]: sale of knoW-how delivered abroad Will not be 
taxable in the hands of a non-resident if the payment is also made abroad. The 
nature of receipt, capital or revenue, will depend on the facts of each case; Accord- 
ing to the present practice, the tax authorities do not attempt to tax the value of 
equity shares Where participation by a foreign enterprise in such equity is achieved 

' by transfer of know-how delivered abroad. However, the capital gains realised on 
subsequent sale of shares will be liable to tax.

‘ 

Since the existing law imposes a liability to tax on a non-resident on receipt 
basis; technical service fees received by a non—resident in- India will be liable to 
Indian tax even if the services have been rendered abroad.

' 

The rate of tax on taxable fees and charges received by a non—resident company 
from an Indian concern for rendering technical services etc. in pursuance of an 
agreement made after 29th February, 1964 and approved by the Goverhment is 

’ 50 percent. 
The deductibility of payments for royalty and technical fees from the gross 

business income of the payer company will depend on whether the payments are 
considered as revenue or capital expenditure. Thus royalty based on turnover or " 

production for u§e of patent, process, formula or trade mark will be deductible 
from gross business income. If technical fees and charges are in respect of capital 
assets such as construction of a factory or bringing into existence a benefit of 
enduring nature, the payment may be considered as capital expenditure and may 
not be allowed as deduction. However, the payer Will be entitled to depreciation 
allowances if the amount is capitalised along with the cost of the asset. The amount 
paid for acquisition of know—how is capital expenditure whether it is paid in lump 
sum ’or in instalments. As a concession, expenditure incurred for purchase of 
patent rights is allowed by the tax authorities as consolidated revenue expenditure 
spread over 14 years. 

(d) Im‘erm‘ receivedfrom an Indian content 
.Any interest payable by an industrial undertaking in India on mqneys borrowed 
by it in a foreign country in respect of purchase outside India of plant, machinery 
or raw materials where the term of the loan or debt have been approved by the 
Central Government is exempt from Indian tax to the extent to which such in- 
terest does not exceed the amount of interest calculated at the rate approved by 
the Central Government. Similarly, interest payable by Government or local 
authorithy on mbneys borrowed by it from sources outside India or interest 
payable by an industrial undertaking in India under a loan agreement entered into 
with a financial institution in a foreign country subject to Government approval is 
exempt from Indian tax? - 

“I 'I
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(e) Income from bzm'nm' carried on in India A 

Profits of business carried on in India through a branch of a non—resident company 
are charged to tax at the rate of 65 per cent. 

,

- 

v (f) Capital Gain: realised on Capitq/ Amen" :ituated in India 
There is no difference between the rates of tax on long—term capital gains of a 
resident company and a non-resident: company. Short-term capital gains, Le. 
capital gains realised on sale of a capital asset situated in India within one year of 
the date of purchase are however taxed like any other busineés profit. Details are 
given in the following table: 

Capital Gain: Tax qable by a Nan—refldent C ompaiyl. 
Type of Capital Gain Total Tax 
Short-term Capital Gains 
On Sale of all capital assets 
within one year of purchase 6 5 % 
Long-term Capital Gains 
(a) Land and building 40 % 
(b) others v 30 % ’ 

(c) on bonus shares received 12.5% 

T ota/ T ax Byrdm 
The rates of company taxation considered in the last paragraph apply mainly tova 
foreign non-resident company receiving royalties, fees and interest from an 
Indian concern or carrying on business in India through a branch. The position 
is somewhat different if the non-resident company earns income in India through 
equity participation in an Indian company by holding majority or minority 
shareholding therein. Since the tax paid by the Indian company must be taken into 
account for determining the aggregate burden of tax on the nonaresident investor,

, 

figfirés are given below showing the net return to the shareholding non-resident 
company on the assumption that the entire capital is held by the non—resident in? 
vestor and that the total net profits are distributed (which ultimately must be 
the case) as dividends. It would be relevant to point out at this stage that in 
addition to tax on profits, an Indian company in which the public are substantially 
interested is liable to a tax of 7%- % on all dividends distributed and a tax of 12% % 
On all bonus shares issued (capitalisation issues). These additional imposts are _, ‘ 

levied by reducing the rebate of super—tax available to an Indian company and are 
justified in the context of a developing economy wherein the retention and plough— 
ing back of profits is preferable to distribution and dissipation. 

IZ 
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(A) Net return to a foreign company operating thrdugh an Indian 
company in which the public is substantially interested 

(income over Rs.25.ooo) 

Basic / Priority Others~~
~ ~ ~~~ 

Industries 
Taxable Profit 

’ 

I 00.00 I 00.00 
Company’s Tax 45 .00 50.00 

. 

‘ 

5 5.00 50.00 
Dividend Tax 3;84 3.49 

Distributable Profits (Dividend) 5 1.1 6 46.5 I 

Shareholder’s Tax ' 

:2 25 % 12.79 I 1.6 3 

Net return to shareholding company 58. 3 7 34.88 

V 

(B) Net return to a foreign company operating through an Indian 
' company in which the public is Notsubstantially interested~~ _ 
Taxable Profit 100.00 ‘ 100.00 
Company’s Tax 

V 

54.00 
' 

' 60.00 
- Distributable Profits (Dividend) 46.00 

V 

40.00 
Shareholder’s Tax 52 i5 % I 

6.90 :2 .25 % 10.00~ 
Net return to shareholding company 39.10 ‘ 50.00~~ ~~ 

' (c) Net réturn to a foreign company 
operating through a branch in India is 35 % 

Tax Rebate:, C anaemia”: and Imentz've: _ 

The total tax payable by a ‘company as shown in the preceding paragraph is
' 

determined with reference to its (i) total income and (ii) the rate of tax applicable. ' 

However, several tax concessions are provided with the result that either the total 
, income is reduced or the grate of tax is decreased, or both. Consequently the effec- 
tive rate of taxation, particularly on new industrial units, is lower than the general' 
rate prescribed, specially in the initial period of an undertaking. Some of the im— 
portant tax concessions are: f 

(a) T ax holiday for new Indmtrial Undertaking; 
New industrial undertakings are exempt from tax oh total income upto 6 % of the 1 

capital employed in the undertaking. The exemption is available forthe accouriting
' 

year in which production commences and for the 4 succeeding years if

13
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(i) the undertaking is not formed by the splitting up or the reconstruction of 
business already in existence or by the transfer to a new business of buildings, 
machinery or plant (except building, machinery. or plant not exceeding 20 % 
of the total value) previously 'used for any purpose; and 

‘ 

(ii) it employs IO or more workers in a manufacturing process carried on with 
the aid of power or 20 or more workers in a manufacturing process carried

' 

on without the aid of power. The concession is also available, subject to 
certain conditions, to hotels started after Ist April, 1961. 

( 17 ) Dividend: of 2621/ Igdmz‘rial Undertaking: 
Dividends paid by al'new industrial undertaking out of profits which have been 
exempted under the above provision are also exempt from tax in the hands of the 
shareholders. 

(c) Depreciation allowanm‘ 
In addition to normal depreciatioh allowance on fixed assets at stipulated rates, 
an extra shift allowance on machinery and plant is given for multiple shift working. 
An initial allowance in respect of new buildings built for the benefit of low paid 
employees is also granted. 

(d) Development Rebate 
Under the Indian Income-tax Act, development rebate is allowed on new plant 
and machinery in addition to any depreciation allowance granted for the same 
asset. The development rebate is allowed at 20 percent of the cost (40 % in the case 
of a new ship) and can be claimed either in the year of acquisition and installation 
or‘installation Within one year of acquisition. The total amount deductible over 
the life of depreciable‘ machinery and plant which qualifies for development rebate 
is 120 percent (in the case of 2i ship 140 percent) of its cost. The rebate is given 
subject to fulfilment of certain conditions, the important ones being: 
(i) the plant and machinery must be new; in the case of imported plant, develop- 

ment rebate will be allowed on second-hand items also, subject to certain 
restrictions ; ‘ 

(ii) 7 5 % of the rebate must be credited to a special reservé account which shall 
not be used for eight years for distribution as profits or for remittance abroad 
either as profits or for the creation of any asset outside India; 

(iii) 'the plant and machinery on which rebate has been given shall not be sold or 
otherwise transferred for a period of eight years; 

If full effect cannot be given to the development rebate, the balance may be 
carried forward for eight subsequent years for being set-off against other income
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(e) Expenditure on Scientific Rexearrb _ 

Revenue expenditure on scientific research which may lead to or facilitate an 
extension of the business on research of a medical nature which has a special 
relation to the welfare of workers employed in the business is allowed in the year 
in which it is incurred. Capital expenditure is allowed to be deducted at the rate 
of 20 % in each of the five consecutive accounting years. 

(f) Set-of and carry forward of Zone: 
Business loss can be set—off against income under any other head in the same 
accounting year but if it cannot be wholly set-off in that year, it can be carried 
forward to the next year and can be set-off against income from business, and so 
on for eight succeeding years after which the unabsorbed loss will lapse. - 

(g) Tax rebate on incomefrom export: A rebate calculated at one tenth of the average rate of tax is allowed on income 
derived from the export of goods or merchandise out pf India. The rebate is 
admissible to Indian companies or companies which have made the' prescribed 
arrangements for declaration and payment of dividends in India. A 

5?, Yb) T ax rebate on Incomefrom Bank or Priority Indmlriex 
Lower rates of tax are charged on income from basic or priority industries, details 
of which have been given earlier in this article, by giving a rebate of 10 percent on 
tax-rate.

' 

(2') Tax C omeuzbm to foreign permit/131
_ 

The Government of India recognising that foreign capital must bring with it 

foreign technical and administrative personnel have provided tax concessions for 
individuals who are not citizens of India.

V 

A foreign technician having specialised knowledge in constructional or manu- 
facturing operations or in mining or in generation _or distribution of electricity 
or any form of power who is employed by an Indian company in which such 
specialised knowledge is actually used is entitled to tax—free remuneration for a 
period of 565 days from the date of his arrival in India. If the technician’s contract 
of service is approved by the Government of India, the exemption is available for 
a lénger period of 36 months and if he continues to remain in employment in 
India after the expiry of the said period of 36 months, the employer may pay the 
tax on remuneratidn for a period not exceeding 24 months and such 'tax shall not 
be treated as the income of the technician. ' 

In the case of a technician having specialised knowledge in industrial and 
business management techniques, the remuneration is exempt for a period of six

I5
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months from the date of arrival in India provided the contract of service is 

approved by the Government.
' 

' The remuneration received by a foreign employee of a foreign enterprise which 
is not engéged in carrying on any business in India is exempt from tax provided 
the individual’s stay in India does not exceed in aggregate a period of 90 days in 
any year and the remuneration is not liable to be deducted from income of the 
employer, if any, taxable in India. 

' ' 

A foreign employee working in India is entitled to tax—free passsage moneys or 
free or concessional passages for himself, Wife or children in connection with 
his proceeding on home leave out of India provided that such passages are in— 
cluded in the terms of the service and fulfil prescribed conditions. 
'Tax exemption similar to that granted to industrial technicians is granted to 

foreign professors and teachers coming to India on approved programmes. 
A resident foreigner is entitled to a rebate of tax at average rate on an amount 

not exceeding Rs.2,ooo or 25% (Rs.4,ooo or 25 % in the case of more than one 
child) of his total income provided he has expended such sum during the previous 
year out of his taxable income on the full time education of his child dependent 
on him and not more than twenty-one years of age at an educational institution 
situated outside India. 

(2') Double Taxation Relief 
There are reciprocal arrangements ‘for relief from double taxation and also agree- 
ments for avoidance of double t'taxation. Such agreements have been signed, for 
instance, with Pakistan, Ceylon, Sweden, Norway, Denmark, Federal Republic of 
Germany, Japan and Finland. Agreements with Sweden, Denmark, Norway and 
Finland and to some extent agreements with West Germany are based on the me- 
thod of exclusion i.e. the income from sources allocated to one country is not 
taxed in the other country. The agreement with Japan, the proposed agreement 
with the USA. and to some extent the agreement with West Germany are based 
on the method of tax credit. Generally the agreements not only demarcate the 20- 
nes of taxation between India and foreign countries concerned according to the 
nature and source of income but also ensure that the benefit of tax incentives is 

retained by the foreign investor as far as possible, say, by haying a tax sparing 
clause. In the case of countries with which India has no agreement for relief or 
avoidance of double taxation, the Indian Income-tax Act grants unilateral relief 
to residents in India. Such relief is admissible on the doubly taxed inéorne ac- 
cruing or arising outside India but is limited to the lower of the two taxes and 
is not granted on income which is deemed to accrue or arise in India. Recently 
agreements have been negotiated with France and U.A.R. also and these await 
ratification.
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‘ 
Surmx on Company Peofitx - 

Mention may be made of a surtax on company profits which has been recently 
super imposed on income-tax and super-tax. Briefly, if profits after payment of 
income-tax and super-tax exceed IO percent of the capital base, that is, paid-up 
share capital plus reserves, debentures and other long—term borrowings, or Rs.2 
lakhs, Whichever is greater then such an excess will be taxed at the rate of 32 
percent for basic or priority industries and at 40 percent for. others. 

Com/axiom 
To conclude, the cumulative effect of the various taxes outlined above may seem 
to present a formidable bill of fare but it must be stated that earnest attempts are 
being made by the Government of India to lighten the burden on the foreign 
investor as far as possible having regard to the general economic policy and the 
need for resources in a developing economy. In spite of difficulties and headaches 
inherent in investmefit anywhere abroad, the major factors in favour of invest- 
ment in India are the country’s stupendous and growing market and the fair 
prospects of profitability coupled with stability and security. The numerous tax 
incentives and other benefits granted to foreign individuals and corporations so 
outweigh the inevitable hurdles and hardships that we can confidently end on a 
note of optimism so typically voiCed by the American investor in his characteristic 
remarks quoted at the beginning of this article. 

' 

Erubienen: PROF. DR. OTTMAR BUHLER 
P R I N Z I P I E N

_ DES INTERNATIONALEN STEUERRECHTS 
‘ 290 Seiten Gang Leinen DM 50.—

‘ 

Die Entwicklung der Wirtschaft in den letzten jahren hat mehr und mehr zur Entstehung von 
immet umfangreicheren Unternehmenszusammenschlfissen gefiihrt. Gleichzeitig haben auch 
die internationalen Verflechtungen der grosscn Gesellschaften in allen fiinf Weltteilen stark 
zugenommen und sind noch immer im Wachsen begriffen. Diese zunehmenden Verflechtungen 
hattcn ihre steuerlichen Konsequenzen auf dem Gebiete des internationalen Steuerrechts. 
Ausserdpm gab cs in zunehmendem Masse internationale Festsetzungen fiber die steuerlichc 
Behandlung der Entwicklungshilfc. 
Alle diese Entwicklungen licssen schon seit langem die Frage angezeigt erscheinen, ob es nicht 
lfingst an der Zeit Wire, diese und viele andere Fragen des IStR auf ein System zu bringcn und 
seine Prinzipien aufzuzeigcn. 
Dicser Versuch Wird hier von einem bewéihrten Vertreter des Steuetrechts untemommen und 
nach Io-j'alhrigcr Arbeit der Offentlichkeit vorgeleg’c. Die komprimierte Form der Darétellung 
die den umfangrcichen Stoff auf 260 Seiten zu meistem versucht, wird von den sch: vielcn 
Interessenten an dieser im internationalcn Wirtschaftsleben hochwertig gewordenen Materic 
als grosse Erleichterung zum Eindtingen in die schwierige Problematik empfunden werden. 
Amliefierung dumb day Internationale; Steuerdokumentatiombfim ffir die Bundexrepublik Dmm‘b/and 

. dun]: C .H. Beck’nbe Ver/anIIt/Jbandlung, Mfintben and Berlin
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MUIDERPOORT -' 124 SARPHATISTRAAT - AMSTERDAM 

European Taxation 
'Published in English, European Taxation is a monthly review designed for the business 
man, lawyer and accountant who needs practical information relating to tax systems and 
problems in Europe. Typical articles published in recent issues of European Taxalion, ’ 

include: 

English Overseas Trading Corporations 
Alternative Means of Financing a Swiss Corporation 
Tax Treatment of Italian Dividends received by Foreign Shareholders 
Depreciation Allowanée for a foreign permanent establishment in the 
Netherlands ' 

Certain topics are published as comparative analyses of all European countries. 
These include: 

Computation of Taxable Profits, Tax Procedure, Taxation of Mergers, etc. 

There are also a number of special inssues; including: 

Survey of Taxation in Ireland—available as éingle issue at Dfl. 20. 
Taxation of Intercotporate Dividends Received in Europe—available 
as single issue at DH. 20. 
Survey of Taxation in Belgium—available as single issue at DH. 25. 

The Tax New: Service, inaugurated'in January 1965, is a fortnightly, airmail service of 
recent tax developments as reported by the Bureau’s correspondents throughout the world. 
This new service will be included in the normal subscription price to European T axalian. 
The Supplementaol Servite to European Taxation is a loose-leaf service containing basic 
refefence material in five sections: 

SectionA CORPORATE TAX RATES 
Section B INDIVIDUEL TAX RATES 
SectionC « TAX TREATIES

‘ 

Section D ABSTRACTS FROM OFFICIAL IjOCUMENTS 
SectionE A WORLD-WIDE BIBLIOGRAPHY WITH ANNOTATIONS IN ENGLISH

l 

‘ Monthly issues contain material for all sections, and green master pages that give the date 
of publications and current validity of all material contained in the service. 

Price: Basic volume in two binders, Europe DH. 75, Non-Europe US $ 22.50 
1965 Subscription (including

_ 

two binders): Europe DH. 12 5, Non-Europe US $ 37.50 
Sample copies of European Taxation and information on other publications are available 
on request. 

'18



II 

WORLD TAX REVIEW 

ALGERIA 
TAX NEWS 

Impo‘t C omp/émefltaz're 510' [e Raven” 
Jusque 1'21, l’im‘pét sur les revenus n’était 
pas retenu. Les salariés faisaient chaque‘ 
année‘, une déclaratio'n d’imp‘éts et le 
percepteur envoyait en retour un extrait 
de 16165 165 obligeant é. payer u'ne somrne 
globale, génétalement importante pour? 
les familles ay‘ant un revenu m'oyen. 
La Loi de- Finances I964 (Arrété du 24 

Aofit 1964) a modifié tout cela, aussi bien 
7 

1'6 mode de perceptiofiide cet impét que le 
montant qui- touche mainte‘nant surtout 
l‘es hauts salaires. 

Désormais, les reténues faites chaque 
mois par l’employeur sont immédiatement 
versées au Service des Impéts Directs. 
Tous les salaires inférieurs '21 250 Dinars 

par mois ne sont pas tOuchés' par cette 
mesure at me paient pas d’impét. 

Les r'etenues sur les salaires ont m1 effet 
rétroactif '21 partir du premier mai 1964. 
Ce qui signifie qu’i partir de fin septembre‘ 
1964, les sommes prélevées au titre d'cs 

impéts 1964' seront doubles dc celles' qui 
figurent sur le tableau c'i-dessous rapporté, 
ct ce j’fisqu’é fin décembr‘e.l) 

Plus cxactement‘ le retard des mois de 
mai, juin, juil‘let ct aofit 1964 sera récupéré 
au cours des quatre fin de mois et ce 
jusqu’en décembre 1964. 

En’ fin d’année, s’il a’pparait que les‘ 
sommes r‘etenues 2‘1 121‘ source '21 chaque fin 

de mois, sont supérieuresv £1 celles réelle- 
ment dues, le contribuable peut fairs une 
réclamation 2‘1 son percepteur et obtenir la 
restitution des sommés pergues en trop. 
Dans 16 C215 contraire, i1 doit compléter cc 
qu’il doit. ' 

Reported by: Maitre Max Hubert Brochier, Algiers 

Summary 

Up to new :a/ariex have not been .mbjm‘ to a 
witbbolding lax. T be emplyew file' a return 
eat]; year and are thereon auemea'. B} virtue 
of the 101' de Finame: of 1964 (Decree of 
August 24, 1964) Mix provixion 2': changed. 
T be gmplqyer i: obliged to wit/Mold the tax 

eat/2 montb from bi: emplyew and remit it to 
tbe tax revenue autboritz'ex. Salariex lower Iban 
2 )0 Dimn per monlb will not be afletied by 
t/Ji: new prowlriofl. 7721': provider; will he 
retroactive a of May _I, 19 64. From the end 
of September 19 64 the emplqyer be: to with- 
bold the double tax amount: ax'x'z‘zpu/ated in 
tbe lax tab/e: helawl) up to and int/udir'lg Ike 
and of December 1964 in order to tbarge‘for 
the wont/J: May to September 19 64. 

If at Me and of the year the taxpayer pal}? 
more tax #147: due be will gét a refund. 
Converxebl‘ the tax wit/953151 2': lower than 
due at the end of tbe year the taxpayer 7}!!!” 
pay! t/Je addilio’na/ tax.

/ 

1) Le tableau n’Est pas reprbduit ici. Pour l’obtcnir, on est prié de s’adresser au éomifé de rédaction du 
Bu’ll'ctin. 

For the table of rates please contact the Editor of the Bulletin; 

I‘9
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AUSTRALIA 
TAX NEWS 

EXEMPT INCOME 

T be operation of Section 23 (q) of tbe 
Income T ax Aueument Art in relation to the 
impoxz'z‘z'on of US. State; taxex on imam: 
earned in the U .5 . um: mmz'dered by the Board 
of Review. 
A professor at an Australian university 

was invited to lecture at various American 
universities. Fees paid for these services 
were exempt from United States Federal 
income tax, by the operation of Article 
XIII of the United States-Australia Double 
Tax Convention, as he was a resident of 
Australia. 

011 fees amounting to $7,600 received 
from the Columbia University, New York, 
$96 New York State income tax was 
charged. Similarly, $3,500 received from 
the University of Colorado was subject to 
$36 Colorado State income tax, and 
$16,500 from Harvard University was 
subject to $304 Massachusetts State 
income tax. 

Section 23 of the Income Tax 
Assessment Act provides that exempt 
income shall include income derived by a 
resident from sources out of Australia 
where that income is not exempt from 
income tax in the country where it is 

derived. 
Taxpayer was in fact a resident, and the 

Commissioner conceded that the fees paid 
to him arose from sources outside 
Australia, and that the taxes paid to the 
three States in the U.S.A. were “income 
taxes”. The Commissioner contended 
however that the words “income tax in 
the country Where [the income] is derived” 
refer to tax levied by a Federal or national 
Government and not to income tax levied 

20 

by the Government of a constituent State. 
“The country” should be limited to one 
of equivalent international status, thus 
excluding States or Provinces of a Federa— 
tion' or Union. It was further suggested 
that it would be more just to the revenue 
to require that Section 2 3 should not 
apply if the income was exempt from “an” 
income tax, Viz. in this case, US. Federal 
Income Tax. 

For the taxpayer it was submitted that 
his earnings were not exempt from tax in 
the country in which they were derived, 
because the fees were taxed in the U.S., 
even though the tax was levied by a State. 
Further, it was argued 'that “country” 
should be regarded as any law area, hat 
each of the American States was a country 
for the purposes of Section 25 
The Board said: “We think it is clear 

not only on the terms of the specific 
provisions, but also from the history of 
the legislation that both Section 2 3 (q) and 
Section 45 are directed at the avoidance of 
double taxation: Section 2 3 by exemp- 
ting from Australian tax foreign source 
income [other than dividends, Section 44 
(IA)] Where that income is ‘not exempt 
from income tax in the country where it is 
derived’ and Section 45 by the grant: of a 
credit against Australian tax of foreign tax 
on dividend income from a company 
Which is a ‘resident of a country outside 
Australia’ for which an Australian resident 
is ‘personally liable under the law of that 
country’. The words last quoted from 
Section 45 support, we think, the sound- ' 

ness of the View that the words in Section 
2 3 ‘income tax in the country’ of source 
of foreign income should be understood 
as embracing income tax levied by any'
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government of ‘the country Where it 

[the income] is deriv'ed’. For it would be 
strange in the light of their evident pur— 
pose and history if Section 23 (q) were to 
be 1 given a narrower application than 
Section 45 which, as WC have already said, 
would, in Our opinion, clearly be épplic- 
able to allow credit for foreign dividend 
taxes Whether liability therefore arose under 
the law of a Federal or State government, 
or both. The terms of the proviso to Sec— 
tion 23 where it speaks of ‘a liability 
for payment of income tax in the country’ 
where the‘incomeis derived, also points 
to the View we take. In truth the touch- 
stone for the application of Section 2 3 
is simply liability for income tax in the 
foreign country of source of the income. 
“No doubt the instrument—exemption 

of foreign taxed income from Australian 
tax—which Section 2 3 uses to achieve 
its purpose, is! blunt as compared with the 
precision instrument of a credit against 
Australian tax for foreign tax such as has 
obtained since 1947 in respect of foreign 
dividend income falling within the terms

\ 

of Section 45. But the tagk of refining the 
instrument is one for the legislature. In- 
the View we take, that the purpose of 
Section 23 is the elimination of double 
taxation; we think that neither in the 
terms of Section 23 itself or of allied 
provisions, nor in the legislative history of. 
those provisions is there any justifiéation 
for .excluding from the operation of 
Section 2 3 (q) foreigh source income which 
is subject to tax levied by a foreign State 
in which the income is derived and which 
is a member of a Union or Federation of 
States which, by application of an inter— 
national agreement with 

7 
Australia, 

exempts that income from any national 
income .tax which otherwise would be 
levied thereon by such Union or Feder—. 
ation”. 

It was decidéd, therefore, that taxpayer’s 
U.S. income should be exempt from Aus— 
tralian tax»by the operation of Section 
23 (CD4 ' 

Reported in II C.T.B.R. (N.S.) Gas 
49, I4 T.B.R.D. Case No. P7. 
Source: Tbe Amtralian Accountant 

AUSTRIA 
BIBLIOGRAPHY 

BeJteuerung in Wexteuropa, qormationen zu aktuellen Fragen der Sozigl— und Wirtschafts- 
politik, Nr. 7, Institut fiir angewandte Sozial- und Wirtschaftsforschung, Wien, 
Rénngasse 12, Mfirz 1964, pp. 26. 

_ 

This is a concise survey on taxation in West European countries. This book discusses 
the comparison of tax burdens in these countries along with the relevant tax burden. 

BRAZIL
' 

A recent can Itate: tbat according to the Income 
Tax Regulation}; the Withholding tax on 
dividends must occur when the accounts 

TAX NEWS 
of the corporatioh have been approved by

t 

the General Meeting. Therefore, when an 
account is set up on the balance sheets, 

2!,
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Withholding tax and the additional tax on 
it must be paid on the amount set aside 
on the balance sheet as “Dividends to be 
paid”, notwithstanding thefact that the 
dividends were not distributed. 

even though attributable 'to priof years, 
the income tax must be paid whether or 
not the dividends were actually paid. This' 
case came about in a territorial court in- 
Sao Paulo when a corporation contested 
the decision of the tax authorities that the 

CEYLON 
BIBLIOGRAPHY 

A digext and index of Ceylon Tax CaJeJ', reported in the Ceylon Tax Cases Vol. I and II 
(See 1964. p. 115), The Department of Inland Revenue, Ceylon, Sabapathipillai, S, 
Government Press, Ceylon, Colombo, 1964, pp. 195, Rs.15.—.

I 

This book is a digest and index of the reported Ceylon tax cases from Vol. I and II 
re income tax, profits tax, excess profits tax, estate duty and stamp duty, published 
respectively in 1961, 1962. Apart from the usual index i.e. under the names of parties 
involved in the Ceylon tax cases, it also contains a useful index arranged according to 
the sections of the Income Tax Ordinance, Stamp Ordinance, Estate Duty Ordinance 
and to the subject matter i.e. building contractor, profits etc., Where appropriate, a 
concise summary is set forth referring to cases in the two volumes published in 1961 and 
1 962. 

CHILE 
TAX NEWS 

The Internal Revenue Service of Cori- 
cepci 611 has announced that manufacturing 
industries increasing their volunie of 
production by 10% in a fiscal year will be 

.22. 

entitled to a reduction income tax pairable 
under the “first category”. These con- 
cessions may only be obtained until 1930. 

Source: Bank of London and Sofith America Ltd., 
Fortnigblbl Review, vol. 29
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COMMON MARKET 

DOCUMENTS 

LES IMPOTS INDIREECTS DANS LE MARCHE COMMUN - 

Une conférence de M. Dequael) 

LA REFORME DES IMPOTS INDIRECTS 
DANS LE CADRE 

DE LA COMMUNAUTE ECONOMIQUE EUROPEENNE 

Le: impif: indirect: ét [e traite’ de Rome , 

Dés l’entrée en vigueur du traité dc Rome, la Commission de la Communauté Economi- 
que Européenne s’est penchée sur les conséquences pour le Marché commun de l’actuelle 
diversité des structures et des charges fiscales dans les six pays. De l’avis de la Commis—- 
sion, il est nécessaire de réaliser dans 16 domains fiscal des réformes permettant entre les , 

Etats—membres 1a libre circulation des marchdndises, des services, des capitaux et des 
personhes, ct garantissant que la librc concurrence ne soit pas faussée par des mesures 
d’ordre’fisca-l qui. nuiraient '21 1a meilleuré répartition du travail qui constitue un des 
objectifs essentiels du traité. '

’ 

S’appuyant sur les ’travaux effectués en commun avec les administrations nationales 
ct -sur l’avis exprimé par le cornité fiscal et financier (Comité Neumark), la Commission 
a estimé devoir dormer un ordre de priorité aux problémes qui se rapporteur aux impéts 
indirects. La raison de cette priorité est évidente: l’influence des impéts indirects sur les _ 

produits est immédiate et les échanges intercommunautaires en sont donc directement 
affectés. _ 

' 

' En ce qui concerne tout d’abord les impéts indirects autres que la~taxe sut 1e Chifl're 
d’affaires, la Commission pense qu’urie harmonisation progressive des droits d’accise 
est indispensable mais elle n’envisage cette harmonisation qu’é une échéance assez 
lointaine et se contente d’éliminer £1 bréve échéance les disporités de structure entre c'es 
impéts dans les six pays. En effet, i1 faut admettre que l’ha‘rmonisation des ~ces impéts 
présente dc nombreuses difiicultés. La part de ces impét's dangles recettes budgétaires 
est en efi'et trés variable suivant les pays: trés importante en Italic, elle l’est moins en 
Allemagne, en France et en Belgique et est encore inférieure aux Payé-Bas etau Luxem— 
bourg. De plus, alors que certains de ces impéts existent dans les six pays, d’autres 
sont propres '21 um ou deux Etats. Enfln, ils obéissent é. des pré'occupations écononfiques 
ou sociales Idifl'érentes suivant les pays. , 

Quant aux taxes sur le chifl're d’afi'aires, les travaux de la Communauté sont plus 
aVancés et je‘ me limiterai aujourd’hui ’21 vous parler dc la réforme de ces taxes au sein de 
la Communauté. 

1 Le 2 octobte 1964, M. Dequae, ministre des Finances, 21 donné une conférence particuliéremcnt in- 
téressante '31 l’Ecole supéricure des Sciences fiscales 2‘1 Bruxellcs au suiet de la’ réforme bclge p’i‘ojctée, des~ 
impéts indirects dans le cadre de la Communauté Economic Eutopéenne.
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La Commission estime que l’existpnce dans tous les Etats-membres, '21 l’cxception de 
la France, d’une taxe su'r 1e chiHre d’affaires '21 cascade, constitue pour la bonne marchc dd 
Marché commun un inconvénient important. Elle est arrivée A la conclusion que seule 
une harmonisation, prévue d’aifleurs par Particle 99 du traité, est susceptible d’apporter 
une solution définitive au probléme. Aprés des' études approfondies dont elle avait 
chargé le groupe de travail et le comité Neumark, 6116 a fait siennes les conclusions de ' 

ces études selon lesquelles lcs taxes '21 cascade ne peuvent non seulement pas servir de base 
it une harmonisation mais doivent disparaitre en vue d’un bon fonctionnement du 
Marché commun. .

I 

Dés lors, la Commission a soumis au Conseil de la Communauté £1 qui appartient en ‘ 

définitive la décision, un projet de directive en matiére d’harmonisation des taxes sur le 
chifl're d’aEaires qui prévoit ce qui suit:

I 

1) 163 Etats-membres dev'raient instaurer au plus tard 16 let janvier 1970 um systéme 
de taxe sur la Valefir ajoutée et 31 partir de cette date des mesures de compensation 
forfaitaires é l’importation ct 2‘1 l’exportation entre les Etats-membres ne‘ seraient plus 
admises; 

2) cc systéme de t.V.a. serait un impét général de consommation frappant en principe 
tous les biens et tous les services; 13. taxe serait calculée sur le prix du bien ou du service 
déduction faite du montant de la taxe_ayant grevé les divers éléments entrés dans la 
formation du prix; 1a taxe serait appliquée jusqu’au stade du commerce de détail inclus 
mais les Etats-membtes auraient la faculté de restreindre le champ d’application jusqu’au 
stadé du commerce de gros inclus; ‘ 

3) des propositions au sujet de la structure et des modalités d’application du systéme 
seront soumises au plus tard 16 let avril 1965 au Conseil; 

. 4) la Commission estime que 16 but final de l’harmonisation des taxes sur le chif'fre 
d’affaires doit consister dans la suppression des taxations ‘a l’importation et des détaxa— 
tions A l’exportation aux frontiéres internes de la Communauté et soumettra au Conseil, 
avant 1a fin de l’année 1968, des propositions adéquates tendant 2‘1 supprimer ces frontiéres 
fiscales; 

5) d’ici 1970 165 Etats-membres pourraient prendre des mesutcs pour faciliter l’adap- 
tation de leur systéme actuel au systéme commun de t.v.a. mais devraient soumettre en 
temps utile les mesures envisagées '21 1a Commission afin que celle-ci puisse examiner si 
ces mesutes n’altérent pas les conditions d’échanges entre les Etats-membres. 
Ce projet de directive a regu un avis favorable de 12. part du Comité économique et 

social et de la part du Parlement européen '21 Strasbourg. 
Avant d’examiner les problémes que pose pour la Belgique la réalisation de ce projet, 

je voudrais d’abord m’étendre quelque peu sur lés aspects économiques des impéts sur 
le chiffre d’affaires, ensuite nous verrons pourquoi la Commission a choisi la t.v.a. et 
nous examinerons les principaux problémes que pose pour la Belgique le régime proposé 
par 19. Commission et, enfin, nous vous exPoserons la nature des travaux entamés chez 
nous en rapport avec ces problémes et les premiéres conclusions qu’on ‘peut en titer. 

Amati émnamz'que: de l’impé‘l .mr le abiflre d ’aflaire: - 

I

' 

Les impéts sur le chiffre d’afl'aires ont, dansla plupart des pays, pris naissance lors de la
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premiere guerre mondiale ou immédiatement aprés, afin de procurer au Gouvernement 
de nouvelles ressources budgétaires que l’impét sur le revenu n’était plus 51 mé‘me de 
fournir. Il s’agissaif d’un impét dc consommation '21 cascade frappant les différents 
stades de la production et de la distribution, dont le rendement et la simplicité de per- 
ception avaient été retenus comme des qualités essentielles. On ’56 préoccupait trés peu 
des conséquences économiques néfastes qui d’ailleurs étaient jugées acceptables étant 
donné 1a modicité des taux. .

' 

Les conséquences sur le plan économique de la taxe '21 cascade sont suflisamment 
connues: elles encouragent 19. concentration verticals des entreprises, 1a détaxation 2‘1 

l’exportation est malaisée et '21 l’importation de produits étrangers il est diffitile d’établir 
des taux qui correspondent exactement £1121 charge fiscale frappant les produits indigénes 
simil'aires.

. 

Jugées acceptables au début, ces conséquences le furent dans notre pays beaucoup 
moins au fur et '21 mesure que les taux de la taxe dc transmission futentmajorés et que ses 
effets devenaient de plus en plus sensibles. 

L’administration qui avait congu le systéme, était d’ailleurs la premiére '21 faire remar— 
quer que si ce systéme se combinait avec des taux élevés, i1 devenait intolérable. Ainsi, 
lorsqu’en 1926 16 taux initial de la taxe, soit 1%, fut porté :11 2%, elle fit remarquer dans 
un langage direct et imagé au ministre des Finances de l’époque: «La législation sur la 
taxe de transmission est un mécanisme d’horlogerie et vous allez marchet dessus avec 
de gros sabots». 
Afin de téaliser l’égalité de la marchandise devant l’impét et d’établir dans une certaine 

mesure l’égalité de concurrence entre les produjts belges et les produits étrangers, 
diverses mesures furent prises an El des années parmi lesquelles les plus importantes sont 

r les suivantes: 
— l’instaura'tion de nombreux régimes de taxes forfaitaires que nous connaissons dans 

le régime actgel; 
- l’octroi aux eprtateurs d’autorisations leur permettant d’achetet en exémption de 

l’impét les matiéres entrant dans la fabrication des produits exportés; 
- l’établissement sur les produits importés de taxes compensatoires qui étaient censées 

cortespondre 2‘1 la charge fiscale que les produits similaires belges avaient supportée au 
stade antérieur lors de leur fabrication en Belgique. ' 

Ces palliatifs, on peut bien le dire, sont actuellement insuffisants. En cffet, les taxes 
forfaitaites ne couvrent pas toutes les transactions dont une marchandisé est l’objet 
depuis sa production jusqu’é sa consommation puisqu’il ne se rapporte qu’é. un cycle 
de transmission et qu’une fois ce cycle patcouru, 16 sort fiséal des transmissions ultérieures 
de la marchandise est réglé d’aprés la nature dc celle—ci dans l’état 01‘1 elle se trouve '21 cé 

moment. D’autte part, l’exemption accordée aux exportateurs ne se rapporte qu’aux 
achats dé matiéres efl'ectuées par ces demicrs; elle laisse donc subsister une charge 
fiscale résiduaire dans les produits exportés qui s’éléve actucllement 2‘: plusieurs 

liards. Enfin, les taux dés taxes compensatoires établies pour les produits importés 
ne peuvent étre que des taux moyens ct i1 en résulte qu’il n’est pas possibile d’assurer 
pour toutes les entreprises 1a neutralité absolue nécessaire é l’existence d’une saine 
concurrence.
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Le remplacement du régime de la taxe de transmission par un autre systéme d’impét 

sur le chiffre d’affaires est donc néces's‘aire. Le régirne proposé par 12. Commission remédie— 
t-il aux inconvénients? La réponse est en principe affirmative. Un tel systéme est neutre 
du point de vue économique puisque la charge fiscale qui gréve les produits nc différe 
pas selon le nombre de stades que parcourt la marchandise et, en ce qui concerne le 
commerce international, la détaxation complete des marchandises exportées est assurée 
tandis qu’é l’importation, les produits importés sont grevés d’une charge fishale égale 2‘: 

cells des produits indigénes. 

Paurquoz' [a mmmz'mz'on de [a C a-t—el/e tboixz' la T. V.A.? 
Cependant, on peut se demands: si les impératifs d’ordre économique dont nous avons 
parlé plus haut ne peuvent pas étre respectés sans réformer de fond en comble lc régime 
de la taxe de transmission on, tout au moins, en instantant un autre régime d’impét sur 
le chiflre d’affaires qui me présentc pas les inconvénients de la t.v.a. dont nous parlerons 
plus loin. 
On peut tout d’abord songer £1 apporter au régime cumulatif actual certaines modifi- 

cations qui feraient disparaitre les inconvénients signalés ci-dessus. Ainsi, on pourrait 
généraliéer la taxe forfaitaire actuelle ct réduire parun accord des Etats—membres de la 
Communauté les inconvénients résultant des compensations aux frontiéres que suscite le 
systéme cumulatif. \ 

J’ai déjé dit que les taxes forfaitaires du type actuel n’excluent pas l’eflet cumulatif. 
Une fois parcouru Ie cycle dc transmission couvert par la taxe forfaitaire, une nouvelle 
taxe est due £1 laquelle peuvent échapper les entreprises intégrées. De plus, i1 n’est pas 
possible He soumettre toutes les marchandises '21 une taxe forfaitaire ct ceci est particu- 
liérement vrai pour les marchandises qui peuvent étre consommées comme telles et qui 
sont également sfisceptibles d’une utilisation industrielle. Comme le taux de la taxe 
forfaitaire devrait étre normalemcnt fixé :31 12% pour assurer au Trésor les mémes 
recettes, on gtéverait cette industrie d’une charge supplémentaire puisque, autrcfois, elle. 
pouvait acheter cette marchandise en ne payant que la taxe ordinaire de 6%. Remarquons 
d’ailleurs encore que lorsque la taxe forfaitaire s’applique '21 une marchandise susceptible 
d’une utilisation industrielle, i1 faut créer une réglementation spéciale pour chaque pro- 
duit en indiquant é. partir de quel degré de transformation industrielle les ventes de la- 
marchandise cessent d’étre couvertes par la taxe forfaitaire. 

‘ 

Quant :21 1a possibilité de calculer un accord entre les Etats-membres de la Commu- 
nauté au sujet dcs détaxati'ons pour les marchandises exportées et des impositions com- 
pen‘satoires pour les marchandises importées, l’expérience vécue durant ces derniéres 
années, démontre qu’il ne faut pas ttop y compter.- 
Le traité de Rome prévoit dans son article 971a possibilité pour les Etats—membres qui 

pergoivent Ia taxe £1 cascade de fixer, pour les impositions des produits importés et pour les 
ristournes aux produits exportés, des taux moyens par produit ou groupe de produits. 
Ainsi libellées, ces dispositions ne posent pas suffisamment de limites :21 la recherche de la, 
charge interne s'upportée pa; les produits indigénes et n’excluent pas, de fagon suffisam- 
ment précise, des manupulations des taux au—dessous du plafond fixé par le‘ traité. Dans 
la pratique des abus se sont manifestés et les taux, difficilement contrélables, peuvent
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facilernent cachet des primes £1 l’exportation et une protection‘é l’importation susceptible 
dc fausser la concurrence.

‘ 

Face 2‘1 cette situation 1a Commission a essayé tout d’abord d’y remédier dans la 
mesure du possible par l’accord de 1960 des Etats-membres qui consiste it me plus 
modifier les taux des taxss compensatoires et des ristournes, sauf pour des raisons de 
technique fiscale. L’expérience a montré que la notion de technique fiscale était trés 
djversement interprétée et, dans la pratique, cet accord n’a pas en de résultat. L’intan- 
gibilité des taux qui devait étre admisc 2‘1 une date déterminée, n’a pas été acceptée parce 
que les Etats-membres n’ont pas voulu perdre totalement 1a possibilité de reviser dans 
les limites prévues par le traité les taux existants. 
En outre, Ia Commission a engagé parallélcment une autre action en essayant d’établir 

pour les mesures de compensation at de ristoume déterminées d’aprés un taux rnoyen, 
une méthode commune de calculs. Dans ce domaine également aucun accord n’a pu étre 
réalisé jusqu’é. présent. En efl‘et, si cette méthode a regu un avis favorable de 12. part des 
techniciens, certains EtatsLmembres ont contesté le principe mérne d’une telle méthode de 
calculs qui limiterait les poséibilités accordées expressément par les dispositions du traité. 
On peut donc admettre que pour des raisons de nature aussi bien nationale qu’inter- 

nationale, les distorsions dc nature économique découlant d’un régirne dc taxe '21 cascade 
ne peuvent étre éliminées que par l’instauration d’un régime de taxe unique c’est-é—dire 
un régime dans lequel les entreprises intégrées ne sont pas injustement favotisées et 
dans lequel l’irnposition '21 l’importation et la détaxation 2‘1 l’exportation peuvent étre 
exactement calculées puisque, dans un tel régimé, 1a charge fiscale est la méme quel que 
soit le nombre de transmissions Hont les marchandises font l’objet durant leur production 
et leur distribution. I 

Pourquoi, parmi les systémes de taxe unique 12. Commission de la C.E.E. a—t-elle 
choisi 1a t.v.a.? 

’
‘ 

Les experts nationaux qui, durant de longues années, ont étudi_é en commun avec 
les services de la commission le probléme de l’harmonisation dc l’impét sur le 'chiffre 
d’affaires, sont arrivés '21 la conclusion que, raisonnablement, trois systémes sont sus- 
ceptibles d’étre retenus: une taxe unique générale pergue au stade‘ antérieur é celui du 
détail, une taxe unique générale pergue au stade la production et une taxe unique sur la 
valeur ajoutée. 
La Commission 21 cm devoir choisir la t.v.a. parce que ce re’gime ne défavorise pas 

comme les autres régimes le progrés technique étant donné qu’elle permet d’abord‘un 
taux assez élevé puisque le paiement de la taxe est réparti tout 16 long du circuit de la 
production et de la distribution‘et que, dés lors, il est possible d’éviter 1e cumul de taxes 
pour les biens d’investissement qui, .dans les autres régimes, sont taxés doublement, soit 
une premiére fois lors de l’achat par l’industrie et une seconde fois lors de la vente du 
produit fabriqué dont 1e cofit des biens d’investtissement constitue un élément du prix. 
En outre, un systéme de t.v.a. permettrait plus facilement que les autres 16 but final 
de l’harmonisation qui, d’aprés 19. Commission, d'oit réaliser 1a Suppression des mesures 
dc compensation forfaitaires ’21 l’importation et 51 l’exportation pour les échanges entre 
les Etats—membres. Dans les autres régimes .ce but me pourrait étre atteint qu’au prix de 
trés grbsses difficultés administratives.
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La Belgique et la T. V.A. 
Quand on examine les arguments avancés par la Commission i1 faut admettre que dans 
sa conception la solution qu’elle propose est logique et qu’elle réalise le mieux les buts 
qu’elle vcut: atteindre. 

Mais la Commission qui veut réaliser entre les six un marché commun aussi parfait que 
possible, s’est évidemment uniquement placée sur un point de vue écon omique. Certaines 
considérations d’ordre économique out, :3. ses ycux, été détermjnantes pour faire son 
choix. Or, 12. réforme qu’elle propose constitue un bouleversement complet qui risque 
d’avoir sur la structure économique du pays ct méme sur 16 plan social, des conséquences 
importantes auxquelles Ies gouvernements nationaux ne peuvent pas tester indifférents. 
Comme toute réforme fiscale, 1e remplacement de la taxe de transmission par un 

autre systéme d’impét sur le chiffre d’afl'aires aura des répercussions profondes dans de 
nombreux domaines. Ainsi, il en résultera une modification de la structure des prix puis- 
qu’un des buts poursuivis est précisémcnt d’égaliser 1a charge fiscale pour toutes les 
marchandises sans que celle-ci soit influéncée par le processus de production et de 
distribution plus 011 moins long dont ces marchandises font l’objet; i1 faut donc craindre 
que si la réforrne n’est pas réalise’e avec un certain discernement et surtout durant une 
période de conjoncture stable, une hausse du niveau général des prix peut en résulter. 
Une hausse desprix est d’ailleurs inévitable si 16 régime réalise la compléte détaxation des 
produits exportés pujsqu’il faudra, afin de réaliser au Trésor les mémes recettes, reporter 
sur la consommation intérieure l’imposition qui gréve encore les produits exportés clans 
le régime actucl. De plus, la législation sur les taxes assimilées au timbre, toute compliquée 
qu’elle soit, est entrée dans les moeurs et les entreprises et les administrations s’y sont 
adaptées depuis de longues années. Elles ont acquis l’habitude de l’appliquer. La connais— 
sance du régime, 1a jurisprudence de nos tribunaux et de l’administration, 1a doctrine se 
trouvant dans les ouvrages parus sur la matiére, constituent un acquis qu’on abandonne 
pas en un tournemain et qui doit faire réfle'chir certains novateurs qui, par souci dc 
perfectionnisme malencontreux, voudraient tout bouleverser. 

Mais, si n’importe queue réforme pose déjé de graves problémes, l’instauration de la 
t.v.a. en pose encore de plus grands. A cété d’un aspect séduisant qui a d’ailleurs conquis 
la Commission de la C.E.E., cc régime présente certains inconvénients particuliérement 
importants. 

Les obligations imposées aux assujettis sont, tout d’abord, bien plus hnom- 
breuses dans un régime de t.v.a. que dans n’importe quel autre régime d’irhpét sur le 
chiffre d’afl'aires. Ainsi, afin d’étre en mesure de prouver '21 l’égard dc l’administration 1e 
montant des taxes payées sur leurs achats qui peuvent venir en déduction de celles dont 
ils sont eux-mémes redevables, ils doivent nécessairement tenir une comptabilité 
réguliére. Cette obligation qui ne géne sans doute pas fort les entreprises d’une certaine 
importance, apparait comme particuliérement difficile '21 imposer quand on retient un 
autre aspect de la t.v.a. La plupart des experts belges et étrangers estiment que le champ 
d’application de la t.v.a. doit englober tous les stades de la production at de distribution, 
méme cclui du détail. La solution qui consisterait é arréter 1e champ d’application au 
dernier stade de la production on méme au stade du commerce de gros ne permet, en effet,
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pas de réaliser aisément la neutralité de l’impét étant donné quc la charge fiscale par 
rapport au prix de vente aux cOnsommateurs dépen‘drait dc l’importance variable des 
marges bénéficiaires exclues de la base imposable. Ceci veut dire que chaque fois‘que 1e 
circuit normal de la distribution (producteurs — grossistes - détaillants - consommateurs) 
n’est pas respecté, i1 faudrait, afin de réaliser l’égalité de la marchandise devant l’impét, 

' appliquer des correctifg '21 la base de perception, ce qui est évidememnt impensable. 
Si on remplace le régime de la taxe de transmission par celui de la t.v.a., lé nombre des 

assujettis sera donc trés considérablernent augmenté puisque le champ d’application de 
la taxe doit étre étendu au'cornrnerce de détail et 5 l’agriculture qui n’ont pratiquement V 

aucune obligation £1 remplir dans le régime actuel. Or, i1 s’agit précisément de personnes 
dont la plupart ne tiennent pas une comptabilité réguliére et qui ont été exclues du champ 
(fapplication de la taxe de transmission parce qu’on a estimé qu’il n’était pas possible dc 
leur imposer des obligations dc nature fiscale dans ce domaine. On ne peut, dés lors, 
songer :21 imposer it ces secteurs dc l’économie toutes les obligations qu’irnplique l‘a t.v.a. 
Il faudra prévoir pour eux-un régime d’exception. Les détaillants qui ne dépéssent pas un 
certain chiffre d’affaires pourraient étre imposés forfaitairernent et les agriculteurs pour— 
raient étre exemptés en ce qui concerne les livraisons qu’ils effectuent mais les clients de 
ces derniers pourraient procéder é une déduction forfaitaire de la taxe pergue aux stades 
agtériéurs. Ces régimes d’exception rendent le systéme particuliérement compqué 
puisqu’ils s’appliqueront 5. 1a grands majorité des assujettis et que scule une minorité se 
verra appliquer le droit commun. 

La t.V.a. a encore d’autres inconvénients qui lui sont propres:
_ 

— i1 s’agit d’un impét calculé sur le chiffre d’afl‘aires qui introduira dans les impéts 
indirects les complications qu’on rencontre en matiére d’impét direct pour déterminer 
ce chiflre d’affaires; 

A

- 

— on dit que la t.v.a. ne doit pas seulement s’appliquer aux livraisons de marchandises 
mais également aux prestations de service. 

'

_ 

Comment appliquera-t—on ce principe aux professions libérales, aux entreprises dc 
transport at '21 d’autres services qui présentent un aspect tout particulier? » 

— Dans un systéme de t.v.a. l’assujetti peut déduire les taxes ayant grevé les achats dc 
biens d’investissement. Cette 

‘ 

déduction, pourra—t—elle se faire immédiatement au 
seulement «prorata temporis» c’est—é—dire chaque année pour la fraction d’amortisse- 
ment admise pour cette année? La premiére solution est la plus simple mais dans une 
période de haute conjoncture elle peut avoir un effet antiécbnomique puisqu’elle 
favorise les investissements. La seconds est fort compliquée mais semble plus logique 
tout en constituant un frein pour les investissements puisque les- entrepxiscs font. 
l’avance des taxes pendant une période qui peut étre longuc; 

— i1 ne peut étre question de soumettre toutes les marchandises au méme taux. Dans 
quelle mesure sera-t—il possible dc poursuivre dans ge domaine une politique socialc ct 
d’excmpter les produits de premiere nécéssité qui, dans le régime actuel, sont exemptés 
de la taxe de transmission? Comment ces régimes de faveur s’inséreront-ils dams 
l’cnsemble? ‘

‘
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Trauaux enlamé: e71 Belgique at premier: Re’m/tat: 
Les problémes que suscite l’instauration d’une t.v.a. en Belgique retiennent depuis un 
bon bout dc temps déjé l’attention de l’opinion publique. Le Gouvernement n’est‘ 
évidemment pas resté inactif. La réforme de la taxe de transmission figurait déjé dans la 
déclaration gouvemementale. Sans attendre une initiative de la part de 19. Commission 
de la C.E.E., le Gouvernment estimait déjé £1 cette époque pour des raisons de nature 
nationale que cette re’forme était nécessaire. Un premier pas important était sur 16 point 
d’étre franchi l’an detnier dans les secteurs des produits métalliques ct sidérurgiques. 
La situation éconornique du pays a malheureusement rendu impossible cette réalisation 
étant donné que cette réforme aurait eu comme conséquence d’augmenter ou de diminuer 
pour beaucoup de produits la charge fiscale de l’impét et qu’elle aurait dés lots encore 
accentué la .poussée inflationniste qui s’est manifestée dans notre p'ays. Comme la situation 
éconornique n’est pas encore suffisamment stabilisée ce projet ne pourra sans doute pas 
étre réalisé dans les tout premiers mois. 
Etant donné que depuis lors la Commission de la C.E.E. a émis des propositions con- 

crétes tendant é. instaurer un régime communautaire d’ici 1970, on pcut se demander s’il 
est encore opportun de réaliser le systéme qui avait été retenu l’année demiére et qui était 
un systéme transitoire destiné é aboutir, en fin de compte, '21 une taxe unique pergue 
au stade qui précéde le commerce de détail. Si une décision au sujet du systéme com- 
munautaire doit étre prise ‘a bréve échéance, j’estime qu’il est inopportun de passer par 
un stade intermédiaire. En effet, cette solution comporterait deux bouleversements se 
succédant rapidernent et entrainerait pour l’administration et pour les entreprises un 
travail supplémentaire considérable. De plus, 165 risques de perturbation dans les prix 
seraient vraisemblablement accrus. 

Cela n’implique cependant pas qu’il m’est actuellernent possible de me rallier sans plus 
aux propositions de la Commission. Je suis d’accord avec elle quand elle dit que la 
perception des impéts indirects ne peut influence: 1a position concurrenticlle des entre— 
prises at ne peut avoir comma conséquence de créer entre les Etats-membres des dis- 
totsions de nature économique. Je suis d’accord avec elle d’admettre que cette parfaite 
neutralité ne peut pas étre réalisée tant qu’existe, dans un ou plusieurs Etats, un systéme 
de'taxe cumulative '21 cascade. L’expérience des demiéres années nous confirme ce point de 
Vue. 

Mais faut-il absolument que le méme systéme dc taxe existe dans les six pays? Ne 
pourrait-on leur laisser 1a liberté du choix‘ Hu systéme quj correspond le mieux 2‘). 1a 
structure éconornique du pays, :3. la mentalité des contribuables et aussi aux moyens 
dont dispose l’administtation? On peut s’irnaginer que la France se contents dc son 
systéme de t.v.a. et qfie la République Fédérale d’Allemagne désire adopter un systérne 
semblable. Mais faut-il nécessairement que les autres pays choisissent le méme systéme? 
Ne pourraient-ils, si celui-ci leur convient mieux, plutét choisir une systéme de taxe 
unique avec paiement unique? Un systéme pareil est appliqué en Suisse, en Angleterre, 
en Norvége et en Suéde et ces pays s’en trouvent bien. 
La Commission admet que la neutralité de l’irnpét pourrait étre Iéalisée, pour autant 

que les Etats-membres adoptent un régime de taxc unique, méme si ce régime différe 
d’un pays ‘a l’autre. Mais elle pense que la suppression des froritiéres fiscales — but final
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£1 atteindre d’aprés elle — n’est possible que si tous les Etats-memb'res adoptent le systéme 
'de t.v.a. Méme si cette aflirrfiafion est exacte, on se demande si la Commission en fixant 
cOmme obj ectif é atteindre la suppreSsion des frontiéres fiscale ~ c’est—é-dire la suppresion 
dc tout contréle physique et de toute compensation des taxes aux frontiéres internes — 
fait preuve de suflisamment de réalisme. Il est douteux que cet objectif puisse étre atteint 
aussi longtemps qu’on ne poursuive que l’intégration de l’Europe sur le plan économi- 
qu'e. Si on supprime les frontiéresfiscales, i1 faut que les systémes d’impét sur le chiEre 
d’affaires soient unifiés et que les taux et les exemptions soient les mémes dans les six 
pays. Ceci veut dire que les Etats-membres doivent abandonnerleur liberté d’action dans 
une branche importante de la fiscalité. Get abandon dc l’autonomie financiére ne sera 5. 

mon sens pas possible aussi longtemps 'que les pays resteront autonome's en ce qui con- 
cerne les grands secteurs de la vie publique tel que 1%: secteur social, celui de l’enseignei— 
ment, celui des travaux publics ct d’autres encore. Dés lors, l’arguthent principal qu’- 
avance la Commissidn pour proposer 1a t.v.a. comme systéme communautaire, m’apparait 
comme bien faible parce que la Commission tient compte d’une évolution du marché 
commun qui apparait actuellement encore comme incertaine en tout cas comme trés 
éloignée. Il ne rentre pas dans mes intentions de me présenter comme un adversaire de la 
tfv.a. Nous devons abhndonner le systéme '21 cascade et nos parte-naires devraient faire de 
méme, mais le choix reste 2‘1 faire au sujet du systéme :31 instaurer et la t.v.a. figure parmi 
ceux qui peuvent étre retenus. Afin d’éclairer le Gouvernement sur le choix qu’il s’agira 
de faire, j’ai constitué un groupe de travail présidé par le Secrétaire Général du départe- ' 

K 

ment des Finances et'composé de hauts fonctionnaires de tous les départcments intéressés 
_ 

avec la téche de nous éclairer sur les répercussions qu’aurait en Belgique l’instauration 
d’une t.v.a. et d’examiner s’il exists un autxe systéme qui aurait les mémes avantages 
que la t.v.a. tout en n’ayfint pas autant d’inconvénients. 
Ce groupe de travail a déposé tout récemment un premier rapport. II expose quelles 

devraient étre 1a structure et les modalités d’un systéme dc t.v.a. qui tienne compte de la 
situation économique et sociale du pays, de méme que de la mentalité belgé et i1 exprime 
égale‘ment l’avis qu’en ce qui concerne 1e Choix entre un systéme de t.v.a. et un systéme 
non cumulatif, la préférence devrait étre donnée :21 um systéme de t.v.a. englobant le 
commerce dc détail mais avec application d’un régime particulier aux agriculteurs, aux 
artisans, aux petites productions et aux petits détaillants. 

II a également consulté le Conseil central de l’économie et les principaux groupements 
professionnels. Leurs avis sont partagés quant au choix £1 fairc entre'un régime dc t.v.a. 
et un autre régime de taxe unique. Les représentants des travailleurs se prononcent 
plutét pour la t.v.a.; l’industrie ct l’agriculture demandent, avant but, une aimélioration 
du régime actuel dans un délai aussi rapproché que possible; 16 commerce de gros et celu'i’ 
du dc’tail choisissent soit la t.v.a. soit 1a taxe unique au stadc de la production. 
Le rapport confirme‘ que l’inst'auration de la t.v.a.’ pose de trés gros problémes qui 

doivent encore faire l’objet d’études plus pousse’es tant de la part dc l’administration que 
des milieux intéressés. Je voudrais gngager avcc insistance surtout ces derniers, qui ne 
sont pas toujours complétement au courant .des difl'érents aspects du probléme, é pour-— 
suivre leurs études et d’en communique: les Conclusions '21 l’aglministration. 
Pour ma part, je ne pense pas que les Etats—membres seront en mesure de prendre uné
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'* décision définitive au sujet de la proposition de la Commission, aussi longternps que 

celle-ci n’aura pas fait connaitre la structure et les modalités d’application du systéme 
qu’elle préconise. La Commission pense qu’aussi longtemps que les frontiéres fiscales 
subsisteront les modalités du systéme peuvent diEérer d’un pays '21 l’autrc. 

Cette opinion me laisse sceptique. 
Ainsi, elle ne verrait pas d’inconvénient ‘a ce que les taux et les exemptions ne soient 

pas les mémes dans les six pays. Certains experts expriment l’avis qu’une telle situation 
pourrait étre l’origine dc distorsions étant donné que la neutralité concurrentielle ne 
semit pas respectée si un pays exportait des marchandises dont il est gros producteur 
tout en imposant une marchandise, concurrentielle 2‘1 la premiére, qu’il achéte é. l’étranger. 

Autre example: méme aprés la suppression des frontiéres la Commission estime que 
les Etats—membres pourraient conserver le choix d’appliquer la t.v.a. jusqu’au commerce 
de détail inclus ou dc l’arréter au stade du gros. Li aussi je n’ai pas tous mes apaisements. 
N’en résultera-t—il pas un détournement du trafic commercial normal, tout au moins dans 
la région frontaliére, au détriment des pays qui appliqueraient la taxe aux opérations > 

cfl'ectuées par les détaillants? Il faut d’ailleurs envisager que si actuellement le commerce 
de détail ne participe que dans une faible proportidn au commerce national, qu’au fur 
et :11 mesure que progresse l’intégration éconornique des six pays, cette proportion de— 
viendra plus importante et le commerce de détail exempté dans un pays sera alors avantagé 
par rapport au commerce dc détail du pays qui applique 1a t.v.a. jusqu’au dernier stade. 

D’autres djfl'érences dans l’application du systéme pourraient 2‘1 mon sens également 
créer des distorsions que l’harmonisation a précisément pour but d’éliminer. Je me limi— 
terai '21 mentionner les régimes qui seront: réservés aux agriculteurs et aux petits détail- 
Iants. Certains pays leur réserveront un régime d’exception, d’autres les soumettront au 
droit commun. Dans quelle mesure ces régimes d’exception ne constitueront—ils pas un 
régime de faveur susceptible de fausser la concurrence entre les six pays? 

Canclzm'om' 
Aprés cet exposé sur les travaux de 13. Commission de la C.E.E. don't elle mérite, certes, 
d’étre félicitée, et sur l’état de la question en Belgique, i1 faut maintenant que je me 
resume. 

Pour la bonne marche de la Communauté Economique il est absolument nécessaire 
que les 5 Etats~membres qui appliquent encore l’impét sur le chifl're d’affaires '21 cascade 
renoncent 5. cc systéme. On ne peut qu’approuver les propositions en ce sens, faites par la 
Commission. ' 

Quant £1 l’avis de la Commission selon lequel le méme systéme devrait étre appliqué 
dans les six pays et que ce systéme devrait étre un systéme de t.v.a., je fais une double 
réserve. Tout d’abord je ne suis pas convaincu que l‘e sy‘stéme qu’elle propose est pour 
chacun des six pays celui qui lui conyient le mieux et je pense que si dans certains pays 
l’instauration d’une t.v.a. s’avére impossible pour des raisons qui lui sont propres, 
l’instauration dans les six pays d’un systéme de taxe unique qui serait différcnt d’un pays 
£1 l’autre, serait déjél bénéfique pour la bonne marche du Marché commun. 

Ensuite, si on décide néanmoins que le systéme doit étrevle méme dans les six pays, 
je crois qu’on ne peut raisonnablement retenir que le systéme de la t.v.a. puisqu’il existe
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de’ji dans un pays et qu’il est sur 16 point d’étre instauré dans un autre. Mais avant que les 
Etats—membrcs se prononcent 5} cc sujet, i1 faudrait qu’il soit indubitablement établi que 
les différences dans l’application du systéme entre les six pays, ne soient pas é. l’origine 
d’autres distorsions peut-étre aussi graves que celles qui résultent dcs disparités entre 
les régimes actuellement en vigueur.

‘ 

La législation sur les taxes assimilées au timbre est une piéce maitresse de notre appareil 
fiscal. Vieille maintenant d’une quarantaine d’annéesielle est arrivée '21 son terme aprés 
avoir été un mcrveilleux outil quj a traversé avec succés des périodes de prospérité et de 
crise, de paix et de guerre. Actuellement, '21 cause de la hauteur des taux, on lui impose 
une tfiche pour laquelle elle n’a jamais été congue. 1 

Si la machine, bien huilée au début, est actuellement enrayée, sa magnifique réussite 
dans 1e passé doit nous inciter '21 faire aussi bien é l’avenir. La législation est et restera 
compliquée parce que la vie des affaires est complexe et parce qu’une simplification ne 
pourrait étre réalisée que moyennant un dégrévernent massif auquel on ne peut Songer 
danS'le'monde moderne. 

Les artisans du nouveau régime devront surtout retenir les aspects éconoiniq-ues du 
probléme tout en tenant compte des conséquences de nature“ sociale et des particularités 
propres ‘a notre peuple. Ainsi, leur oeuvre sera digne de celle de leurs précédesseurs. 
Je suis convaincu qu’ils se montreront 21 la hauteur de leur tfiche. 

INDIRECT\TAXES WITHIN THE COMMON MARKET 

Sum/war} - 

>

' 

Mr. Dequae, the Belgian Minister of Finance, lectured at the “Ecole Supérieure des 
Sciences Fiscales” in Brussels. 
The lecture contains the Minister’s opinion of the introduction of a tax on added 

value (T.V.A.) in 5 BBC countries with emphasis directed to Belgium. He’ agrees that 
the multi—stage turnover tax, Where it still exists, must be abolished. However, the same 
system as the T.V.A. need not be applied in all the six Member States, since every country 
has its own economic and social structure Within which a certain system functions best. 
A single point tax, in View of the Belgian economic and social structure, is considered to 
be more preferable than the T.V.A. Nevertheless, a special study group established to 
examine the Belgian case in this respect was of the opinion that the T.V.A. system is 
preferable to any other hon—cumulative tax system. , 

The introduction of a’ T.V.A. system in Belgium may solve old problems but will 
bring about many new ones which may hamper the! objectives which were established ' 

by the European Economic Community. 

DAHOMEY 
BIBLIOGRAPHY 

Prob/Ewe: d’Oulre Mer, Informations d’Outte Mer, Lefebvre, Paris, 12, rue Margueritte, 
June 15, 1964, pp.3. -
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Brief survey of new tax measures, ’e.g. with regard to personal tax, income taxes 
(rates), excise and customs duties. 

FRANCE 
BIBLIOGRAPHY 

La pratique de [a Fina/1'16 Immobiliére, Ce qu’il vous féut savoir, Encyclopédie pratique 
pour la vie des aflhires, BROET, L., Paris VI, 13, rue de l’Odéon, Delmas et Cie., 
1964. 

I 

'

‘ A practical analysis is presented on the taxation of building construction with respect 
to the_ turnover tax'provision, capital gains tax on the alienation of real property and 
buildings and the special regulations for certain companies i.e. housing cooperatives, 
real estate investment companies and real estate management companies (under the 
reform law of March I 5, 1963). See: the articles published in European Taxation under 
the heading of : Taxation of building construction in France, Parts A, B and C, pp. 28 
51 incl 61 (Eur. Tax‘.) 1964. ' 

~ GERMANY 
BIBLIOGRAPHY" 

Betriebxprzkfuflg um! Steuerxtmfverfabrm, Eine Auswahl aktueller Fragen aus der Praxis, 
LOHMEYER, H., Verlagsbuchhandlung des Instituts der Wirtschaftsprfifer GmbH, 
Dusseldorf 1964, pp. 80. 
In computing the annual accounts of an enterprise two risks are involved. On the 

one hand there is the possibility that too much tax will be paid; on the other hand 
there is the possibility that the entrepreneur will be subject to penal proceedings if too 

. 
little tax is paid. The latter risk is discussed in this book emphasizing the task of the 
accountant in this field. 

Die Prz'rfuflg dex jabrembxcblwiei, Handbuch ffir Studium und Praxis, Verbffentlichungen 
der Union Européenne des Experts Comptables, Economiques ct Financiers, 54, 
Rue St. Lazare, Paris, Verlagsbuchhandlung dés Instituts der Wirtschaftsprfifer 
GmbH, Dfisseldorf, 1964. pp. 195. ' 

This is the second and revised edition of a handbook for study and practice computed 
by the commission of the European Association of Accountants. 

Gmez'nde/yamba/te, Heft 75 Institut “Finanzen und Steuern”, Bonn am Rhein, Markt 14, 
August 1964, pp. 148. 
The municipal financing of various cities i.e. Hannover, Diisseldorf, Kéln, Frankfurt, 

Stuttgart and Miinchen are discussed herein; In particular the_ discussion centers around 
the expenditures of these cities as well as the types of revenues that make up the budget.
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jurtm-ja/yrbmb, ERDSIEK, Prof. Dr. G., Kéln-Marienburg, Verlag Dr. Otto Schmidt 
KG, 1964, pp. 279. , 

V. "
~ 

Annual publication of the Association of German Jurists (lawyers, judges, notaries 
etc.) for the year 1964/1965. It not only contains information necessary for members of 
the association but also various articles, In addition the important'décisions of the High 
Court are listed. ' 

Malmu/arefl; Progéu; -Vo//‘J‘z‘r'ec,é¢mg: die Verwfrlélitbuflg 22011 FoMerungm in der Praxix, 
SCHNEIDER, Dr. E., Kéln-Marienburg, Verlag Dr. Otto Schmidt KG, 1964, pp. 203. A

' 

The default of a debtor. The routes to payment under German law are set forth ih 
this book. The practical application, i.e. dunning letters, contacting a lawyer; dunning 
by officials connected with the courts and legal proceedings along with estimated costs 
are discussed herein. Attention is given to obtaining payment after receiving thé court’s 
judgemqnt. The author is quite experienced in this phase of the law and is also a frequent 
lecturer on this subject. ‘ 

Rfickytellungen in Ertmgxteuerbi/aflzm and bei der Einbeiz‘Jbea/ertn d9: Betrz'ebwermfigem, 
LITTMANN, Dr. E., Dr. K. F6RGER, Stuttgart, Fachverlag ffir Wirtschafts- und Steuer— 
recht Sch'alffer & C0,, GmbH, 1964, pp. 498, DM‘46.-. ' " 

Why establish a reserve for operating an enterprise? Which type of teserves are allow- 
ed under German tax law and what are the conditions and tax consequences of their 
establishment? What are the accounting procedures for the reserve? The answers to 
these questions are discussed in a lucid manner in this book. The first part deals with 
the concepts of reserves, clarified by examples of the existing legal provisions. The second 
part gives a survey and comment of all important court decisions affecting reserves, 
alphabetically listed. This book is an enlightening guide to a most difficult subject. 

Way; and We grz'indet mam cine GflzlaHP, PRIBILLA M.E., Wilhelm Stollfuss Verlag Bonn, 
I 64. ‘ ' 

T911e series of these handy guides bears the name “International Business Books” and 
will be published besides on France, on Germany, Italy and the United Kingdom. 

This guide “Why and how to establish a GmbH” is the first of the German series. 
Shortly, the guide to the corporation and two forms of partnership will be published. 
The guide to the GmbH already includes two sections comparing the corporation and 
the partnership with the GmbH. The _other sections contain information on commercial 
and tax law. 

‘ 

- - 

‘ " 

‘ 

INDONESIA 
TAX NEWS 

T a»? Amnm‘y Regulation ' 

Indonesia. The regulation will come into 
President Sukarno sanctioned a Tax effect as of a later date which will be deter— 
.Amnesty Regulation by his promulgation mined by the Minister of Finance. 
in the Official Gazette of the Republic of The tax amnesty regulation pertains to any
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income received or any accumulated 
capital which has never been subject to 
either the income tax, the corporation 
income tax or net worth tax. The present 
economic situation in Indonesia opens the 
opportunity to accumulate capitfil from 
criminal activities Le. corruption or 
smuggled good transactions. The tax 
authority is fully aware of the inability of 
the yevenue collecting agencies to curtail 
these fiscal infringements; The Govern— 
ment now gives the opportunity to the 
parties concerned to settle their matters of 
imposing a 10% lump-sum tax on capital 
which has never been subject to tax in 
previous years, if a declaration is made to 
the tax authority before August 17, 1965. 
The rate of tax is reduced from 10% to 
5 % when the capital is invested in under— 
takings engagcd in the fieid of agriculture, 
fishery, cattle breeding, mining, manu- 
facturing industry or transportation. 

The normal tax rates are much higher. 

But by applying the 10% lump sum tax no 
further tax claim Von that capital will be 
made. 

I

' 

The corporate income taxis levied at 10% 
of the profit up to Rp 2.500.000 to a 
maximum rate of 52.5% for profits ex— 
ceeding RP 500 million. The normal in— 
dividual income tax ranges up to approxi- 
mately 40% for income exceeding Rp 24 
million. The net worth tax is 0.50/o of net 
worth over Rp 25 million. 

It is stipulated in the regulation that 
even money-lenders (he who possesses, 
controls, uses the capital) are obliged‘to 
declare, registeg and pay tax on the capital. 

’ 

Taxpayers declaring their hidden capital 
are not required to inform the tax authority 
of its origin. ‘ 

Taxpayers who do not take advantage 
of this amnesty are subject to imprisone— 
ment for 5 years or a fine to 100 million 
rupiahs. 

INTERNATIONAL 
TAX NEWS 

RESOLUTION ON THE SECOND SUBJECT 
OF THE HAMBURG CONGRESS IN 1 9 64 T be International Final Amorz'atz'an C angren, H amburg September 19 64, payed the remitt- 
tion on fire .retoml .méject of the convention. “T be delimitation between tbe country of

_ 

rexideme and other munirz'e: of life power to tax 
iorpomtz'om and/or their :bare/wlderf’. 

A. Having taken into account the re- 
commendations of previous IPA—Con- 
gresses and those of the OECD concerning 
a model tax convention, the Congress is 
of the_ opinion that the fiscal sovereignty 
of states over the income and capital of 
corporations and their shareholders should 
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be delimited in accordance with the 
following principles: 
I. Corporations are to be treated as in- 

dependent entities for the purposes of 
the taxation of income and capital. 

2. The right to tax the income and capital 
‘ of corporations is primarily reserved 

to the state in Which-the corporation 
has its centre of management, its seat,‘ 
or its place of incorporation (country 
of residence). In case of conflict, the 
decisive determining factor is the 
centre of management. 

3. If a corporation Whlch is a resident of 
one state receives income from another 
state or possesses assets there, the
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other state should be entitled to levy 
taxes to the extent that the asset or 
source of income is real estate or a 
permanent establishment. In such 
cases, double taxation of the income 
and assets taxed in the country of 
source is to be avoided by tax credit or 
tax exemption in the country of 
residence of the corporation. 
The right to tax distributions or profits 
by a corporation to its shareholders 
should be basically reserved to the 
country of residence of the share- 
holder. 

_ 

'

. 

At the same time, the country of 
_residence of thecorporation should be 
allowed to impose a limited rate of 
taxation, which should then be’credit— 
ed against the domestic tax liability of

V 

the shareholder. 
If the shareholder is a corporation 
Which owns a substantial holding in 
the capital of another corporation, in 
particular the parent corporation of a 

~~ subsidiary, the country of residence of 
the parent corporation should exempt 
the dividends received by the latter 
from further taxation. Corresponding? 
ly, the dividends should be tax exempt 
or only taxed at low rates in the coun— 
try of source. In this connection, 
reference is made to the resolutions on 
the Second Subject of the 1961 Con- 
gress at Jerusalem.

' 

In special cases, for example, if the 
rate of corporate income differs for 
distributed and retained profits (split 
corporate income tax rate), the restric- 
tions on taxing power recommended 
under '4. and 5. above are only con— 
ditionally applicable. 
The Congress is of the opinion that 
the application of the principles out- 
lined above which are also contained 

in the majority of double taxation 
conventons, renders possible not 
only a usable delimitation of fiscal 
sovereignty, but also conforms to the 
requirements of the clarity and pre- 
dictability of law. It also guarantees. 
an acceptable avoidance of inter— 
national double taxation for the tax- 
payer, and is therefore designed to 
encourage international economic re- 
relationships. 

B. Cases haVe arisen in practise in which 
the profits of foreign corporations have 
been taxed in the country of residence of 
the controlling individual or corporate 
shareholders, either through direct taxation 
of the foreign corporatiohs as such 'or by 
subjecting the shareholders to taxation 
based upon the non—distributed profits of 
the foreign corporation. 
The congress is of the opinion, in View of 

the principles set out above (under A I and 
z) and because’of the difficulties arising in 
the use of special methods of taxation, that 
the application of such special methods is 
only justified in exceptional Circumstances, 
particularly when they are needed for the 
prevention of Serious abuse. Such methods 
should only be applied after all existing 
legalprocedures have been exhausted. 
Furthermore, in all\ cises where such 
methods of taxation are applied, the 
following requirements should be 
observed: 
a) Contractual obligations between 

states, in particular‘those resulting 
from double taxation conventions, 
should not be unilaterally fevoked; 
such a breach of contract would mean 
a profound disturbance of the basis of 
international law, with unforeseeable 
consequences. ' 

b) Effective steps should be taken to
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avoid international double taxation such measures. , 

which may result from such measures. d) No obligations should be imposed on 
c) Bona-fide direct and indirect share- 

V 

tax payers, which could bring them 
holders other than the controlling into conflict with mandatory legal 
shareholders of V 

the foreign cor— provisions of the foreign state con— 
poration should not be affected by cemed. 

ITALY 
BIBLIOGRAPHY 

Arcbz’w'o Finanzz'ario (Annali degli Studi Tributari a cum dell’ Istituto di Finanza dell’ 
Universitél di Ferrara), Volume XII, MASELLI,‘ E., CEDAM- Casa Editrice Dott. 
Antonio Milani, Padova, 1964, pp. 329, lire 4 500.

V 

This is the twelfth volume in a regularly published series on various important tax 
laws, With reviews of recently published books and articles. It also contains a study of 
Nicola d’Amati on taxable income. 

Elementz' per un’afla/ixz' (leg/2' eflefli economicz' dz’ mm modfiq’am del regime dz' impoxizz'one 5;!i 
.rmhzbz', Quaderno n. II, Prof. VALERIO SELAN, Istituto per l’economia Europea, Via 
Vincenzo Bellini 22, Roma, 1964, pp. 583.

V 

This publication analyzes the influence of turhover tax on the economic development 
in a count/ry, especially in the six membef countries of the common market, and it 
discusses the consequenceq of a harmonization of turnover tax systems in these countries, 
as proposed by the EEC. 

_ 

Profltuarz'a Impan‘a Enmzia, Riepilogo delle Principali Disposizioni, L. di G. Pirola, 
Milano, 1964, pp. 64, 500 lire.

' 

This booklet gives the most important information on the turnover tax law, the texts 
of the laws of December 16, 1959, no. 1070 and October 31, 1961, no. 1196 plus tax 
tables. 

' 

'
' 

Ram/fa del/e circa/mi ed ijiruzz‘om' minin‘grz'a/z' relative 4117772110514 di RM. 3 camp/emem‘are 
- progreuz'm Jul reddiz‘o, Quinto fascicolo di aggiornamento (dal 1° gennaio 1961 al 51 

dice'mbre 1962), COCIVERA, Dott. A. Giuffré, Milano, 1963,, pp. 321, lire 1000. 
Annual publication of a compilation of a recent ministerial circular letter and instructions 

with regard to the schedular tax on income from movable capital, business and labour 
(Imposta sui redditi di Ricchezza Mobile) and the individual complementary income tax. 
The publication updates the series to January I, 196 3.

I 

LEBANON 
TAX NEWS 

Taxation and investment: in Lebanon levied under Legislative Decree No. 144, 
I. The Tax on income in Lebanon is enacted on June 12, 1959. Income tax is
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charged on three sources of income, viz: 
(i) Profits of industrial, commercialiand 

non—commercial occupations. 
(ii) Salaries, wages and pensions.' 
(iii) Income of movable capital. 

2.1 The tax on the profits of industrial, 
commercial and non-commercial occup-x 
ations is imposed on natural or juristic 

persons, resident in Lebanon or abroad, . 

on the profits realized in Lebanon. Hence, 
profits realizsd abroad, by residents in 
Lebanon, is not subject to tax in Leba- 
non. The distinction between profits rea- 
lized in Lebanon and those 'realized 

abroad is a very fine technical distinc- 
tion. A juristic person resident in Leba— 

First LL5,ooo of taxable income 
Excesé over LL 5,000 up to LL15,ooo 
Excess over LL I 5,000 up to LL25,ooo 
Excess over LL 25,000 up to LL35,ooo 
Excess over LL 35,000 up to LL50,ooo 
Excess over LL 50,000 up to _LL75,ooo 
Excess over LL ’75,000 up to LLIoo,ooo 
Excess over LLIoo,ooo up to LL25o,ooo 
Excess over LL250,ooo up to LL750,ooo 
Any excess over LL750,ooo 

10% of the-tax is added to the income 
tax for the benefit of Municipalities. 

2.4' Individuals enjoy reliefs not ex- 
ceeding LL3,ooo per assesses, depending 
on marital status. 

3.1 The tax on salaries, wages and pen- 
sions, is likewise assessed on the basis of 
the net income accrued to the assessee 
during the year immediately preceding the 
year of assessment. Such tax is to be 
withheld by the employer and, settled to 
the tax authorities by April 1, or June \I 
of each year, depending on whether the 
employer is an individual or partnership, 

non is not subject to tax in Lebanon on 
profits realized abroad through a branch 
oflice or through an agency. Otherwise, 
such income may attract tax in Leba- 
non-Q In so far as individuals are coh- 
cemed, thé distinction becomes more 
subtle and elusive, 

2.2 The tax on such profits is imposed 
on the net profit realized during the year 
immediately preceding the year of assess- 
ment. 

2.3 The tax imposed on the above 
profits, whether the assessee is an in- 

dividual or a corporation incorporated in 
Lebanon or abroad, is as follows: 

Commercial Non—Commercial 
Occupations Occupations 

5% 4% 
7 5 

9 7 
I 3 

‘ I o 
I 7 . 1 3 

2 2 I 7 
27 

’ 2 2 .
r 

3 2 27 
37 32' 

47- 3 7 

or a corporation (société anonyme). 
3.2 The rates of tax on the yearly income 

from salaries, wages and pensions is as 
follows: ' 

Net chargeable income not exceeding 
LL4,800 

' 2% 
Excess over LL 4,800 to LL 8,400 5 

ExCess over LL 8,400 to LL12,ooo 4 
Excess over LL‘12,ooo to LL24,ooo 5 

Excess over LL24,ooo’to LL36,ooo 6 
Excess over LL56,ooo 'to LL48,doo 8 

Any excess over LL48,ooo 10 
3.3 The assessee is entitled to a relief 

not exceeding LL3,ooo per annum,
/ 

3.9
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depending on his marital status. 

4.1 The tax on movable capital covers 
the various incomes, profits, interests and 
benefits of such capital, whatever their 
designation may be or the nationality of 
the undertaking deriving such income or 
the domicile of the persons to whom it 
accrues, if occurring in Lebanon or 
passing to a resident therein. 

4.2 This income covers, inter alia, 
dividends on shares, interest on bonds, 
bank interest received, directors remuner- 
ation from profits, interest on loans, and 
the like. ‘ 

4.3 Dividends declared by 9. Lebanese 
corporation (société anonyme), are exempt 
from the tax under this Part, in so far as 
such dividends are declared from profits 
realized in Lebanon and charged to tax 
under Part I. 

4.4 The rate of movable capital income 
tax is fixed at 10% of the gross income, 
plus 10% thereof for the benefit of 
Municipalities. 

5.1 It will be observed that domestic 
corporations and foreign corporations are 
taxed according to the aforementioned 
bases on equal footing. 

5.2 It is incumbent upon every juristic ' 

assessee to keep books of account and 
likewise every merchant or trader from a 
certain level is required to keep proper 
books of account. 

5.; Industrial enterprises established 
in Lebanon, when complying with cer— 
tain conditions, enjoy a tax holiday for 
six years from the date of production. The 
conditions to be met are: 
(i) The production or organization of a 

new industry differing from existing 
industries, with a View to increasing 
the national production. 

(ii) Capital employed in Lebanon should 
not be less than one million Lebanese 

40 

Pounds (about $330,000). 
(iii) Total annual payroll of Lebanese 

labour should not ‘ be less than 
Loo,odo 

5.4 Hotels of certain level enjoy ‘also 
duty free importation of building materials 
fixture and other items required by the' 
hotel, upon establishment. 

5.5 Foreign capital can be invested in 
Lebanon, either directly through a branch 
or indirectly through the formation of 2. 
Lebanese société anonyme. There are no 
restrictions on the amount of foreign 
capital invested in 3 Lebanese société 
anonyme. The only restriction is that at 
least half of the members of the board of 
directors should be of Lebanese citizen— 
ship. Such directors may only hold the 
qualification shares as prescribed in the 
statutes of the société anonyme. Should 
the enterprise wish to own real estate, 
for its purposes, then at least one third of 
the 'capital stock should be held nomin— 
atively by Lebanese citizens. 

6. Foreign corporations may establish 
_ 

Branches in Lebanon. The requirements 
are: 

6.1 Authenticated copy of the con- 
stitution or memorandum and articles of 
association of the corporation. 

6. 2 Authenticated copy of the resolution 
of the corporation to establish abranch in 
Lebanon, such resolution to name the 
legal representative in Lebanon. 

6. 3 Legalized power of attorney in 
favour of the legal representative granting 
him full powers to manage the branch. 

6.4 Lists of other branches of the 
corporation abroad and of local boards of 
directors and of the home board of 
directors. 

6.5 All the above documents are to be 
translated into Arabic, when in any other 
language.
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66/ The legal representative should 
obtain a work visa prior to his entry to the 
country, and then obtain a residency. 
permit. 

7. Beirut harbour has a] free zone, in 
which imported goods may be reprocessed, 
repackaged or othefwise manipulated 
without attracting customs duty. More— 
over, there are inter-Arab states treaties 

which grant reliefs in customs duty for 
products produced in and exchanged 
between these states. Hence Arab markets 
are more accessible from Lebanon. 

8.‘ Problems encountered in starting 
business in Lebanon are. the» natural 
problems to be faced in starting any new 
business, and there are no undue hard- 
ships or problems. 
Reported 17}: Karim G. Khouri, Beir‘ut 

MEXICO 
TAX NEWS 

It has been decided that the reimbursement 
for travel expenses of foreign technicians 
coming into Mexico to render services, are ' 

not to be considered as salary, but rather 
reimbursement for expenses. 

Imz‘alment sale qf immovable properly in 

Mexico 
In the Boletin cie Informacién Fiscal del' 
Instituto Mexicano de Estudios Fiscales, 
S.C. presents the calculation of the tax on 

such sale as follows: 
I. from the sales price the cost of the 

building and ground is deducted; 
2. on the resulting difference the corre— 

sponding tarifl~ will be applied (see 
Bulletin July 1964, p. 284); 

3. the resulting tax. will be divided into 
as many instalments as the sales price _ 

is to b¢ paid, and the tax will be paid 
by stamps which must be affixed to 
the purchase voucher. 

NETHERLANDS 
BIBLIOGRAPHY ‘ 

Nieuwe averzirbten mm verI/roega’e (#rzbrgiving en inuesteringmftrek, RULLER, D. van, Amster— ‘ 

_, 

dam, Prinsengracht 721, Nederlandse Orde va‘n Accountants, 1964, pp, 6, free on 
request. 
This booklet gives an updated survey of accelerated depreciation and investment 

allowances on such business aSsets such as buildings, ships, aircraft and machines.
‘ 

Regixlratiewef I917, Nederlandse Staatswetten, Editie Schuurman en Jordens no. 8 3, 

Zwolle, N.V. Uitgeversmaatschappij Tjeenk Willink, 1964, 196 druk,eersteaanv_u11ing, 
-pp. 10, 1.30. 
First supplement bringing the main volume on Registration Duties up to date. Con- 

tains the text of the laws and ruling on matters such as the exemption of registration duty 
in case of mergers and internal reorganization of a corporation.
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PERU 

TAX NEWS . 

Peru has introduced a system of ap- 
praising thc wealth of an individual for 
the purpose of determining his income_ 
when he does not submit his complemen- 
tary tax return. Houses, cars, yachts and 
other watercrafts, luxury horses, aero— 
planes, servants and membership Ito 
country clubs are valued for the fixing of 
taxable income from which no deduction 
will be granted.

_ A new custom tafifl' has been introduced 

through High Decree 139—H of July 23, 
1964. This tariff follows the nomenclature 
of Brussels of 19 55 which is in force. 
The different “taxes ad valorem” have 

been consolidated, andAthe new: custom 
tariff is divided into Specific duties and ad 
valorem duties. In addition a 60/0 freight 
tax will be levied. The issuance of this 
new custom tariff does not affect the 
existing exemptions granted under the 
Peruvian incentive Vlaws. 

PUERTO RICO 
TAX NEWS 

. 17c Company! [mama Tax for Foreign Car— 
pbraz‘ion. 

Foreign cbrporations are taxed only on 
their iricome from sources within Puerto 
Rico Whereas domestic corporations are 
taxed on income from both national and 
foreign sofirces. 
The following are deemed to be income 

from sources within Puerto Rico: 
1. 

‘ 
Interest on bonds, notes, or other 
interes’t, bearing obligations of resi- 
dents, corporate or otherwise but not 
including: 
21, Interest on deposits with persons 
carrying on the banking business paid 
to persons not engaged in business 
Within Puerto Rico; 

V 

b. Interest received from a resident 
ihdividual, a foreign partnership or 
corporation .engaged in trade or 
business in Puerto Rico, or a domestic 
corporation or partnership when it is 
shown to the satisfaction of the Secre— 
tary of the Treasury that less than 20% 
of the gross income of such payer has 

42 

been derived from sources Within 
Puerto Rico for the 3 year period 
ending with 'the Close of the taxable 
'year of such payer preceding the'pay— 
ment of such interest, or for such part 
of such period as may be applicable; 
c. Income derived by a foreign cen— 
tral’ bank of issue from banker’s 
acceptances ; 

z. Dividends or profits received from a 
domestic corporation or partnership in 
analogous conditions to the immedia— 
tuly aforementioned, or from a foreign 
corporation or partnership, unless less 
than 200/0 of the gross income of such 
foreign corporation or partnership for 
the 5 year period ending with the close 
of its taxable year preceding the 
declarion of such dividends or distri— 
bution of said profits, or‘ for such part 
of such period-as the corporation or 
partnership has been in existence, was 
derived from sources Within Puerto 
Rico; but only in an amount which 
bears the same ratio to such dividends
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and profits as the gross income of the 
corporation or partnership for such 
period derived from sources Within 
Puertg Rico bears to the gross income 
from all sources; 

3. Rentals and royalties from property 
located in Puerto Rico or from any 
interest in such property including 
rentals or royalties for the use of, or 
for the privilege of using in Puerto 
Rico, patents, copyrights, secret pro— 
_cesses and formulas, goodwill, trade 
marks, trade brands, franchises and 
other like property; 

4. Gains, profits, and income from the 
sale of real property located in Puerto 
Rico; 

5. Compensation for personal services
I 

perfdrmed in Puerto Rico. 

It must be noted that from the preceding 
items of gross income may be deducted the 
expenses, losses, and Other deductions 
properly apportioned or allocated thereto 

‘ and a ramble part of any expenses, losses, 
or other deductions which can not de— 
finitely be allocated to some item or class 
of gross income, to obtain the net income 
from sources in Puerto Rico. 

Gains, profits and income from trans—’_ 
portation or the services rendered partly 
within and partly without Puerto Rico or 
from the sale of personal property produc— 
ed in whole or in part by the taxpayer 
within and sold Without Puerto Rico, or 
produced in Whole or in part by the tax- 
payer Without' and sold within Puerto 
Rico, shall be treated as derived partly 
from sources Within' and partly from 
sources without Puerto Rico. 

' 

Gains, profits and income derived from 
the purchasg: of personal property in cases 
analogous to the immediately abovemen— 
tioned shall be treated as derived entirely 

from sources within the country in which 
sold. 

‘ 

- 
‘-

V 

Ifems of gross income other than in- 
terest, rentals or royalties, gains, profits 
and income as indicated or compensation 
for labor‘ or personal services, shall be 
allocated or apportioned to sources within 
or Without Puerto Rico. ' 

Where items of gross income are separately 
allocated to sources Within Puerto Rico, 
there shall be deducted for the purpose of 
Computing the net income therefrom, the 

_ 

expenses, losses, and other deductions 
properly apportioned or allocated thereto 
and a ratable part of other expenses, losses 
or other deductions which ‘can not de- 
finitely be allocated to some item or clas's' 
of gross income. The remainder, if any, 
shall be included in full as net income from 
sources Within Puerto Rico. 

In the case of ‘gross income derived from 
sources partly Within and partly Without 

V 

Puerto Rico, the net income may first be 
computed by deducting the expenses, 
losses, or other deductions apportioned or 
allocated thereto and a ratable part of any 
expenses, losses, or other deduction which 
can not definitely be allocated to some 
items or class of gross income. 

Generally speaking, in the case of a 
foreign corporation or partnership the 
deductions shall be allowed only if, and 

/ 

to the extent that, they are ‘connected with 
income from sources within Puerto Rico; 
and the proper apportionment and alloca- 
tion of the deductiOn with respect to 
sources Within and without Puerto Rico 
shall be determined under rules and re- 
gulations Especially issued by the Secretary 
of the Treasury. 
Non-domestic corporations shall receive 

the benefit of deductions and credits 
allowed to it only by filing or causing to be 
filed with the Secretary of the Treasury a 

'43
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true and accurate return of its total income In case of a non-domestic corporation 
received from all sources in Puerto Rico, not engaged in trade or industry in 
including therein all the information which Puerto Rico, income derivad from Puerto 
that Secretary may deem necessaryfor the Rican sources is taxed at a flat rate of 29% 
calculation of such deduction and credits. which is generally withheld at source. 

SWEDEN 
I BIBLIOGRAPHY 

Onzxd’ttnifigxkatten, AQVIST, N.E., K. EDSTRGM and HR. FRIDOLIN, third revised edition 
by G.B. Allstrém and H.G. Lundm, Stockholm, P.A. Norstedt & Séners Férlag, 
1964, pp. 194, Skr. 12.75.

’ A practical survey of the Swedish turnover tax system, containing a useful commentary 
on and the text of the Decree and Regulations. 

SWITZERLAND 
BIBLIOGRAPHY 

Gutarbtefl fiber Anderzmg def kam‘oim/eiz 11ml eidgenéhiuben Steuerrer/yti im Hinblz'rk azg’ U721— 
uland/uflgen and Fmianm gest/n‘zft/z'cber Ulzterflelyrizmgen (Anderung der Rechtsform) um! 
auf Holdiflgyer/Jd'lz‘m'me; herausgegeben von der Schutzorganisation der privaten 
Aktiengesellschaften—Basel, Schulthess & Co AG, 1964, Zfirich, pp. 126. 
Critical survey of some tax consequences brought about by reorganizations and 

mergers. Comparison of the federal and the cantonal taxation of the above with proposals 
for modifications. 

Die .rz‘etier/iclye Belmtn der yerIc/Jz'edmm Unterm/Jwemformm in der Saba/dz ufld'a’er Bmm'ex— 
repub/z‘k Denna/1145151, Handelskammer Deutschland—Schweiz, :96}, pp; 48, “The tax- 
ation of different forms of enterprises in Switzerland and Germany”. 
Articles by Dr. Meyer—Marsilius appear on the relevancy of the tax burden in estimat- 

ing the costs of establishing an enterprise and in choosing the country of location. 
Dr. Dobet’s article compares the tax burden in various cantons of Switzerland and 
Dr. Herzberger discusses the German taxation of Swiss enterprises operating in Germany.
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INTERNATIONAL BUREAU OF‘FISCAVL DOCUMENTATION 
HISTORY 

Since its establishmgnt in 1938, the International Bureau of Fiscal Documentation has served as an 
independent source of tax information and advice. After World War 11 its functions were broadened 
beyond mere simple fisml documentation and assumed the character of supplying factual data on the 
tax systems of countries around the world in response to requests from various governmental and bu- 
siness Organisations. ‘

. 

In 1946, the Bureau began publication of the Bulletin for International Final Documentation, the 
official organ of the International Fiscal Association. This publication has been supplemented by various 
special publications. In 1961, the Bureau published the first issue of European Taxation, a fortnightly 
English language review of tax devclopments on the European Continent, in the United'Kingdom and 
in Ireland, followed in 1963 by two loose-leaf services, Supp/amenlaor Service to European Taxation and 
T be Taxation of Palm! Rafa/tin, Dividendr and Interest in Europe. During that time span the Bureau also 
published the Germany original of the well-known book by Dr. Albert J. Rfidler about taxation in the 
common market countries. The Bureau continuously assisted in translating and preparing tax materials 
for other publications. Additionally, its library was greatly expanded and now contains well over 7000 
volumes on national and international tax matters, as well as more than 250 selected periodicals; many 
visiting researchers make use of these library facilities. , . 

GOALS 
The overriding goal of the Bureéu is to éerve the International community by collecting, evaluating and 
disseminating tax data in a manner which combines scientific objectivity with practical realism. 

Organization 
The Bureau is a public non—profit foundation established under Dutch law. Its policies are determined 
by a “Curatorium”, or board of trustees, composed of outstanding representatives of the government, 
business and academic communities in various countries. A managing director is responsible for Carrying 
out the goals articulated by the Curatorium. 
The Bureau is separated into four divisions: Library and‘ Documentation, which is responsible for 

'acquisition and maintenance of tax materials; International Tax Service, which prepares reports for 
governmental, business and scholarly purposes; Publications Department, which is responsible for the 
whole gamut of the Bureau’s publications; and the Administrative arm, which plans and coordinates 
Bureau activities. 

Correspondents 
Apart from its own Associates, who represent several nationalities, the Bureau avails itself of the coope- 
ative services of a large number of expert correspondents throughout the world. 
The pro gram 
1. Training ‘

V 

The Bureau seeks to prepare young lawyers and economists to meet the growing demand for international 
tax experts and offers to young post—graduates from developed and developing countries the opportunity 
to work with the Bureau. . 

2.. Renard; ’ 

The Bureau is focusing its research efforts upop a significant contemporary problem—the relationship 
between capital exporting nations and developing countries. Other impottapt research prbiects include 
studics of the tax aspects of economic integration and of the influence of taX'incentives on economic 
growth. 
5. Educalion

' 

The Bureau seeks to stimulate, and participate in, seminars and discussion groups, lectures and public- 
ations.

» 

4. Library and Dammen'tation 
The Bureau’s program of cataloguing and completing its set of materials will be continued in the frame? 
work of its library facilities which were much improved as a result of the move in 1963 to new quarters 
in an old city gate of Amsterdam. 
5. Report: 
The Bureau prepares reports containing factual data and legal appraisals relating to countries other than 
the countryof residence of the organization or individual who requests a report. 

III



INTERNATIONAL FISCAL ASSOCIATION 
Exemtive Committee 
Honorary President OWL Bodenhausen Dr. Paul Gmfir 
President Dr. Mitchell B. Carroll Prof. E. Schreuder g vice-presidents 
General Secretary Dr. K.H. Dronkers Prof. C. Cosciani 
General Treasurer F. de Vries Dr. C. Gahser 

g 
members

V 

- Prof. G. Vedcl 

The I.F.A. was founded on the I 2th of February 1938 by tax experts of a number of countries. Purpose 
and working-method are defined as follows in the Articles: 
(art. 2) the object of the Association is the study of international and comparative public finance and 

fiscal law, especially international and tomparative law of taxation, together with the financial 
and economic problems connected therewith. ' ' 

(art. 3) The Association shall endeavour to realise this object by 
a) organizing Congresses ' 

h) issuing a periodical 
a) founding one or more libraries and a_ documentation bureau 
d) any other appropriate measures. ~ 

In the following countries there are National Groups. Members living in one of these countries can 
approach the secretary of their grOup, whose addidss is stated below. 
AUSTRALIA C.J. Berg ' AUSTRALIE 

Commercial Bank Chambers (9th Floor) 62 Margaret Street, Sydney 
A q s T R I A Dr. Robert Bechinie, Gumpendorfcrstrassc 26, Wien VI A UT R I c H E 
BELGIUM A. van Canter, 191, Avenue du Roi, Bruxelles 6 BELGmUE 
B R A z I L ’ 

B R E s I L 
Dr. Gilberto dc Ulhéa Canto, Av. Almirafite Barrosso, 81-2° andar, salas. 1.236 e 1.23 8, Rio de Janeiro 
CUBA - c UB A 
Dr. David Masnata do Quesada, Bufete Lazo y Cubas, Edif. Ambar Motors, Calle 2 5 , esq. a. P., Vedado, ' La Habana 

v

V 

E G YI’T Prof. Nagib Yousef, 46 Falaky Stréet, Cairo E c YP TE 
F R AN c E . A. Jacot, 5 rue du Cardinal Mercibr, Paris F R A N c E 
GERMANY V ALLEMAGNE 

Dr. Carl Ganser, Bundesvcrband der Deutschcn Industrie, Habsburgerring 2—1 2, Kéln, I 0 
GREAT BRITAIN C.J. Bellenie, 6, St. James’ Square, London S.W. I GRANDE BRETAGNE 

I GREECE Dem. Tsfngris, 9, Rue D. Soutsou, Athénes (6) GRECE 
I 5 RA E L Dr. L. Berger ,c/o Jewish Agency, 1 7, Kaplanstreet, Tel-Aviv I s R A E L 
I TAL Y Prof. Cesare Cosciani, Viale Pinturicchio 24-, Roma I T A L Y 
VNETHERLANDS ‘ 

J.F. Spierdiik, Alex. Gogelweg 30, The Hague PAYS-HAS 
5 PA IN 

_ 
Prof. Narciso Amoros Rica, General Mola 15, Madrid 

_ 
E s p A GN E 

s WED E N B. Villard, c/o Swedish institute of Foreign Law, Fack Stockholm I s UE DE 
SWITZE RLAND Dir. Eugen Islet, c/o Schweiz. Treuhandgesellschaft, Freie Strasse 90, Basel SUI 3 SE 
UNITED STATES OF AMERICA ETATS-UNIS D'AMERIQUE 

' Dirck van R. Vtecland, 280 Park Avenue, New York, 10017, N.Y. 
URUGUAY vDr. Paul Ibarta San Martin, Ministerio de Hacienda URUGUAY 

CONDITIONS OF MEMBERSHIP OF TH IFA:
> 

I. (individuals): F]. 16.50 p.a. $4.50 
_ 

I 

II. (corporations etc.): Fl. '75.— p.a. s 20.—

IV
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INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION 
MUIDERPOORT - 124 SARPHATISTRAAT - AMSTERDAM 

European Taxation 
Published in English, European Taxation is a monthly review designed for the_business 
man, laWyer and accountant who needs practical. information relating to tax systems and 
problems in Europe. Typical articles published in recent issues of European Taxation, 
include: 

English Overseas Trading Corporations 
Alternative Means of Financing a Swiss Corporation 
Tax Treatment of Italian Dividends received by Foreign Shareholders 
Depreciation Allowance for a foreign permanent establishment in the 
Netherlands 

Certain topics are published as comparative 'analyses of all European countries. 
These include: 

Computation of Taxable Profits, Tax Procedure, Taxation of Mergers, etc. 
There are also a number of special issues, including: 

Survey of Taxation in Ireland—available as single issue at DH. 20. 
Taxation of Intercorporate Dividends Received in Europe—available 
as single issue at DH. 20. 
Survey of Taxation in Belgium—available as single issue at DH. 25 . 

The T ax New Service, inaugurated in January 1965, is a fortnightly, airmail service of ' 

recent tax developments as reported by the Bureau’s correspohdents throughout the world. 
This new sqrvice will be included in the normal subscription price to Eurapezm Taxation 
of Dfl. 125 per annum or available separately at Dfl. 30 per annum. , 

The Supplementarj Service to European Taxation is a loose-leaf service containing basic 
reference material in five sections: 
SectionA CORPORATE TAX RATES 
Section B INDIVIDUAL TAX RATES 
Section C TAX TREATIES

_ SectionD ABSTRACTS FROM OFFICIAL DOCUMENTS 
Section E A WORLD-WIDE BIBLIOGRAPHY WITH ANNOTATIONS IN ENGLISH 
Monthly issues contain material for all sections, and green master pages that give the date 
of publication and cuirent validity of all material contained in the service. 
Price: 

_ 

Basic vélume in two binders, Europe DH. 75, Non-Europe US $ 22.50 
1965 Subscription (including ' 

two binders): Europe Dfl. 125, Non-Europe US $ 37.50
. 

Sample copies of European Taxation and information on other publications are available
, on request.
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TAX AND OTHER INCENTIVES TO CAPITAL INVESTMENT 
' 

‘ 
1 

IN THE UNITED KINGDOM 
by 

T.W. ELLIOTT 

Since 1945,21 feature of the United Kingdom economy has been the use of tax 
mqasuxes to influenée investment in fixed assets. These measures appear to have 
rcaEhed a peak in-1963 when, in addition, the UK. government began to use 
direct monetary subsidies as an inducement to particular forms of capital ex- 
penditure. 
The features of the present system are as follows: —

. 

(i) Direct government grants Where expenditure in particular geographical areas 
leads to the creation of employment. 

'

- 

(ii) The withholding of depreciation allowances for tax purposes in respect of 
certain assets and the provision of accelerated allowances in-those cases 
where depreciation is recognised fof tax purposes. 
A 'tax allowance in addition to depreciation allowances. This is the so-called 
“Investment Allowance”. It will be seen that whereas accelerated depreciation 
merely redistributes over time an allowance of 100 %, the investment allow- 
ance enables a trader to receive relief in excess of 100 % of the cost of an 
asset. For this reason it is often said that accelerated depreciation gives a trader 

- an interest-free loan whereas the investment allowance is by comparison more 
in the nature of a “gift”. 

(1') The direct grant 
Certain (geographical areas of the United Kingdom “where a high rate of unem- 
ployment exists . . . and is likely to persist . . .” are designated as Development 
Areas. Where expenditure is incurred by a trader in these areas on buildings 0; 
plant; it is possible to receive a grant which in the case of a building can amount 
to 25 % of the cost of the building and, in the case of plant, can be 10% of thé 
cost. There are certain limitations as to what can be included _in the cost of a 
building—the cost of the site is excluded—and not all plant qualifies. Thus readily 
movable Jitems, such as vehicles and‘office machinery, are excluded. _ 

1 
There is one overriding condition to the award of a grant, which springs from 

the prime purpose of the legislation which is to reduce unemployment in the 
development areas. In dec'iding whether to give a grant in connection with a 
particular item of expenditure, the Ministef has to have regard “to the relationship 

4,5
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between the expenditure involved and to the employment likely to be provided”. 
This condition is referred to as the “cost per job”. Clearly the U.K. Treasury is not 
prepared to assist in the creation of ¢mployment_ regardless of cost,—there is an 
unspecified maximum “cost per job” which goverhs the response of the Minister 
to claims for grants.

’ 

The grants can be received by anyone Icar’ryihg on “any trade or business or 
any other activity providing employment”, and it should be added that the 
Minister is also empowered to make loans eithe]; alternative or additional to the 
grants. " ‘ I V 

‘ 
I 

1. 
_ V 

The grant reduces the cdst of the asset cCernéd for tax purposes so that tax 
allqwances are} based on net cost after grant.

7 

(ii) Accelerated depreciation for tax purpom 
.

. 

Historically the United Kingdom tax system starts from the View that depreciation, 
being a “running down” of capital, is not allowable at all as a business expense. 

rigid view has long been abandoned but its influence remains in that an 
allowance for“ depreciation has to be speCifically covered by législatjon. This 
means, firstly, that only certain assets are granted depreciation allowances‘for tax 
purposes,—for_ example no tax allowanées are due'for depreciation in the caSe of 
office buildings, shdps, hotels andlrshowroorhs, And secondly, that'th'e rate' of 
allowance has been vari_ed b'oth overtime and between different assets, It is fair 
to say that the U.K. “capital allowlanccs” pay only lip service to commercial 
deprcéiation. They are used‘ quite deliberately to stimulate ’or retard capital ex- 
penditure. ' 

p ' 

Where assets do-rank for tax allowances, the basic principle has been to allow 
the cost of the asset to the trader over a period of years. There is an Exception to 
this. In the case of an industrial building, allowances are always based on the 
original cost of construction no matter at what' price a building may change hands ' 

subsequently. This apart, when an asset is acquired,>allowavnces are given on the 
basis of the 'cost to the trader. If his subsequently sold, a balancing adjustment is 
made with the intcntion that the total allowances received by the 'trader are equal 
to the net cost of the asset to him (original cost less proceeds). 

_

' 

'The granting of accelerated allowances means simply that the allowances tend 
to be relatively large in the early years of the asset’s life, the allowances in late: ‘ 

Years being much smaller. The degree of acceleration is achieved in several ways. 
Firstly, in the case of Plant and Machinery Arid of Motor'Vehicles, What is 

knbwn as the Annual Allowance is usually given on- a ‘geducing value’ basis. 
The annual allowance in year I is based on cost, the‘annual allowance in year 2 
on cOst less the allowances ,of year I and so on. The alternativ‘emethovd is to use 
What is known as the straight line method by which the annual alloWaince is always
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a fixed percentage of original cost. The trader has a choice, An example will show 
the degree of acceleration brought about by the reducing value basis. In the cause 
of a motor vehicle, the straight line rate is 112’:% Whereas the reducing balance 
percentage is 25. Thus the allowance per £100 of expenditure is £25 in year I and 
approx. £19 in year 2 on the reducing value basis, whereas it is £ I 1.25 in each case 
on the straight line basis. Within a system which aims to give 100 % allowance 
over a period, the reducing value basis brings an appreciablexdegree of acceleration. 

Secondly, acceleration is accomplished by what is knowri as the Initial Allow- 
ance. The annual allowance rate is given, at its prescribed rate, annually. The 
Initial Allowance is given as an extra allowance in the first year only. However, 
it is feally’ an adVance instalment of the total alloWaflces—it enables the trader to 
anticipate some of his annual allowances. In the case of a motor car used for trade 
purposes, the initial allowance at present is 30 %. Over the years, the trader can 
expect to réceive allowances totalling IOO % of the cost of the asset. He receives 
an annual allowance of 25 % plus theinitial allowance of 30 % in the first year—a 
total allowance equal to 55 % of original cost. The remaining 45 % falls to be 
allowed at the rate of 25 % (reducing value basis) in later years. ' 

Not only has the initial allowance varied from time to' time as the economic 
situétion has required, it has also varied according to the type of asset concerned. 
For example, it is higher for plants than it is for~ industrial buildings. 
Under the heading of accelerated depreciation, mention should be made of a 

recent development. In the case of two classes of expenditure, accelerated depreci- 
ation has been carried to the limit in that 100 % of the cost of an asset can be written 
off in the first year. This is possible in the case of any asset used for scientific 
research purposes whether the asset is land, buildings, plant or vehiclesa It is also 
possible in the case of any new plant or machinery used in a development area. 
This latter allowance is meant of course to reinfofce the grant system noted 
earlier. However, there is no employment test in the case of the taxallowance. 

(iii). TIM “tax gift” 
In respect of expenditure on new assets where those assets rank for normal 

depreciation allowances and with the exception of motor cars used other than for 
scientific research, the U.K. tax law provides for an investment allowance. The 
trader is allowed to write off for tax purposes more than 106 % of the cost of the - 

asset. Like the initial allowance,'the investment allowance is given in the first 
year but, unlike the initial allowance, it is not an anticipation of the allowances of 
later years—it is an extra allowance. Thus in the case of a new ship, the investment 
allowance ‘is 40 % and the annual allowance is 15 %. The combined allowances in 
the first year total 55 % of cost and the annual allowance in the second year is 
approximately I 3 % (i.e. 15 % of 85 %) of cost, and so on. The investment allow- 
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ance vaiies from 15 % \for industrial buildings to 30 % for plant and commercial 
vehicles, and to 40 % for ships. » 

In the case of buildings, plant 
ance is reinforced by an initial allowance. 

C onclmz'on 

and commercial vehicles, the investment allow- 

The UK. system gives cash grants and tax allowances which fail very unevenly 
over the various types of capital expenditure with which a businessman may be 

Table I - 

_ 
Net cost 

Maximum Minimum Annual after dis- 
Type or location Gross direct net Invesmant Initial allowance counted 
of asset outlay grant outlay allowance allowance (First year) tax 

allowances 

(A) (B) (c) (D) (E) (F) '(e) (H) 
Revenue in effect 
expenditure IOO ' NIL IOO NIL NIL 100 51 
Land, shops, 
offices, show- 
rooms and hotels we NIL IOO NIL NIL NIL Loo 
Industrial

I 

buildings IOO NIL 100 I 5 5 4* 66 
Cars 100 NIL IOO NIL 30 25 5 8 
Industrial build- * 

ing in a develop- , 

ment area 100 2.5 11.25 3.75 3* so 
Plant located 
outside a devel- r 

' opment area 100 
Commercial 
motor vehicles 100 
New scientific 
research assets 100 
New pl‘ant 
located in .a 
development 
area 100 

75‘
I 

" Straight line basis 
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concerned. This is deliberate. _The-U.K. Government aims to influence business' 
decisions and a businessman concerned with maximising his revenue and mini- 
mising his costs would do well to heed this. Particularly should he have in mind 
the effect of grants and tax afloWances On- the NET cost of capital expenditure. 
Table I yupm selects various types bf expenditure and indicates how the net 
cost varies. For comparative purposes, the opening figure relates to an item of 
revenue expenditure, e.g. wages. The end column (H) is the most significant. It 
rests on the assumption that a given asset is used in the business until worthless 
and on the assumption that the business earns sufficient profits to use the capital 
allowances as they fall due. It represents the minimum net outlay less the flow 
of the tax relief discounted back to present value at an arbitrary though not un- 
reasonable rate of 7 %. The figures are approximate but sufficiently accurate to 
illustrate the wide spread of net costs; ’ 

Embimen: ' PROF. DR. OTTMAR BUHLER 
P R I N Z I P I EN 

- DES INTER‘NATIONALEN STEUERRECHTS 
290 Seifen Gang Leirzen DM 50.- 

’Die Entwicklung der Wirtschaft in den letzten Jahren hat mehr und meht Zur Entstehung von 
immcr umfangrcicheren Untemehmcnszusammenschlfissen geffihrt. Glcichzeitig haben auch 
die internationalgn Verflechtungen dc: grossen Gcsellschaftcn in allen ffinf Weltteilen stark 
zugenommen und sind noch immer im Wachscn begriffen. Diese zunehmcnden Vcrflechtungen

' 

batten ihre stcuetlichen. Konsequenzen auf dem Gebiete des internationalen Steuerrechts.. 
' Auss'erdem gab es in zunehmendem Masse intemationale Festsetzungen fiber die steuctlichc 

Behandlung der Entwicklungshilfe. V 

' ' 

.

' 

Alle diese Entwicklungen liessen schon seit langcm die Ftage angczeigt erscheinen, ob es nicht
' 

lingst an der Zeit Ware, diese und vielc anderc Fragen des IStR auf ein System zu bringcn und 
seine Prinzipien aufzuzeigen. 

'
‘ 

Dieser Versuch wird hie: von einem bewfihrten Vertretcr des Steuerrcchts untcmommcn und -»

‘ 

nach Io-jéihriger Arbeit der- Oflentlichkeit vorgelegt. Diekomprimierte Form det Datstellung 
die den umfan'greichen Stoff auf 260 Seiten zu meistem versucht, wird Von den sch: vielen 
Interessenten'an diescr im internationalen Wirtschaftsleben hochwettig‘ gewordene‘n Matetie 
als gross'c Erleichtcrung zum Eindringcn in die schwicrige Ptoblematik empfunden werden. 
I 

Amlieferung dyflb dd: Internationfle: Steuerdakumentaliombfiro ft'ir die Bundenepublik Deutublagd 
dgmh C .H . Beck’ube VerlagIbutMand/uflg, Mfinrben #7151 Berlin _



'MAJOR TAX REFORMS IN ISfiAEL 
by 

DR. E.W. KLIMOWSKY
\ 

Simultaneous with adapting of the personal and social relief provisions in the 
Income Tax Law to the present purchasing power of the Israel currency, the 
'system of direct taxation in Israel has undexgone a considerable change in the 
direction of a full-scale property gains tax and the liability of profits. An interesting 
attempt to induce the workers to stay for long periods in the same enterprise is 
the exemption of severance pay from workers’ benevolent funds which have 
accumulatéd during the employment of the same worker for at least ten years 
with the same enterprise or the same fund. The exemption for severance pay has 
been absolutely limited to IL 2000 for every year of employment. 
The most important changes, thowever, affect the tax system of Israel as such. 

Liability to income tax is based on the geographical source of income in Israel and 
not on the residence of the taxpayer. As regards the progressively graduated in- 
come tax proper, this source—concept has now been widened. The place of income 
is not only where the business is being conducted and controlled, but in the case 
of a profession also if the taxpayer is “usually active” in that profession in Israel or, 
in the case of income from employment—if the non-resident employee is working 
in Israel for more than 90 days and his repective income therefrom exceeds 5000 
Israeli Pounds (I 650 US $5). On the other hand, if the employer is an Israeli resident, 
his employee outside Israel is d¢emed to have derived his income from Israel for 
a period of at least four years which becomes indefinite if his employer is either- 
the State of Israel or one of the National Funds or another public body. 

Depreciation granted in Israel still adheres to a very rigid system, viz. the 
respective property must be listed with a certain percentage of yearly depreciation 
fixed beforehand in a list which is very rarely enlarged, and the depreciation as 
such is based on the historic value of acquisition which only in recent years has 
on occasion been increased due to the declining purchasing power. The transfer 
bf the depreciable assets without transfer of control does not change that reference 
to the historic value. In order to counteract the circumvention of the transfer of 
control, the concept of “control” has been very much widened so that even if the 

. direct influence has been transferred, but control is retained even indirectly, it is 
nevertheless considered not to have changed hands. If in fact it has changed hands 
but is being returned within‘three years, the transfer of the control is disregarded. 

In order to cut down deductible CXpenses, the previdus provision that the 
Income Tax Commissioner ‘might not recognise superfluous expenditure, has
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been. retained and, moreover, the Finance Minister has been authorised With the 
consent of the Finance Committee of the Legislative Assembly to issue rules for 
deducting of expenditures and also for the means of prOof of \such expenditures. 
The most striking novelty concerns the capital gains tax. This tax had been 

restricted to depreciable assets used in the taxpayer’s trade or business. Now it is 
general, except for personal efi'ects of the taxpayer and his immediate family and 
those assets, which are already subject to the Land Appreciation Tax and the tax 
on registered securities on the Tel-Aviv Stock Exchange and, of course, goods and 
merchandise subject to regular income tax. Here might develop deviation from 
the source-of—income concept inasmuch as the new law also includes profits from 
property outside Israel if the sale has been made outside Israel, the owner is a 

non-resident and the property concerned consists directly or indirectly of a right 
to property in Israel. The previous distinction between long— and short-term 
capital gains has been abolished and substituted by a general maximum'of 25 %: 

. for 16 years, 5 % of the tax (25 %) is deducted each year from the previous per- 
centage balance; after 18 years there is complete exemption. 

Profit which would qualify as capital income as well as business income, shall 
be taxed as business profit.

I 

The previous tax exemption on gain from the distribution of assets in the 
liquidation of a corporation or other legal body has been abolished, 'and the 
Assessing Officer has been authorised Ito tax any profits if the liquidation has not 
been terminated within two years, provided an extension has not been granted. 

Stock dividends and shares acquired as consideration for the transfer of an 
asset to a company in which the transferor has 90% voting power are taxable 
only on the sale of the respective shares, which are then given a value on equal to 
the original shares or the property at the time of the transfer. 
New immigrants have been granted a four (instead of two) years tax holiday for 

profit bought about from the sale of property owned prior to their immigration. 
The Income Tax Commissioner may, in order to aid in the tax collection, 

require banks and holders of securities for other persons to supply full informa- 
tion on those securities and the respective business transactions; for the same 
purpose, graduated fines have been introduced for the delay in filing tax returns 

. or in deducting tax from wages.
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,_TAXATION 0F CORPORATIONS IN ,THE HASHEMIT 
KINGDOM OF JORDAN 1 - 

. 
by

, 

., * SA. AD I. NIMRY 

The system of taxation in Jordan has undergone a series of changes in recent ‘ 

years and yet it still has some vestiges of Ottoman origin. It really needs a full 
recasting to come into line with modern developments that are taking place in 
the country. 

' V 

The chief-sources of Government revenue are the following: 
A T axe:

I 

1, Customs Duties (1) 8c the Additional Tax on imported goods 
2. Excise Duties (different rates) 
3. The National Guard Tax (2) 
4. Income Tax (3) ' 

‘ 

5. Building & Urban Land Tax (4) 
6. Social_ Services Tax (5) 
7. Animal Tax (6) ,_ 

8. Agricultural Land Tax (7) 
B Limzce: 
1. Import Licence Fees (8) 
2. Road Transport Fees (9)

' 

5. Trade Licence Fees (10) 
4. Registration Fees of Motor Vehicles 
5. Miscellaneous Fees 

* Author is a graduate of the American University of Beirut, Lebanon in Economics. Sometimes he was 
the undersecretary of the Ministry of Finance, Jordan and laterv the Secretary General of the Development 
Board, Jordan. He was also, when in Governmentservice, the Governor of the International Bank for 
Jordan. Presently he is the Regional Partner and. Manager of the well known Audit Firm of Saba & Co. & Fellow of the Middle East Institute of Associated Public Accountants. 

. Law No. I, 1962 & the tariff of 1962 

. Law No. 33, 1954 
Law ‘No. 12, 1954 up to March 31, 1963 8: Law No. 25, 1964 thereafter 

. Law No. II, 1954 - 

. Law No.89, 1953 8: Law No. 15, 1954 ’ 

. Law No.18, 1963 

. Law No. 5', 1952
V 

. Regulations No. 2, 1956 r 

. Law No. 53, 1959 8: Regulations No. 2, 1960 
. .Law No. 36, 1958 & Law No. 37, 1960H 

00004 
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Fee: ~ '.

' 

Additional Fees and Charges (11) 
Stamp Duty (12) 
Land Registration Fees (13) 
Court Fees’ 
Veterinary & Quarangine Fees 
Passport Fees

' 

Miscellaneous Fees 

'Pf‘n 

>19??? 

Posts, Telephohes & Telegraphs Services 
Revenue of State Domain 
Interest and Dividends 
Royalties & Miscellaneous Revenue 

Foreign Capital 
' Jordan needs capital for development, and therefore, it welcomes foreign in- 

‘vestment. And for this reason, Law No. 28, 1955 entitled “The Encouragement of

\ 

Investment of Foreign Capital” was put into operation. 
According to this Law any interested ‘party may apply to a Committee of 

Development giving full details of the project they intend to finance and the 
amount or nature of capital they propose to bring in. _ 

The Committee will then consider the application on three grounds: 
(I) That the project is economically feasible 
(2) That the project does not injure any existing industry or project. 
(3) That the coming foreign capital does not carry with it any objectives 

contrary to public interest. 
Once they assure themselves of these matters, the Committee will approve 

the request and assign the proportion of foreign capital that is needed. They will 
also'instruct the Government Department’s concerned to facilitate the conclusion 
of formalities and the i_ssuing of work permits for foreign officials, consultants 
and skilled labour. ' 

The Committee shall forward the decision .to the Council of Ministers'for ‘ 

Final approval.' ' 

‘ 

-
’ 

Article 5 of the Law gives Foreign investments the following facilities: 
1’. Exemption of customs duties and taxes in' accordance with article 6 of 
Law No. 27, I955 “The Encouragement and Direction of Industry”. 

11. LawNo. 131948 8: Regulations No. 2, 1956 v 

12. Law No. 27, 1951 and amendments: Law Nos. 6 & 8, 1953, 
Law No. 25, 1956, Law No. 5, 1957 8: Law No.46, 1958 

13. Law No. 26, 1958 85‘ amendments: Law No. 5, 1961 & Law No. 6, 1963: 
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2. Treatment of foreign capital invested in development projects other than 
those governed by Law 27 in the same way local capital is treated. 

3. The right of repatriation of profits. - - 

4. The right of repatriation of capital by instalments after one year of operation.
( 

Rgixtration 
Foreign Companies or branches are required to register with the Controller of 

Companies at: the Ministry of National Economy in accordance with the provisions 
of the Compagm'es Law No. 12, 1964. ' 

Chapter 12 of the Law deals with foreign companies. For registration purposes 
the application should be supplemented by the following statements: 

I. A certified copy of the Memorandum of Association & Articles of Associ— 
ation of the Company in the Home Country. - . 

2. Evidence to prove that the Company has had the approval of the responsible 
authority in the Hashemite Kingdom of Jordan to conduct business and 
invest capital in accordance with any laws, Regulations or instructions in 
force. 
A list of names of the Board of Directors and citizenship of each director. 

4. A certified Power of Attorney by which the Company authorises aperson 
normally resident in Jordah to run its business and to receive notices. 

5. Any information or statements the controller of Companies may require. 
The application together with statements will then be submitted to the Minister 

of National Economy. The Minister may approve or refuse the registration. 
The foreign registered company shall submit to the Coptroller within three 

months of the close of itsfinancial year a report on its operations and one copy 
of its Balance Sheet signed by auditors. The controller has the right to inspect the 

KN 

. 

registers and books of the company if he deems advisable. 

Taxation ' 

, . 

. Taxation of foreign companies is the same as that of JordanianVCompanies. They 
are subject to a Trade Licence Fee payable every year. The fee; differs in relation 
to the‘nature of business .the Company is undertaking but generally the amount 
involved is insignificant. Companies are also subject to Income Tax. The rate is 
25 % of the yearly profits plus 2.5 % of profits for Social Services; Companies are 
required ‘to withhold such taxes and pay them to the Income Tax Authorities. 
The new Income Tax Law which comes into force as from April_1, 1965 does not 
differ from the 01d Law of 1954 in this respect. But according to the old Law there 
was a refund of Company Tax for individuals whose rate of tax is less than 25 % 
[or additional payment by individuals Whose rate of tax exceeds 25 %. The Income 
Tax on oil producing companies is so % of profits' less royalties.
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The Inco'rn‘e Tax Law charges the companies' with deducting from the salaries 
of employees income tax payable by them according to rates. The rates accofding 
to the old and the new Laws are set heréunder: '

' 

LawNo.12, 1954 ‘ 

v 

' Law No. 25, 1964' 
,, 

J.D. % : % ' 

First , 400 5 \ First 
' ' 400 '

5 

- Next ‘ 400 7 Next . 400 - '7 

Next 
V 

400 
_ 

IO . 
Next 400 I 16 

Next 400 15 Next . 400 . 15 
v Next ' 400 20 ‘ Next 400 20 
Next 400 26 Next | 400 25 
Next 400 32 Next 400 30 

Remainder 40 Next 200 ' 

35 - 

Next 
7 

2000 40. 
Next 2009, 45» 

Remainder 
, sci 

Persons are givén family relief and other relief as follows: 
J.D. 

Personal relief _/ 

I 

I 50 
Wife ‘ 

V 

' Ioo 
Ist Child _ 

» . 25 
2nd Child . 20 
3rd Child V 

‘ 

‘ 15 

_ 
4th Child 7 , 10 
Provided children are below 20 years of age 
Universitx Education 'of a child 200 
Life Insurance (Maximum) I 50 

Companies are liable to other fees and taxes. For instance, the financial papers 
and vofichers of companies are subject: to Stamp Duty according to the official

V 

schedule ofduty. Registration fees are paid in proportion to the capital of the 
Company and fees for publication of registration in the Official Gazette. Certain 
Companies are liable to payment of excise duties if they manufacture liquers or 
cigarettesvor the like. The one COmpany which manufactures cement in Jordan 
pajrs for eééh ton produced ].D. 3.200 fils to phe Government as National Guard 
Tax. Of course, customs duties and Additional Tax on imported goods are also 
payable by companies on an ad valorem basis. They also pay Import Licence fees 
at the rate of 2 % of the CIF value and 2 % on foreign exchange permits, But ifa
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company deals with the importation of agricultural equipment it is not subject to 
, duty. Likewise, if a company is engaged in agricultural produce or cattle breeding 

it is not subject to Income Tax. Companies occupying rented premises have to 
pay 3 % of the rent as Educational Tax. If they own premises they have to pay a 
property tax which is 15 % of the rent, a third _of which goes to municipalities. 
Motor vehicles used by a company are subject to Registration & Road transport 
fees. All these dues‘ except Income Tax on the profits are charged-to expenses of 

TAXATION OF CORPORATIONS 

the company. 

Guides to Taxes in Ireland 
A complete survey of the Irish tax system with special emphasis on Income tax, Surtax, 
Profits Tax, Double Taxation and Profits Tax Exemption. Property taxes, Turnover 
Taxes, Stamp duties and Customs and Excise duties are also covered. 
PRICE pan ISSUE EUROPE DFL. 20 NON EUROPE USS 6 

Survey of Belgian Income Tax 
An analytical study of the new Tax Reforms with respect to the Belgian Income Tax 
Code. Contains a detailed discussion of the new Laws illustrated with practical‘ examples 
and a diséussion of the effect of the tax reform on Belgian tax treaties. The survey also 
contains a comparative analysis of the previous and present systems.

V 

PRICE pan ISSUE EUROPE DFL. 25 NON EUROPE 05$ 7. so 

Taxation of Intercorporate Dividends Received in Europe 
A comparative survey on the tax treatment of intercorporate dividends, with special 
emphasis directed to the question of whether corporations are granted any form of relief

_ 

from intercorporatc double taxatioq on domestic or foreign dividends received. 
PRICE PER ISSUE EUROPE DFL. 20 NON EUROPE (15$ 6 
The above studies are Special Issues of EUROPEAN TAXATION and may be ordered 
from ‘ 

v
' 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION 
Muiderpaorl — Sarpbatixtraat 124 — Amxterdam 
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WORLD TAX REVIEW 

COMMON MARKET 
BIBLIOGRAPHY 

We: ixt wax in: Gemez'mzzmm Ma‘rkt, HEIDELBERG F.C., D. SCHNITZIUS, K61n;Carl Hey- 
'manns Verlag KG, 1964, pp. 127. . 

v 

. 

- 

I

A 

A book with references to the history, the aim, the organizations of the Common 
Market, established by the Treaty of Rome January 1, I958.' The book contains an 
alphabetical glossary of terms. 

' ‘ 

GERMAN DEMOCRATIC REPUBLIC 
BIBLIOGRAPHY 

Dam Steueryxfem in der Iouy'etz'uben Bemlzungszane Deutxcblandx, 'KITSCHE A., Buerschg 
Druckerei Dr. Neufang KG, Gelsenkifschen-Buer, 1960, pp. 178. ‘ 

A study of the tax system in Eastern Germany and its financial and economic back: 
ground. The author explains the purposes of taxation according ’to the political ideas 
governing Eastern Germany and shows the fprmation of the tax administration. He 
then gives a survey of the various taxes levied and concludes with 'a series of statistical 
appendices.- 

GERMANY 
BIBLIOGRAPHY 

Die Feb/erbericbttgmg dumb Neuvemnlagmg der Vermo'gemteuer gemiss S13 Abs. I Ziff. 
I VStG, WOLF, N.G., Ver‘lagsbuchhandlung des Instituts dér Wirtschaftsprfifer 
GmbH; Dfisseldorf, Schriftenreihe des Instituts ffir Steuerrecht det Universitit zu 
K6111, Band 49, 1964, pp. 124. y . 

This book discusses the correction of mistakes made in assessing the networth tax. 
There is a provision in the Valuation Act (Bewertungsgesetz § 22(1)1) that assets having 
a value which is subject to fluctuations will be valued twice within the period of assess- 
ment if the fluctuation exceeds certain limits. A similar provision is included in the 
Net-Worth Tax Act (V ermégensteuergesetz § I 3(I)I). These provisions are analyzed by 
the author who selects the latter‘as the most appropriate manner of correcting mistakes 
in a net-worth tax assessment. ‘

- 

Die Grundxd'tze ordnungxmdkszger But/s'ibrung, LEFFSON U., Verlagsbuchhandlung des
V 

Institutes der Wirtschaftspriifer GmbH, Dfisseldorf, 1964, pp. 300. 
V This book is published because associations of accountants in the United States and ‘
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Germany expressed the need for the principles underlying the Whole activity of ac- 
counting and operation of enterprises. The authqr who is a professor at the University 
of Mainz, first explains the theory of ordinary accounting; he then discusses the prin— 
ciples of documentation: i.e. to be just, clear, complete, limited to a fixed period, 
comparative and guarded. ' 

Die Stéuem, Grand/ink)! eine: Rationale” Sylterm Ofleflt/icber Ahgabm‘, HALLER H., ].C.B. 
Mohr (Paul Siebeck), Tiibingen, 1964 pp; 4 3 1 . 

A study of the principles of a rational system of levying duties, especially taxes. The 
author considers that discussion about “Why taxes” and “what taxes” is not relevant 
since the first half of this century. Most discussions pertain to -rates and practical appli- 
cation of taxes. 

I 

'

' 

The author analyses the thinking of the principles of taxation, as they have develop—~ 
ed by experience over many years. He aims to show the principles of a modern, rational 
system of taxation. He concludes by discussing the possibility of tax harmonization 
between several countries. 

Ent‘ck/ungxbz'lfi—Steuergesétz Kommentar, B6RNSTEIN U., Verlag August Lutzeyer, 
Baden-Baden, Schriftenreihe zum Handbuch der Entwicklungshilfe Heft 12, 1964, 
PP- 84. 
This booklet gives the text of the 'act of December 23, 196 3 and the explanation there- 

to which provides for tax incentives for the investment in developing countries. The 
investment may be done either in supplying capital or in supplying machines and other 
business assets. The incentive includes both an accelerated depreciation and a tax—free 
reserve. The author is an employee of the Ministry for Economic Cooperation. 

Entwitklyngxtma’mzefl de; Hande/J- um! Stéuerrecbts, Bericht fiber die Fachtagung des 
Instituts der Wirtschaftspriifer in Deutschland e.V. am 50. und 31. Januar 1964 in 
Mfinchen, Verlagsbuchhandlung des Instituts der Wirtschaftsprfifer GmbH, Diissel- 
dorf, 1964, pp. 143. 
This is a report of the lectures held by various experts on “developments in commercial 

and tax law” on January 50 and 31, 1964 in Munich before the German association of 
accountants. 

Kommmlar zur Einkommemz‘euer and Ko'merubaftxfeuer, HERMANN C., G. HEUER, A. 
HEINING und 0. VON SCHILLING, Kéln, Verlag Dr. Otto Schmidt KG, loose—leaf 
publication. 
A review of supplement 59 to this highly valued commentary on German Income Tax 

appeared on p. 275 of Volume XVIII no. 7 of the Bulletin. Since that time we received 
Supplements 60 and 61. Supplement 60, published in August, contains 212 pages. The 
price is DM 16.—. It includes developments in the taxation on income from leasing and 
renting and the developments in the taxation of non—residents. Supplement 61 , published 
in October, contains 324 pages. The price is DM 24.40. It includes developments in the 
provisions for' the valuation of business assets and mergers,

‘
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Steuererlaxe in Karteiform, FELIX G., D. CARLE, Kéln, Verlag Dr. Otto Schmidt KG, 
1964, loose-leaf publication of 7 volumes. -

7 

Since our review on page 273 of this volume of the Bulletin, we have received the 
supplements 3lzi'to 37 inclusive. They contain decrees Within the field of all important 
German taxes, bringing the main volume up to date to September 1964 inclusive. 

Sieueryariatz'onen am al/er Welt; new Troxtbi/der fz‘ir Steuerzab/er am 5 \Erdteilen, PAUSCH, 
Alfons, Kbln—Marienburg, Verlag Dr. Otto Schmidt KG, 1964, pp. 72, DM 8,80. 
“Capita selecta” of taxation from all over the world both in ancient and modern 

times is 'reproduced with 30 photographs and a commentary. The two previous 
pocket editions published by the same author (Steuerkuriosa seit Menschengedenkcn; 
Steuerseufzer mit Dckor) consisted primarily of humour and curiosities in European and 
Near Eastern history. This pocket edition gives sketches from all continents. These 
books are suitable as Christmas, birthday gifts, etc., to persons interested in taxation by 
virtue 'of their profession or merely as long suffering tax payers.

‘ 

. INDIA 
BIBLIOGRAPHY 

Direct T ax Laws 1964-65, DASTUR S.E., H.M. DAMANIA, ].E. DASTUR, Published by' 
A.S.1Pandya for N.M. Tripathj Private Ltd., Princess Street, Bombay-2, ~I 964; pp; 680,‘ 
Rs. 20. 

'

1 

This book concerns the amendments of the Direct Tax Acts enacted by the Finance 
Act 1964. The latter is the longest Finance Act in Indian tax history. The amendments 
encompass the Income Tax Act 1961, Estate Duty Act 1953, Wealth Tax Act 1957; 
Expenditure Tac Act 19 57, Gift Tax Act 19 58, Compulsory Deposit Scheme Act 1963 
and the enactment of the Companies (Profits) Surtaxr Act 1964. v 

'

. 

Part I of this book provides the full text of the Income Act Tax 1961 as updated b 
‘ the amendments made by the Finance Act 1964, (the latter being shown in italics. Com- 
mentary‘ is confined to the amendments only. ‘ \ 

Part II prescribes the rates of income tax, super tax and the annuity deposit. 
Part .111 contains the' amendmehts made in the other Direct Tax Acts stated supra; 
Part'IV is devoted to the.Companies (Profits) Surtax Act 1964. 
The’amendments to the Income Tax Rules 1962 appear in Appendix V. 
The present book must be considered as a supplement to the book “The Law and 

Practice of Income Tax”,by the authors, ].B. Kanga and N.M. Palkhivala. That book 
discusses the Income Tax Act 1961 as updated to November 19, 196 3 in detail..Anothér 

- supplement which is expected to be ready shortly, to wit, Supplement to Dire‘ct Tax La'ws 
1964—05 by the same authors of the present book must again be considered as a Supple:- 
ment to the main work. The expected supplement Will consider in detail the other amend- 
ments, such as the Surtax Rules, Annuity Deposit Scheme 1964, Direct Taxes (Amend- 
ment's) Act I964.- '

S9
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ISRAEL 
TAX NEWS 

Widened power; for Axeuing Ofiwr to obtain 
ill—formation 
Recent original and delegated legislation 
has considerably increased the autho- 
rity of the Assessing Officer to obtain in- 
formation about the income of the assessee 
and other persons. 
a) Professional secrecy of lawyers. 
Under section 90 of the Chamber of Ad- 
vocates’ Law, 1961, “an advocate shall 
not disclose in any legal proceeding or 
in any inquiry or search any communi- 
cation or document passed between him 
and a client and substantively connec- 
ted with the professional service ren- 
dered by him to the client, unless the 
client has waived the secrecy thereof.” 
This provision led to a vehement dis- 
cussion of the right of the Assessing 
Officer to obtain information from ad- 
vocates about the various transactions of 
their clients, conducted with the profes- 
sional assistance of their lawyers. The out— 
come is the Fourth Amendment Law of 
the Income Tax Ordinance, 1964 (Book of 
Laws No. 423 of April 2, 1964, pp. 86-87). 
Under the new Amendment the Assessing 
Officer may ask a lawyer for the delivery of 
a certain document and if the lawyer claims 
the privilege of professional secrecy which, 
in fact, is a privilege of his client and under 
the Chamber of Advocates Law can only 
be waived by the client himself, then the 
Assessing Officer may, nevertheless, take 
the document without inspecting it and 
deliver it in a closed envelope either to the 
District Court in the area in which the 
lawyer’s office is situated or to a single 
magistrate or judge who has to deliver it 
to the respective District Court. Within 7 
days after the filing of the respective 
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document in the sealed envelope the 
President or Relieving President of the 
District Court has to hear the case and he 
is bound to hear the pleadings of the 
advocate; he is also entitled to hear 
the pleadings of the Assessing Officer. 
Then decision will be given as to Whether 
the document is privileged or not. In the 
latter case it would be handed over to the 
Assessing Officer, and in the former case 
returned to the advocate. This procedure 
applies also to a document which is only 
partly privileged. 
17 ) The Ministry of Police in an Order 
published in the Kovetz Hataknoth N0. 
1560 of March 19th, 1964, p. 979, has 
authorized the Assessing Officers who, 
under section 227 of the Income Tax 
Ordinance, were entitled to conduct' 
criminal investigations and searches, to 
arrest any person under the same circum- 
stances under which a policeman may 
make an arrest. This means that without 
a warrant of arrest this may be done if the 
Assessing Officer has reason to believe that 
the respective person has committed a 
crime or has in his presence committed an 
oEence punishable with imprisonment ex- 
ceeding 6 months, or if he obstructs the 
Assessing Officer or tries to escape or 
refuses to give his name and address. 
Under the Income Tax Ordinance (section§ 
217, 219 and 220) especially the rendering 
of false account without justification and 
the failure to pay deducted tax to the 
Assessing Officer and all the income tax 
ofl'enses committed wilfully and with the 
intent to evade tax are punishable With 
more than 6 months imprisonment. 

Extate Dmfy Law (Amendment No. 3),
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1964, publixbed in Book of Law: 454 of 
7.8.1964.

s 

. Though called an Amendment, the neW' 
law practically replaces the previous law 
of 1949 with the two Amendments of 1965 
and 1957. \Vhilst the Israeli Income Tax 
Law still adheres to the principle of the 
geographical source 'of income, the Estate 
Tax follows the system of residence, 
namely the estate of a permanent resident 
of Israelis liable to Israel} Estate Duty all 
over the world whilstthe estate of a non- 
resident is liable only inasmuch as it is 

situated within Israel. Every heir is liable 
to tax on his share of the estate; and the 
administrator of the estate is liable for the 
tax of the Whole estate. The same prin— 
ciple applies to persons having possession 
of the whole estate or any part thereof 
without being heirs. The taxable estate is 
the net residue of the estate, namely thg: 
estate after deduction of the general and 
personal allowahces. General allowances 
are those under the Law for the Encoura- 
gement of Investments and all expenses as 
well as the first Io.000,- Pounds, whilst 
personal allowances are 5000; Pounds for

' 

the surviving spouse and 15.000,- Pounds 
for a son of less than 22 years, $0.000,- 
Pounds for a son above that age and 
I7.500,-~or 22.500; Pounds for a younger 
or older son who is unable to support 
himself; also 5000; Pounds for each of 
the parénts of the deceased. 
The tariff rises from 5% on the first 

35’.o_oo,- Pounds to 10% for the next 
55.000; IL, I 5% for the next 4o.ooo,- IL, 
20% for the next 45 .ooo,- IL, 25% for the 
next 45 .ooo,- IL, 30% for the next 50,000,- 
IL, 35% for the subsequent 50.ooo-, IL, 

40% for the next IOO.OOVO,- IL, 45% for ' 

the next Ioo.ooo,— IL, 50% for the next 
250.ooo,- IL, 55% for the next 250.ooo,- IL 
and 60% for any balance. 

Certain provisions tend to increase the 
extent of the taxable estate, by nullifying 
certain tax avoidance transactions e.g. 

where the estate is jointly held, the 
deceased in contemplation of death cannot 
transfer his interest in the estate to the 
others Without éonsideration. Any gift 
made within five years prior to the death 
belongs to the estate as well as mar- 
riage gifts in an exaggerated degree to 
a son or another person. If the deceased has 
paid insurance premiums, the insurance 
money belongs to the estate as well as 
superannuation payments by the employer. 
No deduction is allowed for maintenance 
payments. Debts are deductable. But, if 

the deceased is a non-residen't and .the 

creditor is also a non-resident, such deb 
is deductable only if arose from a mort— 
gage for the ri'on-resident creditor, except 
in cases where a special permit by the 
director of Estate Tax is granted. 
Tax is payable_ Within ~60 days and no 

Order of Succession will be issued with- 
out confirmation that the estate tax return 
has been submitted, and on application by 
the Director of Estate Duty, even guaran- 
ites for the payment of the tax may be 
necessary. 

Objection and appeal may be taken 
against the decision of the Director for the 
immediate payment of the tax, due to the 
fact that I year extension (with interest) 
can be granted. 

Fictitious or coloured transactions may 
be disregardedvby the Director, who in 
such cases bears the burden of prdof. 

Repafled by: Dr. E.W. Klimowsky
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NETHERLANDS 
BIBLIOGRAPHY 

De Nieuu/e Belaytz'rzgam‘werpm, MULLER D.]., N.-V. Uitgeversmaatschappij AE. E. Kluwer, 
' Dcventer—Antwerpen, 1964, pp. 48. 

This booklet discusses the changes which will be brought about by the new bills in 
Parliament re the new individual, wage and property tax. The analysis is in the form 
of a compact survey of the proposed changes regarding these taxes. 

Nedarlandxe Belaxtz'ngu/ettm, verzameld en bewerkt door Mr. W.E.C. de Groot, van 1 mei 
I965 af bewerkt door AJ. Engelberts en A.A. Verdenius, Ge ed., N. Samsom, Alphen 
aan den Rijn, Holland, 1965. ’ 

The well—known collection of Dutch tax laws has appeared in a new form. Instead 
of the old small size handy eight volumes, at normal size two-volume edition now in- 
cludes the complete new tax Legislation of the Netherlands. This 6th edition is organized 
under a new and rather complicated code system which requires much attention of those 
who insert supplements. Practice must prove Whether this is an improvement. 

. The publisher announces that the most important tax‘ laws will be preceded by a short 
introduction which, according to the preface, are meant to contribute to a good under- 
standing of the provisions. It is doubtful whether such introductions should be added in 
a text edition. Users of the collection are supposed to be tax consultants and to know What 
the law means in general. For a more comprehensive study they should use a commen- 
tary, so that the introductions seem to be superfluous.

, A definite improvement is that each article in this new edition is given a short ‘title 
for ready reference. 

SWITZERLAND 
BIBLIOGRAPHY 

Die Bextet/erung der Aktz'engexellxt/Jaflm in der St/Jweiz, einschliesslich Holding—, Befeili— 
gungs-, Domizi14 und Hilfsgesellschaften, ALTORFER W., Handelskammer Deutsch- 
land-Schweiz, Talacker 41, Ziirich, Verlag “Die Aktiengesellschaft” Trede & Co., 
Hamburg II, July 1964, pp. 168, fiir Mitglieder der Kammer Fr. 8, ffir Nichtmit- 
gh'eder Fr. 25. 
In a condensed form Dr. Altorfer has compiled much useful information on the 

taxation of companies in Switzerland. Part I of this book discusses the Swiss company‘ 
and company taxation in general, including the establishment of a company and the tax 
concessions granted to holding companies, domiciliary and service companies. 

Part II lists all the cantonal taxes, the surcharges of the canton and the capital city 
for 1963. . 

- 

, . 

Part III gives a survey of the avoidance of international and intercantonal double 
taX‘ation and emphasizes the provisions of the German-Swiss tax treaty. 
In an Annex,_tables, rulings and official circular letters are reproduced. 
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III 

‘TREATIES 

CONVENTION entte la France et la Bélgique tendant £1 é'viter les doubles imposi- 
tions et a établirdes régles d’assistance administrative et iuridique réciproque 
en matiére d’impéts sut les revenus. ' 

Le Président de la République Frangaise, et Sa Majesté 1e Roi des Belges. 
Désireux de mettre 2111 point et de compléter, compte tenu des enseignements 

de l’expérience, des modifications appdrtées aux législations fiscales des deux Etats 
et des exigences que po\se l’équitable répartition des charges fiscalcs, 1a Convention 
signée 1c 16 mai 19 31 entre la Belgique et la France pour éviter les doubles im- 
positions ct réglef ceitaines autres questions en matiére fiscale. , 

Ont décidé dc conclure 2‘1 cette fin une nouyelle conirention appelée 2‘1 56 sub- 
stitugr :11 la précédente et ont nommé £1 cet effet,~poux leurs plénipotentiaires, savoir: 

Le Président de la République Frangaise; 
Son excellence Mons\ieur Henry Spitzmuller, 
AmBassadeur extraordinaire et plém'potentiaire de France 5‘). Bruxelles; 

Sa Majesté le Roi des Belges; 
Son Excellence Monsieur P.-H. Spaak, » 

Ministre des Affaires Etrangéres. . ~ 

Lesquels, aprés avoir échangé leurs pleins pouvoirs reconnus en bonne et due 
forme, sont convenus des dispositions suivantes:

/ 
, 

- ART'ICLE I. 
1. La présente Convention 21 pour but de protéger l‘es résidents de ’chacun des 

Etats contractants contre les doubles impositions qui pourraient résulter dc 
l’application simultanée de la législation fiscale'de ces Etats. * 

2. Une personne physique est réputée résident de l’Etat contractant ch 6116 
dispose d’un foyer permanent d’habitation. 

a) Lorsqu’elle dispose d’une foyer permanent d’habitation dans chacun -des 
Etats contraCtants, elle est considérée comme un résident de l’Etat contrac‘tant 
avec quel ses liens personnels et économiques sont les plus étroits, c’est-é-dire 
de l’Etat contractant 01‘1 elle a le centre de ses intéréts vitaux. 

b) Si l’Etat contractant oh la personne 2. le centre dc ses intéréts vitaux ne peut- 
étre’déterminé, elle est considérée comme un résident de l’Etat contractant oil elle 
séjourne de fagon habituelle.‘ ,

' 

> 
6) Si cette personne séjourne dc fagon habituellc dans chacun des Etats con- 

tractants ou qu’elle ne séjourne de fagon habituelle dans aucun d’eux, elle est

63



V CONVENTION BETWEEN FRANCE AND BELGIUM \ 

considérée cornme un résident de I’Etat cbntractant dont elle posséde la nationalité. 
a') Si cette personne posséde 1a nationalité de chacun des Etats contracténts ou 

qu’elle ne posséde 1a nationalité d’aucun d’eux, les autorités compétentées des 
Etats contractants tranchent 1a question d’un commun accord. 

5. Les personnes physiques dont be foyer permanent d’habitation se trouve 2‘1 

bord d’un navire exploité en trafic international sont considérées comme'des 
tésidents" dc l’Etat contractant of; sc trouve le siége de direction effective de l’entre— 
prise. 11 en est de méme des personnes physiques qui ont leur foyer permanent 
d’habitation i bord d’un bateau servant 2‘1 19. navigation intérieure et dont l’activité 
s’étend au territoire des deux Etats contractants. ' 

Si 1e siége dc direction effective d’une entreprise de navigation maritime ou 
intérieure est 11 bord d’un navire ou d’un bateau, ce siége est réputé situé clans l’Etat 
contractant 01‘1 se trouve 16 port d’attache ou, :21 défaut de port d’attache, dans 
l’Etat contractant dont l’exploitant a la nationalité. 

4. Urie personne moraleest réputée résident de l’Etat contractant 01‘; se trouve 
so'n siége dc direction effective. , 

11 en est de méme des sociétés de personnes et des associations qui, selon 165 1015 
nationales qui les régissent, n’ont pas la personnalité juridique. 

ARTICLE 2 

1. La présente Convention est applicable aux impéts sur le revenu pergus pour 
la compte de l’Etat, des Provinces et des Collectivités locales, quel que’ soit le 
systéme dc perception. ' 

2. Sent considérés comme impéts sur les revenus, les impéts pergus sur le 
revenu total sur des éléments du revcnu ou sur les bénéfices provenant de l’alié- 
nation dc biens mobfljers ou immobiliers.

' 

3. Les impéts actuels auxquels s’applique 19. Convention sont: 
’ A—En ce qui concerne la Belgique: 

1° l’impét des personnes phygiques; 
2° l’impét des sociétés; 
5° l’impét des personnes morales; 

1 4° l’irnpét des nOn—résidents, 
y compris 1a partie de ces impéts pergue par voie de précomptes ou de complé— 

ments dc précomptes. ,

' 

5° les centimes additionnels et taxes annexes établis sur la base ou sur 16 mon- 
tant de ces irnpéts. ‘ 

B—En ce qui concerns la France: 
1° l’impét sur le revcnu des personnes physiques; 
2° 1a taxe complémentaire; ' 

3° l’impét sur les bénéfices des sOciétés et autres personnes morales;
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4° la contribution fonciére des propriétés bities et'des propriétés non bfities 
et les taxes annexes é ces contributions. »

V 

4. Li Convention s’appliquera aussi aux impéts futurs de nature identique Ou 
analogue y compfis les centimes additionnels et taxes annexes établis sur la base 
ou sur le montant de ces impéts qui s’ajouteraient aux impéts actuels ou qui les 
remplaceraient. Les auto-rités compétentes des Etats contractants se communi- 
queront, 51 1a fin de chaque année, lcs modifications appbrtées '21 leur législation 

fiscale. 
5. Si des modifications 2‘1 certaines régles d’application de la Convention sont 

reconnues opportunes, 'soit dans le cas d’une extension Visée au paragraphs 
précédent, soit en raison dc changements n’affectant pas les principes généréux 
de la législation fiscale dc l’un des Etats contractahts, tels qu’ils ont été pris en 
considération pour l’élaboration de 'la présente Convention, les ajustements 
néces'saire feroht l’objet d’accords complémentaires '21 réaliser dams l’esprit de 19. 

Convention par voie d’échange de notes diplomatiqiles. 

ARTICLE 3 

1. Les revenus provenant de biens immobiliers, y compris les accessoires ainsi 
que le cheptel mort ou vif des entreprises agricoles et forestiéres, ne sont im- 
posables que dans I’Etat contractant 01‘1 ces biens sont situés. 

2. La notion de bien immobilier se détermine d’apr‘es les lois dc l’Etat con- 
tractant 01‘1 est situé le bien considéré. . 

' 

5. Les droits au'xquels s’appliquent les dispositions du droit privé concernant la 
propriété fonciére, les droits d’usufruit sur leé biens immobiliers et les droits 5. 

I

' 

des redevances variables on fixes pour l’exploitation de gisements’ minéraux, 
sources et autres richesses du sol sont considér'és commel des biens immobiliers 
au sens du présent article. ‘ 

4. Les dispositions des paragraphes I 5. 5 s’appliquent aux revenus procurés par 
l’exploitation directs, par la location ou lfaffermage, ainsi que par toute 'autrc forme 
d’exploitation de biens'imrnobiliers, y compris les revenus provenant d_es entre— 
prises agricoles ou forestiéxes. Elles s’appliquent également aux bén‘éfices résultant 
dc l’aliénation dc biens immobiliers. 

'

. 

5. Les dispositions des paragraphes I :11 4 s’appliquent également aux revenus 
des biens immobfliers d’cntreprises autres que les entreprises agricoles et fores- 
tiéres, ainsi qu’aux revenus‘ des biens immobiliers servant '21 l’exercice d’unc 

‘ profession 
I 

libérale. 

ARTICLE 4- 
1. Les bénéfices industriels et 'commerciaux ne sont imposables que dans l’Etat 

contractant 01‘1 se trouve situé l’établisscment stable dont ils proxfiennent. 
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L’expression «bénéfices' industriels et commerciaux» ne comprend pas les 
revenus visés aux articles 3, 7, 8, 9, I I, 15 et 16. C65 revenus sont, sous réserve des 
dispositions de la présente Convention, taxés séparément ou avec les bénéfices in- 
dustriels et commerciaux, conformément aux lois dc chacun des Etats contractants. 

2. Les participations d’un assOcié aux bénéfices commerciaux d’une entreprise 
constituée sous forme de société civile ou de société en nom collectif, ainsi que les 
participations aux bénéfices commerciaux des sociétés ct associations sans existence 
juridique, ne sont imposables que dans l’Etat contractant 01‘1 l’entreprise en ques- 
tion posséde un établissernent stable, proportionnellement 2‘1 l’importance des 
droits de cet associé dans les bénéfices dudjt établissement: i1 en est de méme 
des participations d’un associé commandité déns les bénéfices d’une société en 
commandite simple. ‘ 

3. Le terme «établissement stable» désigne une installation fiXe d’affaires 01‘1 

l’entteprise exerce tout ou partie de son activité. 
4. Constituent notarnment des établissements stables:

' 

a) un siége dc direction; 
b) une,succursale; 
0) un bureau; 
d) une usihe; 
8) un atelier; 
f) unc mine, une carriére ou tout autre lieu d’extraction dc ressources 

naturelles; 

g) un chantier de construction on de montage dont 1a duxée dépasse six mois; 
b) les installations dont disposenf dams Fun (163 deux Etats les organisateurs 

ou entrepeneurs de spectacles, divertiss‘e'ments ou jeux quelconques, ainsi que les 
fora'ms, les mérchands ambulants, les artisans ou autres personnes exergant une 
activité entrant dans le cadre du présent article, lorsque ces installations sont £11611: 
disposition dans cet Etat pendant une durée totalc d’au moins trente jours au 
cours d’une année civile. 

5. One ne considére pas qu’il y a établissement stable si: 
4) il est fair usage d’installations aux seules fins de stockage, d’exposition ou 

de livraison dc marchandjses appartenant 2‘1 l’entreprisg; 
b) des marchandises appartenant é l’entreprise sont entreposées aux seules 

fins de stockage, d’exposition ou de livraison; 
a) 'des marchandises appartenant 2‘1 l’entreprise sont entreposées aux scules 

fins de transformation par une autre entreprise; 
(1) mm installation fixe d’affaires est utilisée aux seules fins d’acheter des 

marchandises ou de réunir des informations pour l’entreprise; 
e) une installation fixe d’affaires est utilisée aux seules‘fins de publicité, de 

fourniture d’informations, de recherches scientifiques ou d’activités
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analogues, quj ont pour l’entreprise un caractére préparatoire oil auxiliaire. 
Lorsqu’il est constaté qu’z‘l l’égard d’_une méme entreprise plusieurs des cas 

Visés sur a) '21 e) peuvent étre invoqués, les autorités compétentes des Etats con- 
traqtants se concerteront pour déterminer si cette situation n’est pas de nature 5. 

caractériser l’existence d’un établisscment stable de l’entreprise.
I 

6. Une personne—autre qu’un agent joujssant d’un statut ihdépendant, visé au 
paragraphe 8 ci—aprés—agissant dans un Etat contractant pour le compte d’une 
entreprise dc l’autre Etat contractant est considérée comme «établissemeht stable» 
dans le premier Etat si elle dispose dans cet Etat de pouvoirs qu’elle y exerce 
habituellement, lui permettant de conclure des contrats au nom de l’entrepriSe, 2‘1 

moins que l’activité de cette personne ne soit limitée 2‘1 l’achat dc marchandises 
pour l’entreprise. 

Es’t notamment considéré comme exergant de tels pouvoirs, l’agent qui préléve 
habituallement sur un stock appartenant é l’entreprise des produits ou marchan- 
discs qu’il vend ct livre i la clientéle. . 

‘7_. Une entreprise d’assurance dc l’un des Etats contractants est considérée 
comme ayant un établissement stable dans l’autre Etat contractant dés l’instant 
que; par l’intermédjaire d’un repxésentant n’entrant pas dans la catégorie des 
personnes visées au paragraphe 8 ci—aprés, elle pergoit des primes sur le territoire 
dudjt Etat ou assure des risques situés sur ce territoire. ‘ 

8. On inc considére pas qu’une entreprise d’un Etat contractant a un établis— 
sement stable dans l’autre Etat contractant du seul fait qu’elle effettue des opé— 
retions commerciales dans cet autre Etat par l’entrernise d’un courtier, d’un com— 
missionnaire général ou de tout autre intermédiaire jouissant d’un statut indépen— 
dant, 2‘1 condition que ces personnes agissent dans le cadre ordinaire de leur activité. 

9. Le fait q’une société résidente d’un Etat contractant contréle ou est contrélée 
par une société qui est résidenté de l’autre Etat contractant ou quj effectue des 
opérations commerciales dans cet autre Etat, que ce soit ou non par l’intermédjaire 
d’un égéblissement stable, ne suflit pas, en lui—méme, 2‘1 faire de l’une quelcohquc 
de ces sociétés un établissement stable de l’autre. 

ARTICLE 5 

I. Les bénéfices' industriels ou commerciaux de l’établisseméht stable sont ceux 
qui proviennent de l’enscmble des opérations traitées par cet établissement ainsi. 
que de l’aliénation totale ou partielle des biens investis dans ledit établissemcnt. 

2. A défaut de comptabilité réguliére ou d’autres éléments probants permettant 
dc déterrniner exactement le montant effectif des bénéfices de l’établissement 
stable, les autorités compétentes des deux Etats contractants s’entendent, s’il est 
nécessaire; pour déterminer la quote-part des bénéfices de l’ensemble dc l’c'ntre- 
prise quj peut étre équjtablement attribuée 2‘1 cet établissement.
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3. Les bénp’fices dc l’établissement stable, tels qu’ils sont définis au paragraphs I 

ci-dessus, co'mprennent notamment tous profits et avantages 
_ 
qui, suivant des 

pratiques commerciales normales, n’auraient pas été accordés :21 des tiers et qui sont 
attribués’ou consentis par l’établissernent stable de quelque maniére que ce ~soit' 
directement ou indirecternent, soit £1 l’entreprise clle—méme ou £1 d’autres établis— 
sements de cette enireprise, soit i 565 dirigeants, ses actionnaires, associés ou autre 
participants :31 ou des personnes ayant avcc euX des intéréts communs. 

4. Lorsqu’une entreprise exploitée par un résident de l’un des deux Etats 
contractants est: sous la dépendance ou posséde lc contréle d’unc entreprise ex- 
ploitée par un résident de l’autre Etat contractant, ou que les deux entreprises se 
trouvent sous la dépendance d’une méme personne ou d’un méme groups, et que 
l’une de ces entreprises consent ou impose 2‘1 l’autre entreprise des conditions 
difiéren'tes de celles qui seraient no'rrnalement faites '21 des entreprises eflectivement 
indépendantes, tous bénéfices qui auraient dfi normalement apparaitre dans les 
comptes de l’unc dc ces entreprises mais qui ont été de la sorte tranférés, directe- 
ment on indirectement, 2‘1 l’autre entreprise, peuvent étre incorporés aux bénéfices 
irnposables de la premiére entreprise. Dans cette éventualité, la double imposition 
des bénéfices ainsi transférés sera évitée conformément :21 l’csprit de la Convention 
et les autorités compétentes des Etats contractants s’entendront, s’jl est nécessaire, 
pour fixer le montant des bénéfices transférés.

_ 

5. Pour la détermination des revenus de l’établissement stable qu’une entreprise 
dc l’un des deux Etats contractants posséde dans l’autre Etat contractant, il est 
tenu compte: ' 

—d’une part, des charges et des dépenses réelles supportées par l’entreprise 
dans l’Etat contractant 0111 se trouve l’établissement stable grevant ct directement 
ct spécialement l’acquisition et la conservation de ces revenus; 

—d’autre part, de la fraction normalement imputable 2‘1 l’établissement stable 
dans les autres frais, y compris lés frais normaux dc direction at d’administration 
générale, exposés pour l’ensemble de l’entreprise au siége de 521 direction effective. 

ARTICLE 6 
Par dérogation é l’article 4: ‘ 

1° Les bénéfices de l’exploitation, en trafic international, dc navires ou d’aéro- 
nefs ne sont imposablcs que dans l’Etat contractant of; se trouve le siége de la 
direction effective de l’entreprise. 

1° Les bénéfices de l’exploitation des bateaux servant :31 la navigation intérieure 
ne sont imposables que dans l’Etat contractant 01‘1 se trouve le siége de la direction 
effective de l’entreprise. 

A R T I c L E 7 . 

1. Les revenus on profits, qu’un résident d’un Etat contractant tire de l’cxercice
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d’une profession libérale ou d’autres activités personnelles et dont le régime n’est 
pas spécialement fixé par les dispositions de la présente Convention, ne Sont 
imposables da’ns l’autre Etat contractant que si, pour l’exercice de son activité, 
ledit résident y dispose d’une installation fixe qu’il utilise dc fagon réguh'ére. 
Dans cette éventualité, les revenus on profits provenant de l’activité exercée dans 
ce dernier Etat ne sont imposable's que dans cct Etat. 

2. Est notamment Visée par le paragraphe I l’activité des- me’decins, avocats, 
architectes et ingénieurs-conseils, ainsi que l’activité scientifique, artistique, 

littéraire, enseignante ou pédagogique; i1 en est de méme de l’activité des profes-, 
sionnels du spectacle ou du sport, des musicians et autres personnes, qui se 
produisent en public au cours. de manifestations organisées par eux—mémes ou 
pomJeur propre compte. 

ARTICLE 8 

1. Les redevances et autres produits provenant soit de la concession de l’usage 
de biens mobiliers incorporels, tels que les brevets d’inve'ntion, modéles, formules 
et procédés—secrets, marques dc fabrique et autrcs droits analogues, soit de la 
venté de ces biens les droits d’auteur et de reproduction, ainsi querles revenus tirés 
de la location des films cinématographiques, ne sont imposables que dans l’Etat 
contractant dont: le bénéficiaire est un résident. 

Toutefois, lorsque le bénéficiaire de ces redevances ou produits posséde dans '. 

l’autre Etat contractant un établissement stable ou une installation fixe qui inter- 
vient '21 gm titre quelconqug dans les opérations génératrices dc ces revenus, ceux- 
ci ne sont imposables que dans cet autre Etat. , 

Ces dispositions s’appliquent également aux produits et redevances qui rému—. 
' nérent l’usage ou la vente de biens mobiliers corporels. 

2. Nonobstant les dispositions du paragraphe I ci—dessus, lcs redevances, 
produits ct droits y mentionnés sont également imposables dans l’Etat contractant 
sur le territoire 'duquel est située l’entreprise qui en supporte 1a charge: 

a) lorsque et dans la mesure 01‘1, suivant les pratiques ‘de cet Etat, ces rede- 
vances produits et droits excédcnt un montant normal, compte tenu des usages 

" commerciaux, de la valeur intrinséque des biens visés audit paragraphe et du 
rendement global produit par l’utilisation' de ces biens; 
b) lorsque et dans la mesure 01‘1 ces redevances, produits du droits excédent 
la quote-part—augmentée d’un profit normal—imputable 2‘1 l’entreprise 

débitrice dans les dépenses et charges réelles assumées par l’entreprise 
bén‘éficiaire, pendant 1a période d’imposition, pour l’acquisition, 1e perfec-l 
tionn‘ement'ou l’amortissement et la conservation des droits concédés ou 
cédés, dans 16 C215 01‘1 l’une de ces entreprises 'est en fait sous la dépendance ou sous 
la contréle de l’autre, ou encore lorsque ces deux entreprises sont en fait

\
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sous la dépendance ou sous 1e contréle d’une tierce entreprise ou d’entre- 
prises dépendant d’un méme groups; ' 

'r) en cas de paiement desdits produits ou redevances 2‘1 Hes sociétés ou 
associations, lorsque et dans la mesure oh 163 droits visés leur ont été apportés 
ou concédés, directement ou indirectement par l’entreprise débitrice des 
redevances ou par ses dirigeants, actionnaires, associés ou autres participants 
on par des personnes ayant avec ceux-ci des intéréts communs. 

3. Dans les cas particuliers ou i1 appafait qu’il y- a lieu de faire application des 
dispositions du paragraphs 2 ci-dessus, les autorités compétentes des deux Etats 
contractants s’entendent pour fixer la fraction du montant des redevances, produits 
ct droits quj peut étre considérée comme normals et pour éviter, conformément :21 

l’esprit de la Convention, 1a double imposition de la fraction desdits revenus qui a 
été soumise '21 l’impét dans l’Etat contractant autre que celui dont le bénéficiaire est 
-résident. 

'ARTICLE 9 
1. Les rémunérations quelconques, fixes on variables, attribuées en raison de ' 

l’exercice de leur mandat, aux administrateurs, commissaires, liquidateurs, associés 
gérants et autres mandataires analogues des sociétés anonymes, des sociétés en 
comrhandite par actions et des sociétés coopératives ainsi que des sodétés fran- 
gaises '21 responsabilité limitée et des sociétés belges de personnes 2‘1 responsabilité 
limitée, ne sont imposables que dans celui des deux Etats contractants dont la 
société est résidente. 

2. Toutefois, les rémunérations normales que les intéressés touchent en une 
autre quaité s'ont imposables, suivant 16 C213, dans les conditions prévues soit 2‘1 

Particle 7, soit 2‘1 Particle 1 I, paragraphe _1, de la présente ConVention. 

ARTICLE 10 
1. Les rémunérations allouées sous forme de traitements, salaires, appointe- 

ments, solde et pensions par l’un des Etats contractants ou par une personne 
morale de droit public de cet Etat ne se livrant pas £1 une activité industrielle ou 
commercials, sont imposable‘s exclusivement dans ledit Etat. 

z. Cette disposition pourra étre étendue par accord de réciprocité aux rémuné- 
rations du personnel d’orgam'smes ou établissements publics ou d’établissements 
juridiquement autonomes constitués 'ou contrélés par l’un des Etats contractants 
ou par les provinces et collectivités locales dc cet Etat, méme si ces organismes ou 
établissements se livrent 2‘1 une activité industriellc et éommerciale. 

5. Toutefois, les dispositions qui précédent ne trouvent pas 2‘1 s’appliquer lors— 
que les rémunérations sont allouées 2‘1 des résidents de _l’autre Etat possédant la 
hationalité de cet Etat. ' 

' ‘
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ARTICLE I I 

I. Sous réservc des dispositions des articles 9, 10 et 15 de la présente‘Conven- 
tion, 165 traitements, salaires et autres rémunérations analogues ne Sont imposables 
que dans l’Etat contractant sur le territoire duquel s’exerce l’actiVité personnelle 
somce de ces revenus. 

V

- 

2. Par déro'gation au paragraphe I ci—dessus: ‘ 

a) Les traitements, salaires et autres rémunérations ne peuvent étre imposés 
que dans l’Etat contractant dont le salarié est le résident, lorsque les trois con- 
ditions suivantes sont réum'es: 

I

. 

1° 16 bénéficiaire séjourne temporairement dans l’autre Etat contractant 
pendant une» ou plusieurs périodes n’excédant pas I83 jours—au cours dc 
l’anhée civile; » 

2° sa rémunération pour l’activité éxercée pendant ce séjour est supportée 
par un employeur établi dans Ie premier Etat; “ 

5° i1 n’exerce pas son activité :31 1a charge d’un établissement: stable ou d’une 
installation fixe de l’employeur, situé dans l’autre Etatg. 

b) \Les rémunérations afl'érentes é une activité exerCée é bord d’un navire ou 
d’un aéronef en trafic international ou é bord d’un bateau servant '21 1a navigation 
intérieurc sur le ter‘ritoire des deux Etats contractants, ne sont imposables que 
dans celui de ces Eta‘ts Oil 36 trouve le siége de 121‘ direction effective de l’entreprise; 
si cet Etat nc pergoit pas d’impéts sur lesdites rémunérations, celles¥ci sont im- 
posables dans l’Etat contractant dont les bénéficiaires sont des résidents. 

Les rémunérations des personnes qui sont en service sur d’autres moyens de 
transport circulant sur le territoire des deux Etats contractants ne sont imposables 
que dans celui de ces Etats 01‘1 est situé l’établissement stable dont ces personnes 
dépendent, 011, 2‘1 défaut d’un tel établissement, dans 1’Etat,contractant dont ces 
personnes sont résidentes. _

‘ 

5) Les trav'ailleurs frontaliers qui justifient de cette qualité pair 19. production de 
la carte frontaliére instituée par les conventions particuliéres intervenues entre les 
Etats contractants ne sont imposables sur les traitements, salaires et autres 
rémunérations qu’ils pergoivent 21 cc titre quc dans l’Etat cont‘ractant dont ils sont 
les résidents. 

‘
I 

5.- Les dispositions duparagraphe 2 me sont pas applicables aux rémunérations 
visées 2‘1 Particle 9 de la présente Convention.

’ 

ARTICLE I 2 

Les pensions autres que celles qui sont visées é Particle IO de la présente Con- 
vention, ainsi que les rentes viagéres, ne sont imposables que dans l’Etatcontrac- 
tam: dont 1e bénéficiaire est un résident. - 

’- '
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1 ARTICLE 13 

Les professeurs et autres membres du personnel enscignant de l’un des deux 
Etats contractants qui se rendent dans l’autre Etat contractant exclusivernent pour ; 

y professer, pendant une période n’excédant pas deux années, dans une université, 
un lycée, un collége, une école ou tout autre étabh’sscment d’enseignement, sont 
exemptés d’impét dans ce dernier Etat pour la rémunération qu’ils y pergoivent 
du chef de leux eqseignement pendant ladite période. 

ARTICLE 14 
Les étudiants et les apprentis de l’un des deux Etats contractants, qui séjournent 

dans l’autre Etat contractant 2‘1 seule fin d’y faire leurs études ou d’y acquérir une 
formation professionalle, ne sont sournis :21 aucune imposition dans ce dernier 
Etat sur les subsides qu’ils regoivent de provenance étrangére. 

ARTICLE 15 
1. Les revenus ct produits d’actions, de parts dc fondateur, de parts d’intéréts 

et de commandite dans les sociétés anonymes, 'les sociétés en commandite par 
actions, les sociétés en commandite simple, les sociétés coopératives, les sociétés £1 
responsabilité limitée de droit frangais et les sociétés de personnes é responsabilité 
limitée de droit belgc sont imposables dans l’Etat contractant dont le bénéficiaire 
est un résident. 

2. Le paragraphe 1 me s’applique pas lorsque le bénéficiaire des revenus et 
produits posséde un établissement stable dans l’autre Etat contractant et que les 
actions on parts génératrices de ces revenus et produits font partie dc l’actif de 
cet étabfissement: dans ce cas, lesdits revenus et produits ne sont imposables que 
dans cet autze Etat. 

3. L’Etat contractant oil les revenus et produits ont leur source conserve le 
droit de soumettre ces revenus et produits a un impét prélevé 2‘1 la source dont le 
taux ne peut excéder dix-huit pour cent du nontant des dividendes: dans ce cas, 
l’impét ainsi pergu est imputé, dans les conditions prévues 2‘1 Particle 19, sur celui 
qui est exigible dans l’autre Etat contractant. . 

Les autorités compétentes des deux Etats s’entendent sur les modalités d’applicafi 
tion de cette limitation. 

4. La source des revenues ct produits visés au paragraphs 1 ci—dessus est située ~ 

dans l’Etat contractant dont 1e débiteur de ces revenus et produits est un résident. 
5. La distribution gratuite d’actions ou de parts sociales faite en contrepartie dc 

l’incorporation de réserves '21 son capital social par une société résidente de l’un des 
deux Etats contractants n’cst pas considérée dans l’autre Etat contractant, quelles 
que soient les modalités de cette opération, comme dormant lieu é une distribution
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pat cette société de dividendes ou autres revenus d’actions ou de pagts quel— 
conques.

I 

6. En cas de fusion dc sociétés résidentes d’un seul des deux Etats contractants, 
les attributions gratuites d’actions ou de parts sociales de la société absorbante ou 
nouvelle, résidente du méme Etat, ne sont pas considérées dans l’autre Etat con- 
tractant comme constituant des distributions de revenus. 

ARTICLE 16 
1. Les intéréts et produits d’obligations ou autres titres d’emprunts négociables, 

de bons dc caisse, dc préts ,de dépéts et'de toutes autres créances sont imposables 
dans l’Etat contractant dont le bénéficiaire est un résident. 

2. Le paragraphs I ne s’applique pas lorsque le bénéficiaire des intéréts ct 
produjts possédé un-établisSement stable dans l’autre Etat contractant et que la 
créance ou le dépét fait partie dc l’actif (16 est établissément. Dans cc cas, lesdits 
intéréts et produits ne sont imposables que dans cet autre Etat. 

3. L’Etat Coptractant oil les intéréts et produits ont lcur source conserve le droit 
dc soumettre ces intéréts et produits 2‘1 fin impét :1 la source, dont le taux ne peut 
excéder quinze pour cent-Dans cc cas, l’impét ainsi pergu ¢st irriputé, dgns les 
conditions prévues 2‘1 Particle 19, sur- celui qui est exigible dams l’autre Etat con- 
tractant. 
La limitation 2‘1 15 pour cent du taux de l’impét pergu é. 1a source n’est pas 

applicable 21 la partie des intéréts qui excédc 1m taux juste ct raisonnable Compte 
tenu de la créance pour laquelle ils sont versés. Dans ce cas, les autorités compéten- 
tes des deux Etats contractants s’entendent pour fixer la fraction des intéréts qui 
peut étre considérée comme normale. 

4. La source des intéréts ct produjts visés au paragraphe 1 ci—dessus est située 
dans l’Etat contractant dont le débiteur de ces intéréts et produits est le résident. 
Toutefois, les inferéts et produits des obligations e’t des emprunts quelconques 
qu’un'résident de l’un des deux Etats contractants émet ou contracte dans l’autre 
Etat contractant pour les besoins proprcs de ses établissements stables situés 
dans ce dernier Etat sont considérés comma ayant leur source daris cet éutre Etat. 

ARTICLE 17 
1. Les sociétés résidentes de la Belgique qui posséde'nt un_établissement stable 

en France restcht soumises en raison de cet établisscment et en ce qui concerne les 
répartitions de bénéfiCCs qu’clles effectuent £1 l’application d’une retenue é. 1a, 
source au titre de l’impét sur le reve'nu des personnes physiques, dans les con- 
ditions prévues 2‘). Particle 109-2 du Code général des impéts. 

Toutefois, 1a fraction des répartitions de bénéfices effectivement passible de cette 
' retenue ne peut dépasser le quart du revenu taxable selon Particle 109-2 précité,
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ledit revenu ne pouvant lui-mérne excéder lé montant des bénéfices industriéls et 
commerciaux réalises par l’établissement stable frangais tel que ce montant est 
retenu, dans les conditions prévues par les dispositions de la présente Convention 
pour l’assiette de l’impét qui frappe les bénéfices de cette nature. 

Si la société peut justifier, dans des conditions qui auront regu l’accord des 
autorités compétentes des deux Etats contractants, qué plus des trois quarts dc 
l’ensemble de ses actions, de 565 parts de fondatcur bu de 565 parts sociales appar— 
tiennent 2‘1 des résidents de la Belgique, 1a fraction des répartitions de bénéfices 
passible de l’impét frangais d’aprés l’alinéa qui précéde est réduite 2‘1 due con— 
currence. 

2. Une société résidente de la Belgique ne pourra étre soumise en France 2‘1 la 

retenue visée au paragraphe I ci-dessus en raison de sa participation dans la 
gestion ou dans le capital d’une_soci‘été résidente de la France on :1 cause de tout 
autre rapport avec cette société, mais les bénéfices distribués par cette derniére 
société et passibles de cette retenuc seront, le cas échéant, augmentés pour l’assiette 
de ladite retenue, de tous les bénéfices ou avantages que la société belge aurait in- 
directement retirés de la société frangaise dans les conditions prévues 31 l’article 5, 
paragraphs 4, 121 double imposition étant évitée en ce qui concerne ces bénéfices 
et avantages conformément aux dispositions de l’article 19. 

3. Les sociétés résidentes de la France possédant un établissement stable en 
Belgique 'soht soumises dans ce dernier Etat, du chef des bénéfices qu’elles y 
réalisent, au régime applicable aux sociétés étrangéres similaires. 7 

Toutefois, l’imposition exigible sur ces bénéfices suivant la législation belge ne 
peut étre supérieure au total des divers impéts calculés au taux normal qui seraient 
dus par une société simjlaire résidente de la Belgique sur ses bénéfices et sur les

\ trevenus distribués a $65 actionnaires ou associés, dans le cas oil ces bénéflces 
recevraient 1a méme affectation que ceux de la société résidente dev la France. 

Pour l’application de cette disposition, l’impét qui frapperait les bénéfices 
distribués d’une société similaire résidente de la Belgique est calculé sur une 
fraction du bénéfice de l’établissement .stable belge de la société résidente de la 
France, correspondant au rapport entre le bénéfice distribué par cette demiére 
société et son bénéfice total sans que cette fraction puisse excéder 1e quart des 
bénéfices réalisés par l’établissement stable belge tels qu’ils sont tetanus, dans les 
conditions prévues par les dispositions de la présente Convention, pour l’assiette 
de l’impét dés sociétés. ‘ 

ARTICLE I 8 

Dans 1a mesure 01‘1 les articles précédents de la présente Convention n’en dis- 
posent pas autrement, les revenus des résidents de l’un des Etats contractants ne 
sont imposables que dans cet Etat.

A
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ARTICLE -I9 
La double imposition est évitée de la maniére suivante: 
A—En ce qui 6072mm [:1 Belgique: 
1. Les revenus et produits de capitaux mobiliers relevant'du régime défini :31 

Particle 15, paragraphe I, qui ont effectivement supporté en France la retenue :2; 1a 

source et qui sont recucillis par des sociétés résidentes de la Belgique passibles de 
Ce chef de l’impét des sOciétés, sont, moyennant perception du précompte niobilier 
au taux normal sur leur montant net d’impét frangais, exonérés de l’impét des 
sociétés et de l’impét dc distribution dans les conditions prévues par la législation 

. internc belge. 
‘ 

'
' 

Pout les revenus et produits visés é l’alinéa précédent, qui sont recueillis pa: 
d’autres résidents de la Belgique, ainsi que pour les rcvenus et produits dc capitaux 
mobiliers relevant du régime défini a Particle 16, paragraphe I, qui ont eflectivc- 
ment éupporté en France 19. retenue 51 la source, l’impét dfi en Belgique sur leur 
montant net de retenue frangaisc sefa diminué, d’une part, du précOmpte mobilier 
pergu au taux normal et, d’autre part, de la’ quotité' forfaitaire d’impét étranger 
déductible dans les conditions fixées par la législation belge, sans que cette quotité 
puisse étfe inférieure 2‘1 15 0/0 dudit montant net. I 

I

, 

i. Les revenus autres que ceuX Visés au paragraphe I ci-_dessfis sont éxonorés'des 
impéts belgcs mehtionnés '21 Particle 2, paragraphs 3, A, de la présente Convention, 
lorsque l’imposition en est attribuée exclusivement 2‘1 19. France. 

_

‘ 

p 3. Par dérogation au paragraphe 2, les impéfs belgés peuvent étre établis sur des 
revenus dont l’imposition est attribuée 51 la France, dans la mesure of: ces revenus 
n’oht pas été imposés en. France parce qu’ils y Ont été compensés avec des pertes' 
qui ont également étéi déduites, pour un exercicé quelconque, dc revenus im- 
posablcs en-Belgique. ~

V 

4. Nonobstant les dispositions qui précédent, les impéts belges visés par la 

présente Convention peuven‘t étre calculés, sur les revenus imposables en Belgique 
en vertu de ladite Convention, au taux correspondant '21 l’ensemble des revenus im- 
posables d’aprés 1a légiSIation belge.

‘ 

3—572 ce qui comerm [:1 Frame: _ 

a) Lorsqu’ils ont leur 'source en Belgique et bénéficient £1 des résidents de 
France, les revenus et produits de capitaux mobiliers sournis au régime défini £1 

Particle 15, parégraphé ‘1,rde la présente Convention ainsi que les intéréts et- 

produits d’obligations ou autres' titres d’emprunts négociables don; l’imposition 
est réglée é l’artide 16, paragfaphe I, sont passibles en France, Sur leur montant 
brut, de la retenue :11 1a source exigible at). titre de-l’impét sur le revenu des per—I 

sOnnes physiques, mais le‘ taux de tette retenue, qui est pergue dans les conditions 
du droit commun, est, pour tenir compte dc l’impét effectivemengprélevé en 
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Belgique sur les mémes revenus, diminué de dix—huit points pour les revenus et 
- produits visés :21 l’article I 5, paragraphe I, et de quinze points pour les intéréts et 
produits visés 5. Particle 16, paragraphe I. 

b) Les revenus dc créances soumis au régime défim' 2‘1 Particle 16, paragraphe I, 
qui ont leur source en Belgique et qui bénéficient é des résidents de France sont 
passibles en France, sur leur montant brut, de l’impét sur le revenu des personnes. 
physiques et de la taxe complémentaire ou de l’impét sun: les sociétés, sclon le cas, 
mais 1e montant de l’imposition y afiérente est diminué de quinze points pour tem'r 
compte de l’impét effectivcmcnt prélevé en Belgique sur les mémes revenus. 

2. Les revenus autres que ceux visés au paragraphe I ci-dessus sont exonérés des 
impéts frangais mentionnés 5. Particle :2, paragraphs 5. B. de la présente Conven- 
tion, Iorsque l’imposition en est attribuée exclusivement 231 la Belgique. 

3. Nonobstant les dispositions qui précédent les impéts frangais visés par la 
présente Convention peuvent étre calculés, sur les revenus imposables en France 
en vertu de ladite Convention, au taux correspondant 5. l’ensemble des revenus 
imposables d’aprés 1a législation frangaise. 

ARTICLE 20 
I. Les autorités compétentes des deux Etats contractants échangeront sous 

conditions de réciprocité, les renseignernents qui sont susceptibles d’étre obtenus, 
conformément :21 leurs lois fiscales respectives, pour la détermination des revenus 
imposables des contribuables visés :1 Particle 161: de la présente Convention et qui 
seront nécessaires, dans le domaine des impéts faisant l’objet de ladite Convention, 
soit pour en exécuter les dispositions, soit pour assurér l’exacte perception de ces 
impéts ou appliquer les dispositions légales tendant £1 éviter l’évasion fiscale. 

2. Les renseigncments obtenus en exécution du paragraphs I seront considérés 
comme secrets: ils ne seront révélés, en dchors du contribuable ou de son man- 
datairc, £1 aucune personne autre que celles qui s’occupent de l’établissement et du 
recouvrement des impéts faisant l’objet de la préser‘lte Convention, ainsi que des 
réclamations et des recours y relatifs, et ils ne pourront étre utilisés ni directement 
ni indirectement é. des fins autres que l’établissement et le recouvrement desdits 
impéts. 

5'. Les autorités compétentes de l’un des deux Etats contractants ne fourniront 
aux autorités compétentes de l’autre Etat contractant aucun renseignement sus- 
ceptible de porter atteinte 5 un secret commercial ou industriel; elles pourront 
refuscr tous renseignements dont elles estimeraient que la communication n’est 
pas réalisable pour des motifs d’ordre public ou quj, en raison de leur nature, ne 
sont pas susceptibles d’étre obtenus dans l’autre Etat contractant d’aprés la 
législation fiscale de cet autre Etat. En outre, elles pourront refuser de fournir, .en 
ce qui concerne leurs propres ressortissants ou les sociétés et autres personnes
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morales constituées sous l’empire de leur propre législation, tous renseignements 
autres que ceux qui sont nécessaires pour la ventilation des revenus de ces con- 

- tribuables conformément aux articles 4 et 5, ainsi que pour le contréle de leurs 
droits aux exemptions ou réductions d’impét prévues par le présentc Convention. 

4. 'L’assistance définie au présent article pourra, moyennant accord de réci— 
procité, étre étendue dans les limites ct: aux conditions prévues aux paragraphes 
1 '21 3, aux renseignements nécessaires pour l’assictte ou la perception de tous autres 
impéts directs, annuels ou exceptionnels, déjé établis ou qui seraicnt Vétablis 
ultérieurement par l’un des deux Etats contractants. 

ARTICLE 21 
V 

1. Les Etats cbntractants s’engagent, su.r la base de la réciprocité, 2‘1 36 préter 
concourset assistance aux fins de recouvrer, suivant les régles de leur propre 
législation, les impéts 'definjtivement dus faisant l’objet de la présente Convention, 
ainsi que les suppléments, majorations, ihtéréts et frais relatifs é ces impéts. 

2. Les poursuites et mesures d’exécution ont lieu sux production d’une Copie 
officielle des titres exécutoires, accompagnés éventuellement des décisions passées 
en force de chose jugée. 

'

' 

3. Les créances fiscales é recouvrer ne sont pas Vconsidérées comme des créancés 
privilégiées dans I’Etat contractant requis et celui-ci ne sera pas obligé d’appliquer 
un moyen d’exécution non prévu par la Jégislation de l’Etat contractant requérant. 

4. Si une créance fiScale es_t encore susceptible d’un recours, l’Etat contractant 
requérant peut demander '21 l’Etat contractant requis de prcndre des mesures 
conservatoircs, auxquelles sont applicables mufati: mutafldi: les dispositions 
précédentes. 

5. Les dispositions dc l’article 20, paragraphe 2', s’appliquent également aux 
renseignemcnté portés, en exécution du présent article, 2‘1 la connaissance des 

_ 

autorités compétentes de l’Etat éontractant requis. 

ARTICLE 22 
Tout terme non spécialement définj dans la présente Convention aura, £1 moins 

que le contexte n’exige une autre interprétation, la signification que lui attribue la 
législation régissant, dans chaque Etat contractant, les impéts faisant l’objet de 13. 
Convention. 

‘ 

' ARTICLE 23 
1. Le terme' «France», au senS‘dc 1a présente Convention, désigne la France 

métropolitaine et les départements d’outre-mer (Guadeloupe, Guya'ne, Martinique 
ct Réunion). '
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Le terme «Belgique», au sens de la présente Convention, désigne le territoiré du 
Royaumc dc Belgique. 

' V 

2. 'La présente Convention pourra'étre étendue, telle quelle ou avec les modifi- 
‘cations néccssaircs, aux .territoires d’outre-mer de la République frangaise ou 231 

Fun 011 plusieurs d’entre-eux, :1 condition que ces territoires pergoivent des impéts 
de caractére analogue 2‘1 ceux auxquels s’applique ladite Convention. Une telle 
extension prend effet é. partir de la date, avec les modifications et dans les con-- 
ditions (y compris celles relatives 51 la cessation d’application) qui sont fixées d’un 
commun accord entre les Etats contractants par échange de notes diplomatiques. 

3. A moins que les Etats contractants n’en soient convenus autrernent, la 
dénonciation de la présente Convention en vertu de Particle 28 ci—aprés par l’un 
d’eux met fin é. l’application de ces dispositions 2‘1 tout territoire auquel elle a été 
étendue conformérnent au présent article; 

ARTICLE 24 
1. Les autorités compétentes des deux Etats contractants se concerteront au 

sujet dcs mesuxes administratives nécessaires 2‘1 l’exécution des dispositions de la 
présente Convention et notamment au sujet des justifications 2‘1 fournir par les 
résidents de chaque Etat pour bénéficier dans l’autre Etat des exemptions ou 
réductions d’impét prévues '21 1a présente Convention. 

2. Dans le cas 01‘1 l’exécution dc ccrtaines dispositions de la présente Convention 
donn'er'ait lieu é des difficultés ‘ou :‘a. des doutes, l_es autorités compétentes des deux 
Etats contractants se concerteront pour appliquer ces dispositions dans l’esprit de 
la Convention. Dans des cas spéciaux, elles pourront d’un commun accord appli- 
quer les régles préVues par la; présente Convention é. des personnes physiques ou 
morales qui ne sont pas résidentes de l’un des deux Etats contractants, mais qui 
possédent dans l’un de ces Etats un établisscment stable dont certains revenus Ont 
leur source dans l’autre Etat. 

V 

'

. 

5. Si un résident de l’un des'Etats contractants estime que les impositions qui 
ont été établies ou qu’il est envisagé d’établir 2‘1 59. charge ont entrainé ou doivcnt 
entrainer pour lui une double imposition dont le maintien serait incompatible 
avec les dispositions de la ConventiOn, i1 peut, sans préjudicc de l’exércice de ses 
.droits' de ,réclamation et de racours suivant 1a législation intern'e dc chaque Etat, 
adresser aux autorités compétentes de l’Etat dont 11 est résident une demande 
écrite ct motivée de révision desdites impositions. Cette demande doit étre 
présentée avant l’expiration d’un délai de six mois 2‘1 compter de la date de la 
notification on de la perception 2‘1 la source dé la seconde imposition. Si elles en 
reconnaissenf le bien-fondé, les autorités saisies d’une telle demande s’cntendront 
avec les autorités compétentes de l’autre' Etat contractant pour évitcr la double 
imposition. ’
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4. S’il apparait que, pour parvenir £1 une entente, des pourparlers soient op- 
portuns, l’affaire sera déférée a une commission mixte dont les membres sero‘nt 
dési nés ar les autorités com étentes des deux Etats contractanfs. g

. 

ARTICLE 25 
1. Les nationaux de chaque Etat contractant ne sont spurnis dans l’autge Etat 

contractant £1 aucune imposition ou obligation y relative, qui est autre ou plus 
lourdc que cells 2‘» laquelle sont assujettis les nationaux dc cet aut're Etat se rtrouvant 
dans la méme situation. 

2. Le terme «nationaux» désigne pour Chaque Etat centractant: 
a) toutes les personnes physiques qui possédent 1a nationalité de cet Etat; 
b) toutes les personnes morales, sociétés dc personnes et associations con- 
stituées conformément :21 la législation dudit Etat. \

I 

5. En particulier, les nationaux de l’un des deuX Etats contractanfs qui sont 
imposables sur le territoire de l’autre Etat contractant bénéficient dams les mémes 
conditions que les nationaux de ce dernier Etat, des exemptions, abattements de 
base, déductions et réductions d’impéts on taxes quelconques accordés pour 
charges de famille.

\ 

ARTICLE 26 . r 

I. Lé présente Convention sera ratifiée et les instruments de ratification seront 
échangés 231 Paris dans le plus bref délai possible.

> 

2. La Convention entrera en vigueur dés l’échange des instrumerits dc ratifi— 
cation et ses dispositions s’appliqueront pour la prerniéré fois; 

1° En ce qui concerne les revenus visés 2‘1 Particle 8, aux impéts dont le fa-if 
générateur se sera produit: 

a) 2‘1 partir du Ier janvier 1960 dans I’éventualité 01‘1 lesdits impéts ont été 
effectivement retenus 2‘1 charge du bénéficiaire des revenus, étant entendu que, 
dans ce cas, la Conventiorl s’appliq’uera également, par dérogation :1 Particle 
2, paragraphe 5, A, 21 la taxe mobiliére exigible en Belgiquc sous l’empire de la 
législation antérieure '21 la loi dd 20 novembre 1962. ' 

b) aprés l’expiration d’un délai de trois mois compté é partir de l’échénge des 
instruments dc ratification dang les autres cas; '

- 

2° En ce qui concerne les revenus visés aux articles I 5‘ et 16, aux impéts dus :31 

1a source dont le fait générateur se produira aprés l’expiration d’un délai de 
trois mois compté é partir de l’échange des instruments de ratification; 
3° En ce qui concerne les autres revenus, aux impété dus sur les revenus 
afférents soit é l’annéé dc cet échange, soit aux exercices clos au cours de l’année 
suivante. - -
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5. Par dérogation au paragraphe 2, 1°, Particle .8 s’appliquera également aux 
‘ 

impéts ePfectivement 2‘). charge dgs bénéficiaires des revenus qui restaient impayés 
231 1a date du 51 mars 1961 et dOnt Ie fait générateur s’était produit avant Ier janvier 
1960, méme si ces impéts ne sont plus susceptibles de révision suivant‘ 1a législation 
de l’un quelconque des Etats contractants. Dans cc cas, 1a Convention s’appliquera v 

également, par dérogation 1‘1 Particle 2, paragraphs 3, A, 5. la taxe mobih'ére‘ 
exigible en Belgique sous l’empire de la législation antérieure :31 la loi du 20 movem- 
bre I 962.

' 

ARTICLE 27 
'1. Les dispositions de 19. Convention signée entre la France et la Belgique le 

16 mai 19 I pour éviter les doubles impositions et régler certaines autres questions. 
en matiére fiscale telles qu’elles ont étévadaptées par l’accord du 31 décembre 196 3 
s’appliqueront pour la derniérelfois: 

1° En ce qui concerne les rcvenus visés 2‘1 Particle 9, paragraphe 2, de cette Con- 
vention, aux impéts dont le fait générateur SC 56:21 produit jusqu’é I’expiration 
d’un délai de trois mois compté '21 partir de l’échange des instruments de ratifi-' 
cation de la présente Convention; 
2° En ce qui concerne les revenus visés aux articles 4, 5 et 6 de cette Conven- 
tion, aux impéts dus 2‘). la source dont le fait générateur se sera produit jusqu’fi 
l’expiration d’un délai de trois mois compté £1 partir de l’échange des instruments 
dc ratification de la présentc Convention; 
3° En ce qui concerne les autres revenus, aux impéts dus sur les revenus 
afférents soit aux exerciées clos au cours de l’année de l’échan‘ge des instruments 
dc ratification, soit 2‘1 l’année précédant celle de cet échange. 
2. A par_tir du jour 01‘1 1a présente Convention entrera en vigueur et aussi long— 

temps qu’elle 1e demeurera, les dispositions de la Convention conclue par la 
Belgique et la France 1e 7 octobre 1929, en vue d’éviter 121 double imposition des 
revenus des entreprises dc navigation maritime des deux pays, ét de l’Accord entre 
la Belgique et la France visant 231 éviter la double imposition des bénéfices ou 
revenus de la navigation aérienne, conclu pat échangc de‘ lettres le 10 décembre 
195 5, cesscront dc s’appliquer. 

ARTICLE 28 
' La présente Convention restcra en vigueur aussi longtemps qu’elle n’aura pas été 
dénoncée par l’un des deux Etats. ' 

'

> 

' 'Toutefois, Chaque Etat contractant pourra, moyennant un préavis the six mois, 
1a dénoncer pour Ialfin d’une année civile quelconque 2‘1 partir de la quatriéme 
année suivant cells de la ratification.
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Dans cc cas, 12. Convention s’appliquera pour la derm'érc fois: 
1°. En ce qui concerne les revenus visés aux articles 8, 15 et 16, aux impéts dus 

A la source don: le fait générateux se produira au plus tard -le 51 décembre de l’année 
civile pour la fin de laquelle 1a dénonciation aura été notifiée; 1 

2° En ce qui concerne les autres revenus, aux irnpéts dus sur les ‘revcnus 
afférents 3a l’année pour la fin de laquelle 1a dénonciation aura été notifiée ou aux 
.exercices clos au cours de ladjte année. 
En faz' de quoi les plénipotentiaires des deux Etats contractants ont signé la 

présente Convention ct y ont apposé leur sceau. 
Faiz‘ 2‘1 Bruxelles, le 10 mars 1964, en double cxemplaire. 

Pour la Frame: 
' Pour [a Belgique: 

Signe’: H. SPITZMULLER _Sz;gne’: p.11. SPAAK 

PROTOCOLE FINAL 

Au moment de procéder 51 la signature de la Convention tendant :21 éviter les 

doubles impositions et £1 établir des régles d’assistance administrative et juridique 
réciproque en matiére d’impéts sur lcs revenus, éonclue ce jour enfre la France et 5 

la Belgique, les plénipotentiaires soussignés sont convenus des dispositions sui- 

vantes, qui formcront partie intégrantc de 19. Convention:
' 

I. Aussi longtemps que le complément dc précompte immobilier exigiblefen 
A Belgique sur le revenu cadastral des immeubles imposables en Belgique confori 
mément 2‘1 Particle 3 de~ 19. Convention, sera pergu £1 un taux fixe dépassant 10 0/0. 

a) ledit complément de précompte irnmobilier dfi par des résidents de la France 
I soumis £1 l’impét des non-résidents conformément 5. Particle 37, paragraphes 
4 et 5, de la loi du 20 novembre 1962, sera remboursé dans la mesure 0i: 
i] dépasse l’irnpét des non-résidents dfi par les intéressés; 
b) ledit complément de précompte immobflier dfi par d’autres résidents. de la _ 

France sera éventuellement limité de maniére telle que la charge globale 
constituée par ce complément dc précompte et par la fractiOn du précompte 
immobilier imputable sur l’impét des personnes physiques, n’excéde pas 1a 
quotité de l’impét des non-résidents calculé fictivement sur l’ensemble des 
revenus produits ou rccueillis en Belgique, qui correspondrait proportion— 
nellement audit revenu cadastral. . V 

2. L’article I 5, paragraphe 1, me s’oppose pas £1 ce que la France, conformément 
aux dispositions de sa loi interne, considére comma ces biens immobih'ers, au sens 
de l’article 3 de la Convention, les droits sociaux possédés par les associés on
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actionnaires des sociét'és qui ont, en fait, pour unique objet, soit 1a _construction ou 
l’acquisition d’immeubles ou de groupes d’immeubles én vue de leur division par 
fractions destinécs 2‘1 étre attribuées é lcurs membres en propriété ou en jouissance, 
soit la gestion de ces immeublcs ou groupes d’immeubles ainsi divisés. La Belgique 
pourra toutefois imposer, dans les limites fixées aux articles 15, paragraphes I et 
2, et 19—A, paragraphe I, 165 revenus tirés par des résidents de la Belgique de 
droits sociaux représent'és par des actions ou parts dans lesdites sociétés résidentes 
de la France. 

>
. 

3. L’article, 15, paragraphs 3, dc cettc Convention n’empéche pas 1a Belgique 
de prélever: 

’ 

' 

_

' 

a) le précompte inobilier_ calculé, conformément aux dispositions .de sa 
législation interne, au taux de I 5 0/0 sur un montant imposable correspondant 
2‘1 85 /7o des revenus ct produits visés é l’article 15 de la Convention, qui sont 
attribués par des sociétés résidentes de la Belgique £1 des résidents de la 
France; 
17) 1a ‘cotisation spéciale exigible, en veitu de l’article 29 de la loi du 20 
novembre 1962, portant réforme des impéts sur les revenus, sur une fraction! 
des sommes réparties en cas de partage de l’avoir social dc sociétés résidentes 
de la Belgique; ' 

o) la cotisation spéciale due par les mémes sociétés, conformément 2‘1 l’article 
v 28 de ladjte loi, en cas de rachat de leurs propres actions ou parts. 

- 4; Pour l’application de Particle 17, paragraphs 5, 2° alinéa, de 19. Convention, 
le taux normal, en principal, de l’impét des sociétés est, dans l’état actuel de la 
'l‘égislation belgc, celui de 30 0/0. 

5. Compte tenu de la législation fiscale en vigueur dans les deux Etats con— 
tractants, les revenus et produits relevant du régirne prévu 2?: Particle I 5, paragraphs 
1,.sont, pour l’application dc l’artiCle 19, A—I et B—I-a, réputés avoir été effective- 
ment soumis £1 une retenue d’impét @1121 source dans l’Etat dont la société débitrice 

, 
est un résident. ' 

'

¥ 

6. Pour l’application des dispositions de la Convention: 
4) Sous réserve, 16 C218 éche’ant, des dispositions plus favorables qui leur 
seraient accordées en vertu des régles générales du droit des gens ou de 
conventions particuliéres, les membres d’une réprésentation diplomatique ou 
consulaire dc l’un des deux Etats, qui-résident dans le second Etatou dans un 

-. Etat tiers et possédent 1a nationalité de l’Etat accréditarit, sont considérés 
comme des résidents de ce dernjer Etat s’ils y sont astreints au paiement dev 
l’impét normalement dfi sur l’ensemble deleurs revenus; 
17) Les organisations internationales, leur organes et fonctionnaires, ainsi 
que les personnes faisant partie ~d’une représentation diplomatique ou con- 
sulaire d’un Etat autre-que 'les Etats contractants, qui sont domiciliés ou 
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résident ’dans l’un des deux Etats et n’y sont pas sournis é l’impét normalemént 
dfi sur l’en'semble de leurs revenus, ne 'sont pas considérés comme des 
résidents de cet Etat. ,

\ 

Fait 2‘1 Bruxelles, 16 10 mars 1964, en double exemplaire. 

PM} Id Frame: ’ 

V 

Pour [a Be/gz'que, ,. 

Szgne': H. SPITZMULLER ‘ 

. 

‘Sz'gne’: P.H. S'PAAK 

PROJET DE LOI 
. 
autorz'mm‘v [a ratification de [a Colzveflliofl :zgflée :2 Bram/[ex [e 10 mar; 1964 wire 14 
France et la Belgique, tendant :2 éw'ler [ex doublex impoxiiz'am et :2 e'z‘ab/z'r dear rég/e: d’amisr 
tame adminin‘mz‘z've ‘ez‘jurz'dique fiéciproque m matiére d’z'mpa‘t: .rur [ex repent/J. 

EXPOSE DES MOTIFS 
Mesdames, Messieurs, - r 

Les rapports entre la France et la Belgique étaient jusqu’alors réglés, sur 16 plan 
fisc'al, par 19. Convention du 16 mai 19 51. 

' Or, cette Convention, du fait mérne dc son ancienneté, ne tenait pas compte de 
l’évolution des législations fiscales respectives des deux Etats. Plus spécialément, 
elle n’était pas applicable ’21 l’impét personnel sur le revenu global ct elle laissait 
ainsi subsister de nombreux cas de double imposition. 

Il était donc indispensable de remédier é. cet état dc choses. 
A cette fin, des négociations avaient été engagées depuis plusieurs années avec 

le Gouvernernent belge. Elles avaient: abouti 5. la signature 2‘1 Bruxelles, 16 I 9 janvier 
1962, d’une Convention destinée 2‘1 56 subister 2‘1 cells du 16 mai 19 31. 
En fait, cette Convention du 19 janvier 1962 n’a pu étre soumise 2‘1 la procédure 

d’approbation; le texte en ayémt été rendu inapplicable en l’état par une réerne . 

, fiscale qui était intervenue depuis cctte date en Belgique et avait: profondément 
modiflé le systéme fiscal de cet Etat, en instituant dans celui—ci un régime analogue 
‘51 celui en vigfieur en Frante depUis 1959. 

Les négociations ont donc dfi étre reprises sur ces nouvelles bases: elles ont 
permis dc mettre au point une nouvelle Convegtion, Signée 2‘1 Bruxelle‘s le 10 mars 
1964, tendant i éviter les doubles impositions et '21 établir des régles d’assistance 
administrative ct juridique re’ciproque en matiére d’impéts sur les revenus. 

Les dispositions essentielles de cette nouvelle Convention sont analysées ci¢ 

Idessous. '

’ 
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L’article premier énonce l’objet de la Convention qui est de protéger lés 
résidents de France et de Belgique contre les doubles impositions ct précise cc 
qu’il faut entendre par «résident» au sens de cette disposition. 

L’article 2 donne 1a liste des impéts dont le cumul doit: étre évite’, des dis— 
positions étant prises en vue d’adapter cette liste aux modifications législatives 
postérieures :21 1a signature de 13. Convention. 

Les articles 3 fit 19 posent les régles suivant lesquelles 1a matiére imposable est 
répartie entre les deux Etats et énoncent les méthodes qui sont employées pour 
que la double imposition soit eHectivement éliminée.

. 

Comme il est d’usage, l’imposition des revenus immobiliers ainsi que des 
bénéfices des exploitations agricoles est—~aux termes de Particle 3—réserveé '21 

l’Etat 01‘1 sont situés les immeubles dont proviennent ces revenus. Aux revenus 
immobiliers sont assimjlées les redevances afférentes 2‘1 l’exploitation de mines, 
carriéres et autres ressources natuxelles. . 

Une dispositon du Protocols annexé '21 la Convention précise d’ailleurs :‘1 cet 
égard que la France 56 réserve 1e droit d’imposer en tant que biens immobiliers, 
au sens de cet article, les produits ct plus-values dc cessions des actions et parts 
des sociétés immobiliére's visées 2‘1 Particle 30 de la loi n° 6 3-254 du 15 mars 1963. 

’ D’autres part, une autre disposition de ce protocole prévoit en faveul; des 
résidents de France une réduction du complément de précompte immobih'er 
frappant d’une maniére générale en Belgique les revenus des propriétés posséde’es 
par des non-résidents.

_ 

Les articles 4, 5 et 6 réglent l’imposition des bénéfices des entreprises industrielles 
et commerciales. Ces bénéfices sont rattachés 2‘1 l’Etat 01‘1 est situé l’établissement 
stable £1 l’activité duquel ils sont imputables, compte tenu, le cas échéant, des 
redressements motivés par des transferts indirects de bénéfices. De méme, ne sont 
imposables que dans l’Etat 01‘). 165 entreprises constituées sous forme de sociétés 
civiles ou de sociétés en nom collectif ou encore des sociétés et associations sans 
existence juridique ont un établissement stable, les bénéfices provenant des partici- 
pations ou des droits dams ceE sociétés ou-associations. 

Il est toutefois dérogé :‘1 la régle dc l’imposition par établisscment stable pour 
les profits tirés dc l’exploitation de bateaux, navires ct aéronefs, lesquels ne sont 
imposables que dans l’Etat 01‘). se trouve le siége de 121 direction effective dc 
l’entreprise. 

C’est 2‘1 l’Etat 01‘1 s’exerce l’activité rémunératrice que Particle 7 réserve le droit 
d’imPoser les revenus des professions libérales et, en général, du travail indépen— 
dant, :1 1a condition que l’activité en question ait pour support une installation fixe 
clans ledit Etat. Si, cette condition n’est pas remplie, l’imposition a lieu dans l’Etat 
de la résidence de l’intéresse’. ’ 

L’article 8 prévoit que les revenus provenant de la concession dc l’usage de 
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droits de propriété industrielle (brevets, marques de frabrique, etc.), les droits 
d’auteux et de reproduction ainsi que les revenus provenant de la location de films 
cinématographiques sont imposables dans l’Etat de la résidence du bénéflciaire, £1 

moins que ceé revenus ne se rattachent, soit 2‘1 l’exploitation d’un établissernent 
stable, soit 5. l’exercice d’une profession libérale ou d’une activité indépendante 
dans le cadre d’une installation fixe, auxquels cas l’irnposition a lieu dans l’Etat oil 
sont situés l’établissement stable on l’installation fixe en question. La méme régle 
est applicable aux produits et redevances qui rémunérent l’usagc ou la vente de 
biens mobiliers corporels. 

'

- 

Cet article présente l’avantage de définir de fagon beaucoup plus précise que me 
16 fait la Convention du 16 mai 1931 he régime fiscal des redevances et autres 
ptoduits provenant de la concession, de la location on de la vente de divers 
biens mobiliers corporels ou incorporels. Alors que cette derm'ére Convention 
donne de ces biens une liste incomplete, dans laquelle n’ont pas figuré expres- 
sément les marques de fabrique et les films cinématographiques en sorte que les 
redevances provenant de la concession de l’usage de marques de fabrique ou de la 
location de films sont restées jusqu’alors sournises 21 um: double imposition, le 
nouveau texte vise les biens dont il s’agit sans équjvoque possible. Une disposition 
insérée dans Particle 26 de ce texte prévoit au surplus une certaine application ré- 
troactive du régime ainsi défini en l’assortissant en quelque sorte, pour les mar; 
ques dc; fabrique et les films, d’un caractére interprétatif. Ce régime s’appliquéra, en 
en ce qui concerne les revenus provenant de la concession ou de la location de ces 
biens, aux impéts dont le fait générateur se sera produit, é partir du Ier janvier 
1960, s’ils ont été payés, ou mémc antérieutement £1 cette date, s’ils sonti encore 
dus, é 1a condition toutefois qu’ils aient été aflectivement retenus ou doivent 
effectivement demeurer é la charge des bénéficiaires des revenus. 
Le droit d’impoéer les rémunérations, fixes ou variables, que les administrateurs, 

commissaires, liquidateurs, gérants, de société dc capitaux regoivent en cette 
qualité est dévolu, par Particle 9, :21 I’Etat 01‘: se trouve le siége de la direction 
effective. 

_

I 

Les articles 10 2‘1 14 fixent les réglcs d’imposition des salaires, traitements, 
pensions ct rentes viagéres. ‘ 

Sous réserve de diverses dérogations ayant trait aux marins, mariniers ct per- 
sonnels navigants des transports aériens, aux travailleuxs en mission temporaire 
ainsi qu’auxfrontaliers, les traitements, salaires et autres rémunérations versées 
pandas employeurs du secteur privé sont exclusivement imposables dans l’Etat 
oh s’exerce l’activité rérnunérée. Les pensions privées et les rentes viagéres le sont 
dans l’Etat dbnt 1e bénéficiaire est le résident. 

‘ Quant aux traitements,‘ salaires et pensions du secteur public, l’imposition en 
- est réservée Al’Etat de l’organisme débiteur, sauf si le bénéficiaire est résident et a
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1a nationalité de l’autre Etat, auquel cas c’est cc demier Etat quj pergoit son impét. 
Des dispositions spéciales sont prévues qui exonérent les membrcs dc l’enseig— 

nement et les étudjants ou apprentis dans l’Etat 01‘1 ils séjournent temporairement 
pour enseigner ou étudier. 

Les articles 15 2‘1 17 et 19 réglent la mode d’imposition des revenus de capitaux 
mobih'ers. 
En principe, l’imposition des dividendes et des intéréts obligataires encaissés 

par des résidents de France 011 de Belgique est réservée 2‘1 l’Etat dont le bénéficiaire 
est le résident. Toutefois, si 16 débiteur de ces revenus est résident de l’autre Etat—- 
c’est—z‘z—dire s’il a dans cet attre Etat le siége de sa direction effective—I’Etat en 
question conserve le droit dc percevoir son impét par voie dc retenue 2‘1 121 source 
aux taux limites de 18 0/0 pour les dividendes et de 15 0/0 pour les intéréts 
obligataires. Il est tenu compte du prélévement ainsi effectué 2‘1 la source dans les 
conditions suivantes: 

a) En Belgique, les dividendes recueillis par des sociétés belgcs qui ont supporté 
en France 121 retenue 2‘). la source sont, moyennant 1a perception du précompte 
mobilier au taux normal (actuellement 30 0/0) sur leur montant net, exonérés 
d’irnpét sur les sociétés et de l’impét dc distribution. 

Quant aux dividendes recueillis par d’autres résidents belges et aux intéréts, 
l’impét dfi en Belgique est diminué d’une somme égale au précompte mobilier 
pergu au taux normal et d’une déduction forfaitaire égale (it 15 0/0 du montant net 
du dividende; 

b) En France, le montant dc l’impét pergu sur le revenu brut est diminué 
forfaitaircment dc djx—huit points pour les dividendes et de quinze points pour les 
intéréts. 
Le régirne ainsi défim' comporte néanmoins une dérogation lorsque le béné~ 

ficiaire des revenus, résident de l’un des Etats contractants, posséde dans l’autre 
Etat un Etablissement stable et que les titres générateurs de ces revenus font partie 
de l’actif de cet etablissement; dans ce cas, lesdits. revenus sont imposables dans ce 
.dernier Etat. 

Des régles analogues sont prévues pour les revenus de créances. 
Enfin, des dispositions spéciales réglent l’imposition en France 5. 1a retenue 2‘1 

121 source afl'érente aux revenus des capitaux'mobiliers des Sociétés belges qui y 
exercent une activité par l’entremise d’un établissement stable. Les obligations de 
ces sociétés au regard de la retenue 2‘1 19. source susvisée sont limitées dans des 
conditions analogues 2‘1 celles que la France a 'déjé été amenée 2‘1 consentir £1 divers 
pays. Cette retenue sera exigible {1011 sur la base de la quotité imposable du capital 
des sociétés belges, mais sur un revenu limité au quart des sommes taxables 
d’aprés cette quotité et quj ne pourront eUes—mémes excéder le montant du bénéfice 
réalisé par l’établissement stable frangais. En outre, si la société peut justifier que
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plus des trois-quagts dc l’ensemble de ses titres apfiartient :31 (165 résidents de 
Belgiquc, 1a fraction imposable de—ces distributions est réduite 5. due concurrence. 
Réciproquement, les sociétés frangaises qui ont un établissement stable en Belgiquc 
n: peuvent étre soumises é une imposition supérieure au total dcs divers impéts 
au taux normal qui seraient dfis par une société similaire résident de Belgique. 
Tout revenu qui n’entrerait pas dans l’une des catégorics'définies par la Cong 

vention serait, en vertu de Particle 18, imposable exclusivement dans l’Etat de 14 
résidence du bénéficiaire. , : 

La double imposition étant évitée par application des régles qui Viennent d’étre 
précisées, l’article I9 prévoit que lorsque l’un des Etats se trouve conventionnelle— 
ment privé du droit d,’irnposer certains revenus, i1 conserve néanmoins 121 pos- 
sibilité dc calculer ses impéts dfaprés le taux correspondant é. l’ensemble des 
revenus irnposables d’aprés sa propre législation. 

Enfin, les articles 20 2‘1 28 renferment les clauses diverses qu’il est d’usage 
d’insérer dans les accords de cette nature au sujet: 
—de l’assistancc administrative réciproque pour le contréle et le recouvrement 

des impé’cs (art. 20 et 21); *

' 

——de l’eXtension éventuelle de la portée territoriale de la Conventionv(art. 23) ; 

——de garanties accordées aux contribuables contre le risque de double im- 
position (art. 24); . K

- 

—de l’égalité de traitement fiscal entre nationaux des deux Etats (art. {5) ; 

, 
—les modalités suivant lesquelles la Convention entrera en Vigueur (art. 26), se 

sfibstituera £1 celle du 16 mai 1931 ainsi qu’aux accords particuliers du 7 octobre 
1929 et du 10 décembre 1955 concernant respectivement les entreprises de naviga- 
tion maritime et aérienne (art. 27) ct pouxra étre éventuellement de’nonc'ée (art. 28). 

La Convention dont les dispositions viennent d’étre analysées permettra, en 
apportant é l’ensemble des problémes de doubles impositions des revenus entre la 
France et la Belgique des solutions comportant des sacrifices réciproques équili— 
brés, dé mettre un terme aux irritantes difficultes qui‘ se faisaicnt jour, dans de 
nombreux cas particuliers, lors du réglement de la situation des contribuables 
frangais .qui ont: des intéréts en Belgique, et, notarnment, de Celles des entreprises 
fran gaises qui pergoivent dc source belge des redevances pour marques de fabrique. 

Pour ces motifs, le Gouvernement vous demands d’en autoriser la ratification. 

PROJET DE LOI 
Le Premier Ministrea ‘ *

- 

Sur le rapport du Ministre des Affaires étrangéres e't du Ministre dcs Finances 
et des Affaires économiques, 
Vu Particle 39 de 121 Constitution,

\ 
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Décr'éte: ,

V 

Le présent projet dc loi, délibéré e'n Conseil des Ministres, aprés avis du Conseil 
d’Etat, sera présenté '21 l’Assembléc Nationals par le Ministré des Affaires étran- 
géres, qui est chargé d’en exposer lcs motifs et d’en soutenir la discussion. 

Article unique 
Est autorisée 1a ratification de la Convention signée :31 Bruxelles 16 10 mars 1964 

entre la France et la Belgique tendant £1 éviter lcs doubles impositions ct 2‘1 établir 
des réglcs d’assistance administrative et juridique ré‘ciproque en matiére d’impéts 
sur les revenus, convention dont le texte est annexé 21 la présente loi. 

Fait :1 Paris, le 28 octobre 1964. 

Signé: GEORGES POMPIDOU 

Par le Premier Ministre: 

Szgne’: MAURICE COUVE DE MURVILLE

> Le Ministre des Finances ct dcs Afl’aires économiques 

Signe': VALERY GISCARD D’ESTAING 

Le Ministre des Affaires éttangéres, 
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' 
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/ 
.‘ GOALS 

The overriding goal of the Bureau is to serve the International community by collecting, evaluating and 
disseminating tax data in a manner which combines scientific objectivity with practical realism. 

Organization . 

_

. 

The Bureau is a public non-profit foundation established under Dutch law. Its policies are determined 
' by a “Curatorium”, or board of trustees, Composed of outstanding representatives of the government, 
business and academic communities in various countries. A managing director'is responsible for carrying 
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whole gamut of the Bureau’s publications; 

' and the Administrative arm, which plans and coordinates 
Bureau activities. » 

. Correspondents 
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‘ 
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2. Renard!

’ 
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growth.

' 

5. Education 
The Bureau seeks to stimulate, and participate in, seminars and discussion groups, lectures and public- 
ati‘ons. 

' ' 
V

' 

4. Library and Documentation . 

~- 

The Bureau’s program of cataloguing and'completing its set of materials will be continued in the frame- 
work of its library facilities which were much improved as a result ofvthc move in 1965 to new quarters 
in an old pity gate of Amsterdam.

' 

5. Report: . 

I

. 

The Bureau prepares reports containing factual data and legal appraisals relating to countries other tha 
the country of residence of the organization or individual who requests a :cpott. .
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INTERNATIONAL ASPECT*S\OE TAXATION OF 
PENSIONS IN ITALY 

by 
GI‘ANCARLO CROXATTO* ‘ 

It is frequent that foreigners after their retirement decide to transfer their residence 
to Italy. It may therefore be interesting to examine the Italian tax treatment of the 
pensionswhich they receive from abroad. 

Income Taxe: ' 

The Italian tax system includes two national and one local 'tax on the income of 
persons: the tax oh movable wealth, the progressive complementary tax and the 
family tax. ‘ 

‘

‘ 

For the purposes of the first rtax, only income from employment‘for services : 

rendered in Italy is taxable (art. 82 of the unified text for direct taxation January 
29, 1958, n. 645). The same rule is applicable for pensions, although they are not 
income in‘connection with present services (art. 85). . 

On the bases of the/above mentioned provisions it can be stated that pensions 
received in Italy by resident pensioners for past services rendered outside of Italy 
are not subject to the tax on movable wealth in Italy. 
As regards the progressive complementary tax, art. 135 of the Unified text 

provides that the taxable amount includes:
' 

4) income produced in Italy, without consideration of the residence of the person 
to’ Whom the income pertains; ’

_ 

[7) income {produced abroad and enjoyed (at disposal) in Italy by persons there 
resident; » 

c) incéme produced abroad by individuals resident in Italy, provided it is not 
taxable in another State under the provisions of an international tax agreement. 

Therefore in compliance with the above mentioned article, for the purposes of the ' 

progressive complementary tax, pensions paid by a nonresident corporation-to a. 
_ 
resident of Italy are taxable in Italy, because the pensions are enjoyed (at disposal). 
by the beneficiary in Italy, no-consider’ation being given to the fact that the services

’ 

[were rendered abroad. 
Under the same art. I 53 of the unified text‘it is Stated that individuals. who have 

been living‘jn'Italy fdr at least one year are considered residents of Italy. 

* University of Genoa 

,89



TAXATION OF PENSIONS IN ITALY
p 

For the taxation of the pensions in Italy no consideration is given to the fact 
that the pensioner was not subject to the complementary progressive tax at the 
time the services were rendered. ‘ 

The family tax is a progressive tax levied by Municipalities and applies to 
income produced in Italy and on income produced abroad but remitted to Italy. 
The fact that part of the pension is a return of the pensioner’s earlier contribu- 

tion has usually no influence on the taxation in Italy of the mentioned pensions. 
It would have an influence only in the case that pensioner’s contribution had 

no connection with the services rendered. In that case that part of the pension 
would be considered a return of capital and it would not be taxable. 

In general however in the staff retirement plans it is provided that the partici- 
pants shall contribute to the plan with a percentage of their rcmunerations. In that 
case there is no doubt that the entire pension is to be considered income for the 
purposes of the Italian income taxes. 
No consideration is also given to the fact that the pensioner’s earlier contribu- 

tions were never used to reduce income for purposes of Italian income taxes. 
In the case of a pension paid to a widow upon the death of a retired employee 

the income taxes are applied to the widow’s pension under the same principles 
explained above, with the assumption that the widow is also a foreigner residing 
in Italy. No consideration is given to the fact that the beneficiary did not render 
personally the services to which the pension is connected. In fact under Italian 
legislation, the classification of income and in consequence its taxation depends 
on the source of income Without consideration of the person who receives it. This 
has been ruled by'the Central Commission with the decision November 28, 1955 
n. 7 56 36, which has been accepted by the Italian Tax Administration with ruling 
March 7, 1956, 11. 300770. The widow’s pension is therefore considered income 
derived from labour and not from capital. 

It is-necessarylnow to examine if the above mentioned rules are modified by the 
tax conventions efitered into by Italy for the avoidance of international double 
taxation. 

, ;
» 

Art. X point'z) of the convention between Italy and the United States, signed 
on_March 30, 1955 and entered into force on October 25, .1956, provides that 
“private pensions and life annuities received from sources Within one of the 
contracting States by-individuals residing in the other contracting State shall be 
exempt from taxation in the former State”. 

Unter point 3) of art. X it is stated that the term pensions, as used in the article, 
means periodic payments made in consideration for past services rendered. 

Therefore in compliance with the exposed provisions for the purposes of in-. 
come taxes, pensions should be taxable only in Italy. 
However in View of the reservation contained in art. XV, the exemption from 
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the United States tax does not apply to pensions received from United Steites 
, 
sources by United States citizens residing in Italy. . . -

‘ 

In fact art. XV provides that the United States in determining its ihéqme tax in 
the case of its citizens or corporations may, regardless of any other provision of 

' the conve'ntion, include in the basis upon which such taxes are imposed all items 
of income taxable under the revenue laws of the United States as if the convention 
had not come into effect. ' 

. 

- v 

The United States shall, however,.deduct from its taxes the amount of Italian 
income taxes, subject to the provisions of the Internal Revenue Code.. 

Therefore if the pensioner residing in Italy is a U.S. citizen, his pension 'is 
taxable in Italy and in the United States, which has to grant a tax—credit for the 
complementary progressive tax paid in Italy. 
As regards the municipal family tax, it is to be considered that the convention 

does not apply to local taxes and therefore the tax credit for 'this tax, for the pur- 
poses of the U.S. income tax, depends only on the provisions of the U.S. Internal 
Revenue Code. , 

In the conventions entered into by Italy with Germany (192 5 , art. 7 and I I) and 
with Sweden (1956, art. I I) it is provided that private pensions are taxable only 
in the State in which the past services were rendered. Therefore the Italian income 
taxes are not applicable to pensions paid to a citizen of those States who is resident 
in Italy, Where the pension is connected with services he rendered in his home 
country. ,

' 

The agreements with France (1930', art. I 2), Belgium (193 1, art. I 1), Netherlands 
(1957, art. 14), Great Britain (1960, art. 15), Norway (1961,,art. 15) provide that 
private pensions are taxable only in the country where the recipient is resident. 
Therefore the pensions received by citizens of those countries who are resident. 
in Italy will be subject to the Italian income taxes. 

In all the above mentioned conventions it is agreed that each contracting State 
retains the right to tax the pensions paid by the State itself or by one of its political 
subdivisions.

V 

En‘ate and Inberiz‘ame taxex . . 

We examine now the fiscal consequences of the death of the pensioner in the case 
that a pension is allowed to the widow also resident of Italy, or a lump sum death 
benefit is to be paid to her or to a beneficiary designated by the deceased stipulated 
by him in a life insurance contract. ,. 

_ 

' 

' ‘ 

Transfers of property “mortis causa” are subject in Italy to two separate taxes 
both applied at progressive rates: an inheritance tax imposed upon each benefi— 
ciary’s share of property received from the deceased and an estate tax 1_evi§:d on the 
entire net estate of the deceased.



TAXATION OF PENSIONS; IN “ITALY 

,.Both taxes are governed by the same rules,>as"far as the deterrninétion 'of the 
taxable amount is concerhed, and are levied on the estate which is situated in Ifaly 
at the moment the succession takes place, Without consideration of the place Where 
the deceased died or of the fact as to. whether or not he was an Italian‘ or foreign 
citizen. 

I

. 

Transfers of real and personal property situated outside of Italy are not subject 
to the death taxes. These taxes are in fact based on the principle of “territoriality” 
(as they are levied only on estate situated in Italy) and “objectivity” (as it is not 
taken into considerzi'tion the Italian or foreign citizenship of the deceased and of 
his heirs). 

' 
‘ 

I 

' 

‘

' 

As regards the ca*'s‘e of a pension paid to a Widow upon the death of a retired 
employee no tax is to be applied undér the present Italian legislation. In this case 
in fact there is no transfer of a right from the deceased to the widow. She acquires 
directly the right to the pension “jute proprio” and .not “jute successionis”, 
because the pension to which she is entitled is a different one from the pension 
enjoyed by the depeased, which ended at the moment of his death. 

For the purposes of the death taxes in Italy, the fact that a part of the contribu- 
tions made by the deceased has not been recovered by him, in our opinion, has no 
importance.

‘ 

In the case that a lump sum death benefit is to be paid to a person designated by 
the deceased, this sum will not be subject to the Italian death taxes. In fact that sum 
has never been property of the deceased and therefore there is no transfer from 
him to the beneficiary at the moment of the death. In this respect the fact that the

r 

beneficiary. has been designated by the deceased is not important. 
The amount of any life insurance is also not taxable under the present Italian 

legislation for the purposes of death taxes. A life insurance, which was stipulated 
by the deceased for the benefit of third persons, even if they are his heirs, is not 
subject to the death taxes, because the amount insured was never property of the 
deceased. The beneficiaries have a personal autonomous right, attributed to them 
directly by the— law (art. 1920 of the Italian Civil Code), to receive the insured 
amount. The right is acquired by the beneficiaries in force of an “inter vivos” 
deed and not of a transfer “mortis causa” and therefore it is not to be included in 
the estate of the deceased. 

Since all the above items are not taken into account in computing Italian Estate 
and Inheritance taxes, it is not necessary to review the provisions of the death tax 
conventions entered into by Italy for the avoidance of international double taxa- 
tlon. -
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WORLD TA‘X' REVIEW 
COMMON MARKET 

/ DOCUMENTS 
L’HARMONISATION DES IMPOSITIONS INDIRECTES x 

SUR LES MOUVEMENTS DESICAPITAUX " 

I 

Résolutiqn 
adoptée par la XVIéme Assemblée pléniére 

le 13 novembre £1 Bruxelles 
La canfe’reme permanente (1e: tbambrex de commerce at d’ifla’wtrie de la 

communauté e’mlzomz'que europe’emie, ’ 

Aprés avoir pris connaissancc des travaux du groupe de travail n° VI auprés de la. 
Commission européenne sur l’imposition des mouvements de capitafix dans les pays de 
la Communauté économique européenne,

v 

Consciente de la nécessité d’éviter des difl'érences d’imposition pouvant nuire 2‘1 la 
liberté. des mbuvements de capitaux entre les pays de la Communauté économique 
européerme,

A 

Considérant : 

— que l’existence dans plusieurs pays de la C.E.E. de droits de timbre sur les valeurs 
mobih'éres‘ dont l’assiettc et les taux ne sont pas identiques, ainsi que la multiplicité des 
impositions en cas de circulation dans plusieurs pay‘s, contrarient 1e transfert et- font

' 

obstacle aux arbitrages et 51 l’unification souhaitabfé des cotations dans les‘ bourses des 
différents pays; 

' 

l

. 

— que les diEérences (16 structure des régimes dc droit d’apport entrainent des doubles 
impositions et sont en outre nuisibles si les dro'its d’apport pergus dans les différents 
Etafs sont éloignés les. uns des autrcs ; 

Emet 1e uoeu: , 

que la Commission, dans ses propositions au Conseil des ministres relatives £1 l’har— 
mom'sation des droits indirects frappant les mouvements dc capitaux: 
— retienne les suggestions du groupe de travail n° VI relatives ’21 la suppression du droit 
de timbre sur les titres représentatifs de capitaux émis par les so’ciétés; .. 

‘— sé prononce pour l’unification du droit d’apport 5. un taux faible. 

L’HARMONISATION DE L’IMPOSIT ION DES REPARTITIONS 
DE BENEFICES ENTRE SOCIETES* 

Résolution 
adoptée par la XVIérne Assemblée pléniére 

16 I 3 novembre 1964 £1 Bruxelles. 

* £1 l’exclusion des sociétés de plaicement qui méritent un traitement particulict.
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La corgfe’reme permanente ale: cbambre: de commerce et d’indmtrie 
de laCowmmaute’ e’wnomz'que europe’enne 

Comtate que le tégime fiscal des répartitions dc be’néfices entre sociétés différe dans les 
pays dc la Communauté économique européenne,‘ ce qui provoque desdistorsions de 
concurrence; 

Evil/1e 
’ 

r . 

'— que les impositions multiples de bénéfices par la taxation des répartitions entre sociétés 
sont inéquitables. , 

— que le régime fiscalapplicable 2‘1 ces répartitions de bénéfices doit étre régi de la méme 
fagon dans tous les pays de la Communauté économique européenne dans l’intérét de 
l’égalis'ation des conditions de concurrence et de la clarté des situations; 
— que le régime fiscal des répartitions de bénéfices entre les sociétés doit étre neutrc et 
identique quelle que soit 1a nationalité des sociétés en cause; 

Sou/mite
_ 

— qfie, dans le sens des mesures, soumise £1 l’approbation du Parlement néerlandais, les 
répartitions faites par une société 2‘1 une autre société, déjé imposée au titre des bénéfices 
,‘et des distributions, soient exemptées de tofite imposition supplémentaire; 
— que le nouveau régime soit appliqué, quelle que soit 1a nationalité de la société en 
cause, sans considération de l’importance des participations et pour l’intégralité des 
répartitions. 

LES DOUBLES IMPOSIT IONS ENTRE LES PAYS DE LA \ 

COMMUNAUTE ECONOMIQUE EUROPEENNE ET LES PAYS EN VOIE 
DE DEVELOPPEMENT ET LES CONDITIONS PROP-RES A 

FA VORISER L’INVESTISJ‘EMENT 
. Résolution 

adoptée par la XVIéme Assemblée pléniére 
he I 3 novembre 1964 21 Bruxelles. 

La' mnféreme fermanmte dc: tbambre: de commerce at d’ifldmtrz'e de [a 
- mmmumzm‘e’ émnomz'que européeme ' 

_ 
.'Cohxidéraflt, 
— que les superpositions d’impéts frappant les mémes opérations on 165 mémes revenus 
dans deux pays diiférents au titre de deux légalislations flscales nujsent £1 l’intégration 
économiqué en empéchant les ressortissants de chacun des pays en cause d’étendre leurs 
activités dans l’autre pays ou tout au moins en pénalisaht ces extensions; 
— que la signature entre' Etats indépendants de conventions Visant '21 éviter les doubles 
impositions constitue‘le moyen le plus eflicace pour favoriser la recherche de la meilleure 
implantation des activités et des entréprises en limitant l’incidence des droits fiscaux 
nationaux; 

I

, 

— que l’expérience montre les' résultats Satisfaisants qui peuvent étre obtenus par l’appli— 
cation de telles conventions lorsqu’elles sont bien congues ‘et loyalement appliquées;

/ 
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—‘ qué les éfl'orts {ant des entreprises de la Communauté écOnomique européenne qui 
veulent établir des succutsales, des filiales ou, d’une maniére générale, des établissements 
stables dans des pays en voie de développement que des gouvernerrients de ces mémes 
pays qui cherchent '21 provoquer des investissements étrangers sur leurs territoires ne 
manqueront pas d’étre encouragés par une convention éh'minant les doubles imposi- 
tions; »

. 

—- quevla suppression de la double imposition est conforme aux aspirations de la Com- 
munauté éconornique européenne relatives 5 l’égalisation des conditions de la concurren— 
Ce ct aux objectifs de l’Organisation de coopération et de développement éconornique 
(O.C.D.E.); ‘ 

_

' 

— qu’en outfe, i1 serait désirable de parvenir é une harmonisation deg dispositions des 
législation's nationales fendant é. favoriser les investissements dans les pays en voie de 
'développ ement ; 

— qu’une felle politique est conforme aux intéré’cs des pays associés, 

E xprir/ze de yoeu : 

—- qu’une négociation tendan 2‘1 l’établissement d’une convention type réglant les 

doubles impositions soit engagéc le plus rapidement possible entre la Communauté 
économique européenne et les pays en voie de développement; 
— que cette négociation soit conduite en collaboration avec la commission fiscale de 
l’O.C.D.E. quj étudie actuellement les problémes spéciauxvposés par les relatiohs entrc 
les pays industrialisés et les pays en voie d6 développement; 
— que les législations internes des pays en voie de développement soient touj ours guidées 
par le souci d’encourager l’investissernent, l’apport d’injtiative et de travail;

' 

-— qu’en parficulier soit évitéc toute taxation excessive ou anormale par rapport aux 
dispositions frappant les activités similaires dans les pays européens et assurée sur le 
plan fiscal 12. protection juridique des investisseurs; ' 

— qu’en vue de rendre effectives lés mesures prises dans ce cadre par les pays en voie de 
'développement, les pays industrialisés: 

»

I 

a) rejettent toutes mesures visant é réserver au seul Trésor du pays du domicile le 
.bénéflce des mesures prises par les pays en‘voie de développement en vue de faciliter les 
investissements sur leur territoire, 

17) prennent en considération les efforts de leurs entreprises dans les pays en voie de 
'développement et tiennent compte des exigences spéciales deces investi'ssements en 
matiére d’amortissement et deprovisions;

‘ 

— que les reptésentants des intéréts industriels et commerciaux soient consultés sur 1’en-‘ 
semble de ces initiatives. 

AUSTRIA 
BIBLIOGRAPHY 

‘UmJatzJieuergeIetz 1959, TeXtausgabe besterreichischef Gesetze und Verordnungen, 
-' Abgabengesetzei Band II/I, Eisenétadt,.Prugg Verlag,.1964, pp. 80, 08. 4o._—. 
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The turnover tax act of 195 9 as amended up to noVember I, 1964, is contairied in this 
.booklet with ’some explanation thereto footnoted. The appendices contain the most 
important decrees and excerpts of the turnover tax amending acts from 1959 to 1964. 

BELGIUM 
BIBLIOGRAPHY 

L’Impo‘t deJ permmze: pbjliquex, Linard dc Guertechjn, Bruxelles — Louvain Paris, I) 
Société d’Etudes morales, sociales et juridiques, 2) Maison Ferdinand Larcier, S.A., 
3) Editions Nauwelaerts, 1964, pp. 398. 

'

- 

This book is one of the few handbooks on the new Belgian income taxes introduced 
by the 1962 tax reform. It especially focuses on the taxation of resident individual tax- 
payer, the various prepayments which may be levied and the individual income tax 
(“impét des personnes physiques”) against which the prepayments may be credited. Also 
discussion centers around the assessment and the collection of the tax as Well as court 
procedure. A special feature of this book is the many examples indicating the manner 
in which taxes should be computed. The new income tax law and the most significant 
Royal Decrees have been included at the end of the book. 

GERMANY 
BIBLOGRAPHY 

Unterxmbzmgm {um Einkommemfeuerrecbz‘, Schriftenreihe des Bu‘ndesmim'steriums der 
Finanzen, Heft 7, Bericht der Einkommensteuerkommission, Bonn, Wilhelm Stollfuss 
Verlag, 1964, pp. 48 5. x 

In 1958 the Minister of Finance formed a commission to investigate the’language in 
which the Individual Income Tax Act was written, to check the consistency of the under— 
lying system and to suggest simplification of the law. The commission finished its report 
in October 1963. The first section of the report contains the mandate to the commission, 
the development of the commission’s activities, and its difficulties. The second part and 
most extensive deals with the opinions of the commission re—formulation, equity and 
appropriateness of the articles of _the Act 1961 . Finally the existing text of the Income Tax 
Act 1961 is compared with the text as proposed by the commission. 

Wirtnbaftxprflfer-Handbmb 196 3. Verlagsbuchhandlung des Instituts der Wirtschafts~ 
priifer GmbH, Diisseldorf, 1964, pp. 192. 
In Bulletin volume XVII, no. 5, page 285—286, we reviewed the first part of this\ 

reference work for tax consultants. This part is devoted to the law and the rules per- 
taining to theAdifferent types of professionals who operate in the field of giving aid and 
advice in accounting and tax matters. The reason Why this 196 3 handbook is published 
in October 1964 is that the applicable law provisions have been modified during the last 
year. As a result the pocket-edition gives up to date information in a systematital manner.
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INDIA 
TAX NEWS 

1. On 'the 24th December, 1964, the 
Indian Finance Minister announced three 
tax concessions intended to break the 
sluggishness of the capital market and 
to revive investment activity. ' 

The first and most important of the con— 
cessions is the tax certificate scheme, which 
is intended to encourage individuals to 
invest their savings in equity shares issued 
for the first time by new companies. The 
‘scheme is stated to be the first of its kind 
introduced anywhere in the world. Under 
the scheme, tax certificates will be offered 
to individuals who invest up to Rs. 
35,000 in the ordinary shares issued for 
the first time by new companies belonging 

' to certain specified industries after 23rd 
December, 1964. For investments of up 
to Rs. I 5,000 tax certificates W‘ilLbe issued 
for an amouht equal to 5 percent of the 
value of the investment each year for four 
years. For the next Rs. 10,000 of invest— 
ments, the assistance will be 3 percent a 
year for four years: and for the next slab 
of Rs. 10,000, the assistance will be 2 
percent a year for four years. Thus, on a 
total investment of Rs. 55,000, the indi- 
vidual could get tax certificates worth Rs. 
1,250 a year for four years — the return av- 
eraging out to a little over» 3. 5 7 percent per 
annum. The certificates will be given only 
as long as the shares are held by the origi— 
nal investor or his inheritors. ’They can be 
used for discharging all income-tax liabili- 
ties; and where the liabilities are less than 
the value of the certificate, the difi'erencé 
will be paid to the investor 12 months 
after the certificate is issued. 

The tax certificates will be granted in

I 

respect of ordinary equity shares issued 
by‘public limited companies satisfying the 
following conditions:—' 

' _that the company is a public limited 
company formed and registered in 
India for the purpose of manufacture 
or production of the articles in any 
one or more of the industries specified 
in the first schedule to the Industries 
(Development and Regulation) Act, 
1951, and any other industry as may 
be notified by the Central Govern- 
rmcnt from time to time; 
that the ordinary equity capital of the 
company issued for subscription is not 
1¢ss than Rs. 20 lakhs; and 

(iii) that the company has, since the, date 
on which it was registered, issued 
ordinary equity capital for the first 
time after December 23, 1964. 

The second concession is intended to V 

persuade individuals to put their money 
in Government securities. Income from- 
such securities will henceforward be 
exempt from the tax sur—charge levied on 
unearned income. 
The third concession is aimed.at_ en— 

couraging non-residents to deposit in 
banks in India the funds which they may 
not be needing immediately. The interest- 
earned on such deposits will be made tax- 
free. 
The above concessions will be in- 

corporated in the next Finance Bill but 
are being implemented'with immediate 
effect.

\ 

2. With a View to attract foreign private 1 

capital the' Indian Government announced 
on 15th January 1965 its decision to 
permit foreign investors ‘to establish
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industries with Indian partnership of their 
choice or even withOut it. The only 
stipulation is that the foreign investor 
should form an Indian company before 
getting the license or opening the sub- 
scription list to the Indian public. Accord- 

‘ ing to this decision, the letter of intent 
, will be given directly to foreign investors 
with sound industrial projects but the 
actual license will be issued only on the 
formation of an Indian company. If the 

foreign investor' is not ‘able to find 
suitable Indian partners in the Indian 
business circles, industrial finance institui 
tions like the Industrial Development 
Bank will assist foreign investors in pro— 
viding the necessary rupee finance. 
Generally it will be ensured that Indian 

capital, remains predominant, but. excep- 
tions may be made allowing foreign in- 
vestors a higher percentage of equity 
capital. 

Rejborted by K.C. KHANNA 

INDONESIA 
TAX NEWS 

On November 25, 1964 the following 
important tax changes were enacted and 
their statutes were to come into force. 
the same day. 

(I) Corporation income tax 
1. Profit Distributions to members of the 

the Board of Directors, supervisors, or 
partners are deductible in computing 
the taxable profit. 

. 

2. The rate of tax is 

3. Contributions to charitable and social 
institutions approved by the Minister of 
“Revenues, Defrayment and Control 
Affairs” are deductible; but limited to 
3 per cent of the taxable profit. 

4. A prepayment tax for the assessment 
' 

year 1965 will be levied. Government 
enterprises are permitted to calculate 
and pay the tax on their own initiative. 

5. The interest on delayed tax payments is 
5 per cent per month. 

(i) for corporations ’and legal entities (except for cooperative societies) 
Rp 2.500.000 — and less IO 0/0 
more than . 2.500.000 — up to including Rp. 5.000.000 20 0/o ' 

more than 5.000.000 — up to including Rp. zo.ooo.ooo 26 % 
more than 20.000.000 — up to including Rp. 4o.ooo.ooo 52 0/0 
more than 40.000.000 — up to including Rp. 100.000.000 38 0/0 

more than Ioo.ooo.ooo — up to including Rp. 250.000.000 44 % 
more than 250.000.000 — up to including Rp. 500.000.000 so % 
exceeding 500.000.000 52.5 0/0 

(ii) for cooperative societies
V 

Rp 1.000.000 — and less , , 5 0/o 

more than 1.000.000 — up to including Rp. 5.000.000 
, 

IO % 
more than 5.00.0.0001— up to including Rp. 10.000000 15 0/0 

exceeding Rp; I0.000.000 : ' 20%
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6. Adjustment of incorrect assessments 
may be carried 'out now by the tax 
authorities. 

7. The above amendments are applicable, 
starting with fiscal years after june 50, 
1964. 

Source: Law No. 22 of 1964, Official Gazetle No. 
115, 1964. . 

(II) [moms tax 
1. Profits derived from the alienation or 

exchange of immovable goods are 
exempt from tax where the sales price 
6: value of the, property does not 
exceed Rp. 5 million. 

2. With respect to movable goods the 
exempt sales price or value referred 
under (I) amounts to Rp. 1. 'million. 

3. Pension premiums, insurance pre- 
miums and interest are no longer 

‘ deductible.
' 

4. Where a Wife is employed and income 
tax is Withheld on her salary, then her 

» _ income is not to be added to the in- 
come of her husband.

I 

5. Personal allowance for a taxpayer is 

Rp. 180.000 per annum. . 

For each wife Rp. 84.000 per annu 
For each child (maximum of 10) 
Rp.‘ 60.000 per annum ‘ 

6. The rate of Tax 
Levied on every 
Rp. 3.000.- 
exceeding the 

Taxable amount Tax payable previous bracket 
of taxable 
amount 

Rp. v600.ooo.— Rp. 60.000.~ 
I 

100/0 
1.200.000 I 50.000 15% 
3.600.000 , 

630.000 20% 
7.206.000 1.5 50.000 - 

V 
25% 

12.ooo.ooo 2.970.000 30% 
z4.ooo.ooo 7. I 70.000 40% 

7. Contributions to charitable and social 
institutions pointed out by the Minister V ‘ 

of Revenues, Defrayment and Control 
Affairs, are deductible, but limited to 
5 per cent~of the taXable income. 

8. Profits derived from the alienation or 
exchange of movable or immovable 
property are taxed at a special rate of 
10%. _ 

9. The income tax amendments are 
effectivé as of January I, 1965. 

Source: Law No. 2 3 of 1964, Official Gazette No. 
114, 1964. 

(111) Net wealtb tax 
I. Precious metals, diamonds. and 6thef 

‘ precious gems are exempt from net 
wealth tax where their value is less than 

‘ 

Rp. 5 million.
‘ 

2. Where the taxpayer resides in his own 
home, the taxable net wealth of that 
house is computed as follows: 
the first Rp. 20 million of the value 100/0 

7 the next Rp. 2'0 million of the value 
' 20% . 

the exceeding value 
, 

v 50% 
Example: 
House and land the total value of which is 
less: 

Rp. 78.ooo.ooo 
(I) ,, 20.ooo.ooo 10% is Rp. 2.000.000 

Rp. 58.000.000 
> (2),, 20.000.000 20% is Rp. ’4.ooo.ooo 

Rp. 58.000.000 50% is Rp. 19.000.090 
Total net wealth Rp._ 25.ooo.ooo 
on the house —— 

3. Where the taxpayer can prove that he is 
' not entitled to enjoy the fully fruits of a 

certain part of his net wealth or in case 
his capital is used for activities in 

v 

‘ accordance with the development poli- 
V 
cy of the Government, the net wealth 
shall be computed'within rules set out 
by the tax authorities; for example, 

1 house whose rental price is controlled, 
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4. The tax rate. 
Net wealth less the value of which is 

‘ 
less than Rp. 50 million is exempt. 
However, Where net ’Wealth exceeds 
Rp. 5'0 million the rate is 0.05% levied 
on each Rp. 1.000 of net wealth exceed— 
ing Rp. 25 million. 

Sou'rce: Law No. 24 of 1964, Offitial Gazette No. 
125, 1964.. 

(IV) Special rulings are given with respect 
to depretz'atz'on allowances. 
No depreciation allowances are granted 
for ‘ 

(i) luxory motor cars (station—wagons, 
sedan cars etc.) 

(ii) luxory assets e.g. airconditioning, 
bungalows. 

Source: Law No. 28 of 1964, Official Gazette No. 
119, 1964. ' 

(V) Tax bolz'dqy from 5 to 5 years is 

granted to new established Indonesian 
enterprises engaged in agriculture, fishing, 
cattle—breeding, mining, manufacturing, 
transporting and other enterprises approv— 

ed by the Minister of Revenue, Defrayment 
and Control Affairs.»

7 

The tax holiday is effective as of January I, 
1965 and is applicable likewise to‘ producg 
tion sharing plans whereby foreign enter— 
prises contribute machinery and equip- 
ment to Indonesian enterprises.* 
Source: Law No. 27 of 1964, Offiu’al Gazette No. -

l 118, 1964. 

(VI) Special tax incentive; b}; fay of grant- 
ing deduction of a part or the entire! 
taxable income from investments made in 
agriculture, cattle-breeding, mining, ma- 
nufacturing, transportation and other 
enterprises approved by the Minister of 
Revenues, Defrayment and Control Af— 
fairs. 

Source: L411! No. 26 of 1964, Offirial Gazette No; 
117, 1964. 

(VII) Stamp Julie! on certain documents 
have been increased by approximately ten 
times the duty due prior to the increase. 
Source: Law No. 25 of i964, Official Gazette No. 
116, I964. 

ITALY 
BIBLIOGRAPHY 

I/fona’amelzto tearim (1311’ impoyta dz' regixtro — Applicazione pratica c problemi relativi; 
Author: Dott. WALTHER ALo—SI, Milano 1965, 95 pp. ‘ 

After a few general remarks on the basic legal principals of taxation the author_ gives 
a theoretical as well as practical survey of the Italian registration duty, with particular 
emphasis on sham transactions, the valuations of goods transferred the valuation of 
services rendered and the Valuation of lease holds. ' 

The author sums up his analysis with some critical remarks and proposals for modifica- 
tion of the registration duty, and suggests in particular a reduction of the number of 
transactions which are subject to the registration duty. 
The appendix contains a survey of the relevant case law. 

* Sec: Foreign Investment Policy and Taxation in Indonesia by; 'K.S. Jap in 18 (Bulletin) 334, 1964. 
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LEBANON 
TAX NEWS . 

INCREASE IN GOVERNMENT 
FEES FOR REGISTRATIONOF 
INDUSTRIAL PROPERTY 
The Lebanese Council of Ministers has 
approved a draft law," effe'cting a 50 per 
cent increase in government fees on 
trademarks, patents and designs. The said 
increase will also apply to all pending 
applications which are not completed 
before the promulgation of the said law. 

It is expected that the Lebanese Parlia- 
ment will approve the said increase, when 
the Bill c0mes on the agenda. ' 

The said increase in government fees 
Will necessitate an increase in our éxiSting 
Tariffs and will also entail a similar incréase 

on pending applications. The amount of 
the igcrease in the usual items' of the 
Tariff would be approiimately as follows: 

£ Ld. U .5 . .35 

Trade mark'application 1.10.0 
I 

4.20 
~Assignment 0.10.0 1.40 
Patentvapplication 1. 0.0 2.80‘ 

Assignment 0.10.0 1.40 
Design application 1 . 10.0 4.20 

A new Tariff will be issued upon the final 
promulgation of the law; but it should 
be remembered that all our previous 
Tariffs stipulate that the rates “are subject 
to variation upon changes in official fees, 
without notice”. 

Reported by Saba d? C 0., Beirut; 

MALAYA 
BIBLIOGRAPHY 

.Perxona/ [gram T ax in the federation of ‘Ma/aja (now known as States of Malaya) with 
Foreword by the Hon. Mr. Tan Siew Sin, Ministeg of Finance, by H.W.T. PEPPER, 
Director of Tax Planning and Research. 
Obtainable: Government Printer, Kuala Lumpur 50 cénts Malayan currency(U.s. 

17 cents, U.K. ls.zd). ‘ 

NETHERLANDS 
BIBLIOGRAPHY 

An‘derbz'z/ve may belastingm, SCHUT’fEVAER, H. en ].G. DETIGER, Deventer, Kluwer, 1964, 
‘pp. 100. 
The tax development in the Netherlands during the last I so years is the subject 'of ‘ 

this book. Professor Schuttevaer centers his discussion around the I9th century develop 
ments when the foundation for a tax system was laid. Professor Detiger directs his ' 

attention to modern trends Within the 20th century.
1 

Tarief van invoerrec/ytm, Deel I: Douane-overeenkomst BCNCLUX;'D661 II: Tariefbesluit 
1960, Nederlandse Staatswetteh No. 100, I en II, Schuurman & Jordens, HOOGEVEEN, 
W., Zwolle, Tjeenk Willink, 1964, pp. 682 and 489, Dfl. 6,25 and 4,75. 
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Seventh edition of Volume I, including the BeNeLux treaty of 1944 and its 195 8 and 
1 960 Protocols, aé amended up to January I, 1964; Third edition of Decrees and Regula- 
tions to the forementioned treaty on import duties, up to April I, 1964. 

De detai/bandel en de amzetbelqting, Den Haag, ‘Hoofdbedrijfschap detailhandél, I964, 
35 PP- 
Brochure discussing the consequences for the retail trade in the Netherlands if the 

added value tax on tuxnover should be introduced in this country. 

Finale Verbalen, SMITS R.M., Amsterdam, F.E.D., 1964, 151 pp. DH. 9.—-.' 
A Hundred tax problems and their solutions, written for students on the income, net

_ 

worth and turnover tax.
' 

Dubbele belatingbg‘fing van dividendm, Fiscale’Monografie‘én, ROELOFFS L., Deventer, 
Kluwer, 1964, 171 pp. Dfl. 11,50. , 

Thesis for a doctorate degree at the University of Groningen. The author discusses 
the' problem of double taxation of corporate profits; i.e. once of the corporate profits 
and then of the dividends at the stockholder level. The author’s opinion is that the 
system as it exists in the United Kingdom, whegeby the income tax assessed on the 
company is considered to have been paid by the stockholder, would be preferable. The 
book concludes with a comparison between the United States, the Swiss, Italian, French 
and Belgian legislation. A summary is presented in English. 
Voorkom'ng van dubbe/e belwz‘z'ng, BOUWSMA J., N.V. Uitgeverij FED, Amsterdam, 1964, 
2nd edition, Fiscale Studieserie nr. 3, pp. I 5 I. 

. This book is concerned with the Dutch tax consequences with respect to income and 
property which is also liable to foreign taxes. It describes the unilateral méasures to avoid 
double taxation, the rules for the settlement of tax matters between the various parts 
of the Kingdom (which are autonomous in tax matters) and the treatment of international 
and diplomatic officers with respect to the Dutch income tax. ' 

‘ PAKISTAN 
TAX NEWS 

'The following proposals concerning direct 
' income does not gexceed Rs. 25,006 is 

taxes were included in the Budget Speech of ‘to be extended to industrial compa- 
1964—65 : . 

> nies Whose income does not exceed 
. 

_ V Rs. 50,000. 
Income—tax (and super—tax). Also the following rebates'will be intro- 
The following change will be introduced: duced: ’ 

'(i) The additional 5% super-tax rebate for Companies engaged in 
presently granted to companies whose mining ' 

, 100/O 
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pn foreign income of Pakistan 
enterprises remified to Paki- 
stan I 5% 

Note that the present income—tax rate for 
companies is 50%; the present company 
super-tax rate on dividends from other 
Pakistan companies is 20%, but reduced 
to 15% if received by a public company. 
The present super-tax rate for companies 
is 300/0 on the remainder of total income 
(excluding bonus shares)./ 

Capital gain: tax 
Where an asset is disposed of within six 
months, normal tax rates will apply. Where 
it is held for more than six \months but 

» less than five years, exisn rates will 
apply. Where it is held for {me years or 
more, half existing rates will apply; they 
would also apply to dealers in shares Whose 
profits from such transactions are normally 
tréated as income but who retained assets 
for five years or more. 

New industrial undertaking: 
The existing provisions are extended until 
June 30, 1970 but from July I, 1965 the 
tax holiday period would be reduced by 
two years, i.e. to 2 years, extended to 4 
or 6 in certain areas. For a number of 
industries, the requirement that mainly 
Pakistan _ra‘w materials be used is to be 
relaxed. 

Exemption: . V 

The first Rs. 500 of savings bank interest 
(Post Office savings bank interest is 

already exempt is to be exempt. The 
present exemption for certain residential 
houses, due to expire June 50, 1965 is 
'extended for like years. The present 
exemption for certain foreign technicians 
is extended from two to three years. 

Educational expemex. 
'The Unit of Rs. 500 per child is removed, 
but the maximum allowance of Rs. 900 
remains. 

Foreign tax credit 
Tax credit for income from branches in 
various countries may' be aggregated in- 
stead of being limited on a country basis: 

Auexxmmf and payment ‘ 

All salaried and certain other taxpayers» > 

Will be required to calculate and pay ’tax 
due when making their return of income; 

Net Weak/J tax 
Private companies are to be exempt. 
Rates on individuals become: 

Nil First Rs. 400,000 
Next Rs. 1,000,000 I % 
Next Rs. 2,000,090 1%% 
Over Rs. 3,400,000 2 % 
Net Wealth tax would be limited to I 5 % of 
total income. 

Source: Inlernatianal Auwmlanlx’ fourth] Vol. 34. no. 3, p. 89; 

TOGO 
TAX NEWS 

The {96; Finance Act (enacted December 
31, '1964) introduced new rates for direct 

, 
taxes. 

As of January I, 1965 the schedule for 
the individual income tax is set forth as 
follows: 
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Taxable income 
(in Frs.) dependents 1234567 

% Tax Payable on Tax'ablé Income _ 

o — 7,000 o o o o o o 0 
7,001 —— 20,000 

' 

6 5 4 5.5 3 2.5 2 
20,001 — 40,000 7 6 5.5 5 4.5 _4 3 
40,001 - 80,000 12 7 6 5.5 5.5 5 5 

80,001 — 160,000 ' 25 15 II 10 8.5 m 7 6 
160,001 — 320,000 35 26 21 18 I4 . 12 11 
over 320,000 45 35 32 30 28 27 26 

240 Togo francs = $ 1.
' 

The employer’s payroll tax (versement Taxes must be paid before the 15th of 
forfaitaire sur les traitements et salaircs) the month for the preceding three 
is‘ decreased from 1.5% to 1%. month tax period. 

UNITED STATES 
BIBLIOGRAPHY 

T be federal tax Jymm: fact: and prob/elm, 1964.* A Staff Study Prepared for the Joint 
Economic Committee, Congress of the United States. Paper; Superintendent of Docu— 
ments, U.S. Government Printing Office, Washington, 1964, $1.00. 

Where the seat of authority over tax legislation lies, there the inquiry into tax problems 
and tax policy will generally be centered. Take the case of Parliamentary democracies 
like Sweden or Great Britain, for example. There the Cabinet, the executive branch of 
the Government, generally originates tax legislation, presenting the Finance Act or 
its equivalent to the legislature, as a matter of confidence, for adoption or rejection. And 
there as a result it is the executive branch which carries the burden of inquiry into tax 
questions, for example through the device of the Royal Commission or the expert 
committee of inquiry.1 But in a Congressional democracy like the United States, the 

* The Bulletin feels that this book review, which explains the workings of the U.S. legislature system 
as it pertains to fiscal legislation, would be of interest to our readers. 
1 For recent examples of Swedish expert committee reports, see Internationella Skaltefragor, Staten 
Offentliga Uttedningar (SOU) 1962259; .lh‘ Skatteyxtem, SOU 1964-25 (for a discussion of the contri— 
bution of these expert committees to tax scholarship, see Harvard Law School, World Tax Series 
Taxation in Sweden 51). . . 

For an example of a recent British report, see Report oftln: Committee on Turnover Taxation, (Cmnd. 2300, 
1964). In Britain, the wisdom is often in the dissent. Subsequent developments in capital-gains taxation 
for example, depend not on the View of the majority of the Royal C ammiuian on the T axalian of Profit: and 
Imome (Final Report( (Cmnd. 9474, 195 5) but on the Memorandum of Diuent 13y Mr. G. Woadcack, Mr. 7 

H.L. Ballad: and Mr. N. Kaldo’r (Cmnd. 9474, p. 365). 
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cxcutive proposes but Congress disposes.2 Under the American system, the legislativé 
branch is supreme‘in tax matters; as a result it is the legislative branch which Carries 
much of the burden of inquiry.-

I 

To many abroad, the image of Congress may be formed by the likes of Senators Jde 
McCarthy or Barry Goldwater or Strom Thurmond. But this image is only a part of the 
story. Congress and its agencies make a major intellectual contribution to the solution 
of the problems that face the United States. To assist it in its consideration of legislation, 
the Congress and its powerful committees hold hearings, solicit the View of taxpayers 
and their representatives, publish multivolume studies including papers by business 
and academic experts.3 - 

For novel or especially troublesome questions, the Congress may retain outside 
experts to carry on research on its behalf. A notable example, a landmark in United 
States fiscal history, is the recent study, for the House Committee on the Judiciary, of 
the Advisory Group on the State Taxation of Interstate Commerce headed by Professor 
Ernest Brown of the Harveard Law School.4 ' 

V 
-

' 

This is not to say that in the United States it is only the legislative branch that inquires 
into tax problems. Perhaps a reflection of our traditional system of Checks and balances, 
there is on the executive side a top Treasury official, the Assistant Secretary of the 
Treasury'for Tax Policy, who has the aid of legal advisors (the Office of Tax Legislative 
Counsel) and economists (the Office of Analysis). _ 

Sometimes the Treasury succeeds in convincing the Congress, sometimes it does no’c.‘5 
And again? in the American tradition, the inquiries of the legislative and executive 

2 “In the American congressional tradition, the tax-writing committees of Congress often prefer 
to follow their own ideas rather than adopt presidential suggestions, and, thus, their role is of great 
significance.” Harvard Law School, World Tax Series, Taxation in tbe United State: 88 (1963). 
3 See, for example, Tax Revixian Campena’ium (Compendium of Papers on Broadening the Tax Base),- 
3 volumes, Home Committee on Ways and Means 86th Congress, Ist Session, 1959; Expire T ax Com- 
pendium (Compendium of Papers on Excise Tax Structure), House Committee on Ways and Means, 
88th Congress, 2d Session, 1964. ' 

4 State Taxalizm afInterxtate C ommerte (Report of the Special Sub-committee en State Taxation of Inter- 
state Commerce of the Committee on the Judiciary), 2 volumes, House Report no. 1480, 88th Congress, 
2d session 1964. This study, still continuing, arose out of the decisions of the Supreme Court in North— 
wertem Sta/e: Portland Cement C0. 1/. Minnexota; William 1/. Stotkbam Value: & Fittingx Ina, 35 8 U.S. 450 
(1959), Brown-Farmzm Distiller: Corp. a. Collector, 359 U.S. 28 (1959), and related cases. In one of them, 
Internatiom‘z/ Shoe Co. 1/. Fontenot, 359 U.S. 984. (195 9)« the Supreme Court refused to review the decision of 
a lower court (236 L2. 279, 107 So. 2d 640(1 9 5 8)), upholding a state income tax on a foreign corporation 
which had no permanent establishment in the taxing state; its only activity there was the regular solici- 
tation of orders, followed by the shipment of its shoes into the taxing state. (In the Interstate Commerce 
Tax Act, Public Law 86-272, Congress exercised authority, at least on a temporary basis, to delay appli- 
cation by the states of this concept of their income ta}; jurisdiction). How far the International Shoe rule, 
permitting an importing state to tax the income of outsiders who merely solicit orders and export into 
that state, may be extended from the interstate to the international level is an interesting question for 
the future. 
5 Compare the success of the Treasury in persuading Congréss to adopt its anti-taX—haven proposals 
(in the Revenue Act of 1962) with its subsequent failure to persuade Congress to adopt a number of 
proposed domestic reforms (in ’the Revenue Act of 1964). For the 1962 Act, see Taxation in the United 
State) 1042. 
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branches info tax policy are su'pplerfiehtcd by the work of those great semi—public in- 
stitutions, the private foundations, often acting in conjunction with the universities.6 
But important though the work of the executive branch, the foundations, the univer- 

sities, and the outside experts may be, at least as important as the steady, day-by-day 
contribution of the permanent staffs of Congressional committees. The study here 
reviewed, for example, is the work of the Staff of the Joint Economic Committee of the 
Congress, a committee whose Chairman, the diStin'guished Senator from Illinois, 
Paul H. Douglas, is a former Professor of Economics. Prepared primarily by Dr“ 
Alan P. Murray, 2. staff economist, the study brings up-to-date a similar 1961 study now 
out of print.7 The new study is available from the US. Government Printing Office for 
one dollar. No greater bargain can be imagined for the lawyer- or economist, in the 
United States or abroad, seeking a succinct summary of present US. tax law and of 
major current issues in Federal tax policy. 

Successive chapters deal with the general characteristics of the United State‘s tax 
structure (including an explanation of such matters as the administrative budget, the 
cash budget, the Government’s trust fund receipts, and how these all differ from the 
national income accounts), the individual and corporation income taxes, the taxation of 
capital gains, depreciation and the new investment credit, income from natural resources, 

' 

retirement plans, income from forcing sources, excise taxes, estate and gift taxes, payroll 
taxes, and federal—state tax relations. 
With foreign countries moving increasingly toward the taxation of capital gains 

dl’Amérimim, let us take the chapter on capital gains as an example. The chapter begins 
with an outline of present law, first the general provisions and then the provisions dealing 
with timber, livestock, employee stock options, oil royalties, gain on the sale of a 
personal residence, and similar special matters. Then come several pages on the history 
of changes in our treatment of capital gains, and finally a section on ,,Issues and Pro- 
posals.” This deals with current equity and economic issues in the capital gains area, in- 
cluding (and this may be of moét interest to those abroad concerned with tax policy) 
current prdposals for change in the tax treatment of capital gains—reductions of rate, 
changes in holding periods, taxation of gains on assets transferred at death, “rollover” 
averaging, taxation of capital gains on an actual rather than a realized basis, and so on. 
And the invaluable statistical appendix has seven pages of tables on capital gains taxation 
~the amounts of gain (and loss) reported for each year (with an index of stock prices), 

. the number of individuals reporting gain, the size of their gains and of their incomes, 
the source of their gains (in 1959, for example, 41.5 per cent from corporation shares, I 8 
per cent from real property), and the estimated yield from capital gains taxation from 
1948 to 1961. - 

Dr. Murray takes no stand on the merits of each issue presented. Proper though this is, 

6 For a recent example, see The Role afDirept am! Indirect Taxe: in the Federal Revenue Syxtem, a Conference 
Report of the National Bureau of Economic Research and the Btookings Institution (1964). This study 
is part of a tax research program financed by the Rockefeller Brothers Fund, the Life Insurance Associa- 
tion of America, and the Ford Foundation. 
7 Tbe Federal Revenue Syxtem: Pam and Problem: 1961 (materials assembled by the Staff, Joint Economic 
Committee, 87th Congress, Ist session). 
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it leads to a certain monotony of presentationfithe bite that an author’s bias ‘gives to his 
writing is missing. In each chapter, we have “proponents of‘ this View argue that,” 
“opponents on the other hand content that”, and so on. But the balance is fair, if not 
stimulating; it is left to the reader to judge. We can only admire Dr. Murray’s impartiality. 

It is perhaps this very impartiality which gives the reader the impression that there are 
few tensions in the United States tax' system today. There seem to be few issues to produce 
such arguments as those provoked by the introduction—at the initiative of the executive 
branch, by the way, not the legislative—of the anti—tax-haven provisions that became 
the Revenue Act of 1962.8 Perhaps the success of these new rules has quieted those who 
may have cried “wolf 1” once too often; despite their predictions, the heavier tax burden 
imposed on taxhaven corporations has not prevented a continuing increase in American 
investment overseas. Not only is U.S. investment abroadx rising in absolute terms; it is 
rising faster than domestic investment.9 " 

But if 01d problems lie down, new ones arise. 
There is a brief discussion here, for example (page 41), of Senator Russell ~Long’s,. 

current proposal to establish an alternative, and lower; tax rate schedule for individual 
tdxpayers who agree to forego the special credits, exclusions, and deductions that mark 
the United States tax structure. But the book appeared too late to take account of a 
controversial new tax proposal. This is the scheme of Walter Heller, a Minesota econo- 
mist and late Chairman of the President’s Council of Economic Advisors, to give away 
to the states every year a fixed portion of the Federal government’s tax 'receipts— 
perhaps up to $5,ooo,ooo,ooo a year. These free gifts, to be made, for example, On a per 
capita basis, would not be loans or grants-in-aidlo, tied to such specific projects as 
schools, or hospitals, or the retraining of the unemployed, or the fight on poverty. The 
states could do with their Heller gifts as they saw fit. At the extreme, the State of Missis— 
sippi could use its free gift to “beef up” the State Highwaeatrol. To avoid charges of 
regional prejudice, let me add that my own State of Massachusetts (where a former 
governor and a' former commissioner of public works have recently bgen indicted on 
charges of misconduct in office) could use its gift to finance what is alleged to have 
happened before—the purchase from state officials, for state use, at exorbitant prices, of 
land recently'sold them by the state, at bagréin prices, as surplus to the state’s needs! 

8 See Taxalion in the United State: 1042. 
9 “U.S. Companies Lifing-Overseas Outlays Faster than Rate Here, ” Tbe Wall .rtreetjoumal, October 
'27, 1964, p. 3 (Commerce Department survey shows U.S. companies expected 'to invest $5.9 billion in 
plant and equipment overseas in 1964, an increase of 16 per cent, against expected increase of only 13 
per cent domestically; in manufacturing alone, overseas investment expected to increase 26 per cent in 
1964, against 16 per cent domestic increase; “notable upturn” in oversea§ spending expected to continue

' 

into 1965).
' 

10' According to the work under review (page 198), “grants-in-aid from the Federal Government to 
the States and their subdivisions have played an increasingly important role in intergovernmental fiscgl 
relations. . . The Federal-aid system has grown out of a consciousness that certain functions normally 
viewed as primarily State or local responsibilities but having a national interest (for example, highways 
and assistance to the needy aged), were not being performed, or were being performed inadequately, 
at the State and local level. Generally to promote nationwide uniformity in minimum standafds of service, 
Federal aid has been granted, conditional upon matching or related State and local eXpenditures.” 
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The Treasury Department opposes the scheme and doubts its legalify ;11 the power of 
Congress to tax and to spend under the Constitution (Article I, sections 8, 9) may not be 
unlimited.12 

It may be an indication of changing trends in American thought that an idea that seems . 

a relic of the Populism of the 1890513 is hailed by Senator Goldwater in the 1960s as 
“entirely conservative economic policy.”“ Or is only that extremes tend to meet? 
Proponents of the Heller plan advance a tax-policy reason in its support—the Federal 
money to be given away comes from “progressive” taxes (the Federal revenue system is 
based primarily on the individual income tax) while the States’ tax sources are“regress_— 
ive” (primarily sales and real property taxes). Ironically, to take Massachusetts again as 
an example, this is a ‘state which for years has resisted effort of such “liberal” organi- 
zations as the League of Women Voter: and American: for Democratic Action to enact a — 

progressive state income tax‘ (like those in New York or California, for example). This 
new tax proposal is regarded as conservative, and gets Senator Goldwater’s approval, 
because the Federal Government will tie no strings to the money it gives away—eXert 
no authority, that is.15 The common lawyer, however, will recall the rule that he who 
takes the King’s shilling is thereafter subject to the King’s discipline. Dr. Murray gives 
us the arguments for and against Federal grants—in—aid (pages 198 and 199) ; it is too bad 
that he could not also apply his iron impartiality to the new and more controversial 
question of Federal give-aways. - 

- It may be the ultimate reflection of the affluent society that the Government’s chief 
tax problem today is how to give money away, not how to take it in. In a. country 
considering whether to give away $3,ooo,ooo,ooo a year, no strings attached, it is old- 
fashioned of me to return to the fact this book costs only a dollar. (This no doubt 
reflects Disraeli’s rule that: little things attract little minds). But I suggest that the prac- 
tising tax consultant or economist or professor of public finance seeking information on 
the U.S. tax system Will find more value for money in this admirable work than is 
avallable anywhere else. M A R r 1 N N o RR 
n “Sharing Revenues: A Plan to Divert Part of Federal Tax Take to States Hits Snags”, The Wall 
Street journal, November 17, 1964, p. I. 
I2 See United Slate: 1). Butler, 297 U.S. I (1936), especially the dissenting opinion of Mr. Justice Stone 
(297 U.S. I, 78, 83): ,,The Constitution requires that public funds shall be spent for a defined purpose, 
the promotion of the general welfare. Their expenditure usually involves payment on terms which will 
insure use by the selected recipients within the limits of the constitutional purpose. Expenditures would 
fail of their purpose and thus lose their constitutional sanction if the terms of payment were not such that 
by their influence on the action of the recipients the permitted end would be attained.”

' 

15 The Populists were a radical mid-western political group who believed that “the bankers were 
hoarding gold and that the circulation of more money would help the situation.” Columbia Encyclopedia 
x701 (3d ed. 1963). 
14 “More Government or Less?”, The Emnomixt (London), October 24, 1964, 353, 354. See also 
“Johnson’s Course”, T be Wall 5 Ireet journal, October 30, 1964, p. IO, describing this “conservative-style 
gesture” as “in quiet tune with kccp-the-money-spinning economics.” 
15 At'thc moment of writing this review, “it is fat from clear, however, that Johnson, his Cabinet 
chiefs, or Congress will buy the idea of unconditional grants. Johnson himself has been sceptical about 
the dependability of state governments in executing programs or in spending money on the right things.” 
“Planning to Keep. the Ball'Rolling,3’ Bmineu Week, November 14, 1964, 2 3, 24. 
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Mickie’: (formerly Alexaizder’x) Federal Tax Handbook, DRYSDALE, D.D., Charlottesville, 
Virginia, The Michie Company, 1964, pp. 1730. 

- 

The non American tax attorney who finds that he must sit down and wrestle with the 
American tax structure soon finds himself suffering from a severe case of “sectionitis”. 
Oftentimes wading through the sections of the Internal Revenue Code, the Regulations, 
the Revenue Rulings etc. leaves one no further apprised of his problem than when he 
first started. ,

' 

This voluminous treatise simplifies the chore that the European attorney often faces. 
The book not only gives one the appropriate sections with which he must familiarize 
himself in order to communicate his tax problem intelligently to his American counter- 
part, but the book gives one examples precisely as to how the law may be implemented. 

Althoughytaxation problem§ are not answered from this book, it does make the Euro- 
pean attorney less apprehensive aBout viewing his client’s tax problem from all sides. 

Full employment or .rz‘agnatz'on, CULBERTSON ].M., Mcw-Hill, 1964, pp. 252. 
Professor Culbertson in his most enlighting book, lashes out at the “misguided 

government economic policies.” The high unemployment level and the weak economic 
growth of the United States come as no surprise to the author. He claims that the errors 
of policy are not accidental but they are based upon fallacious economic theories. The 
author also expresses his concern that the leaders of these fallacious policies are-not 

retiring in any way from their leadership, and grave concern is expressed of the fate 
to come.

‘ 

The way to correct this downhill Slide, states the Professor, is by arousing the public 
to the economic turmoil that is brought about by the tenacious ideas of our economic 
leaders. The author first leads the reader through the various economic theories and 
policies to the present economic condition of the United States. He next speaks to the 
causes of unemployment and its cost to society. He then directs his attention to various 
policies that are used to alleviate the unemployment condition, i.e.' debt management, 
monetary management and mismanagement, restrive policies etc. Lastly, the author 
warns the intellectural l¢aders to have reason prevail in our economic society. 
The Professor is of the opinion that economic policy can be put on a secure foundation 

only through an aroused public discussion—one that stirs the intellectual leaders of the 
nation to meet their responsibilities, to bring government economic policy under the 
sway of modem thought. The purpose of this book is to contribute to such a discussion. 
Whether or not one is in accord with the theories set forth by Professor Culbertson, one 
is certainly set to think about the American economic problems. 
The Professor is a well known American economist having been in the government 

service for a number of years. Presently he is Professor of Economics and Commerce at 
the University of Wisconsin. |
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URUGUAY 
TAX NEWS 

Major summaries [of company Permanent EIIab/ixbmem‘ of Foreign Com- 
taxatiOn in Uruguay ' paflie: . 

The same as for domestic corporations, 
Damestic Companies but the permanent establishment must, 
1. Tax on income from industry and in addition, withhold 20% of the profits 

commerce remitted or credited to the head office. 
taxable base: 

V, 

income from industry and c‘omm‘erce 
adjusted according to law or 20% of 
gross income in other cases. ' 

tax rate: 6% 
2. Corporation tax on undistributed 

profits 
>taxable base: 
undistributed net income less 15% 
of net income 

Nan—residenl Foreign C ompam'e: 
taxable base: income from Uruguayan 
sources is adjusted 
tax rate: 20% 

Taxation of Dividend: 
taxable base: dividends less 5% of the 
gross dividends ' 

tax rate: 15% tax rates: 

3. 
' Tax on excess profits a. for shareholders Whose indentityris not 
taxable base: disclosed or non-resident 20% with— 
greater than 20% ofthe net worth held (8% in case of profits subjected to 
tax rates: 

I 

the corporation tax on undistributed 
income exceeding 20% profits)

> 

net Worth, I0% b. for resident stockholders whose iden— mcome exceeding 25% 
> tity is known: the progressive rates of 

“Ct worth, 15% the income tax assessed are as follows: 
income exceeding 30% .

0 net worth, 25%> “P to 25-000-000 5 A) 
. . 0 Income exceeding 35 /o between 25.000.000 

0
. Per worth’ 55 4) and Ioo.ooo.ooo 10% mcome exceedmg 40% 

net worth, 50% between Ioo.ooo.ooo 
income exceeding 50% and 2 50.000.000 I 5% 
net worth, 6 5% 

4. Net worth taxes 
taxable base: 
difference between assets and liabilities. between 5 00-000-000 
as adjusted and 750.000.000 30% 
tax rate: 1.33% 

5. Substitute inheritance tax 
taxable base; capital and reserves 
tax rate: 0.8 5% 

’ 

' over I.ooo.ooo.ooo 500/0 

between 25.000.000
0 and soo.ooo.ooo 20 A, 

between 250.000.000
0 and I.ooo.ooo.ooo 40 A,



\ 

T axaz‘z'on‘of Interest 
taxable base: amount of interest (for tax 

» purposes the minimum rate is 12% of the 
capital) 
tax rates: the same is for dividends 

WORLD TAX REVIEW 

Taxation of Boyd/tin 
taxable base: amount of the royalties less 
up to 50% for justified and Verified ex— 
penses

’ 

tax rates: the same as for dividends 

VENEZUELA 
TAX NEWS 

Domes-tit Companie: 
1. Schedular business incomé tax 
taxable base: business income from 
Venezualan sources 
tax rate: 50/O (mining 2%% farming 4%) 
2. Complementary tax 
,taxable base: net income from Venezualan 
sources subject to schedular taxes 
tax rate: progressive from 10% for the 
first 100,000 bolivares to 45% for the 
excess of 28,000,000 
3. Additional tax 50-50 
tax‘able income: income from exploitation 
of ‘mining hydrocarbons, royaltiqs from 
concessions for the exploitation of the 
above when directly received by tax- 
payers engaged therein. Taxes paid thereon 
and expenses incurred may be deducted. 
tax rate: 50% ' 

Foreign C ampam'e: . 

Taxes mentioned at 1., 2., and 3. supra 

Taxation of Dividendx v 

In order to avoid double taxation, div‘i- 

'dends are not taxed 

Taxation of \Interm‘ 
taxable base: amount of interest due (for 
tax purposes the minimum interest rate 
is deemed to be at least 6% of capital) 
tax rate: 6% 
Taxation of Kyla/tie: 
taxable base: royaltiES~ received less de— 
preciation for the acquisition COSt 
tax rate: 6% 

WESTERN EUROPE- 
BIBLIOGRAPHY 

Taxation in Wextem Europe 1964, A Guide for Industrialists, Federation of British 
Industries, 21 Tothill Street, London SW. 1, October 1964, pp. 281, 30 shillings. 
This useful guide to taxation in the I7 West European countries is a must for the desk 

of every individual who is‘ concerned with taxation in Western Europe. The book 
analyses each country’s tax system of the basis of taxes based on income or profits, taxes 
based 9n capital, sales or turnover taxes, taxes based 'on payroll or numbers employed 

_ 
and ‘local taxes. Within these broad categories one finds discussions on tax incentives, 
depreciation allowances etc. All in all, the book is a handy practical guide to European 
taxatlon. ,



AT 
YOUR ' 

SERVICE 
_ 

Prentice-Hall, Inc. Eis the largest organization in the world 
that is engaged in the dissemination of information on 
taxation, government

I 

regulat1on, and busmess COI‘ldltIlS. - 

Justa sampling of the subjects covered in P—H publications is 

shown in the following listing: 

El Anti-Discrimination 
Acts 
Arbitration ’ “ 

Capital adiustments 
Charitable trusts 
Clayton Act 
Closed shop 
Collective bargaining 
Corporation laws 
Disclosure laws 
Doing business 
Employee benefit plans 
Estate planning 
Excess profits taxes 
Excise taxes 

DDDDDDDDDUUUD 

To obtain information, — ’covering‘the‘fi'e1*d‘0f-yourinterest7addres s—Depa-rt-men-t—g, . I-4-I 

DEIDEIEIDDEIDEIDDEIDD 

Federal taxes I: Sales taxes 
Franchise taxes El Securities regulation 
Government contracts El SBIC 
Inheritance taxes E] Social Security 
Installment selling El State taxes 
Labor relations ' 

El Stock rights 
Oil and gas taxes I: Stock transfer taxes 
Payroll taxes El Taft-Hartley Act 
Pensions El Trusts 
Personnel relations El Unemployment 
Profit sharing ixisurance 
Property taxes El Union contracts 
Public utilities taxes El Wage and hour laws 
Retirement plans D Wagner Act 
Robinson-Patman Act El Wils 

without obligation, on the publication~ 
(SD). We will be glad to be of service to» you. 

PRENTICE'-HALL, Inc. 
ENGLEWOOD CLIFFS, NEW JERSEY 
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, III .‘ ‘ 

TREATIES 
JAPAN—THAILAND 

CONVENTION BETWEEN JAPAN AND THAILAND FOR THE 
AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION 

WITH RESPECT TO TAXES ON INCOME
I 

Sigried at Bangkok, March I, 1963
I 

The Government of Japan and the Government of Thailand. 
Desiring to conclude 21 Convention for the avoidance of double taxation and 

the prevention of fiscal evasion with respect to taxes on income, ' 

' Have appointed for that purpose as their respective Plenipotentiaries: 
The Government of Japan; 

'
' 

Mt. Hisanaga Shimadz‘u, Atfibassador Extraordinary and Plenipotentiary of 
Japan to Thailand 

The Government of Thailand: ‘ 

Mr. Thanat Khoman, Minister for Foreign Affairs of Thailand 
Who, having communicated to one {mother their respective full powers, found 

in gdod and due form, have agreed upon the following Articles;
4 ARTICLE I 

I. The taxes which are the subject of the present Convention are: 
(a) In Japan: The income tax and the corporation tax. 
([7) In Thailand: The income tax. 
2. The present Convention shall also apply to" any other tax on income or profits 
which has a substantially similar character to those referred to in the preceding 
paragraph and which may be imposed in either Contracting State after the date of 
signature of the prgsent Convention. ‘ ' 

ARTICLE II ‘ 

I. 'In the present Convention, unless the context otherwise requires: 
(a) T he term “Japan”, when used in a geographical sense, means all the territory 

in which the laws relating to Japanese tax are enforced.
’ 

(b) The term “Thailand” means the Kingdom of Thailand. 
(0) The term “one of the Contracting States” and “the other Contracting State” 

mean Japan Or Thailand, as the context requires. 

‘11;



(d) 

(e) 

(f) 

(g) 

( 11) 

('2') 

(k), 

(1) 

n4 
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The term “Japanese tax” means the income tax, the corporation tax and 
such other tax on income or profits of a substantially similar character as: 
referred to in paragraph 2 Of Article I; and the term “Thai tax” means the 
income tax and such other tax ‘on income or profits of a substantially similar 
character as referred to in paragraph 2 of Article I. 
The term “tax” means Japanese tax or Thai tax, as the context requires. 
The term “Japanese corporation” means a company or any other kind of 
juridical person created under the law of Japan or any organization without 
juridical personality treated for the purposes of Japanese tax as a juridical 
person created under the law of Japan; and the term “Thai corporatién” 
means a company or any other kind of juridical person created under the 
law of Thailand or any other body or group of persons without juridical 
personality which is taxed in a substantially same manner as a juridical person 
created under the law of Thailand. 
The terms “corporation of one of the Contracting States” and “corporation 
of the other Contracting State” mean a Japanese corporation or a Thai 
corporation, as the context requires. 
The term “resident of Japan” means any individual who is resident in Japan 
for the purposes of Japanese tax and not resident in Thailand for the purposes 
of Thai tax and any Japanese corporation; and the term “resident of Thai— 
land” means any individual who is resident in Thailand for the purposes of 
Thai tax and not resident in Japan for the purposes of Japanese tax and any 
Thai corporation. 

' 

_ _

' 

The terms “resident of one of the Contracting States” and “resident of the 
other Contracting State” mean a resident of Japan or a resident of Thailand, 
as the context requires.

' 

The term “Japanese enterprise” means an industrial or commercial enterprise 
or undertaking carried on by a resident of Japan; and the term “Thai enter- 
prise” means an industrial or commercial enterprise or undertaking carried 
on by a resideht of Thailand. 
Thc_terms_‘_‘e;1terprisre‘oj one—10f the_ Contracting Sgtcsj’1agd_f‘entexprise of 
the other Contracting State” mean a Japanese enterprise or a Thai enterprise, 
as the context requires. 
The term “permanent establishment” means a fixed place of business in which 
the business of an enterprise is wholly or partly carried on. 
(i) The term “fixed place of business” shall include a place of management, 
a branch, an office, a factory, a workshop, a warehouse, a mine, quarry or 
other place of _extraction of natural resources. 
(ii) An enterprise of one of the Contracting States shall be deemed to have 
a permanent establishment in the other Contracting State, if



on) 

(n) 
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(2121) it carries on in that other Contracting State a construction, in— 

st‘allation or assembly project or the like; ' 

(bb) it carries on in that other Contracting State a business which 
consists of providing the services of public entertainers referred to in para— 
graph 2 of Article X. 

The use of mere storage facilities or the maintenance of a fixed place of
I 

business by an enterprise of one of the Contracting States exclusively for 
the purchase or display of goods or merchandise in the other' Contracting 
State and not for any processing of such goOds or merchandise therein shall 
not constitute a permanent establishment. 
(iv) A person acting in one of the Contracting States for or on behalf of an 
enterprise of the other Contracting State shall be deemed to be a permanent 
establishment of that enterprise in the former Contracting State, but only if 

(aa) he has and habitually exercises in the former Contracting State an 
authority to negotiate and conclude contracts for or on behalf of the enter— 
prise, unless the activities of the person are limited exclusively to the purchase 
of goods or merchandise for or on behalf of the enterprise, or 

(bb) he habitually maintains in the former Contracting State a stock of 
goods or merchandise belonging to the enterprise from which the person 
regularly delivers goods or merchandise for or on behalf of the enterprise, or 

(cc) he habitually secures orders in the former Contracting State Wholly 
or almost wholly for the enterprise itself or for the enterprise and other 
enterprises Whiéh are controlled by it or have a controlling interest in it. 
(V) A broker, commission agent or other agent of genuinely independent 
status who merely acts as an intermediary between an enterprise of one of the 
Contracting States and prospective customer in the other Contracting State 
shall not be deemed to be a permanent establishment of the enterprise in that 
other Contracting State. ~ 

(Vi) The fact that a corporation of one of the Contracting States controls or v 

is controlled by a corporation which is a corporation of the other Contracting 
State or which carries on a trade or business in that other Contracting State 
shall not of itself constitute either corporatio'n a permanent establishment/of 
the other. 
The term “industrial or commercial profits” includes manufacturing, mer— 
cantile, agricultural, fishing, mining and insurance profits as well as profits 
from banking and security dealings, but does not include income in the form 
of dividends, interest, rents, royalties, capital gains, or remuneration for . 

personal services. ' 

The term “competent authorities” means, in the case of Japan, the Minister 
of Finance or his authorized representative; and in the case of Thailand, the 
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Minister of Finance or his authorized representative. 
2. In the application of the provisions of the present Convention by either 
Contracting State, any term not otherwise defined shall, unless the context other- 
wise rcquires, have the meaning which it has under the laws of that Contracting

1 

State relating to the tax. 

ARTICLE III 

i. The industrial or commercial profits (excluding the profits derived from the. 
operation of ships or aircraft) of an enterprise of one of the Contracting States 
_shall not be subject to tax in the other Contracting State unless the enterprise 
carries on a trade or business in that other Contracting State through a permanent 
establishment situated therein. If it cérries on a trade or business as aforesaid, tax 
may be imposed on those profits in that other Contracting State, but only on so 
much of them as is attributable to that permanent establishment. 
2. Where an enterprise of one of the Contracting States carries on a trade or 
business in the other Contracting State through a permanent establishment 
situated therein, there shall be attributed to that permanent establishment the 
industrial or commercial profits which it might be expected to derive in that other 
Contracting State if it were an independent enterprise engaged in the same or 
similar activities under the same or similar conditions and dealing on an indepen- 
dent basis With the enterprise of which it is a permanent establishment. 
3. In determining the industrial or commercial profits of a permanent establish-_ 
ment, there shall be allowed as deductions all expenses which are incurred for 
the purposes of the permanent establishment, including executive and general 
administrative expenses so incurred, whether in the Contracting State in which 
the permanent establishment is situated or elsewhere. 
4. In determining the tax of one of the Contracting States, no account shall be 
taken of the mere purchase of goods or merchandise therein by an enterprise of 
the other ContractingState for thaf enterprise. 

ARTICLE IV 

Where— 
(a) an enterprise of one of the Contracting States participates directly or in- 

directly in the managerial or financial control of an enterprise of the other 
Contracting State, or 

( 17 ) the same individuals or corporations participate directly or indirectly in the 
managerial or financial control of an enterprise of one of the Contracting 
States and an enterprise of the other Contracting State, 
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and in either case, conditions are made of imposed between the two enterprises, 
in their commercial or financial relations, which differ from those which would 
be made between independent enterprises, then any profits which would but: for 
those conditions have accruéd to one of the enterprises but by reason of those 
conditions have not so accrued may be included in the profits of that enterprise 
and taxed accordingly. 

ARTICLE V 
1. Profits which an enterprise of one of the Contracting States derives from the 
operation of aircraft shall be exempt from tax of the other Contracting State 
unless the aircraft are operated Wholly or mainly between places within that other 
Contracting State. 
2. , The amount of tax imposed by one of the Contracting States on profits which 
an enterprise of the other Contracting State derives from the operation of ships 
shall be reduced by an amount equal to 5-0 per cent thereof unless the ships are 
operated wholly 01: mainly between places within the former Contracting State. 

ARTICLE VI 
1. Subject to the prbvisions of paragraph 2 of this Article, the rate of tax im— 
posed by one of the Contracting States on dividens paid by a corporation of that 
Contracting State to its parent corporation which is a corporation of the other 
Contracting State shall not exceed 25 per cent. 
2. The rate of tax imposed by one of the Contracting States on dividends paid 
by a corporation of that Contracting State engaged in an industrial undertaking 
to a resident of the other Contracting State shall not exceed 20 per cent: 

Provided that Where such resident is a parent corporation of the corporation 
which pays the dividends, such rate of tax shall not exceed 15 per cent.

' 

3. Where a corporation of one of the Contracting States derives profits or in- 
come from sources within the other Contracting State, there shall not be imposed 
in that other Contracting State any form of taxation on dividends paid by the 
'corporation unless paid to a resident of that other Contracting State, or any tax

‘ 

in the'nature of undistributed profits tax on undistributed profits of the corpora- 
tion, Whether or not those dividends or undistributed profits represent, in whole 
or in part, profits or income so derived. 
4. Dividends paid by a corporation of one of the Contracting States shall be ' 

‘treated as intome from sources within that Contracting State. 
5.' Notwithstanding the provisions of paragraphs I and z of this Article, Where 
a resident of one of the Contracting States has a permanent establishment situated 
in the other Contracting State and Such dividends are attributable to that per- 

‘117



CONVENTION BETWEEN JAPAN AND THAILAND 

manent establishment, that other Contracting State may, in accordance with the 
provisions of its tax law, impose tax on such dividends as if they were industrial 
or commercial profits to which the provisions of Article III are applicable. 
6. In paragraphs 1 and z of this Article, the term “parent corporation” means a 
corporation which owns not less than 2 5 per cent of the cntire shares with voting 
powér of the corporation paying the dividend for at least six months immediately 
prior to the date when the dividend becomes payable. ' 

7. In paragraph 2 of this Article, the term “industrial undertaking” means an 
undertaking falling under any of the classes mentioned below— 
(a) manufacturing, assembling and processing; 
(5) construction, civil engineering and shipbuilding; 
(a) electricity, hydraulic power, gas and water supply; 
(d) plantation, agriculture, forestry and fishery; and 
(3) any other undertaking which may be declared to be an “industrial under- 

taking” for the purposes of this Article by the competent authorities of the 
Contracting State in which the undertaking is situated. 

ARTICLE VII 

1. Interest received by the Government (including a local government) of one 
of the Contracting States from sources within the other Contracting State shall 
be exempt from tax of that other Contracting State. 
2. Interest received by any financial institution fully owned by one of the Con- , 

tracting States from sources Within the other Contracting State shall be exempt 
from tax of that other contracting State. 
3. Interest received by a resident of one of the Contracting States on bonds issued 
by the Government (including a local government) of the other Contracting State 
shall be exempt from tax of that other Contracting State. 
4. The rate of tax imposed by one of the Contracting States on interest received 
by any financial institution (including an insurance company) which is a corpora— 
tion of the other Contracting State on debentures issued by, or on loans made to, 
an enterprise of the former Contracting State engaged in an industrial undertaking 
referred to in paragraph 7 of Article VI shall not exceed 10 per cent. 
5. Interest paid by the Government (including a local government) of one of the 
Contracting States or by an enterprise of one of the Contracting States shall be 
treated as incomé from sources .Within that Contracting State, except that interest 
(other than that paid on indebtedness in conneCtion with the purchase of ships 
or aircraft) paid— 
(a) by an enterprise of one of the Contracting States with a permanent establish- 
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ment outside both Contracting States to a resident of the other Confracting 
State, or V 

'
K 

([7) by an enterprise of one of the Contracting States with a permanent establish- 
ment in the other Contracting State

> 

directly out of the fund of such permanent establishment on indebtedness in- 
curred for the use of, or On banking deposits made with, such permanent es- 
tablishment in the conduct of its trade or business shall be treated as income from 
sources within the State Where such permanent -éstab1ishment is situated. 
6. Notwithstanding the provisions of paragraphs 3 and 4 of this Article, Where a 
resident of one of the Contracting States has a permanent establishment situated 
in the other Contracting State and such interest is attributable to that permanent 
establishment, that other Contracting State may, in accordance with the provisions 
of its tax law, impose tax on such interest as if it were industrial or commercial 
profits to which the provisions of Article III are applicable.

A 

7. In this Article, the term “interest” means interest on bonds, securities, notes, 
debentures or any other form of indebtedness. 

ARTICLE VIII 

I. The rate of tax imposed by one of the Contracting States on royalty derived 
from sources Within that Contracting State by a resident of the other Contracting 
State shall not Exceed 15 per] cent. / 

2. In this Article; the term “royalty” means any royalty and other amount paid 
as consideration for using, or for the right to use, any copyright, patent, design, 
secret process and formula, trademark or other like property; but does not include 
any royalty, rental and other amount paid in respect of a motion picture film and 
the operation of a mine, quarry or any other place of extraction of natural re— 
sources. 
5. Royalty shall be treated as income from sources within theContracting State 
in which the property referred to in the preceding paragraph is to be used. 
4. The rate of tax imposed by one of the Contracting States on income derivéd 
from sources within that Contracting State from the alienation of the property 
referred to in paragraph 2 of this‘Article by a resident of the other Contracting 
State shall not exceed 15 per cent of the gross amount received.

‘ 

5. Income derived from the alienation of the property referred to in paragraph 
2 of this Article shall be treated as income from sources within the Contracting v 

State in which such property is to be used. '

, 

6. Notwithstanding the provisions of paragraphs 1 and 4 of this Article, Where 
a resident of one of the Contracting States has a permanent establishment situated 
in the other Contracting State and such royalty or income is attributable to that 
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‘pe'rmanent establishment, that other Contracting State may, in accordance with 
the provisions of its tax law, impose tax on such royalty or income as if it were 
industrial or commercial profits to which the provisions Of Article III are appli— 
cable. 

ARTICLE IX 

1. Salaries, wages, pensions or similar remuneration paid by the Government 
(including a local government) of one of the Contracting States, or paid out of 
funds to which such Government contributes, to an individual who is a national ’ 

of that Contracting State (other than an individual who has been admitted t6 the 
other Contracting State for permanent residence therein) in respect of services 
refidered in the discharge of governmental functions shall be exempt from tax of 
that other Contracting State.

_ 

2. The provisions of this Article shall not apply to Salaries, wages, pensions or 
similar remuneration paid in respect of services rendered in connection with any 
trade or business carried on by such Government for the purposes of profit. 

ARTICLE X 

'I. An individual who is a resident of one of the Contracting States shall be 
exempt from tax. of the other Contracting State on remuneration or profits for 
personal (including professional) services performed within that other Contracting 
State in any taxable year, if— 
(a) he is present within that other Contracting State for a period or periods not 

exceeding in the aggregate 180 days during that taxable year, 
(b) the services are performed for or on behalf of a resident of the former Con— 

tracting State, and ' 

(a) ,the remuneration or profits are not deducted in computing the profits of an 
enterprise chargeable to tax in that other Contracting State. 

2. v The provisions of this Article shall not apply to the remuneration or profits 
of public entertainers, such as theatre, motion picture, radio or television artists, 
musicians and athletes.

' 

ARTICLE XI 

An individual who is a resident of one of the Contracting States at the beginning 
of a visit to the other Contracting State and Who at the invitation of the Govern- 
ment of the other Contracting State, or of a recognized university, college, school 
or other educational institution in that other Contracting State, Visits that other 
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Contracting State for a period not exceeding two years for the purpOse of teachifig 
or/engaging in research at such educational institution in that other Contracting 
State, shall be exempt from tax of that other Contracting State in respect of the 
remuneration for such teaching-or research. > 

ARTICLE XII 

I. An individual who is a resident of one of the. Contracting States at the be— 
ginning of a Visit to the other Contracting State and is temporarily present in that 
other Contracting State solely— . 

(a) as a student at a recognized university, college or school in that other Con—1 
tracting State, 

’

. 

(17) as a recipient of grant, allowance or award for the primary purpose of study 
or reSearch from a governmental, religious, charitable, scientific, literary or 
educational organization, or 

(t) as a business apprentice, \ 

shall be exempt from tax of that other Contracting State in respect of— 
(i) \remittances from abroad fbr the purposes of his maintenance, education, 
study, research or training.

' 

(ii) the grant, allowanée or award, and 
(iii) remuneration for personal services in that other Contracting State not 
exceeding the sum of 560,000 Yen or 20,000 Baht, as the case may be, during 
any taxable year. 

' 2. An individual who is,a resident of one of the Contracting States at the be- 
ginning of a Visit to the other Contracting State and is temporarily present in that 
other Contracting State for a period not exceeding twelve months as an employee 
of, or under contract with, an enterprise of the former Contracting State, or an 
organization referred to in paragraph I (b) of this Article, solely to acquire 
technical, professional or business experience from a person other than such enter- 

. prise or organization, shall be exempt from tax of that other Contracting State on 
the remuneration for such period for his services directly related to the acquisition 
of such experience, if the total amount received from abroad and paid in that other 
Contracting State does not exceed the sum of 1,000,000 Yen or 55,000 Baht, as 
the case may be, during any taxable year. '

’ 

3. 
' An individual who is a resident of one of the Contracting States at the be— 

ginning of a Visit to the othér Contracting State and is temporarily present in that 
other Contracting State under arrangements with the Government (including a 
local government) of that other Contracting State, solely for the purpose 'of study, 
research or training shall be exempt from tax of that other Contracting State on 
remuneration for his services directly related to such study, researcher training, 
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if the total amount received from abroad and paid in that other Contracting State 
does not exceed the sum of 1,000,000 Yen or 5 5,000 Baht, as the‘ case may be, 
during any taxable year. ~ 

_

' 

4. The benefits of paragraph I', z or 3 of this Article shall not be concurrently 
cumulative. 

ARTICLE XIII 

For the purposes of the present Convention: 
(4) Income derived from immovable property (including profits or gains derived 

from the alienation of such property), and royalties in respect of the operation 
of mines, quarries or any other places of extraction of natural resources shall 
be treated as income from sources Within the Contracting State in which 
such immovable property, mines, quarries or any other places of extraction 
of natural resources are situated. 

(b) Remuneration or profits for personal (including professional) services shall be 
treated as income from sources within the Contracting State in which are 
rendered the services for which such remuneration or profits are paid, and 
the services performed in ships or aircraft operated by an enterprise of one 
of the Contracting States shall be deemed to be rendered in that Contracting 
State, unless the ships or aircraft are operated Wholly or mainly between 
plates Within the other Contracting State.

1 

ARTICLE XIV 
' 

I. The laws in force in either Contracting State will continue to govern the 
taxation of income in the respective Contracting States except Where provisions 
to the contrary are made in the present Convention. ' 

z. (a) Subject to the provisions _of the law of Japan regarding the allowance as 
a credit against Japanese tax of tax payable in any country other than Japan, 
Thai tax payable, whether directly or by deduction, in respect of income from 

, 
sources Within Thailand shall be allowed as a credit against Japanese tax 
payable in respect of that income. Where such income is'a dividend paid by 
a Thai corporation to a Japanese corporation which owns not less than 25 
per cent of the entire shares with voting power of the Thai corporation, the 
credit shall take into account Thai tax payable by the Thai corporation in 
respect of its profits. ,

I 

( 17 ) For the purposes of the credit referred to in subparagraph (a) of this para- 
graph, there shall be' deemed to have been paid the amount of Thai tax 'reduca 
ed or exempted under the provisidns of paragraph 2 of Article VI or para— 
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graph 3 of Article VII>Of the present Convention, or the provisions of Sections 
19 (4) and 35 of the Promotion of Industrial Investment Act, BE. 2505 
(1962), of Thailand. However, such exemption under the said provisions 
of the Promotion of Industrial Investment Act, BE. 2505 (1962), as is to be 
taken into account in allowing as a credit against Japanese tax shall not ex- 
ceed the scope of the benefit accorded under the provisions of the said Act 
as in effect on the date of signature of the present Convention.

' 

(c) For the purposes of this paragraph, the term “Japanese tax” includes the 
inhabitant taxes. , 

' 

A 

' ' 

3. The amount of Japanese tax payable, under the laws of Japan and in accord- 
ance with the provisions of the present Convention, Whether directly or by 
deduction, by a resident of Thailand, in respect of income from sources Within, 
Japan which has been subjected to tax both in Japan and Thailand; shall be allow— 
ed as a credit against Thai tax payable in respect of such income, but in an amount 
not exceeding that proportion of Thai‘tax which such income bears to the entire 
income chargeable ‘to Thai tax. For the purpose of determining such entire income, 
a loss incurred in any country shall not be taken into account. 

ARTICLE XV 

I. The‘ competent authorities of both Contracting States may exchange such 
information available under their respective tax laws in the normal course of 

‘ 

administration as is necessary for (fattying out the provisions of the present Con— 
vention or for the prevention of fraud or for the administration of statutory 
provisions against tax avoidance in relation to the tax. Any information so ex- 
changed shall be treated as secret and shall not be disclosed to any person other 
than those, including a court, concerned with the assessment and collection of the 
tax or the determination of appeal in relation thereto. No information shall 'be 
exchanged which would disclose any trade, business, industrial or professional 
secret. 

, 

. 

' 

I 

« - 

2. Each of the Contracting States may collect for the other Contracting State the 
tax imposed by that other Contracting State (as though such tax were tax of the 
former Contracting State) as Will ensure that exemptions, 'reduced rates of tax or 
any other benefit accorded under the present Convention by such other Contract- ‘ 

ing State shall not be enjoyed by persons not entitled to such benefits. 

ARTICLE XVI 

Any taxpayer, who shows proof that the action of 'the taxation authorities of either 
Contracting State has resulted or will result in double taxation contrary to the

\ 
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provisions of the present Convention, may make a representation to the competent 
authorities of the Contracting State of‘ which the taxpayer'is a resident. Should 
the representation be deemed justified, such competent authorities shall endeavbur’ 
to come to an agreement withthe competent authorities of the other Contratting‘ 
State with a View to avoidance of the double taxation in question.‘ 

ARTICLE XVII 

I. Should any difficulty or doubt arise as to the interpretation or application 
of the present Convention, the competent authorities of the Contracting States 
may settle the question by mutual agreement; it being understood, however, that 
this provision shall not be construed to preclude the Contracting States from 
settling by negotiation through diplomatic channels any dispute arising under 
the present Convention. 
2. ‘Details including procedures for the implementation of the present Conven- 
tion may be agreed upon through consultation between the Governments or 
between the competent authorities of the Contracting States. 

ARTICLE XVIII 

I. The provisions of the present Convention shall not affect the right to benefit 
by any more extensive exemptions which have been conferred, or which may 
hereafter be conferred, on diplomatic and consular officials in Virtue of the general 
rules of international law. 
2. The provisions of the present Convention shall not be construed to restrict 
in any manner any exemption, deduction, credit or other allowance now or 
hereafter accorded by the laws of one of the Contracting States in determining the 
tax of that Contracting State.

I 

3. The competent authorities of either Contracting State may prescribe regula— 
tions necessary to interpret and carry out the provisions of the present Convention 
and may communicate with each other directly for the purpose of giving effect to 
the provisions of the present Convention. 
4. In the event of a substantial change in the tax law of either Contracting State, 
the competent authorities of both Contracting States may consult with each other 
to consider whether such change makes it appropriate to amend the provisions of 
the present Convention. " ‘ 

ARTICLE XIX 

I. Nationals of one of the Contracting States shall dot be ’subjeitted in the other 
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Contracting State to any taxation or any requirement connected therewith which 
it other,Mgher or more burdensome than the taxation and connected requirements 
to which nationals of that other Contracting State in the same circumstances are 
or may be subjected. 
2. The taxation on a permanent establishment which an enterprise of one of the 
Contracting States has in the other Contracting State shall not be less favourably 
levied in that other Contracting State than the taxation levied on enterprises of 

' 

that other Contracting State carrying on the same activities. ' 

3. Enterprises of one of the Contracting States, the capital of which is Wholly or 
partly owned by one or moie residents of the other Contracting State, shall not 
be subjected in the former Contracting State to any taxation or any requirement 
connected therewith which is other, higher or more burdensome than the taxation 
and connected requirements to which other enterprises of the former Contracting 
State, the capital of which is wholly or partly owned by one or more rcsidents of 
that former Contracting State, are or may be subjected. 
,4. In this Article, the terms “nationals of one of the Contracting States” and 
“nationals of the other Contracting State” mean all individuals possessing the 
nationality of Japan and all Japanese corporations, 01.2111 individuals possessing 
the nationality of Thailand and all Thai corporations as, the context requires. 
5. In this Article, the term “taxation” means taxes of every‘ kind.

L 

6. Nothing contained in this Article shall be construed as obliging either Con- 
tracting State to grant tonationals of the other Contracting Staté not resident of 
the former Contracting State those peréona‘l allowances, reliefs and reductions 
for tax purposes which are by law available only to residents of that former Con- 
tracting State. ' 

ARTICLE XX 

1. The present Convention [shall be approved by Japan and Thailand in accord- 
ance with their respective legal procedures, and shall enter into force upon the date 
of exchange of notes indicating such approval. '

' 

‘2. The present Convention shall be applicable— 
‘

I 

(a) In Japan: As respects income for the taxable years beginning on or after th¢ 
first day of January of the calendar year in which the exchange of notes takes 
place. I

' 

(17) In Thailand: As respects income fqr the taxable years or accounting periods 
beginning on or after the first day of January of the calendar year in which 
the exchange of notes takes place. 

3. Either Contracting State may terminate the present Convention at any time 
after a period of five years from the date on which the pges¢nt Convention enters

( 
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into force, by giving to the other Contracting State notice of termination, provided 
that such notice shall be given on or before the 30th day of June, and, in such 
event, the present Convention shall cease to be ePfective— r 

(a) In Japan: As respects income for the taxable years beginning on or after the 
first day of January of the calendar year next following that in which the 
notice is given. 

_ 

~- 

(17) In Thailand: As respects income for the taxable years or accounting periods 
beginning on or after the first day of January of the calendar year next 
following that in which the notice is given. 

IN WITNESS WHEREOF the undersigned Plenipotentiaries have signed the 
present Convention. -

' 

DONE in duplicate at Bhngkok this first day of March, one thousand nine hun— 
dred and sixty-three, in the English langue. 

I

- 

For the Government of Japan: 
Hisanaga Shimadzu

’ 

For the Government of Thailand: 
Thanat Khoman 

EXCHANGE OF NOTES 
(Japanese Note) 

Ist March, 1963 

Excellency, 
'

. 

I have the honour to refer to the Convention between Japan and Thailand for 
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with 
respect to Taxes on Income signed today. . 

' 

I The following is the understanding of the Government of Japan pertaining to 
the interpretation and implementation of the Convention: 
i. The term “installation” as used in subparagraph (I) (ii) (aa) “of paragraph I of 
Article II is uriderstood not to include such project which is considerably small 
in scale or short in duration as the fixing, and testing of the operation, of small 
machinery Carried out by the seller thereof. 
2. The term “almost wholly” as used in subparagraph(1) (iv) (cc) of paragraph I 

of Article II is understood to mean that the person’s activities for enterprises 
other than those referred to therein are of such minor importance as compared 
with his activities for the enterprises mentioned therein that for all practical 
purposes such person may be regarded as working solely for the latter enterprises. 
Enterprises controlled by, the same person shall be treated as one enterprise. 
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3. The term “a broker, commission agent or other agent of genuinély indepen- 
dent status” as used in subparagraph(1) (V) of paragraph 1 of Article II is under— 
stood not to include a person who is ¢ngaged in one of the Contracting States in 
such activities as prescribed in subparagraph(1) (iv) (aa), (bb) and (cc) of the said 
paragraph wholly or almost Wholly for or on behalf of an enterprise of the other 
Contracting State or for or on behalf of such enterprise and other enterprises 

‘ which are controlled byror have a controlling interest in such enterprise. 
In this paragraph, the term “almost Wholly” means the same as 15 provided in 

paragraph 2 of this underStanding. _ 

4. - In the application of the provisions of paragraph I of Article III, the competen 
authorities of the Contracting State in which a permanent establishment is situated 
may—. . 

(a) deem to be attributable to the permanent establishmené' all' profits arising 
from such activities as have usually been performed by the permanent 
establishment, and 7 ,

» 

(17) unless proved to the contrary, treat as attributable to the permanent estab— 
lishment all profits arising from the activities which the permanént estab- 
lishment is’ capable 'of performing,

' 

but only in so far as such profits are derived-from sources Within that Contracting 
State. '

I 

5. Any undeftaking other than those mentioned in subparagraphs (a), (17), (a) 
and (d) of paragraph 7 of Article VI which is entitléd to the privileges accorded 
under the laws of Thailand on promotion of industrial investment shall be deemed 
to have been declared to be an “industrial undertaking” by \the competent authori- 
ties Of Thailand under the provisions of subparagraph (6) of paragraph 7 of 
of Article VI.

V 

Accept, Excellency, the assurances of my highest consideration. 

H. Shjmadzu 
(Hisanaga Shimadzu)‘ 

Ambaésador Extraordinary 
. 

_ 

t- _‘ and Plenipotentiary of Japan 
His Excellency * 

Thanat Khoman, 
Minister of Foreign Affairs, 
BANGKOK 

(Thai Note) 
Ist March, BE. 2506 - 
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Excellency, ’ 
- 

‘

I 

I have the honour to refer to the Convention between Thailand and Japan for 
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with 
respect to Taxes on Income signedi today. / 

The following is the understanding of the Government of Thailand pertaining 
to the interpretation and implementation of the Convention: 
1. The term “installation” as used in subparagraph(1) (ii) (aa) of paragraph I of 
Article II is understood not to include such project which is considerably small in 
scale or short in duration as the fixing, and testing of the operation, of small 
machinery carried out by the seller thereof. 
2. The term “almost wholly” as used in subparagraph(1) (iv) (cc) of paragraph I 

of Article II is understood to mean that the person’s activities for enterprises other 
than those referred to therein are of such minor importance as compared with his 
activities for the enterprises mentioned theirein that for all practical purposes such 
person may be regarded as working Solely for the latter enterprises. Enterprises 
controlled by the same person shall be treated as one enterprise. 
3. The term “a broker, commission agent or other agent of genuinely indepen- 
dent status” as used in subparagraph(1) (v) of paragraph I of Article II is under- 
stood not to include a person who is engaged in one of Contracting States in such 
activities as prescribed in subparagraph (1) (iv) (aa), (bb) and (cc) of the said 
paragraph wholly or almost wholly for or on behalf of an enterprise of the other 
Contracting State or for or on behalf of such enterprise and other enterprises which 
are contrbllcd by or have a controlling interest in such enterprise. 

In this paragraph, the term “almost wholly” means the same as is provided 
in paragraph 2 of this understanding. 
4. In the application of the provisions of paragraph I of Article III, the com- 
petent authorities of the Contracting State in which a permanent establishment 
is situated may— 
(a) deem to be attributable to the permanent establishment all profits arising 

from such activities as have usually been per formed by the permanent estab- 
lishment, and . 

(19) unless proxfed to» the contrary, treat as attributable to the permanent estab- 
lishment all profits arising from the activities which the permanent establish— 
ment: is capable of performing, . 

but only in so far as such profits are derived from sources Within that Contracting 
State. 

5. Any undertaking other than those mentioned in subgraphs (a), (h), (c) and 
(d) of paragraph 7 of Article VI which is entitled to the privileges accorded under 
the laws of Thailand on promotion of industrial investment shall be deemed to 

- have been declared to an “industrial undertaking” by the competent authorities 
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of Thailand under the provisions of subparagraph (6) of paragraph 7 of Article VI. 
Accept, Excellency, the assurances of my highest consideratio’n. 

T. Khoman 
(Thanat Khorpan) ' Q 

_ 

Minister of Foreign Affairs 
His Excellency \ 

Mr. Hisanaga Shimadzu, ‘

' 

Ambassador Extraordinary and 
Plenipotentiary of Japan, 
BANGKOK 

Ernbienen: ‘ PROF. DR. OTTMAR BUHLER _' 

P R I N z I P I E N 
\ , 

DES INTERNATIONALEN STEUERRECHTS 
I 

290 Seiten Gang Leinen DM 50.- 
Die Entwicklung der Wirtschaft in den letzten Jahren hat meht und mehr zur Entstehung von 
immer umfangreicheren Unternehmenszusanunenschlfisscn geffihrt. Glcichzeitig haben auch 
die internationalen Verflcchtfingen der grossen Gesellschaften in allen ffinf Weltteilen stark 
zugenommeh und sind noch immet im Wachsen begrifl'en. Diesc zunchmenden Vcrflechtungcn 
batten ihre stcuerlichen Konscquenzen auf dem Gebiete des internationalen Steuerrechts. 
Ausscrdem gab es in zunehmendem Masse intemationale Festsetzungen fiber die steuerliéhe 
Behandlung dcr Egtwicklungshilfc. - 

‘ 
v 

'

‘ 

Alle diese Entwicklungen liessen schon seit langem die Frags angczeigt erscheincn, ob es nicht 
lingst an der Zeit Ware, dicse und viele andete Fragen des IStR auf ein System zu bringen und ’ 

seine Prinzipicn aufzuzeigen. ' 

Dieser Versuch Wird hier von einem bewzlihrten Vertreter des Steuerrechts untemommen und 
nach Io-ifihriger Arbeit der Oflentlichkeit vorgelegt. Die komp'rjmicrte Form dc: Darstellung 
die den umfangreitn Stoff auf 260 Seiten Zu mcistem versucht, Wird von den sehr .vielen 
Interessenten an dieser im internationalen Wirtschaftsleben hochwertig gewotdencn Materic 
als grosse Erleichterung zum Eindringen in die schwierigc Problematik empfimdcn warden. 
Amliiferzmg dumb dd: Internationale! Sleuerdok'umeniatiamhfim 1??? die Bundm‘epublik Deutubland 

. 

' 
' dunk C .H. Beck’xtbe Verlagxbmb/Jandlung, Mt'imIJm and Berlin 

' 
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PROTOCOL CONVENTION U.S.A.-NETHERLANDS ANTILLES 

U. S.A.—-NETHERLANDS ANTILLES 
PROTOCOL MODIFYLING AND SUPPLEMENTING THE EXTENSION TO THE NETHERLANDS 
ANTILLES OF THE! CONVENTION BETWEEN THE UNITED STATES ‘OF AMERICA AND 
THE KINGDOM OF THE NETHERLANDS FOR THE AVQIDANCE OF DOUBLE TAXATION 
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME 

AND CERTAIN OTHER TAXES 

The Government of the United States of America and the Government of the 
Kingdom of the Netherlands, 

' 

Desiring to conclude a further Protocol modifying and supplementing the 
Extension to the Netherlands Antilles of the Convention for the avoidance of 
double taxation and the prevention of fiscal evasion with respect to taxes on 
income and certain other taxes signed at Washington on April 29, 1948, as sup- 
plemented by the Protocol signed at Washington on June 15, 1955, and as ex— 
tended to the Netherlands Antilles by Exchanges of Notes dated at Washington 
on June 24 and August 7, 1952, September 15 and November 4 and 10, 195 5, 
Have accordingly appointed their respective representatives for this purpose, 

who have agreed as follows: 
ARTICLE I 

Articles VII, VIII, and IX of the Convention shall not apply to income derived 
from sources Within the United States by any investment or holding company, 
corporation, limited partnership or other entity entitled to any of the special tax 
benefits provided under Article I 5, Article 14, or Article 14A of the Netherlands 
Antilles’ National Ordinance on Profit Tax of 1940, as in effect on September I,’ 

196 3, or to substantially similar tax benefits granted under any law of the Nether— 
lands Antilles enacted after such date. 
2 Notwithstanding the provisions of paragraph (I) of the present Article, 
Articles VII, VIII and IX of the Convention shall continue to apply to dividends, 
interest, and royalties derived by any entity, to which the provisions of paragraph 
(I) of this Article would othemfise apply, if either ’ 

(a) the payer of such income is a United States corporation (Other than a United 
States corporation, 60 percent or more of the gross income of which is derived 
from interest except to the extent derived by a corporation the principal business 
of which is the making of loans, dividends, royalties, rents from real property, 
or gain from the sale or other disposition of stock, securities, or real property), 
25 percent or more of the stock of which is owned by such entity; or 
(b) all of the stock of such entity is owned _

' 

(i) solely by one or more individual residents of the Netherlands Antilles in 
their individual capacities,

' 
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'(ii) solely by, one of more individual residents of the Netherlands in 'their' in- 
dividual éapacities, or V 

' ' 

solely by one or more corporations of the Netherlands. 

ARTICLE II 
I 

In the application to the Netherlands Antilles of the C(gnvention‘, Article X shall 
be deleted and replaced by the following: ' 

Article X 
“A resident or corporation of one of the Contracting States, deriving from 
sources within the other Contracting State royalties in respect of the operation 
of mines, quarries, or natural resources, of rentals from real property, may elect 
for any taxable year to be subject to the tax of such other Contracting State on 
such income on a net income basis.” 

ARTICLE III 
I. The present Protocol shall be ratified and the instruments of ratification shall 
be exchanged at'Washington as soon as possible. 
2. - The present Protocol shall come into force on the date of exchange of iri- 
struments of ratification. -

> 

5. Article I of the present Protocol shall be applicable with respect to payments 
made on or after the first day of January of the year immediately following the 
year in which the' exchange of instruments of ratification ’takes place. Article II 
of the present Protocol shall be applicable with respect to elections made for 
taxable years beginning on or after the first day/of January of the year immediately 
following the year in which the exchange of instruments of ratification takes place. 
4. Notwithstanding the provisions of paragraph (5) of this Article, the following 
provisions shall apply with respect to dividends and interest paid to a corporation 
or other entity which is organized in,the Netherlands Antilles under a notarial 

- deed of incorporation dated on or before May 14, 1965, if Articleé VII and VIII 
of the Cbnvention would not be applicable to such dividends and interest by 
reason of Article I of the Present Protocol: 
(4) In the case of a dividend

r 

(i) paid during the period of two years beginning on the first day of January, 
1964, the provisions of Article VII of the Convention shall continue to apply as

7 

though the present Piotdcol had not yet come into force; 
(ii) paid dining the year beginning on the first day of January, 1966, United 

V 

States tax with respect to such dividend shall be imposed at a rate not exceeding 
2Q percent; and 

' ' 
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(17) In ’the case of interest paid during the period of three years'beginn'mg oh the 
first day of January, 1964, the provisions of Article VIIf shall continue to apply 
as though the present Protocol had not yet come into force. 
IN WITNESS .WHEREOF the undersigned representatives, duly authorised 

for that purpose, hairs signed the present Protocol. 
Done in duplicate, in the English and Dutch languages, the two texts having 

equal authenticity, at Th6 Hague, this 2 5d day of October, 1963. 
For the Government of the United States of America: 
JOHN S. RICE 

For the Government of the Kingdom of the Netherlands: 
'L._DE BLOCK 

REMARKS 
Brief notice of this protocol was given in the Bulletin, January issue 1964, p. 25, 
(in German). The protocol became effective on September 28, 1964, the date that 
instruments of ratification were exchanged. In general it: applies to payments of 
dividends, interest, and royalties made after various subsequent dates, starting 
January Ist, 1965. 
On December 1964, representatives of the Governments of the U.S. and of the 

Netherlands Antilles agree upon the procedures to be followed under the protocol 
in establishing exemption from or reduction in the rate of U.S. tax to be withheld 
at source. ' 

The Netherlands Antilles amended its tax law on December 1965 permitting 
corporations enumerated in the articles 13, I4, 14A of the ordinance on Profits 
tax (see art. I of the Protocol) to elect to be taxed at the rate of 15 % with respect 
to U.S. source dividends and'at the‘applicable normal rate (24 or 30%) with 
respect to U.S. source interest and royalties. It was agreed 9. Netherlands Antilles ~ 

corporation to be taxed at these rates with _respcct to all of its U.S. source income 
would be entitled to the exemptions from, or reductions in the rate of the U.S. 
tax provided in the articles VII, VIII and IX of the treaty. The U.S. withholding 
tax must be Withheld at: the full statutory rate unless, prior to the payments, the 
Withholding agent receives a certificate issued by the office of the Inspectorate of 
Taxes of the Netherlands Antilles stating either: 
(I) That such corporation is not entitled with respect to any of its U.S. income to 
afiy of the special Netherlands Antilles tax benefits mentioned in Art. 1(1) or 
(2) That all the stock of such corporation is owned solely by one or more in— 
dividuals resident in the Netherlands Antilles, solely by one or moic individuals 
resident in the Netherlands or solely by one or more corporations of the Nether— - 

larids. (details in C .C .H . T ax Treatiex: New Developments, December 28th, 1964.) 
132
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INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION' 
HISTORY 

Since its establishment in 1938, the International Bureau of Fiscal Documentation has served as an 
independent source of tax information and advice. After World War 11 its functions were broadened 
beyond mere simple fiscal dommentation and assumed the character of supplying factual datzi on the 
tax systems of countries around the world in response to requests from various gavemmenta] and bu- 
siness organisations.

' 

In 1946, the Bureau began publication of the Bulleiin for International Final Documentation, the 
official organ of the International Fiscal Association. This publimtion has been supplemented by various 
special publications. In 1961, the Bureau published the first issue of European Taxation, a fortnightly 
English language review of tax developments on the European Continent, in the United Kingdom and 
in Ireland, followed in I963 by two loose-leaf services, Supplementary Service to European Taxation and T be T axatian of Patent Royaltiex, Dividend: and Inlem‘t in Europe. During that time span the Bureau also , 

published the Germany original of the well-known book by Dr. Albert]. Rédler about taxation in the 
common market countries. As of January, 1965, European Taxation is published monthly and the 
number of pages has been considerably increased. A new loose-leaf magazine “Tax New: Service” 
was started, bringing rapid information of tax events all over the world. The Bureau continuously 

, assisted in translating and preparing tax materials for other publications. Additionally, its library was 
greatly expanded and now contains well over 7500 volumes on national and international tax matters, as 
well as more than 300 selected periodicals ; many visiting researchers make use of these library facilities. 

GOALS ’
' 

The overriding goal of the Bureau is to serve the International community by collecting, evaluating and 
disseminating tax data in a manner which combines scientific objectivity with practical realism. 

Organizatio‘h , 

The Bureau is a public non-profit foundation established under Dutch law. Its policies are determined 
by a “Curatotium”, or board of trustees, composed of outstanding representatives of the government, 
business and academic Communities in various countries. A managing director is responsible for carrying 
out the goals articulated by the Curatorium. _ 

The Bureau is separated into four divisions: Library and Documentation, which is responsible for 
acquisition and maintenance of tax materials; International Tax Service, which prepares reports for 
governmental, business and scholarly purposes; Publications Department, which is responsible for the 
whole gamut of the Bureau’s publications; and the Administrative arm, which plans and coordinates 
Bureau activities. ~ 

Correspondents
_ 

Apart from its own Associates, who represent several nationalities, the Bureau avails itself of the coope- 
ative ‘setviccs of a large number of expert correspondents throughout the world. 

T h e p r o g r am 
1. Training 
The Bureau seeks to prepare young lawyers and economists to meet the growing demand for international 
tax experts and offers to young post-graduates from developed and developing countries the opportunity 
to work with‘ the Bureau. 
2. Reward) 
The Bureau is focusing its research efforts upon a significant contemporary problem—the relationship 
between capital exporting nations and developing countries. Other important research projects include 
studies of the tax aspects of economic integration and of the influence of tax incentives on economic 
growth. ' 

3. Education 
’ 

. 
V , 

The Bureau seeks to stimulate, and participate in, seminars and discussion groups, lectures and public- 
ations. 

4. Library and Dammentaiion 
The Bureau’s program of cataloguing and completing its set of materials will be continued in the frame- 
work of its library facilities which were much improved as a result of the move in 1963 to new quarters 
in an 61d city gate of Amsterdam. - 

' 

I
- 

5. Report: ‘ , 

The Bureau prepares repotfts containing factual data and legal appraisals relating to countries other than 
the country of residence of the organization or individual who requests a tcpott. 
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INTERNATIONAL FISCAL ASSOCIATION 
Exetuliue Committee 
Honorary President CW. Bodcnhauscn Dr. Paul Gmiir 
President Dr. Mitchell B. Carroll Prof. E. Schxeuder vice-presidents 
General Secretary D15. K.H. Dronkets Prof. C. Cosciani \ 
General Treasurer ' F. de Vrics Dr. C. Ganser 

g 
members 

Prof. G. Vedel‘ 

The I.F.A. was founded on the 12th of February 1938 by tax experts of a number of countries. Purp05e 
and working-method are defined as follows in the Articles: 
(art. 2) the object of the Association is the study of international and comparative public finance and 

fiscal law, especially international and comparative law of taxation, together with the financial I 

and economic problems connected therewith. 
(art. 3) The Association shall endeavour to realise this object by 

a) organizing Congresses ' 

b) issuing a periodical
. 

t) founding one or more libraries and a documentation bureau 
d) any other appropriate measures. 

In the following countries there are National Groups. Members living in one of these countries can 
approach the secretary of their group, Whose address is stated below. 

‘\ . 

AUSTRALIA , 
C.]‘.‘Bergl 

_ 
AUSTRALIE‘ 

Commercial Bank Chambers (9th Floor) 62 Margaret Street, Sydney 
A U s T R I A Dr. Robert Bechinie, Gumpendorferstrasse 26, Wicn VI A UT R I c H E 
BELGIUM A. van Cauter, 191, Avenue du Roi, Bruxelles '6 BELGIQUE 
BRAZIL 

~ 

BRESIL , 

Dr. Gilberto dc Ulhéa Canto, Av. Almirante Barrosso, 81-2° andar, salas. 1.236 c 1.238, Rio de Janeiro 
CUBA CUBA 
Dr. David Masnata do Quesada, Bufete Lazo y Cubas, Edif. Ambar Motors, Calle 23, esq. a.P., Vedado, 

La Habana
I 

E GY p ’1‘ Prof. Nagib Yousef, 46 Falaky Street, Cairo E G Y PT E 
FRANCE 

_ 

I 

A. Jacot, 5 rue du Cardinal Mercier, Paris FRANCE 
GERMANY ~ 

' ALLEMAGNE 
Dr. Carl Ganset, Bundesverband der Deutschen Industrie, Habsburgerring 2-12, K6111, 10 

GREAT BRITAIN VCJ. Bellenie, 6, St. James’ Square, London S.W. 1 GRANDE BRETAGNE 
G REE CE Dem. Tsingris, 9, Rue D. Soutsou, Athénes (6) GRE CE 
I s RAEL Dr. L. Berger c/o Jewish Agency, I 7, Kaplanstreet, Tel-Aviv 1 s RAEL 
I T A L Y Prof. Cesare Cosciani, Viale Pinturicchio 24, Roma ' 

I T A L Y 
NETHERLANDS J.F. Spierdijk, Alex. Gogelweg 30, The Hague PAYS-BAS 
3 P A I N Prof. Narciso Amoros Rica, General Mola I 5 , Madrid E s P A GN E 
SWEDEN 

_ 

B. Villard, c/o Swedish Institute of Foreign Law, Fack Stockholm 1' SUEDE 
3 w 1 1‘ 2-13 RL AN D Dir. Eugen Islet, c/o Schweiz. Treuhéndgesellschaft, Freie Strasse 90, Basel s U I 5 st 
UNITED STATES OF AMERICA ETATS-UNIS 'D’AMERIQUE 

Dirck van R. Vreeland, 280 Park Avenue, New York, 10017, N.Y. 
U R U G UAY Dr. Paul Ibarra San Martin, Ministerio de Hacienda V 

r 

U R U G U AY 

CONDITIONS OF MEMBERSHIP OF_ TH IFA: 
1. (individuals): F]. 16.50 pia'. $4.56 ' II. (corporations etc.): Fl. 75.— p.21. $ 20.—‘ 

.u, 
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can ~ - 
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AT 
YOUR 
SERVICE 
Prentice-Hall, Inc; is the largest organization in the world 
that is engaged in the dissemination of information on 
taxation, government regulation, and business conditions. 
Justa sampling of the subjects covered in P—H publications is 

shown in the following listing:
I 

El Anti-Discrimination 
Acts 

El Arbitration 
[3 Capital adjustments 
El Charitable trusts 
|:| Clayton Act 
I] Closed shop 
El Collective bargaining 
[:l Corporation laws ‘ 

El Disclosure laws 
El Doing business 
[:1 Employee benefit plans 
[:1 Estate planning 
[3 Excess profits taxes 
El Excise taxes 

El Federal taxes 
El Franchise taxes 
El Government contracts 

Inheritance taxes 
Installment selling 
Labor relations 
Oil and gas taxes 
Payroll taxes 
Pensions 
Personnel relations 
Profit sharing 
Property taxes 
Public utilities taxes 
Retirement plans 

DDDDEIUDEIEID-D 

Sales taxes 
Securities regulation 
SBIC ' 

Social Security 
State taxes 
Stqck rights 
Stock transfer taxes 
Taft-Hartley Act 
Trusts 
Unemployment 
insurance

_ 

[1 Union contracts 
El Wage and hour laws 
D Wagner Act 

EIDEIDEIEIDDDD 

n Robinson-Patman Act III Wils \ 

To obtain information, without obligation; on'the publication 
covering the field of your interest, address Department 3. 141 
(SD). We will be glad to be of service to you. - 

' 

~ 

. PRENTICE-HALL, Inc. 
I ENGLEWOOD CLIFFS, NEW JERSEY
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LIBERALIZATIQN 0F U.S. DEPRECIATION RULES 
by 

Dr. OTTO L. WALTER* 

A Treasury Announcement (“T.‘A.”) dated February 19', 1965, liberalizing if not 
simplifying U.S. depreciation rules brought a sigh of relief to a large number of 
U.S. Tax executives who had dreaded the approach of July 12, 1965, the day when 
the grace period of Revenue Procedure (“R.P.”) 62—21 was expected to end- 

In order to understand the impact of the new T.A., one has to recall what the 
much heralded and much-Criticized R.P. 62-21 has done or tried to do to change 
depreciation procedures. ' 

' 

I

‘ 

The_ introduction of this R.P. proclaimed with pride that “it sets forth simpler 
standards and more objective rules which will facilitate adoption of rapid equip- 
ment‘replacement practices in keeping with current and prospective economic 
conditions”. While there is little “simplification” to be noticed, the procedure-- 
undoubtedly encourages early retirement and frequent replacement of machinery 
and equipment. It also does setup tighter rules to ascertain the propriety of 
depreciation practices; 

_ _ 

' Prior to the proclamation of R.P. 62-21, the only objective standard to measure 
the propriety Of depreciation write-offs Was Bulletin F, a m0re or less haphazard 
empirical compilation of the expected "service life of depreciable property on an 
item by item basis. Part I of R.P. 62-21 replaced Bulletin F by a set of new, shorter 
guideline lives set up in four groups :' 
1) Business in General, - 

2) Nonmanufacturing. Activities excluding Transportation, Communications 
and Public Utilities, ' 

5) Manufacturing and
‘ 

4) Transportation, Communications and Public Utilities. 

Part II of R.P. 62-21 established the procedures to be followed in connection with 
examinations of income tax returns due after July 12, 1962. The basic rule was that 
taxpayers were free to continue the rates used in their past depreciation practices 
or to adopt the class lives prescribed in the new guideline classes; moreover they 
were free to continue their past habits of itemizing or grouping assets or to 
regroup them according to the new rules. If they chose not to follow the new 

*) Dr. Oftb L. Walter is attorney at law;.Ncw York;
'
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system,» the reasonableness of their depreciation procedures may nevertheless be 
tested under the rules of R.P. 62-21. The R.P. set for_th the procedures to be follow- 
ed if the taxpayer was found to use a class life longer or shorter than the prescribed 

' 

guideline life. For this purpose it introduced a fairly complex system called the 
' 

Reserve Ratio Test, designed to establish “objectively” (Le. by use of tables re— 
flecting the results of mathematical formulae) whether the taxpayer’s replacement , 

and retirement practices were in line with the depreciation ratio claimed. Separate 
tables for the use of straight line method, double declining balance method, I 50 % 
declining balance method (for assets predating the 1954 Revenue Code), and Sum 
of the years digit method (SYD) were published (in Publications 456 and 457 of 
1962) _to determine first the taxpayer’s “Rate of Growth” and thereupon the 
“Reserve ratio percentage” applicable to the test life used considering the 
established rate of growth. ("‘Rate of Growth” is an index rate established from a 
table based on the service life used and the “Growth Ratio”. “Growth Ratio” is 
established by dividing the assets presently. on hand by the assets at the beginning 
of'a replacement cycle. “Reserve Ratio” is the percentage computed by dividing 
—separately for each class or group—accumulated reserves by total cost of 
assets). 

V 

. > 

A leeway based on a 10 % shorter and 20 % longer service life rounded to the 
nearest full percent was worked into the table to soften the rigidity of the test. 
Enough ink has been spilled to extol! the merits and to deride the complexity 

and impracticality of this approach to permit us to dispense with the details 
which practitioners and masochists canfind in the aforementioned publications. 

_ r 
The example from the Treasury Release may suffice as illustration of the new 

method: -

_ 

A taxpayer using straight line depreciation is found to use a'ten year class life. 
His return shows Cost of assets 35 Io.ooo.—; depreciation reserve $ 5.200.-; Cost of 
assets in use one replacement cycle earlier$ 8..2oo.-; *

~~ 
Procedure: 

. _ 5200 o _ a) Estabhsh Reserve Ratlo 10000 
= 5; A, 

' 

I 

I 0000 
b) Establish Growth Ratio = 1.219; 

. 
8200. 

c) Find Growth rate for 10 years and 1.219 from Table I): 2 % 
(I) Find Reserve Ratio in Table 2) Section I (Straight Line) at the Crossing point 
of the Growth Ratio vertical column of 2 % and Test Life horizontal line of 10 
years; this reserve ratio is shown to be 48 % with a leeway bracket of 44-56% , 

shown underneath.
7 

Therefore the taxpayer’s Reserve ratio, established’undcr a) above is adequate; 
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A taxpayer whose Reserve Ratio is found .to be in line presents no problem. Un- 
fortunatély, it was obvious from the beginning that many; if hot most taxpayers 
would deviate from this Procrustean measuring system. Taxpayers who are new 
in business and are facedcither with losses or low but rising tax brackets, are 
interested in slow depreciation; other taxpayers hoping for tax decreases or 
interested in maximum preserVation of working Capital prefer to accelerate 
depreciation. 

I 

V

' 

Apart from these dqviations brought about by tax savings considerations, it 
was obvious from the beginning that major distortions of growth and reserve 
ratio were bound to result in cases of new taxpayers, old taxpayers entering 
new fields, creation of’new facilities while continuing the old ones on a standby 
basis, and other practital considerations not fitting into the primitive pattern of 
renewal and replacement. 

In order .to soften the impact of these deviations and to enable taxpayers to 
adapt their practices to the new rules, R.P. 62-21 contained various safeguards and 
transitory liberalization rules: 
Thus a taxpayer was frée to demonstrate by means otfier than use of the formu— 

lae that his write-off system is in line with his replacement practices, or that he 
intends to follow in the future replacement practices consistent with the write-off 
system used. Special circumstances such as abnormally intensive use of assets, 
inclusion of second hand items in a guideline class, extraordinary technological or 
economic obsolescence could be demonstrated and recognized to justify deprécia- 
tion at below guideline rates. '

_ 

Above all the RP. contained a 3 year transitional periad, during III/Jim the Revenue 
Sewing wax to refrainfrom interfereme wiz‘b the .rerI/z'ce life med by taxpzyler: (Tax writers 
called this the “hands-off” period). 
Even after the expiration of the 3 year period, taxpayers could avoid changes by 

demonstrating that their reserve ratio was closer to the applicable standard than 
in one of the three antecedent periods; if a taxpayer, initially in violation, meet: 
ibis text in tbefom‘tbjear and ear/{year tbereafter, he will be permitted a full guideline 
period to catch up with the next reserve ratio range. This exception, known in 
Washingtonese as the “Trending Rule ecption” was to become unavailable if 
a year interVened in which the trend ‘Was broken. '

. 

Once It was established that a taxpayer’s depreciation practice after the “hands— 
off” peribd could not be justified by demonstration of special circumstances or 
compliance with the 75Trending Rule”, the Revenue Servicevwill be permitted to 
proceed with an adjustment of the'class life used by the taxpayerr ’ 

Contrary to the practice existing before R.P. 62-21, the Revenue Service could 
not extend the Write-Off rate to make up for past excess depreciation byimposing 
“Penalty rates”; not could expected deviations based on projection of present 
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ratio into future years be taken into consideration. The lengthening (or in rare 
cases shortening) of class lixjes in use could only be predicated on the conditions 
existing during the year under review, and could not exceed the adjustmént 
necessary to bring the depreciation rate Within the marginal limits appropriate fdr 
such year.

' 

Even within these constrictions R.P. 62-21 imposed a percentage limitation of 
25 % on the upwards side, and 15 % on the downwards side on the change .of class 
life, which a taxpayer may be required to make for any one year in order to make 
the impact of .an adjustment more gradual. A table added to Publication 457 
zeflected the permissible adjustments rounded up or down to the nearest % year 
life. -

V 

In spite of these safeguards and adjustment provisions, it soon became obvious 
,that the system would not work and that the projections on which it was based 
were unrealistic. 
A survey made by the Office of Business Economics, Department of Commerce, 

and published two years ago in an article by Lawrence Bridges in Survey of 
Current Business (July 1963) under the title “New Depreciation Guidelines and 
the Investment Credit, Effect on 1962 Corporate Profits and Taxes” showed that 
the majority of corporations would use the Guideline procedure, but apparently 
few of them worried about the remote year 1965, which would bring the show— 
down. 

_

V 

However, a survey undertaken in fall 1964 by the National Industrial Confer- 
ence Board (NICE) showed that 87% of the responding companies using the 
guideline procedure expected to fail the basic reserve ratio test; in addition, 68 % 
of the 87 % expecting to fail the test did not expect to be saved by the trending 
rule.

. 

The additional tax burden threatening taxpayers as a result of such failure, was 
estimated to exceed 500 Million dollars per annum. 
Nobody familiar with Washington’s ways of doing things expected the Treasury 

Department to admit the failure of R.P. 62-21 and to replace it by a less cumber— 
some and more common—sense procedure, but it was obvious that something had 

' to be and would be done to come to the aid of the victims. 
The expected help came in the form of Treasury Department Release dated 

February 19, 1965, announcing three major and some minor liberalizing relief 
measures. 
The principal change is the introduction of a new Guideline Form which Will 

permit each taxpayer to compute a reserve ratio patterned to his own individual 
circumstances in lieu of the rigid arithmetical pattern which did not make allow— 
ance for dispersion of assets over the test life or other special circumstances. 
The taxpayer is entitled each year to choose between the use of the guideline 
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form and the reserve ratio table. Moreover, the taxpayer may use the'form for 
only part of his guideline classes and the tables for other classes. 

In order to use the guideline form, the taxpayer has to establish the gross 
amount of 'equipmeng acquired in each preceding year of the test life (usually 
guideline life), augmented by one fifth of the test life period. This feature provides 
for the guideline form the same 20 % margin of tolerance Which was 3—33 we saw 
——built into the “up” side of the reserve ratio. — 

The Treasury announcement is supplemented by a table of “Annual Factors” 
showing multiples for test lives from 3 to 22 years, augmented by 20 percent (Le. 
from 4 to‘ 27 years). Each table is divided into a separate column for straight line, 
double‘declining balance, 150% declining balance, sum of the years digits, and 
even double declining balance with shift to straight line.

I 

By entering the assets alongside the multiples on the guideline form and adding 
the results, the taxpayers arrive at an overall “computed réserve”. (If necessary — e. g. if various depreciation methods were used during the period—several 
forms may be used and summarized). This computed reserve divided by the total 
cost of assets results in the taxpayer’s individual Reserve Ratio limit. 

In addition to giving the taxpayer the opportunity to tailor the reserve ratio 
to his special circumstances, the new Release contains two new transitional rules 
liberalizing the Reserve Ratio test, the “Transitional Allowance Rule” and the 
“Minimal' Adjustment Rule”. '

. 

Thevfirst of these, the “Transitional Allowance Rule”, raises the upper limit of 
the reserve ratio, whether determined from the reserve ratio table or from the 
guideline form, by an annually decreasing number of percentage points (not 
percent). For 1965, 15 additional percentage points are allowed. This additional 
allowance decreases gradually over ode guideline period; one third of the alIOW- 
ance will taper off ratably over the first half of the transitional period; the remain- 
ing ten points will taper off ratably over the remaining half until it reaches zero at 
the end of the chosen guideline life. 

Example: If the guideline life is 10 years, the transitional allowance decreases by 
one point for 5 years from 15 in 1965 to 10 points in 1970; from then on to 1975 it 
decreases by 2 points (15 x 2 /3 :5) until it reaches zero in 1975. 

Regardless of the new transitional allowance rule, taxpayers may continue the 
trending rule described above. If the trending rule is of no avail under either the 
Revenue Ratio Table or the Guideline Form, or once the trending rule is failed in 
any year which makes it inapplicable for future years, the transitional allowahée 
rule remains as a pOSSible last remedy. -

- 

If both the trending rule and the transitional allowance limit fail (and no 
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special circumstances can be shown ustifying a different treatment), the rules 
prevailing under .R.P. 62-21 would have permitted the-Internal Revenue Service 
to impose increases of the adopted Guideline life and corresponding reductions in 
depreciation allowances by 25 %. The new adjustment rule decreases 
the permissible increase to IO % of the adopted guideline life if the margin of 
deviation is 10 percentage points or more; by 5 % of the adopted guideline life, 
if the margin of deviation is below 10 percentage points. Moreover, no adjustment 
will be made for any two years in a row. ' 

The intertwining of these rules may be best illustrated by the following example 
taken from the Treasury explanations to the Minimal Adjustment Rule: 

Exémple: Taxpayer A, who reports on the'calendar year and uses a Io-yeaf guideline life, makes the 
following calculations: '

~~ Upper limit 
of the Actual Margin 
standard reserve Transitional Transition Reserve of 

Year . ratio range Allowance limit Ratio Failure 

I 962 5 o 5 5 
I 96 3 5 I 5 S 

I 964 5 I . V 5 5 
1965 so 15 65 55 

For 196 5, the trending rule is not met since the margin of failure in 1965 is not lower than it was in 
~any one of the three preceding years. (Thus, A may not rely on the trending rule for any future year.) 
However, no lengthening adjustment Will be made since the actual reserve ratio (55 percent) does not 
exceed the_ transition limit (6 5 percent). 

1966 
' 

49 I4 63 72 
’

9 
1967 51 1 3 64 68 4 

For 1966, since the actual reservé ratio exceeds the transition limit by less than 10 points, the useful life 
for 1 966 may be lengthened by 5 percent to 10.5 years. Since an adjustment was made for I 966, no adjust- 
ment may be made for 1967. 
1968 5! 12 63 ' 

73 
I 

‘ 10 
1969 50 v 1 I 

' 

61 68 7 
1970 51 1.0 

‘ 61 ' 7o 9 
I97r 49 8 

‘ 57 69 
‘ II 

For 1968, since the transition limit is exceeded -by IO points and since no adjustment'was made for 
1967, the useful life for 1968 may be lengthened by 10 percent to 11.5 years (10.5 years plus 10 % X 10': 
11.5). Since an adjustment was made for 1968, none may be made for 1969. 
For 1970, since the margin of failure is less than 10 points the useful life for 1970 may be lengthened 

'by 5 percent to 12 years (11.5 plus 5 % X 10 = 12). ‘ 

' No adjustment may be made for 1971 since one was made for 1970. 

Once the lengthening adjustments made over the, years aggregate or exceed 25 
percent prior to the expiration of the transitional period, a taxpayerzm'ay elect to 
«terminate the application of the minimum adjustment rule. In case this election is

1 
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made, there will be a grace period of four ‘ye‘Iars, during which no further adjust- 
ment will be made. Once the four years are oVer, the limitations of the minimum 
adjustment rule are no longer applié'ablé. 

Similarly there is a four year grace period after the last adjustment once the tradi— 
tional period of one guideline life has expired. ‘ 

'It is obvious that the above arficle can only set forth the highlights of the new 
liberalizing rules against the general background of the original over 30.000 
Word Revenue Procedure; it is expected that the revised R.P. 62-21 incorporating 
the changes will be published shortly. 

'

' 

For the sake of completeness, it may be added that the new ,rules also bring 
- about cértain limitations on calculation techniques using avenues which were 
openedup by the complexities of R.P. 62—21. The elimination of these procedur¢s 
limiting mainly the use of open end multiple asset accounts (except in connection 
/with declining balance methods) will have only a minor impact on the overall, 
impact of the new depreciation rules. But the new limitations demonstrate not less 
than the new liberalizations that the Treasury Department—at least at this 

juncture—prefers ad hoc adjustments to a thorough reform of the hopelessly 
ifiadequate andvcomplex set-up it created three years ago. 

PROF. DR. OTTMAR BUHLER 

\ 
'PRINZIPIEN

. 

DES INTERNATIONALEN STEUERRECHTS 
290' Seiten Gang Leinen DM 50.- 

Die Entwicklung dc: Wirtschaft in den letzten Jahren hat mehr und mehr zur Entgstehung von 
,immer umfangreicheren Unternehmenszusammenschlfissen geffihrt. Gleichzcitig haben auch 
die internationalen Verflechtungen dcr grossen Gesellschaften in allen fiinf Weltteilen stark 
zugenommen und‘sind npch immer im’Wachscn begrifl'cn. Diese zunehmenden Vetflechtungen 
hatten ihre steuerlichen Konsequenzcn auf dem Gebiete des internationalcn Steuertechts. 
Aussetdem gab es in zunehmendem Masse internationals Feststungen fiber die steuetliche 
Behandlung der Entwicklungshilfe. ’ ’ ' ‘ 

Alle diese Entwicklungen liessen schon seit langem die Fragc angezeigt erscheinen, ob es nicht 
lingst an der Zeit wire, diese und viele andere Fragen des IStR auf ein System zu bringcn und 
seine Ptinzipien au'fzuzeigen. 

' 
’ 

_

‘ 

Dieser Vetsuch witd bier von einem bewihrten Vertteter des Stcuerrechts untemommen und . 

a.
' 

nach Io-jéihtiger Atbeit der Ofl'entlichkeit vorgelegt. Die komprimierte Form dc: Darstellung 
die den umfangreichen_ Stofl' auf 26o Sciten iu mcistern vetsucht, wird von den seht viclcn 
Intercsscntcn an dieser im internationalen'Wirtschaftsleben hoéhwcrtig gcwordenen Materic 
als grosse Erleichterung zum Eindringen in die schwietige Problematik empfunden werden. 

_ 

Auxliefirung'durcb dd: Inlernatiana/e: .S‘teuerdokumentat-iowlzfira fir die Bundenepuhlik Deutxcbland 
' ’ ’ 'v ' durcb C .H . Beck’njbe Ver/agIbmbbandluhg, Miinrben 11nd Berlin - 

I

V
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‘RECEN‘T INTERNA'II‘IONAL‘TAX POLICY IN THE U..S.. 
Remarks by 

RICHARD o. LOENGARD JR. 
Spatial Auz'xtant for International T ax Aflaz’r: United State: T reamr} Department before 

tbe T ax Exemtiwx Imtitule, Waxbington, D. C, Marc/J 9, 1965 

Last September in Montreal Assistant Secretary Surrey reviewed before this 
audience the changes in international tax policy which the United States has made 
in recent years *). Tpday I will discuss some of the developments that have occurred 
since that speech. 

T ax T reatie: 
I will not repeat Mr. Surrey’s emphasis on our tax treaty program, 'because there 

have been few developments in the last six months that were not forecast in Mr. 
Surrey’s speech. We are continuing to make steady progress in bringing our 
treaty program up to date. For example, only last week we signed a treaty with 
Thailand, the first: treaty to be signed with a developing country extending the 
seven percent investment credit to us. private investment in that country. 

In less than two weeks, representatives of the Government of India will be in 
Washington to negotiate a tax convention. A. treaty between India and the 
United States, containing a tax sparing provision, was signed in 1959, but later it 
was decided that such provisions were undesirable and the treaty was withdrawn 
from consideration by the us. Senate. We will attempt to incorporate in our new 
treaty with India the same seven percent investment credit included in the Thai 
treaty. 

I

. 

Last month Treasury representatives went to Lisbon to discuss the possibility 
of negotiating a tax convention with Portugal. These discussions gave us every 
reason to believe that a convention with that country can be worked out, and 
representatives of the Portuguese Government will probably come to Washington 
late this year to work on a draft of such a convention. 

In April, 21 Treasury delegation, headed by Assistant Secretary Surrey, will go to 
The Hague to discuss with the Government of the Netherlands possible revisions 
in our tax convention with that country. Revision of that convention has been 
requested by the Dutch in the light of ' proposed Ichanges in thei; domestic 
corporate income tax law' which they are presently considering.

I 

*) See Bulletin Vol. XVIII, No. I 1 and I 2 in which the text of Mr. Surrey’s talk has been printed. For the 
benefit and information to our readers, the Bulletin now publishes the entire text of Mr. Loengard’s talk. 
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In May, representatives of the French Government plan to come, to Wash- 
ington to discuss a complete re—examination of our convention with that country, 
in View of the time that has elapsed since it was negotiated. Since this will be 
the first negotiation of an entire treaty with a major developed couhtry since 
publication of the model income tax convention proposed by the Organization for 
Economic Co-operation and Development, its results may largely serve as a 
basis for future negotiations with other OECD member countries. We have some 
reservations about both the language and substance of this draft, and they will 
have to be discussed with the French._

" 

We'have requested taxpayers to send us any suggestions which they Wish to 
make relevant to all these negotiations. In View of the unusual significance of the 
French negotiation, we hope taxpayers will- give us their comments and sugges- 
tions so that we can conduct this negotiation with as thorough a knowledge of the 
problem involved as possible. 

Tbe Invaz‘mmt Credit for Developing Nation: ~ 

The seven percent investment credit provision in the Thai treaty is also included 
in the proposed treaty with Israel, and we hope it will be incorporated in most of 
our future treaties with developing countries. This credit is intended to equalize 
the tax treatment of investments in developing countries with that of investment 
in the United States.

' 

US. investment in depreciable personal property was granted a seven percent 
tax credit by the Revenue Act of 1962, and this has helped to spur investment and 
strengthen our economy. Encouragement of private investment in the developing 
countries has long been part of United States’ policy. The purpose of extending 
the credit to these countries is to increase such investmént and thus foster the 
economic development of these countries. Furthermore, extension of the credit 
benefits all us. taxpayers with interests in the country with which we enter into a 

treaty. A conventional tax treaty lowers the rate of tax at the source on investment 
income as well as limiting a country’s power to tax trading-income derived Within 
its borders. Since citizens of a developing country are unlikely to have substantial 
investments or trading activities in the United States, that country receives fewer 
initial benefits from a conventional treaty than the United States and its citizens” 
who have substantial investments and trade throughout the world. Also, a 
developing country must seriously weigh any loss of revenue that may result if its 
tax base is narrowed bytreaty. . , 

Consequently, unless the United States extends the investment credit to U.S. 
investors, the developing country may think it is unlikely to gain sufficient benefit 
from a tax treaty and therefore may be unwilling to sign one. Thus, the seven 
percent credit provision in the treaty benefits not only new investors in the 
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developing country involved but all us. taxpayers with interests in that country. 

Section 482 C hang“ 
The most significant development in U.S. international tax policy during the past 

six months has been the publication by the Internal Revenue Service of Revenue 
Procedure 64—54, which was announced in TIR 665 dated December 10, 1964. 
This Procedure set forth rules for applying section 482 to years prior to January 1, 
1963. 

Section 48 2 gives discretion to the Cornmissioner'of Internal Revenue to allocate 
income among affiliated corporations if he deems it necessary to do so in order to 
properly reflect their income for tax purposes. The section is couched in general 
terms, and it has always been difficult to formulate specific rules for its application. 
As a result, the regulations for many years past have not been much more specific 
than the statute. They have indicated that transactions between affiliated tax- 
payers should be carried out so that the income arising from them would be 
the same as if the transactions were between unrelated taxpayers, but there- 
gulations have not contained specific guidelines indicating exactly how this broad 
general rule should be applied. 

Foryears prior to 1963, there was in some situations a great deal of confusion as 
to when and how section 482 should be applied. Some taxpayers believed that it 
was not applicable to cases in which funds were advanced or intangible assets 
made available to related corporations which were operating as independent 
entities.

' 

As a result, when the Internal Revenue Service, through its Office of Inter- 
national Operations (OIo), first scrutinized in detail transactions between us. 
taxpayers and their foreign affiliates, it found many cases in which it believed 
allocations of income under section 482 were proper. But in many of those cases, 
the income which had been allocated to the foreign subsidiary had already‘ been 
subjected to tax abroad and there was little, if any, chance that this tax would be 
refunded to the foreign aH-lliate. In July, 1963, the Service published a revenue 
ruling suggesting to taxpayers that adjustments might be made under section 482 
with respect to prior years and that taxpayers with foreign affiliates should protect 
themselves by having those affiliates file refund claims abroad. '

' 

As audits proceeded, many section 482 allocations were proposed by the 010. 
These frequently related to typical section 482 cases in which goods had'been 
sold between affiliates at prices which were not arm’s length. But in many other 

' cases they related to situations such as those I previously mentioned: patents were 
licensed to foreign manufacturing affiliates without suitable compensation on 
funds were advanced to such affiliates for long periods of time without any pay- 
ment of interest. Many-taxpayers complained that such application of section 482 
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Was novel and retroactive in efiect. Furthermore, theystated that refund claims 3 

by foreign subsidiaries would be wholly ineffectual in‘ almost every case. As a 

result, such section 482 allocations would cause double taxation. Since some of the 
section 482 allocations involved transactionsbetween U.S. companies and affiliates 
located in high-tax areas abroad, the total tax could in some cases wipe out the‘ 
profits realized. 

Revenue Procedure 64-54 recognized these problems. To avoid double taxa- 
tion, it granted taxpayers an offset against the United States tax on reallocated 

‘ income for the taxes paid by the foreign affiliated corporation with respect to such 
income. It also announced that the allocations would not be made under circum-- 
stances in Which-the Treasury recognized that the application of section 482 might 
be novel and retroactive in effect.

‘ 

The Revenue Procedure does not, however, eliminate all pre-1963 section 482 
allocation cases. The Revenue Procedure does not generally apply to cases in 
which goods were sold between affiliates, nor to cases involving base companies, 
and the impact of the offset allowance for foreign taxes will vary with each in- 
dividual case. The regulations have always clearly indicated that sales transac- 
tions were subject to section-482 and that the prices‘ charged in such transactions 
must be arm’s length. We therefore did not believe that any taxpayer could‘claim 
surprise or unfair treatment because of the application of this section to such 
transactions. Obviously, there are difficulties in determining what is an arm’s 
length price. As any businessman realizes, it is not easy to determine a‘ “fair” price. 
Despite this difficulty, the Service is charged with the responsibility under section 
482 for determining the correct income of a us. company and if to do so requires 
a review of the prices at which it sells or buys goods from an affiliate, it must be 
carried out. Obviously, it is not sensible policy to argue over small amounts. 
Where the price, is a reasonable approximation of a correct price determined by 
management in the exercise of its best judgment, no section 482 allocation shouid 
be made. Unfortunately in years prior to 196 3 there appear to be cases in which no 
real effort was made by the taxpayer to find the Correct price. Goods were sold at 
cost or less than cost with all of the profit being allocated to the foreign subsidiary. 
Under section 482, this has not been proper and an allocation is required.

' 

An exception was also made in the Revenue Procedure for base company 
operations because in many such cases the base company had as its major function 
a reduction in tax and was not organized primarily for business reasons. We 
believe taxpayers knew even prior to 1963 that the income of such companies 
wouldvbe carefully scrutinized and would be reallocated under section 482 where 
it‘was artificially inflated. 

' 

r

. 

The primary effect-of Revenue Procedure 64-54 where a foreign affiliate is 

controlled by a domestic company was either to speed receipt of tax credits in 
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cases in which seétion 482 was applied or if, because of the Revenue Procedure, it 
was not to be applied, to postpone realization of income. To extend the Revenue 
Procedure to cases in which the foreign corporation controlled the domestic 
corporation would have been to “create” tax credits not otherwise available to 
the U.S. company or to permanently reduce income rather than tovdefer it. 

The extension of the Revenue Procedure to cases involving Western Hemi- 
sphere Trade Corporations is still under consideration. To cease to prosecute cases 
involving Western Hemisphere Trade Corporations would, however, not have 
the effect of deferring the realization of income but rather would permanently 

‘ reduce the rate of tax on that income from 52 percent to 38 percent. Consequently, 
such cases are not comparable to those to which the Revenue Procedure applied. 
Cases involving allocation between domestic corporations and their domestic 
affiliates with foreign operations were considered few in number. Since each 
case probably involved a somewhat unique set of circumstances—in the usual 
instance, allocation of income from one fully taxable United States company to 
another produces no revenue effect—it was considered desirable to treat them 
individually. 
Upon publication of Revenue Procedure 64-54, the Internal Revenue Service 

began preparing guidelines to be used by agents in applying it. Because the- 
Revenue Procedure’s concepts were new, it was felt desirable to temporarily. 
suspend action on cases to which it would apply until it was certain that it was 
understood by agents in the field. This educational process has been completed, 
and processing of pre—1963 section 482 cases is now being resumed. With the 
help of the Revenue Procedure, it is hoped that settlement of these cases can be 
arrived at quickly. We recognize that as the Revenue Procedure is applied in the 
field unforeseen problems and situations may arise. We hope that these can be 
dealt with individually in the spirit of the Revenue Procedure or, if a particular 
problem of general interest should develop, through a revenue ruling or similar 
announcement. 
One particular question which has been raised deserves comment. It has been 

suggested that the Revenue Procedure applies only to section 482 Cases and will 
not apply if the same issue is raised under other sections of the Code, for example 
section 61. I can assure you that this is not the case. The Revenue Procedure is to 
have broad application and covers any case to which section 482 is properly 
applicable even though the deficiency is or was asserted under some other section 
of the law. 
Revenue Procedure 64-54, however, does not set forth rules for deciding the 

cases which remain under section 482. Thus, even in those cases where an offset is 
to be allowed, the amount of the deficiency remains to be determined. As you 
know, we have been working on section 482 regulations. It is not easy, however, 
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or always possible to draft detailed guidelines. Each rule must be applicable in a - 

wide variety of circumstances and yet not work injustice either to the taxpayer 
or to the Government. In preparing these. rules, we have had discussions with 
people outside Treasury and they have rendered us valuable assistance. We 
expect that these rules will furnish taxpayers with sufficient guidance to enable 
those who follow the principles set forth in the regulations to carry out inter— 
company transactions without fear of adjustment on audit. Again, we are not 
trying to collect small amounts and good faith efforts to meet the regulatory 
standards will be respected. . V 

Our experience has indicated that most cases involving section 482 concern 
four types of allocation: interest, general and administrative expenses, use 'of 

intangibles, and intercompany pricing. Further, our experience shows that the 
latter two problems are related; the most serious disputes over price arise where 
intangibles are involved. At the present time, we are nearing completion of regula- 
tions dealing with the. proper method of allocating general and administrative 
expenses and interest allocations. These regulations are expected to be published 

V 
by the end of this month. Unfortunately, we are not as fair along as repects the 
provisions on intercompany pricing and the use of intangibles, but we do not 

‘ wish to delay those regulations on which consideration has been completed any 
longer. We now hope that regulations on pricing and the use of intangible pro— 
perty Willberready by the end of -May.

' 

We have not yet determined theextent to which these new rules will apply to 
years prior to 1965. Of course, taxpayers will be allowed to invoke these rules if 
they wish to do so. On the other hand, application prior to 1965 may in certain 
Circumstances work hardship if the rules are less favorable to taxpayers than 
preexisting law was thought to bé. We will review each regulation as it appears 
and determine Whether ’under all the facts and circumstances application' to the 
years prior to 1965 would be equitable. If not, special interim rules will be pro- 
mulgated. .

. 

Another part of the section 482 problem concerxis “repatriation” of the amount 
allocated. By repatriation, I mean the right of the taxpayer to receive a distribu- 
tion from its foreign affiliate in an amount .equal to the section 482 allocation 
without having to pay tax on such distribution. A few rulings haVe been issued 
allowing taxpayers to do this. However, the problem is now undergoing thor- 
ough review and rulings have been held up pending its completion, which is 

’ expected this month. An announcement of 0111 policies in this area will be issued 
at about the same time as our first group of section 482 regulations. It seems likely 
that this announcement will take the form of a technical information release by < 

the Internal Revenue SerVice. 
In addition to our consideration of whether repatriation should be allowed, we 
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are'also considering subsidiary questions which will arise if repatriation should 
be allowed. Some taxpayers have criticized the rulings which have been issued 
because théy required repatriation within a shOrt period of time after the date 
of the ruling. Other taxpayers have suggested that dividends paid in the year of the 
allocation should be treated as repatriated amounts if the taxpayer so desires. We , 

are looking into both of these suggestions. 

Tax T reatiex and Section 482 
‘ Meanwhile we are continuing to work toward development of an international 
mechanism for handling cases involving inconsistent determinations by two 
governments as to the proper allocation of income. In our most recently} negotiat- 
ed bilateral tax treaties, we are expanding the scope of the relevant provision to 
eliminate procedural barriers to implement any agreement that is reached be- 
twéen the two governments. I do not think we can expect miracles in this area 
—the system for handling such controversies will only work if both countries 
involved recognize the seriousness of the prOblem and are eager to work for its 
solution. On outside, we are taking steps to improve our handling of such 
controversies. We expect to publish rules indicating how a taxpayer may bring 
relevant cases to the attention of the Internal Revenue Service and how such re- 
quests for government intervention will be handled. However, the ultimate suc- 
cess of this program will in part depend on the attitude of other nations. We have 
reason to believe that as restrictions on the free movement of capital imposed by 
foreign countries diminish, those countrieé become faced by problems similar to 
those with which this country has had to deal in the last ten years, including 
problems of the type covered by section 482. We bélievc that as these countries 
are forced to develop rules to protect their revenues, they will be interested in 
developing international methods of eliminating or settling conflicts arising from 
inconsistent application of internal tax rules. ‘ 

5 action '3 67 Guideliné: ' '

. 

We are 21156 Working oh guidelines governing the application of section 367 
of the Code, the 'section which requires prior Treasury approval for tax-free 
incorporations and reorganizations involving foreign cdrpogations. We recognize 
that the applicationof section 367 in the past hascaused ta’xpayers some difficulty. 
This has been in part 'the result of the lack of published guidelines iri the 
area. The Service has, of course, developed rules to be used in reaching its de— 
cisions on section 367 rulingvapplications,“ but these have not been published, 
As a result, taxpayers have frequently learned -of them either by heresay or 
when application of these rules led to a denial of their section 367 application. 
Consequently, there has been considerable confusion in ‘this area which has made 
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-ta‘x planning diflicult and delayed Consummation of international ‘transactions. 
The guidelines are intended to solve this problem by setting forth specific 

arulcs for passing upon section 367 applications. They will therefore have the 
effect of substituting objective criteria for determining whether a ruling is to be 
issuedfor the subjective criterion presently in use. We believe that these proposed 
rules will be. generous and will not interfere with international transactions which 
do not involve tax avoidance. However, the guidelines may possibly result in 
same loss of flexibility. On balancé We believe that this possible loss of flexibility is 
far outweighed by the advantages which the guidelines will provide in eliminating 
confusion and delay.

' 

I might mention that these guidelines will not deal with the problem arising 
under section 351 of the definition of the word “property”. While we recognize 
that the definition of this term has given rise to problems Where transfers of 
know-how to foreign corporations are at issue, it is not truly a section 367 problem - 

and will therefore not be covered in this ruling. ' 
'

'

« 

Regulation! under tbe Revenue An‘ of 1962 
Another area of concern to you on which we are currently working is promulga— , 

7tion of regulations under the 1962 Revenue Act. With few exceptions regulations 
have already been published under all of the sections of Subpart F of the Act—the

V 

portion of the Act which passes certain types of inCome received by a foreign 
corporation through to its United States stockholders. We anticipate that regula- 
tions under the remaining sections will be issued by the end of the month, 
'or ‘at any rate before April 15. I would like to express again the appreciation of 
the Treasury Department for the cooperation which it has received from tax- 
payers in promulgating these regulations. We hope as we near the end of the task 
that we will continue to receive your help. We also realize that the tax returns 
which you are currently preparing are, in many instances, the first which truly 
involve the application of Subpart F. Perhaps problems may arise during the 
course of their preparation which had not previously been foreseen and are not 
specifically covered by the regulations». If this occurs, we hope 'that you will 
bring these questions to our attention. 

\ I

' 

Foreign Inyeflmmz‘ in tbe United Stat“. ¥ , 

’ 

I 

~

. 

Finally, I would like to Comment briefly on the dfaft bill which the Secretary 
of the Treasury sent to Congress on March 8, 1965, relating to foreigners investing 
in the United States.*) It is an outgrowth of the rep6rt of the so-called “Fowler 
Task Force” and is intended to remove some of the hardships and complexities in 
our tax law which have in the past served to prevent foreigners from investing in 
*) See p. 164 of the Bulletin. 
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this country. The major change proposed is a sharp reduction in the hitherto 
extremely high estate tax payable by foreigners on their United States assets 
——a tax which is at present higher than that payable by United States citizens own- 
ing a comparable estate. In addition, the draft bill would eliminate unnecessary 
complexities in the taxation of foreigners’ United States source income. These 
provisions in current law raise very‘ little revenue for the United States and deter 
investment by foreigners.

‘ 

We have also included in the draft bill a provision which would permit the 
President to reimpose higher taxes if he finds that foreign countries in the situa- 
tions covered by the bill are imposing burdensome taxes on United States in— 
vestors Within their borders and refusing to reduce those taxes When-requested to 
do so in 'the course of treaty negotiations. This will both permit initial reduction 
of taxation of foreigners and at the same time preserve our power to protect our 
taxpayers with activities or assets abroad. 
The changes in our taxation of foreigners just described are not solely designed 

to improve our balance of payments but are desirable in and of themselves. The 
time had come for a thorough review of the application of our tax law to foreign- 
ers and to their investments here. 

Com/mien 
In recent years we have been engaged in the task of revising the rules of inter- 

national taxation affecting not only the foreign income of United States citizens 
and corporations but also the United States source income of foreigners. This 
revision was in large part the result of a changing world—a world of a far greater 
freedom in international capital movements and of international trade. 

This task of revision is now nearing completion. The Revenue Act of 1962 has 
been enacted and the regulations under it will soon have all been issued. Enforce— 
ment activities under section 482, which began to be intensified in 1 960, have given 
us information as to how taxpayers had, in fact, been dealing with their foreign 
affiliates and indicated to us both the need for clearer rules and the possible forms 
those rules might take. This initial enforcement effort caused confusion and some 
hardship and we have therefore taken steps to ameliorate them in Revenue 
Procedure 64-54. 
The emphasis will now shift from rule making to implementation of the existing 

rules; Our major problem in the next few years Will be to assure that these rules 
operate effectively and serfsibly and to improve them wherever possible by using 
the knowledge gained through enforcement experience. Some of these rules are 
novel and complex. We recognize this, and that as a consequence, enforcement- 
will have to be both understanding and flexible. It is toward this end that our 
efforts over the coming years will be concentrated. 

148



SUBVENTION PAYMENTS IN THE U.K. 
by 

H. L. DUNCAN*
/ 

As U.K. companies are separate legal entities they are treated separately for Income 
Tax purposes. A consequence of this was that groups of companies could not 
set the profits of one company against the losses of another. Section 20 of the 
Finance Act 195 5 introduced a scheme, the effect of which is that within limits 
profits and losses of companies within a Group may be utiliSed against each other 
for tax purposes, thereby reducing the immediate tax liability of theprofit-making 
companies. A group consisting of a principal and subsidiary, or One or more co- 

‘ 

subsidiaries and a common parent, may make an agreement pursuant to which a 
company of the group making a surplus during an accounting period‘shall make’ 
payments to a company or companies of the group incurring a deficit in its or their 
corresponding accounting periods. Such a payment will be regarded as a trading 
expense of the paying company, and as a trading receipt of the recipient Company, 
as of thé last day of the relevant accounting period of the recipient company. 
A payment is only a subvention payment if made under an agreement, not 

necessarily written, for the paying company to bear or share in losses or a particu- ‘ 

lar loss of the recipient company. The payment must be made in pursuance of a 
contract (in re the Bestwood Company Limited) (41 A.T.C. 282), as distinct from 
being an uncovcnated gift. It must not be a payment which would otherwise be 
taken into account in computing the profits or gains or losses of either com- 
pany; or on which the payee company would be liable to beat tax by deduction or 
otherwise. A difficulty was shown to exist here, following the House of Lords 
decision in British Commonwealth International News Film Agency Limited Iv. 
Mahany (4o T.C. 550). In that case, a payment to meet the losses of attading com- 
pany was held to be a trading receipt of the recipient company, and was therefore 
not pure income profit when made under a Deed of Covenant, but Section 20 (2) 
Finance Act, 195 3, provides that a payment shall be a subvention payment ‘_‘if, but 
‘only if, it: is made under an agreement providing for the paying company to bear ‘ 

or share in losses or a particular loss of the payee company, and is not a payment
» 

which (apart from this section) would be taken into account in computing profits 
or gains in: losses of either Company”. The question now is: Under what circum- 
stances can a payment to meet losses be other than a trading receiptof the payee? 
Some distinction must presumably be drawn between the facts in any particular 

*) Tax Manager Richard Cosmin Léd London, England. 
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instance and those in Mahany for a subvention payment to be valid. It is some- 
times far from clear What the distinction can be. 

_

v 

The payment must be made in or before the second year of assessment follow; 
ing that in which the period ends (Section 23, Finance Act 195 8). 
The amount of the deficit or surplus for a period is ascertained by aggregating 

the adjusted trading profits arising in the period, and any other income for the 
year of assessment in which the period ends, computed in accordance with the 
provisions of the Income Tax Acts, and taking from that sum the aggregate 
amount of losses sustained in the period in the trade, any capital allowances in 
respect of the trade for the year of assessment in which the period ends (other thafi 
those given by deduction, and excluding allowances carried forward) and most 
payments made in the year of assessment under Section 169 or 170, Income Tax 
Act 195 2 (Le. payments made under deduction of tax). Where the period is longer 
or shorter than a year, all the amounts except the trading profits or losses are 
pro-rated accordingly. 

There are provisions whereby the amount of the subvention payment must, 
in certain circumstances, be adjusted. If a company receives subvention pay- 
Vments from associated companies for a particular accounting period of an aggre- 
gate amount in excess of its deficit, or if a company makes subvention payments of 
an aggregate amount exceeding its surplus in the corresponding period, the 
excess is ignored. Where the payments are to or from more than one company, 
the payments are abated in some manner agreed by the companies concerned, or, 
in default of agreement, by the Commissioners of Inland Revenue. Adjusting 
provisions apply where periods overlap.' 
Where a subvention payment is made to a company in respect of more than 

one accounting period, or is made to or by a company carrying on more than one 
trade, the payment is apportioned in such manner as appears to the Commissioners 
concerned to be “just”, in order to determine the part to be attributed to any V 

period or trade. The Revenue considers as “just” an apportionment of a payment 
made in respect of more than one accounting period, according to the respective 
deficits of the accounting periods; and an apportionment of a payment made by or 
to a company carrying on more than one trade, according to the respective sur— 
pluses or deficits of the trades. In the case of a dispute, the final decision on a“just” 
apportionment lies with the Appeal Commissioners, and the Revenue would not 
necéssarily reject a reasonable apportionment on some other basis. 
The “corresponding period” of the paying company, if any of its accounting 

periods coincide with the atcounting period of the payee company, is that period; 
otherwise, the Commissioners of Inland Revenue have discretion as to What period 
is to be regarded as the “corresponding period”, so long as the period is the same 
length as the accounting period of the payee company. The Revenue usually 
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accept either the accounting period of the payee (though not the accounting 
period of the paying company, whose profits will be computed by apportionment); 
or the paying company’s accounting period ending in the year of assessment in 
which the payee’s accounting'period ends; of the paying company’s accounting 
period ending in the year preceding the year in which the payee’s accounting 
period ends, in cases Where the dates are nearer. Once the corresponding period 
has been determined, it will normally be regarded as binding for all years. a 

The normal basis of assessmeht for companies for any year of assessment is 
the profit of the accounting period ending in the previous year of assessment. 
Special provisions operate however in the opening and closing years of a com- 
pany’s trade which have the effect, in the case of the opening years, of including ' 

certain profits in more than one assessment, and in the case of the closing years, 
of omitting certain profits from assessments altogether. Where the whole or a 
part of the profits of the paying company for the; period in which the subvention 
payment is treated as made forms the basis period of more than 'one year. of 
assessment or no basis period at all, then adjustments are made so that the aggre-' 
gate amount of the assessments made on the paying company is reduced by an 
amount equal to the subvention payment. This preventé an allowance to the pay- 
ing company of an amount exceeding the subvention payment. There is no provi- 
sion to cover, thé reverse case, namely where the accounting period of the reci— 
pient company in which a subvention payment is received forms the basis period 
more than one year of assessment, or no years of assessment at all. Thus, where 
the recipient company’s accounting period forms the basis period of more than 
one year of assessment, a subvention payment received in that period will be 
included in more than one assessment, although allowed only once to the paYer. 
This condition might occur Where, in the firsfg accounting period of a new com- 
pany, a loss occurred which it was required to clear by a Subvention payment 
from an established company; Likewise, Where the recipient’s accounting period 
forms the basis period of no years of assessment, such a payment would escape 
inclusion in an assessment altogether, although allowed to the payer. This 
condition might occur where the payment fell to be regarded in the recipient 
company’s accounts as a trading receipt in a period within the scope of the cessa- 
tion provisions, Where there is inevitably part or a whole of an accounting period 
which is not used as the basis of an assessment. V 

The same positioq applies where a paying company makes a change of account- 
ing date. In this event, Where a subvention payment is made during any of the 
accounting periods which enter into an expansion or'contraction Computation, 
the subvention payment is added back before the expansion or contractién 
is effected, and subsequently deducted from the figure of expanded or contracted 
profit. In this way the subvention payment is allowed once and no more nor less. 
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Where, on the other hand, a company receives a subvention payment in an 
accounting period which enters into an expansion or contraction computation, 
there is no provision to exclude the receipt from the computation. Thus, the 
subvention receipt would be included in assessable profits more than once, if an 
expansion computation was appropriate, and less than once, if a contraction 
computation was appropriate, although in both cases, the payment would be 
allowed exactly once to the payer. 
'The situation should be noted where a subvention payment is receivable by a 

company subject to the commencing provisions, were, for example, a company 
Whose accounting date is not 5th April (Le. the last day of the fiscal year) in- 
curs capital expenditure which is treated as being incurred between its com— 
mencing date and the following 5th April, the full amount of capital allowances 
claimed for the first year of assessment in respect of that expenditure will not fall 
into a deficit calculation for subvention purposes. - 

.The subvention provisions apply not only to companies but to any body cor- 
porate. However, that body must be resident in the U.K., and must also carry on a 
trade wholly or partly in the U.K. . 

As regards Overseas Trade Corporations it is implicit in Section 25 (I) of the 
1957 Finance Act that the subvention provisions do not apply, since an Overseas 
Trade Corporation is treated as if its trade were carried on wholly outside the 
U.K. by a person not resident in the U.K. The Fourth Schedule to that Act, in 
Paragraph 3 (2) provides specifically that Overseas Trade Corporations are 
excluded from the definition of “company” given in Section 20 (9) of the 195 3 
Act. Clearly, to allow subvention payments to be made in a case Where an Over- 
seas Trade Corporation was a member of a group which included some companies 
Without that status would be to contradict one of the principles of the Overseas 
Trade Corporation legislation. ' 

The question of the residence of companies, and its connection with subvention 
payments, arose in the case of Bullock V. Unit Construction Co. Ltd. (38 TC. 
712). A U.K. - resident company formed three subsidiary companies with the 
intention that they should be resident in East Africa. Each subsidiary had its 
registered office in East Africa, and carried on its business there. The Articles of 
Association of each company provided for the management and cdntrol to be in 
the hands'of the directors, whose meetings could be held anywhere outside the 
U.K. In fact, the directors were elected and removed on the instructions of the 
parent company. No director was a director of the parent company. The parent 
company decided in 1950 to take over the management and control, the decision 
being notified informally to the company’s representative in East Africa. From 
then all decisions on major matters and also on many minor matters were made by 
the parent company. The East African directors never met as Boards, although 
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they made decisions locally on day—to-day matters. In 195 2 and 1953 Unit, which 
Was resident in the U.K. and was another subsidiary of the parent company, made 
payments to the African _subsidiaries. On'appeal to the Special Commissioners 
against Schedule D assessments for 1953 and 1954/5, the company claimed that 
the African subsidiaries were resident in the U.K. within the meaning of Section 
20 (9), Finance Act, 195 3. It Was common ground that, if they were resident, the 
company could deduct the payments in computing its assessable profits. It was 
held by the House of Lords that the subsidiaries were resident in the U.K. and that 
therefore the payments to the African companies qualified as subvention payments. 
It was a matter of fact where the real business was carried ‘on; real business was 
carried on where the management and control were actually located. Certainly 
the management of the business was not excercised in the manner contemplated, 
and it followed that it was carried on in a manner irregular, unauthorised and 
perhaps unlawful. But the company’s residence was determined by the facts, not 
by its constitution. ' 

For the purposes of the subvention legislation, companies are associated com- 
panies if one of these companies is a subsidiary of the other, or both are subsidia- 
ries of a third company. “Subsidiary” has the same meaning as for Profits Tax 
purposes in Section 42 of the 1938 Finance Act, i.e. the principal must hold at 
least 75 % direct or indirect beneficial interest in Ordinary Share Capital of the 
subsidiary. For a payment to be a subvention payment, the relationship of- 

principal and subsidiary must have existed at all times between the beginning of 
the payee company’s accounting period for which the payment is made, and the 
making of the payment.

' 

The Finance Act, 1960, Section 20 (2) restricts the allowances and losses 

available for subvention purposes by excluding those applicable to trades not 
carried on on a commercial basis and with a View to the reahsajcion of profits. 
This section applies to allowances in respect of expenditure incurred after 5th 
April, 1960, other than allowances for agricultural land and buildings, and to 
losses for acccounting periods ending in the fiscal year 1960/1 or thereafter. 
The subvention provisions apply also to companies Whose activities consist 

mainly in the making of investments, and whose profits arise mainly from invest— 
ments. In this case, the subvention receipts are treated as payments chargeable to 
tax under Schedule ‘D’, Case VI, and the subvention payments are treated as 
management expenses, and allowable for tax purposes. ‘ 

Provisions exist for the making of such additional assessments, reductions of 
assessments and repayments of tax as are necessary to give effect to the subvention 
arrangements. Any over—repayment under Section 341 (Loss Relief) is recoverable 
under Schedule D, Case VI. The Finance Act, 1 9 5 4, Section I 8 and Paragraph 3 of the 
Fourth Schedule extend these provisions, so that they also apply to terminal losses.- 
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WORLD TAX REVIEW 
INDIA 

TAX NEWS 
FINANCE BILL, 1965 

I Corporate Tax 

. The list of articles relating to priority 
industries contained in Part IV of the 
First Schedule to the Finance Act, 
1964, will be enlarged by including 
therein limestone, flame and drip 
proof motors, malleable iron and steel 
castings, calcium ammonium nitrate 
and ships. This means that companies 
engaged in the manufacture of these 
articles will be entitled to the lower 
rates of tax both in respect of income— 
tax and suttax by the grant of a rebate 
of 10% on income—tax and 20% on 
surtax. . 

. under the existing law the first Rs. 
2 lakhs of . income of closely-held 
cqmpanies which are mainly or wholly 
engaged in the manufacturing or 
processing of goods is liable to tax 
at 50% provided their total income 
does not exceed Rs. 5 lakhs; the 
balance of the income is taxed at 60%. 
It is now proposed to. extend this 
concession so that the closely-held 
'manufacturing companies will pay 
tax at' 50% on the first Rs. 10 lakhs 
of their income irrespective of the 
size of their total income. 

. penal tax payable by Iclosely-held non- 
trading companies for non-distribu— 
tion of profits will be reduced from 
57% to 25%; such companies will 
not be required to distribute 90% of 
their net profits after tax 'until the 

accumulated profits and reserves- ex- 
ceed twice the amount of the paid up 
capital including loan capital, or the 
value of fixed assets, Whichever is 

greater. 
. section 2 (I 8) of the Income-tax Act is 
proposed to be changed to provide. 
that if in a public company. equity 
shares carrying not less than 50% 
of the voting power are held 

I 
by 

another company in which the public 
are substantially interested or by a 
100% subsidiary of such a company, 
fhe first mentioned company shall be 
regarded as one in which the public 
are substantially ihterested. 

. development rebate will be increased 
from 20% to 25 % on new plant and 
machinery installed after 31.3.1965 by 
priority on basic industries; in the 
casg of others it will be reduced from 
'20 % to 15 % With effect from 1.4.1967. 

' For ships and coal-mining industry 
the existing. rates of 40% and 3.5% 
respectively will continue. 

. the Finance Act, 1964 added a provi- 
sion whereby the expenditure incurred 
by 2. company in providing perquisites 
to employees in excess of zo%-of the 
salary was not allowed as a deduction 
from taxable income. It is now 
proposed to apply the provision 
only in the case of employees having 
annual income above Rs. 7,500.
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foreign individuals or companies will 
be exempt from tax on capital gains 
arising from sale or transfer of shares 
held by them in an Indian company 
provided the sale proceeds are rein- 
vested in an approved investment 
within a period of two years from 
the date of transfer of shares. 
interim dividends shall be liable to 
tax in the hands of the receiver in the 
year in which they are actually paid 
and not in the year in which they are 
declared as at present. 
it is proposed to restrict the aggregate 
tax burden on a company to a maxi- 
mum of 70%. This “ceiling” applies 
only to an Indian public company 6r 2. 
public company which declares and 
pays dividends in India (including a 
100% subsidiary of such companies) 
if the pai-dup share capital is not less 
than 25 % of theag'gtegate of capital 
and reserves. Branches of foreign 
companies or closely—held corpora- 
tions which are nOt covered by section 
108 of the Income-tax Act are not 
brought under the ceiling. The maxi- 
mum rate of 70% shall be calculated 
without including the 1‘2§% tax 
levied on any bonus shares issued by 
the company. 
a new chapter under the heading 
“Tax Credit Certificates” is proposed 
ti) be added to the Income-tax Act. 
Briefly, it envisages the issue of tax- 
free tax credit certificates in five in- 
stances. First, in order to encourage 
subscriptions to_ equity capital issued 
by public limited companies engated— 
in important industries, tax credit 
certificates will be issued to individuals 
subscribing to any eligible issue of 
equity capital. Secondly, tax credit 
certificates will be issued to persons 

who export goods out of India after 
28th February, 1965 and receive the 
sale proeeeds thereof ’ in India, in 

_ 

accordance with foreign exchange 
regulations. Thirdly, tax' Credit certi— 
ficates will be issued to provide relief 
to public limited companies owning an 
industrial undertaking from tax on the 
capital gains arising to them from the 
transfer of lands and buildings situated 
in urban area Where such transfer has 
been made with a View to shifting to 
another area, subject to certain condi- 
tions and limitations. Fourthly, with a 
View to stimulate production of goods 
it is proposed to grant certificates to a 
manufacturer who produces goods 
during any one or more of the years 
in the five year period 1965/ 66 to 
1969/70 in excess of his production 
during the “base year” 1964/ 65. Lastly, 
to encourge the expansion of industry 
in the corporate sector, it is proposed 
to issue tax credit certificates to com- 
panies engated in the manufacture of 
specified articles for a five year period 
— assessment years 1966/67 to 1970/71. 
The amount shown on a tax credit 
certificate granted to any person 
under the above provisions will be 
adjusted against any existing liability 
of such person under the Indian 
Income-tax Act, 1922 or the Income- 
taX Act, 1961 or any such liability 
arising Within a period of twelve 
months from the date on which the 
certificate is produced before the 
Income—tax Officer, and the amount, 
if any, remaining after such adjust- 
ment will be refunded to the person 
09 the expiry of that period. 
The Central Government will frame a 
scheme or schemes making detailed 
provisions for the implementation of
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the provisions relating to grant of tax 
credit certificates for various purposes. 
The Scheme will "contain provisions 
as to the manner in which and the 
authority by Whom the certificate will 
be issued. - 

II. wealth-tax Act is being amended to 
provide for exemption of individuals 

from wealth—tax in respect of the 
value of equity shares in a new indu- 
strial company, Where v such shares 
have been subscribed and paid [for by 
the assessee and form part of the 
initial issue of the equity capital made 
by the company after 28th February, 
1965. 

II 
' Permmzl taxation 

Taxation on personal income has been 
lowered at all levels. 
The highest marginal rate on unearned 

income will come down from 88.2.5 % to 
81.25 % and that on earned income from 
82.5 % to 74.75 %. The maximum tax rate 
will be reached on earned income above 
Rs. 3 lakhs and on unearned income above 
Rs. 70,000. Some of the important pro: 
posals are given below: 
(a) income—tax and super-tax have been 

integrated and Will, in future, be 
known as “income—tax”; 
a revised schedule of tax fates (attach- 
ed) has 'been prescribed simplifying 
calculation of tax considerably and 
eliminating the\ need for calculating 
marginal relief etc; 

(5) no income—tax is payable by an indivi- 
dual whose total income does not 

; 

exceed Rs. 3,000; _ 

if the total income is Rs. 20,000 Or less, 
the income-tax payable shall not 
exceed 40% of thc‘amount by which 

> 
the total income exceeds Rs. 3,000. 

(e) no surcharge is payable on earned 
income up to Rs. 100,000; on earned 
incoqie above this amount surcharge‘ 
at rates varying between 5% to 15% 
is levied. Uneatned income up to Rs. 
15,000 is exempt from surcharge; 

( f ) personal allowances of fixed amounts, 

'(5) 

given below, are allowed as deduction 
from tax payable: 

Rupees 
(i) Unmarried individual I00 

.(ii) Married individual with no 
dependent child .175 

(iii) Married individual With 
one dependent child 19; 

(iv) Married individual with 
more than one dependent 
child 2 I 5 

(g) relief on insurance premia, pension/ 
provident fund contributions and post 
office cumulative time deposits will be 
given by deducting 50% of the . 

aggregate of these‘ sums, subject to 
prescribed limits, from the total in- 
come. The prescribed monetary limit 
of the aggregate sum has been en- 
hanced‘from Rs. 10,000 to Rs. 12,500; 
the percentage limit is retained at 25 
but will be ca‘lculatedbn total income 
before deduction of annuity deposits 
therefrom; v 

(/1) a deduction of a specified amount, not 
exceeding Rs. 2,400, will be allowed, 
subject to certain conditions, from 
the total income of an individual 

\ resident in India in respect of expen- 
diture'incurred on the medical treat- 
ment of a physically or mentally 

I57
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handicapped dependent relative, pro- . 

' apply to salaries payable duringthe 
vided the individual’s total income financial year 1.4.65 to 51.5.66.

, 

before deduction of annuity deposits. (j) non—residents will be taxed on their ’ 

does not exceed Rs. 20,000; total income in India at rates appli- 
(i) there is no change in the rates or cable to such-incomc,without grant of 

provisions relating- to annuity deposits any personal allowances or initial 
The changes, if approved by Parlia— exemption; ‘tax at source will be 
ment, will be effective from assessment withheld at the rate applicable to total 
year commencing on 151: April, 1965, income or at 30% whichever is 

but for income from salaries, will higher. ' 

FINANCIAL YEAR 1965/66 
_ 
Rate of income-tax 

(I) Where the total income does not exceed 
Rs. 5,000 5 per cent. of the total income. 

(2) Where the total income exceeds Rs. 5,000 but does not exceed Rs. 10,000 
Rs. 250 plus 10 per cent, 'of the amount by which the total income exceeds Rs. 5,000. 

(3) where the total income exceeds Rs. 10,000 but does not exceed Rs. 15,009 
Rs. 750 plfis 15 per cent. of the amount by which the total income exceeds Rs. 10,000. 

(4) Where the total income exceeds Rs. I 5,000 but does not exceed: Rs. 20,000 
Rs. 1,500 plus 20 per cent. of the amount by which the total income exceeds Rs. 15,000. 

(5) where the total income exceeds Rs. 20,000 but does not exceed Rs. 25,000 
Rs. 2,500 plus 30 per cent. of the amount by which the total income exceeds Rs. 20,000. 

(6) where the total income exceeds Rs. 25,000 but does not exceed Rs. 30,000 
Rs. 4,000 plus 40 per cent. of the amount by which the total income exceeds Rs. 25,000. 

(7) Where the total income exceeds Rs. 30,000 but does not exceed Rs. 50,000 
Rs. 6,000 plus 50 per cent. of the amount by which the total income exceeds Rs. 30,000. 

(8) Where the total income exceeds Rs. 50,000 but does not exceed Rs. 70,000 
Rs. 16,060 plus 60 per cent. of the amount by which _the total income exceeds Rs. 50,000. 

(9) Where the total income exceeds Rs. 70,000 _ 

Rs. 28, 000 plus 65 per cent. of the amount by which the total income exceeds Rs. 70,000. 

Surcharge: No surcharge on the first slab of earned income up to Rs. 100,000; next Rs. 100,000 will bear 
surcharge at 5 “a; next Rs. 100,000 at 10 Z; the balance at 15 7,” 

Reported by: K. c. KHANNA 

IN THE NEXT' ISSUE: 
FINANCE BILL,,1965, INDIRECT TAXES, reportedb} K.C. KHANNA



WORLD TAX REVIEW 
' JAPAN 
TAX NEWS 

TAX REVISION IN 1965 
Japanese Government decided on January 
19, 1965, the substance of national tax 
amendments which will be'presented to 
the ordinary session of the Diet for their 
approval The followings are the sum— 
mary of the substance. 

1. Individual Imome T ax 
(I) Basic exemptidn is raised to 130,000 

yen (120,000 yen at present) 
(2) Exemption for spouse is raised to 

120,000 yen (110,000 yen at present) 
\‘Vith respect to Exemption for depen- 
dents, 
i) Exemption for each dependent less 

than 13 years of age is raised to 
r 50,000 yen (40,000 yen at present) 

ii) Exemption for each dependent I 3 
years or over is, raised to 60,000/ 
yen (50,000 yen-at present) 

iii) Exemption for the first dependent 
in. case no exemption for spouse is 
allo’Wed is raised to 80,000 yen 
(70,000 yen at present). 

(4) With respect to employment income 
deduction, 
i) fixed amount of deduction is raised 

to 50,000 yen (20,000 yen at pre- 
sent) ' 

ii) 20% of the reduction rate becomes 
to be applied up to 500,000 yen 
(400,000 yen at present) after 
deducting the fixed amount, and 
the ceiling of the amount of deduc— 
tion is raised to 150,000 yen 
(140,000 yen at present). 

(5) With respeé't to ded'uc'tion for family 
employees, 

*) Approved March, 3.1, 1965. 

i) in case a taxpayer files 'a blue return 
the maximum deduction is raised 
to 180,000 yen. (150,000 yen at 
present) for a family employee not 
less than 20 'years of age and to 
150,000 yen (120,000 yen at pre- 
sent) under 20 years of age 
in case a taxpayer files a White 
return, ‘the deduction for family 
employee is raised to 120,000 yen 

I 

(90,000 yen at present). 
(note): The tax reduction mentioned in (1) 
to (5) above is effective on' and after April 
'1, 1960. (The tax reduction‘as the initial 
effect far the 1960 calendar year is three- 
quarter of the full calendar year). _ 

(6) The maximum deduction for medica 
_expenses is raised to 300,000 yen (150,000 
yen at present). 

2. Corporation T ax 
(1) Tax rates applicable to the undi‘stribut— 
ed income of an ordinary corporation for 
annual income of not more than 3,000,000 
yen and for annual income of more than 
3,000,000 yen are reducedto 31 % (3 5 % at 
present) and 37% (38% at present) 
respectively.

‘ 

(2) Tax rate applicable to special’corpora- 
tions (Cooperative Association etc.) and 
corporation of public welfare (including 
Medical Corporation) is reduced to 26% 
(at present 28%). 
(3) The deducting amount from the 
retained earnings of the family corpora- 
tion to compute the taxable standard for 
special additional tax becomes 25 %'(20% 
at present) of the net income for the 
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accounting period or I,ooo,ooo yen per 
year, Whichever is larger. 

3 Special Meamre}
I 

(I) With respect to the special measures 
which are to be terminated at the end of 
1964 fiscal year or at the end of 1965 
calendar year. 

i) the special measure by which 
interest income (including dividend 
income from the distribution of 
gains of a securities investment 
trust) is segregated from other in— 
come and is taxed at the special 
rate of 5% is extended for another 
two years with amendment that the 
special tax rate is raised to 10% and 
the ceiling of a “small savings Tax 
Exemption” is raised to 1,000,000 
yen (500,000 yen at present) 

ii) the special measure by which the 
dividend income is subject to the 
withholding tax at the special rate 
of 5% is extended for another two 
years with amendments that the 
special rate is raised to 10% and the 
following measures are incorporat- 
ed. 
(a) the dividend income received 
from each-company not exceeding 
500,000 yen per year is not required 
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to be included in the aggregate in- 
come subject to tax return, and 
(17 the dividend income isscpara 
tely taxed at source at the special 
rate of 15 % at a taxpayer’s choice, 
except for the dividend income 
received by a taxpayer Whose 
shares of the paying company are 
5% or more of the total shares, 
or the amount of dividend income 
received by a taxpayer from a 
company which is 500,000 yen or 
more per year. 

(2) With respect to? the deductibility of 
expense account, the undeductible ratio of 
social expenses and entertainment ex- 
penses in excess of the total of 4 million 
yen plus 0.25 per cent of capital is raised to 
50 per cent (at present 30 per cent). ' 

(3) Establishment of special reserve for 
mine exploration 
A corporation or individual who carries 
on mining industries is allowed to credit 
the amount which is the smaller of the 
following in the account of reserve for 
mine exploration (The amount is deduc- 
tible for the tax purpose.) 

i) 15% of the gross amount of the 
sale from specific kinds of mining 
products 

I 

'

v 

ii) 50% of the net income derived 
from the sale. 

(RemarkI): If the amount credited in the above account remains unused for the three years after the 
credit was made, the balance should be reverted into the taxable income of the fourth year. The use of 
this reserve is Ilimited to the actual expenditure for mine exploration. With this measure, the measure of 
the special depreciation for equipments to explore natural resources which is to be terminated at thc‘end 
of I964. F.Y. is, in principle, abolished. 

' Submit/Mb} our CORRESPONDENT 

IN THE NEXT ISSUE: . 

TAXATION OF FOREIGN ENTERPRISES CARRYING ON BUSINESS OPERATIONS 
IN JAPAN, 12} MASATAKA OKURA 
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SWITZERLAND 

, BIBLIOGRAPHY 
Handkommeiztar :{um revizliertm berniuben Steuerguetz by R. KELLERHALS and H. GRUBER. 

Verlag Herbert Lang & Cie, Munzgtabeh 2, Berne, 1965 280 pp. Price Sfrs. 30.—. 
This manual on the direct taxes levied by the canton of Berne and ‘its municipalities. 

A useful guide for those who seek practical information on taxation in Berne. The book 
contains not only the law on the direbt cantonal and municipal taxes of October 29, 
1944, as amended on June 28, 1964, but also a commentary on each article. In an Afipen- 
dix some Regulations are reproduced'This book, that was published at the end of 
January 1965, is updated to December 1, 1964. I 

Die Steuem der Stbweiz, IV. Teil: Sammlung schweizerischer Gesctzc fiber die direkten 
Steuern - Band I. 
Published by Verlag ffir Recht und Gesellschaft AG, .Bundesstrasse 15, Basel. Loose 

leaf publication I 964. 
. This well known looseleaf publication bn Swiss federal, cantonal and municipal taxes, 
edited by the federal tax administrations, has recently been expanded by a fourth section, 
which contains the texts of direct taxation laws applicable in the confederation and the 
cantons. This collection will include laws on the taxation for both the individual and 
corporation of income, net worth, capitals gains, real property, and death taxes. 
At present only the laws of the cantons of Glarus, Schaffhausen and Valais are 

reproduced, but subsequent additions will follow in the next few months. 

U.S.A. 

TAX NEWS 
TAX PROPOSALS BY PRESIDENT JOHNSON 

President Johnson presented to the United 
States Congress a balance of payments 
message on February 10, 1965. The 
message contained a number of tax pro- 
posals which . will have international 
ramifications if adopted by Congress. 

In addition to these tax proposals, 
President Johnson announced that he was 
imposing'the interest equalization tax act 
as of February 10 on bank loans abroad 
with maturities of one year or more, with 

' appropriate exemption for borrowers in 
less developed countries. This implemen- 
tation of the “Gore amendment” to the

r 

interest equalization tax will iesult in a 
one per cent net increase in United Statés 
interest rates for borrowings by foreigners 
which are covered by the act. 

President Johnson’s three-tax pro- 
posals contained in the balance of pay- 
ments message included the extension of 
the interest equalization tax until Decem- 
ber 31, 1967, the broadening of its 

coverage to include non-bank credit of 
one—to—three year maturity, and increased 
incentives for forcigders to invest in‘ US. 
corporate securities.

I 

The interest cqualizhtion tax is schedul- ‘ 
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ed to expire at the end of this year. It is 
President Johnson’s opinion that _ci1.fc_u_m-_ 
stances require it to remain in cffebt until" 
December 31, 1967. The interest equaliza- 
tion tax has cHectively reduced 'the 

purchases of foreign securities by Ameri— 
cans since the legislation was submitted to 
Congress July 19, 1963. President Johnson 
stated that “it has encouraged the broaden- 
ing and deepening of capital markets in 
Europe—markets which can make .21 

lasting contribution to the economic 
growth of the free world.” Most press 
reports are confident that this extension 
will be enacted. For security transactions 
covered by the interest equalization tax, 
this would mean that the I % increase in 
interest rates and 15% penalty on equity 
acquisitions, will be effective for more 
than two and one half years, with a fair 
chance of its being around even longer if 
the dollar remains hard pressed. 

President Johnson’s request that Con- 
gress broaden the coverage of the interest 
equalization tax to non-bank credit with 
one-to—thtee year maturity was prompted 
by his use of the Gdre amendmént in 
reducing one—to-three year bank loans. As 
he stated in his message to Congress, “if 
the tax did not apply to foreign credits 
made by non-bank lenders, it would 
discriminate agefinst and invite 'an out- 
flow of untaxed funds through non-bank— 
ing channels.” 

' The country which would apparently be 
subject to the greatest difficulties by the 
broadened coverage of the interest equali- 
zation tax is Japan. In order to soften the 
blow, President Johnson is planning to 
exempt purchases by us. residents of new 
éetmrities‘ issued or guaranteed by the 
government of Japan up to an aggregate 
amount of $100,000,000 each year. It is 
'President' Johnson’s opinion that the 

1.62 

application of the tax to bank loans of over 
one year will Create a sufficient threat to 
'Ehe international monetary system to 
justify a limited exemption. " 

The last recommendation by President 
Johnson had to do with enhancing the 
United States tax climate for investment 
by foreigners. President Johnson feels that 
the truly worldwide market for capital 
among the industrialized nations requires 
a two-way flow of investments. In order t_o 
stimulate a greater inflow of capital from 
advanced industrial companies, the Presi- 
dent has instructed the Secretary of the 
Treasury to request legislation, generally 
along the lines recommended by a Presi— 
dential task force, to remove tax deterrents 
to foreign investment in us. corporate 
securities. 
The Presidential task force, referred to 

above, submitted their views on ways and 
means of promoting increased foreign 
investment in securities of as. private 
companies on April 27, 1964. The task 
force was made up of leading financial and 
business personalities. It is impossible to 
predict how closely the Treasury will 
follow these recommendations nor to 
guess what technical problems 'may be 
involved in the proposed legislation. 

Nevertheless, it is useful to catalogue 
the recommendations by the Presidential 
task force, so th1t interested persons can 
begin to evaluate What impact such 
amendments to the Internal Revenue Code 
might have on themselves or their clients. 
There were six recommendations, as 

follows: 
I. Eliminate U.s. estate taxes on all 

intangible personal property of non- 
resident alien decedents. 
2. Eliminate (with respect-to inCome not 
connected with thé‘ conduct of the trade 
or business)»the provisions for the pro-

x



gressive taxation of United States source 
income of non—resident alien individuals 
in excess of $19,000 and provide that no 
non-resident alien Whose tax liability is 

fully satisfied by‘ Withholding shall be 
required to file returns.

_ 

3; Eliminate the provision for taxation of 
capital gains realized by a non-resident 
alien individual when he is physically 
present in the United States; extend from 
90 to 18 3 days during a taxable year the 
time that a non-resident alien individual 
may spend in the United States before 
becoming subject to tax on all capital 

' gains realized during such year. 
4. Provide that a non-resident alien indivi- 
dual engaged ih business or trade Within 
the United States be taxed at regular 
rates only on income connected with such 
trade or business. 
_5. Amend the definition of peréonal hold— 
ing companies appearing in the Internal 
Revenue Code so that foreign corporations ' 

owned entirely by non-resident alien 
individuals are excluded from the defini— 
tion.

{ 

6. Clarify the definition of engaging in a 
trade or business to make it clear: (i) that 
a non-resident alieti individual or foreign 
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Corporation inveSting in the United 
States will not be deemed to be engaged 
in trade or business because of activity in 
an investment account or gganting a 
discretionary investment power to a U3. 
bank, broker or adviser; (ii) a non-resi- 
dent alien individual or foreign corpora- 
tion will not be deemed engaged in trade 
or business by reason of mere ownership 
of real property, by reason of a strict net 
lease, or by reason of an agent’s activity in 
connection with the_ selection of real 
estate investments in the United States. 

If the United States Internal Revenue 
Code were amended to include such / 

changes; it should have a salutary effect 
on“ the flow of foreign investment info 
the United States via the purchase of U.S_. 
corporate seCuritics. 

President Johnson’s ten-point program 
to strengthen the dollar has relied heavily 
on taxation as a tool both to contain the 
‘out—flow .of US. investment dollars, and 
also to sérve as an incentive for investmént 
in the United States by foreigners. It 

V 

will be of interest to follow the course of 
the Treasury’s proposed amendments 
after they are submitted to the Congress. 

Reported by GRAEME K. HOWARD JR, 
Ballard, Spahr, Andrews & Ingersoll. 
Land Title Bldg, Philadelphia, Penna.
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DOCUMENTS 

PROPOSED TAX LEGISLATION TO INCREASE FOREIGN , 

‘ INVESTMENT IN THE UNITED STATES - 

On March 8th, 1965, the Treasury submitted to the Congress a Bill (HR. 5916) of 
proposed tax legislation designed to increase foreign investment in the United States. 
The total annual revenue loss from enactment of the proposed legislation is estimated 
to be less than $5 million. . 

Foreign purchases of U.S. corporate securities are the greatest single source of long-term 
capital inflow for the United States. Between 1956 and 1963, such purchases averaged 
$190 million a year. During that time the value of foreign-held stocks outstanding more 
than doubled—going from $6.1 billion to $ I 2.5 billion. There is no estimate of the imme- 
diate benefit from the proposed legislation in terms of increased investment, but over time 
it is expected that the legislation would result in increased purchases of such securities of 
roughly $100 million to $200 million a year.

‘ 

The bill proposes three major tax changes affecting foreigners and foreign corporations 
and a number of minor changes. The major changes are: 

1. Reduction of the rate of us. estate tax applicable to foreigners to bring the tax treat- 
ment of foreigners more in line with the rates usually paid by American citizens, and 
with general international practice. The reduction would replace the present maximum 
rate of 15 percent, and replace the present $2,000 exemption with a $ 30,000 exemptibn. 

z. Elimination of the provision in the present law which makes foreigners’ non-business 
income, such as dividends and interest, subject to tax at regular U.s. individual tax 
rates if it exceeds $21,200. The tax on such income would be limited to the flat 30 
percent withholding rate provided by statute or any lower withholding rate which may 
be provided by treaty. Business income would continue to be taxed at regular U.S. rates 
if the foreigner is engaged in business here. , 

3. Elimination of the present provision for taXation of capital gains realized by a foreigner 
simply because he was present in the United States at the time of the particular transac- 
tion. At the same time, the period that a foreigner may spend in the United States 
Withou't becoming subject to tax on all us. capital gains for the taxable year, would be 
extended from 90 days to I 8 5 days. 

Since the application of the U.S. estate tax to foreigners is one of the biggest barriers to 
foreign investment in the United States, its reduction is probably the most important of 
the major changes. For example, the proposed change would reduce the estate tax for a 

foreigner with a U5. gross estate of $100,000 from about $17,500 to about $3,000. A U.s. 
citizen would pay about the same tax on such an estate if he did not claim the marital 
deduction, and would pay no tax if he did. (Foreigners are not allowed to claim the marital 
deduction.)

' 

The proposed legislation also contains provisions dealing with former US. citizens who , 

in the future give up their citizenship and live butside the United States in order to avoid 
U.S. taxes. It would require such former citizens t9 pay regular U.s. income and estate 
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taxes on incomefrom or property in the United States, if they gave up their U.s. citizen-
I 

ship less than 10 years before. This would not apply to former citizens who could show 
that the surrender of their citiienship was not tax motivated. 
There are also other provisions designed to contribute to more rational and consistent tax 
treatment of foreigners and foreign corporations. 

IN THE NEXT ISSUE: 
EXPLANATION BY THE TREASURY DEPARTMENT ON BILL H.R. 5916 

New 
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Montgomery; Federal T axes, RONALD PRESS COMPANY, New York, 1964, 39th 
Edition, pp. 600. 

' 

' 
'

. 

As in earlier editions, this book gives a presentation of a clear and concise explanation 
of the rules of federal income taxation, along with comments, analysis a'und suggestions 
for business and family tax planning. Although the entire income tax field has been 
covered, emphasis has‘ been placed on the selection of material which should be of 
interest and value to managers and owners' of business enterprises, corporate executives, 
investors and their professional advisers. 

’ I 

Bwinm and Profim'onal Income uhder the Pomona] Income T ax, NATIONAL BUREAU OF 
ECONOMIC RESEARCH, New York, C. Harry Kahn, Princeton University Press, 
1964, pp: 177. ‘ 

This summarizes and interprets extensive information on income and tax liabilities 
attributable to the proprietors of unincorporated businesses and professions. The chief 
purpose of this study is to provide a detailed examination of the general characteristics of 
unincorporated business income and its individual income tax treatment. 

‘

. 

The enterprises considered in this volume represent nine tenths of the total business 
population and account for more than a fifth of total business receipts. 

Alternative: to Premzt Federal T axes, TAX INSTITUTE OF AMERICA, Princeton, 
N.]., 1964, pp. 257. 

“ ‘ 

Each year the Tax Institute of American conducts a symposium to focus attention on 
a major problem of taxation. This publication consists of the points of View presented 
by the informed participants. This particular symposium is devoted to a ten year look 
ahead in the federal tax field with plans and thoughts that might be carried .out Within 
the next ten years. .

7 

Before attempting the forward look, the symposium presents an appraisal of the 
present federal income tax as it applies to individuals and also an appraisal of the 'tax 
as it applies to corporations. Next, alternations are presented and an analysis of the ex- 
perience that these alternations met in other Countries. 
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III_ 
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; 

TREATIES~ 
CONVENTION BETWEENVTHE UNfITED STATES OF AMERICA AND THE 

REPUBLIC OF THE PHILIPPINES FOR AVOIDANCE OF DOUBLE TAXATION AND THE 
PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME 

‘ 
. ,

. 

The-Government of the United States of America and the Government of the 
Republic (if the. Philippines, desiring to conclude a convention for the avoidance 
of double taxation and the prevention of fiscal evasion with respect to taxes on 
incofne, have appointed for that purpose their respective Plenipotentiaries:

V 

The Government of the United States of America: 
Dean Rusk, Secretary of State of the United States of America, 
The Government of the Republic of the Philippines: 

Mauro Mendez, Secretary of Foreign Affaires of the Republic of the Philippines, and 
Rufino G. Hechanova, Secretary of Finance of the Republic of the Philippines, 

who, having communicated to each other their respective full powers, found in 
good and due form, have agreed upon the following Articles: 

ARTICLE I 

Taxe: Covered 
(I) The taxes which aré the subject of the present Convention are: 

V 

(a) In the case of the United States, the Federal income tax, including surtax, 
imposed by Subtitle A of the Internal Revenue Code (but not including the tax on 
improperly accumulated earnings or the personal holding company tax).

V 

(17) In the case of the Philippines, the income tax imposed by Title II of the 
National Internal Revenue Code (but not including the tax on improperly accumu- 
lated earnings 'or the personal holding company tax). » 

(2) The present Convention shall also apply to taxes substan_tially similar to those 
covered by paragraph(1). of this Article which are subsequently imposed in addi- 
tion to, or in place of, existing taxes. 
(3) For the purpose of Article 6, this Convention shall also apply to taxes of every 
kind, and to those imposed it the national, state, or local level. 

’ ' ARTICLE II 
G'émra/ Dqfinilz'am 
(I) In the present Convention, unless the context otherwise requires: 

(a) The term “United States” means the United States of America, and when 
used in a geographical sense means the States thereof, the District of Columbia, 
and Wake Island; '

V 
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(I?) The term “Philippines” means the Republic of the Philippines, and when 
used in a, geographical sense means the ter’ritories comprising the Philippines; 

. (c) The terms “one of the Contracting States” and “the other Contracting 
State” mean the United States or the Philippines, as the context requires; 

(d) The term “person” comprises an individual, a corporation and any otherbody 
of individuals or persons; - 

V 

'

_ 

(e) The term “corporation” 'means any body corporate, association or joint 
stock company or other entity which is treated as a body corporate for tax purposes; 

(f) The term “United States corporation” means a corporation Created or 
organized under the laws of the United States or of any State thereof or the District 
of Columbia; 

. 

I - 

(g) The term “Philippine corporation” means a corporation created or organiz- 
ed under the laws of the Philippines; 

(b) The terms v“re$ident or corporation of one of the Contracting States” and 
“resident or corporation of the other Contracting State” mean a resident or cor- 
poration of the United States or a resident or corporation of the Philippines, as 
the context requires; * 

(i) The term “competent authority? means: .

‘ 

(I) in the United States, the Secretary of the Treasury or his delegate; 
(z) in the Philippines, the Secretary of Finance or his delegate. 

(2) As regards the application of the present Convention by a Contracting State, 
any ferm not otherwise defined shall, unless the context otherwise requires, have 
the meaning which it has under the laws of that Contracting State relating to the 
taxes which are the subject of the present Convention; ' 

ARTICLE III 
General Rule: of Taxation - 

(I) A resident or corporation of one of the Contracting States shall be taxable by 
the other Contracting, State only on income derived from sources Within that 
other Contracting State. .

' 

(z) A resident or corporation of one of the Contracting States shall‘be taxed by 
the other Contracting State on income taxable under paragraph (I) in accordance 
with the limitations set forth injhe‘ present Convention. Any income to which 
the provisions of the present Convention are not expressly applimble shall be 
taxable by each of the Contracting States in accordance with its own law. The 
provisions of the present Convention shall not be construed to restrict in any 
man‘ner any exclusion, exemption, deduction, credit or other allowance now or 
hereafter accorded (a) by the laws of one of the Contracting Statesin ‘the deter— 
mination of the tax imposed by that State or (b) by any other agreement between 

I 

the Contracting States._ ' 

. v . 
- 

i 1 - 
v

' 
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(3) Except as provided in paragraph (4), a Contracting State may tax an individual 
Who is a citizen or resident of that Contracting State (Whether or not such person 
is also a resident of the other Contracting State) or a corporation of that Contract- 
ing State (Whether or not also a corporation of the other Contracting State) as if 
the present Convention had not come into effect. 
(4) The provisions of paragraph (3) shall not affect—- 

(a) the benefits conferred by a Contracting State under Articles 4 and 6; 
_ (b) the benefits conferred by the United States under Article 18; and 
(a) the benefits conferred by a Contracting State under Articles 14, I 5, 16 and 

17 upon individuals 6ther than citizens of, or individuals having immigrant status 
in, that Contracting State. 

ARTICLE IV 
Relief from Double Taxation ' ( 

Double taxation of income shall be avoided in the following manner: 
(I) The United States shall allow as a credit against its tax specified in subpara- 
graph (1) (a) of Article 1 the appropriate amount of taxes paid to the Philippines. 
Such appropriate amount shall be based upon the full amount of tax paid to 
the Philippines, and such credit shall, in other respects, be allowed in accordance 
with the applicable revenue laws of the United States. It is agreed for this purpose 
that the Philippine tax specified in subparagraph (1) (b) of Article I shall be con- 
sidered to be an income tax, and that by virtue of the provisions of paragraph (2) 
of this Article the Philippines satisfies the similar credit requirement prescribed by 
section 901 (b) (3), Internal Revenue Code of 1954, with respect to taxes paid to the 
Philippines. 
(2) The Philippines shall allow to a resident or corporation of the Philippines 
as a credit against its tax specified in subparagraph (1) (b) of Article 1 the appro— 
priate amount of taxes paid to the United States. Such appropriate amount shall 
be based upon the full amount of tax paid to the United States, and such credit 
shall, in other respects, be allowed in accordance with the revenue laws of the 
Philippines. It is agreed for this purpose that the United States tax specified in 
subparagraph (1) (a) of Article I shall be considered to be an income tax and that 
by virtue of the provisions of paragraph (I) of this Article the United States satis- 
fies the similar credit requirement prescribed by section 30 (c) (5) (B), National 
Internal Revenue Code, With respect to taxes paid to the United States. 

ARTICLE v 
Source of Income 
For purposes of Articles 3 and 4: 
(1) Income from the performance of personal services (including private pensions 
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and annuitie§ paid in respecé of such services) or the furnishing of personal, 
services shall be treated as income from sources within the State in which such 

V 

services are performed. Compensation for personal services perforfiled aboard 

ships or aircraft operated by a resident or corporation of a Contracting State and, 
in the case of the United States, registered in the United States (incluaing private 

pensions and annuities paid in respect of such services) shall be treated as income 
from sources within that Contracting State, if rendered by a member of the regular 
complement of the ship or aircraft. 
(2) The source of any item‘ of income to which the provisions of this Article are 
not expressly applicable shall be determined by each of the Contracting States in 
accordance with its own law. 

ARTICLE VI 
Nondiytrimifiation 
(I) A citizen of one of the Contracting States who is a resident of the other Con- 
tracting State‘ shall not be subjected in that other Contracting State to more 
burdensome taxes than is a citizen of that other Contracting State who is resident 
therein. 

‘ 

\
. 

(z) A permanent establishment which a citizen or corporation of one of the 
Contracting States has in the other Contracting State shall not be subject in that 

other Contracting State to more burdensome taxes than is a citizen or corporation 
of that other Contracting State cérrying on the same activities. This paragraph 
shall not be construed as obliging either Contracting State to grant to citizens of 

the other Contracting State who are not residents of the former Contracting State 
any personal allowances or deductions which are by its law available only to resi- 
dents of that former Contracting State. .

- 

(3) A corporation of one of the Contracting States, the capital of which is Wholly 
or partly owned by one or more citizens or corporations of the other Contracting 
State, shall not be subjected in the former Contracting State to more burdensome 
taxes thanjs a corporation of the former Contracting, State, the capital of which 
is wholly owned by one or more citizens of corporations of that former Contract- 
ing State. 

ARTICLE VII 
Btu-them Profit: 
(1) A resident or corporation of one of the Contracting States shall be subject to 
tax in the other Contracting State with respect to its industrial or commercial 
profits only if that resident or corporation has a permanent establishment in that 
other Contracting State. ‘ 

(2) In the imposition of such tax—— 
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(a) there shall be' allowed as deductions ordinary and ‘ necessary expenses,- 
wherever incurred, which are allocable, to the reasonable satisfaction of the com- 
petent authority of that Contracting State, to income from sources within that 
Contracting State; and 

I

' 

(b) no profits shall be deemed to be derived from sources within that Contract. 
ing State merely by reason of the purchase of goods or merchandise.' 
(3) For purposes of paragraph'O) the term “industrial or commercial profits” 
means income derived from the active conduct of a trade or business. It includes 
profits from manufacturing, mercantile, agricultural, fishing and mining activities, 
and from the furnishing of personal services. It does not include income from the 
performance of personal services, dividends, interest, royalties, income from the 
rental of personal property, income from real property, insurance premiums, or 
gains derived from the sale or exchange of capital assets. 

ARTICLE VIII 

Definition of Permanent Establixbment 
(I) The term “permanent establishment” means a fixed place of business through 
which a resident or corporation of one of the Contracting States engages in trade 
or business. ‘ 

‘
- 

(2) The term “a fixed place of business” includes, but is not limited to,'a branch; 
an'oflice; a store or other sales outlet; a workshop; a factory; a warehouse; a 
mine, quarry or other place of extraction of natural resources; a building site, or 
construction or installation site, which exists for more than three months. ' 

(3) The term “permanent establishment” shall not be deemed to include any 
one or more of the following: ' 

_ (4) facilities used for the purpose of storage, display or delivery of goods or 
merchandise belonging to the resident or' Eorporation;

_ 

(17) the maintenance of a stock of goods or merchandise belonging to the 
resident or corporation for the purpose of storage, display and /or delivery; - 

(c) the maintenance of a' stock of goods or merchandise belonging to the 
resident or corporation for processing by another person; ‘ 

(d) a fixed place of business maintained for the purpose of purchasing goods 
or merchandise, and [or for the collection of information, for the resident or 
corporation; 

‘ 

' 

c . 

(e) a fixed place of business maintained for the purpose of advertising, for the 
supply of information, for scientific research, or for similar activities Which have a 
preparatory or auxiliary character, for the resident Or corporation. 

>
I 

(4) Even if a resident or corporation of one of the Contracting States does not 
have a permanent establishment in the other Contracting'State 3undervparagraphs -- 
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(I)—(3) Of this Article, nevertheless he shall be deemed to haVe a permanent 
establishment in the latter State» if he engages in. trade or business in that State 
through an agent Who— .' 

'

I 

_ (a) has an authority to conclude contracts in the name of that resident or 
corporation and regularly exercises that authority in the latter State unless the 
exercise of the authority is limited .to the purchase of goods or merchandise; 

- (I7) regularly secures orders in the latter State for that resident or corporation; 
or , 

(c) maintains in the latter State a stock of goods or merchandise Belonging to 
that resident or corporation from which he regularly makes deliveries or fills 
orders. . 

(5) Notwithstanding paragraph (4) of this Article,5a resident or corporation of a 
Contracting State shall not be deemed to have a permanent establishment in the 
other Contracting State merely because it 'uses the services in that State of a 
bona fide broker, general commission agent, forwarding agent, indentor or other 
agent of independent status acting in the ordinary course of its business. For this \ 

purpose, an agent shall not be considered to be an agent of independent status if it 
acts as an agent exclusively or almost exclusively for the resident or corporation 
(or for that resident or corporation and any other person controlling, Controlled by 
or under common control with that resident or corporation) and carries on any 
of the activities described in paragraph (4) of this Article. . . 

(6) The fact that a corporation of one of the Contracting States controls or is 
controlled by or is under common control With (a) a corporation of the other Con— 
tracting State or (b) a corporation which engages in trade of business'in that 
other Contracting State (whether through a permanent establishment or otheré 
wise) shall not be taken into account in determining Whether the activities or 
fixed place of business of either corporation constitutes a permanent establishment 
of the' other corporation. > 

' 

.

’ 

(7) A resident or corporation of one of the Contracting States shall be deemed 
to have a permanent establishment in the other Contracting State if that resident 
or corporation prbvides the services in the latter State of public entertainers xe— 
ferred to in Article I 3, paragraph . 

v

’ 

(8) If a resident or corporation of one of the Contracting States has a permanent 
establishment in the other Contracting State at any time durin'gthe taxable ycaf, it 
shall be considefed to have a permanent establishment in that other Contracting. 
State for the entire taxable year. ' ‘ 

' 

'

' 

-. - ' 
‘ 

. . 
'-.ARTICLE.IX 

‘Reldz‘ed‘Permm ' 
' 

‘

. 

(I) Where é-résident or COrporation of a- State deriving commercial and industrial. 
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profits in one of the Contracting States and any Other person are related and where 
such related persons make arrangements or impose conditions between themselves 
which are different from those which would be made between independent per-t 
sbns, then any income which would, but for those arrangements or conditions, 
have accrued to such resident or corporation but, by reason of those arrangements 
or conditions, has not so accrued, may be included in the income of such resident \ 

or corporation for purposes of the present Convention and taxed by that Con 
tracting State accordingly. .- 

‘ 

(z) (a A person other than a corporation is related to a corporation if suc 
‘ person participates directly or indirectly in the management, control or capital of 

the corporation. ‘ 

(b) A corporation is related to another corporation if either participates direct- 
ly or indirectly in the management, control or capital of the other, or if any person 
or persons participate directly or indirectly in the management, control or 
capital of both corporations. 

ARTICLE x 
Inter“!

‘ 

Interest received by the Government of one of the Contracting States or any 
’ agency or instrumentality wholly owned by that Government shall be exempt 
from tax by the other Contracting State. 

ARTICLE X: 
Income from Real Property 
A resident or corporation of one of the Contracting States subject to tax in the 
other Contracting State on income from the rental of buildings or from real 
property which is improved with buildings, including gains derived from the sale 
or exchange of such property, or on royalties in respect of the operation of mines, 

\ 
quarries, or other natural resources may elect for any taxable year to compute that 
tax on such income on a net basis. 

ARTICLE XII 

Gain: upon Tramfer: to C antral/ed C orporaz‘z'om
_ A resident or corporation of one of the Contracting States shall be exempt from 

tax in the other Contracting State with respect to gain realized upon the transfer 
of property to a corporation in exchange for stock in such corporation— 
(1) If immediately thereafter such resident or corporation, or such person to- 
gether with any other persons making similar transfers as part of the same trans- 
action, owns stock of such corporation possessing at least 80 percent of the total

\ 
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combined voting power of all classés of stdck entitled to vote and at least 80 per- 
cent of the total number of shares of all other classes of stock of the corporation; 
and ‘ 

' 
‘ ' A 

(2) Where the transferee corporation is a Philippine corporation, if the property 
is transferred and reéorded on the books of account of the corporation at a value 
not exceeding the value_at which such property was recorded on the books of 
account of the transferor. 

ARTICLE XIII 
r Incomefrom Personal Sen/ice! ' 

(I) An individual who is a resident ‘of one of the Contracting States shall be 
exempt from tax by the other Contracting State with respect to income from 
personal services if— ' » 

(a) he is present within the latter Contracting Statefor a period or periods not 
exceeding in the aggregate 90 days during the taxable year, and 
r (b) such income is not deducted in computing the prpfits of a permanent estab- 
lishment of a resident or corporation of the former Contracting State subject to 
tax in the latter Contracting State, and - 

~

‘ 

(c) in the case of employment income, the services are performed as an em- 
ployee of a resident or corporation of the former Contracting State, and 

(d) the aggregate amount of such income does not exceed $3,000 (or its equiv-' 
alent in Pesos). . 

(2) For purposes of paragraph (I) of this Article, the term “income from personal 
services” includes employment income and income earned by an individual from 
the performance of personal services in an independent capacity. The term 
“employment income” includes income from services performed by officers and 
directors of corporations. Income from personal services performed by partners 
shall generally be treated as income from the performance of services in an inde- 
pendent capacity, but a salary or other fixed amount paid by a partnership to an 
active partner shall be considered income from employment by the partnership, if 
similar payments are not made to inactive partners.

‘ 

(3) Notwithstanding paragraph (I) of this Article, the income from personal 
services of public entertainers, such aé athletes, musicians and actors, from their 
activities as such, may be taxed in the Contracting State in which the services are 
performed if such income exceeds either $100 (or its equivalent in Pesos) for each 
day the individual is present in the latter Contracting State or an aggregate amount 
of $3 ,000 (or its equivalent in Pesos). _ 

‘

_ 

(4) Compensation received by any individual for personal services performed 
aboardshjps or aircraft operated by a resident or corporation of a Contracting 
State (and, in the case of the United States, Legistered in the United States) shall, 
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subject to paragraph (3) of Article 3, be exémpt frofn tax by the other Contracting: 
State, if the services are rendered by a member of the regular complement of the 
ship or aircraft. 

ARTICLE XIV 
T ember: '

- 

An individual who is a resident of one of the Contracting States at the beginning 
of his visit to the other Contracting State and who, at the invitation of the 
Government of the other Contracting State or of a university or other accredited 
educational institution situated in the other Contracting State, visits the latter 
Contracting State for the purpose_ of teaching or engaging in research, or both, at 
a university or other accredited educational institution shall be exempt from:tax 
by the latter Contracting State on his income from personal services for teaching 
or research at such educational institution, or at other such institutions, for a 
period not exceeding two years from the date of his arrival in the latter Contracting 
State. ’ 

ARTICLE xv 
Student; and Traimw ~

3 
(1) (a) An individual who is a resident of one of the Contracting States at the 
beginning of his- visit to the other Contracting State and Who is temporarily pre— 
sent in the other Contracting State for the primary purpose of— 

(j) studying at a university or other accredited educational institution in that 
other Contracting State, 

(ii) securing training required to qualify him to'practice a profession or pro- 
fessional specialty, or '

. 

(iii) studying or doing research as a recipient of a grant, allowance, or award 
from a governmental, religious, charitable, scientific, literary or educational 
organization, . , .

" 

shall be exempt from tax by that other Contracting State with respect to— 
(A) gifts from abroad for the purposes of his maintenance, education, study, 

research or training; , 

' ' 

' '(B) the grant, allowance, or award; and 
(0) income from personal services performed in the other Contracting State in 

an amount not incxcess of $2,000 Or its equivalent in Pesos for any taxable year; 
or, if such individual is securing training necessary for qualification in a medical 
profession or medical specialty, including any physician,’ medicaltechnologiét, 
nurse, pharmacist or other person under the Exchange Visitors Program, not in 
excess of $5,000, or its equivalent in Pesos for any taxable year. 

. '(b) The benefits under this paragraph shall only extend for such period ‘of time 

I74



U.S.A.-PHILIPPINES—.INCOME TAX TREATY 

as may be reasonably or customarily required to effectuate the pursé of the visit, 
but in no event shall any individual have the benefits of this paragraph for more 
than five taxable years. ' 

(2) A resident of One of the Contracting States who is present in the other 
Contracting State for a period not exceeding one year, as an employee of, or under - 

contract with, a resident or corporation of the former State, for the primary 
purpose of—'

, 

(i) acquiring technical,.professional, or business experience from a person 
other than that resident or corporation of the former Contracting State, or 

(ii) studying at a university or other accredited educational institution in that' 
~ other Contracting State, 

'

. 

shall be exempt from tax by that other Contracting State with respect to his 
income from personal services performed 2in the other Contracting State for that 
period in an amount not in excess of $5,000 or its equivalent in Pesos. 
(3) A resident 'of one of the Contracting States who is present in the other Con- 
tracting State for a period not exdeedjng one year, as a participant in a program 
sponsored by the Government of the other Contracting State, for the primary 
purpose of training, research, or study shall be exempt from tax by that other 
State with respect to his income from personal services performed in that other 
Contracting State and received in respect of such training, research, or study in an 
amount not in excess of $10,000 or its equivalent in Pesos. 

A R T I c L E x v I 

Governmental Salariex , 

Wages, salaries, and similar compensation, and- pensions, annuities, or similar 
benefits paid by, dr directly out of public funds of, one of the Contracting States or 
the political subdivisions thereof to an individual who is a national of that Con— 
tracting State for services rendered to that Contracting State or to any of its politi- 
cal subdivisions in the discharge of governmental functions shall be exempt from 
tax by the other Contracting State. 

_ 

ARTICLE XVII 

Rule: Applicable to Perxona/ Service Arm/e: 
(I) For purposes of Articles, I 5, I4, 15 and 16, reimbursed travel expenses shall be 

‘ considered to be income from personal services or compensation, but shall not be 
taken into account in computing the maximum amount of exemptions specified in‘ 
Articles 13 and 15. - 

(2) An individual who qualifies for benefits under more than one of the provi—. 
sions of Articles I 3, 14 and I 5 may select the application of that provision most 
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favorable to him, but he shall not be entitled to the benefits of more than one 
provision in any taxable year. 

ARTICLE XVIII 

Deduction for C baritah/e C oflz‘ributz'om 
In the computation of taxable income under the United States income tax,>a 
deduction shall be allowed to citizens and residents of the United States and 
United States corporations for contributions to any organization created or 
organized under the laws of the Philippines which constitutes a non—profit orga- 
nization under section 27 (e) of the National Internal Revenue Code of the Philip- 
pines if— 

V

I 

(a) such contributions are used entirely Within the Philippines and 
(17) the recipient organization has qualified as a tax-exempt organization under 

subsection 501 (c) (3) of the United States Internal Revenue Code. 
Such deductions shall not, however, exceed an amount which would have been 
allowable under the United States Internal Revenue Code if such organization had 
been created or organized under the laws of the United States and if such contribu— 
tions were used Within the United States. 

ARTICLE XIX 

C on/lz‘atz'ofl and Taxpayer C [aims - - 

(I) The competent authorities of the Contracting States may communicate with 
each other directly for the purpose of giving effect to the provisions of the 
present Convention. Should any difficulty or doubt arise as to the interpretation or 
application of the present Convention, or its relationship to conventions between 
one of the Contracting States and any other State, the competent authorities shall 
endeavor to settle the question as quickly as possible by mutual agreement. 
(2) The competent authorities may consult together for the purpose of consider— 
ing the amendment of this Convention to add provisions dealing with such matters 
affecting income taxation and not Covered in this Convention as may be deemed 
appropriate. 
(3) In particular, the competent authorities of the Contracting States may consult 
together to endeavor to agree—— 

(a) to the same apportionment of industrial or commercial profits between a 
resident or corporation of one of the Contracting States and its permanent 
establishment situatedr in the other Contracting State; or 

(b) g to the same allocation of income between a resident or corporation and a. 
related person, dealt with in Article 9, '- 
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and to the appropriate proceduites for effectuating' Such apportionment or alloca- 
tion. 7 

v . 
. 

I

K 

(4) A taxpayer shall be entitled go present his case to the Contracting State of 
which he is a citizen or resident, or, if the taxpayer is a corporation of one of the 
Contracting States, to that State, if he considers that the action of the other Con- 
tracting State has resulted, or will result for him in taxation contrary to the provi- 
sions of the Convention. Should the taxpayer’s claim be considered to have merit 
by the competent authority of the Contracting State to which the claim is made, it 

' 

shall endeavor to come to an agreement with the competent authority of the other 
Contracting State with a vigw to the avoidance of double taxation contrary to the 
provisions of the Convention.

‘ 

v 
\ ARTICLE xx 

Extbange of Information .,
I 

‘ 

(I) The competent authorities of the Contracting States shall exchange such in- 
formation as is necessary for the carrying out of this Convention and of the ~ 

domestic laws of the Contracting States concerning taxes covered by this Con- 
vention insofar as the taxation thereunder is in accordance with this Conv/ention.

' 

Any information so exchanged shall be treated as secret and shall not be disclosed . 

to, any persons or authorities other than those concerned with the assessment, 
collection or enforcement of the fakes Whiéh are the subject Of this Convention 
(including a court or administrative body).

_ 

(2) In no case shall the provisions of paragraph (I) be construed so as to impose 
on one of the Contracting States the obligation: ' 

(a) to carry out administratiye measures at variante with the laws or admin- 
istrative practices of that Contracting State or the other Contracting State; 

(17) to supply particulars which are not obtainable under the laws of, or in the 
normal course of administration in, thgzt Contracting State or the other Contract— 
ing State; or - 

. 

v
I 

(r) to supply information which would disclose any trade, business, industrial, 
commercial or professional secret or trade process, Or information; the disclosure 
of which would be contrary to its public policy. 

I 

‘

' 

ARTICLE XXI
' 

Ambiance in Collection - 

_ \
_ 

(1) Each of the Contracting States shall endeavor to collect such taxes imposed by 
the other Contracting State as will ensure that any exemption granted under the 
present Convention by the other State shall not be enjoyed by persons not entitled 
to such benefits. The Contracting State making such collections shall be respon- 
sible to the other Cohtracting State for the sums thus collected.
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(‘2) In no case shall the provisions of this Article be construed so as to impose " 

upon either of the Contracting States xthe obligation to carry out administrative 
measures at variance with the regulations and practices of the Contracting State 
endeavoring to collect the tax or which would be contrary to that State’s sover- 
eignty, security or public policy.

' 

. ARTICLE XXII 
Exchange of Legal Information 

' 

, . 

(I) The competent authorities of the Contracting States shall notify each other of 
any amendments of the tax laws referred to in Article 1, paragraph (I), and of the 
adoption of any taxes referred to in Article 1, paragraph (2), by transmitting the 
texts of any amendments or new statutes at least once a year. 
(2) The competent authorities of the Contracting States shall exchange the texts 
of all published material interpreting the present Convention under the laws of the 
respective States, Whether in the form of regulations, rulings or judical decisions. 

ARTICLE XXIII 
‘Eflm‘ive Date: and Ratification » - 

(I) The present Convention shall be ratified and the instruments of ratification 
exchanged at Manila as soon as possible. *) 
(2) After the exchange of instruments ‘of ratification, the present Convention shall 
have effect with respect to taxable years beginning on or after the first day of 
January of the year following that in \vhich such exchange takes place. 
(3) The present Convention shall continue in effect indefinitely, but it may be 
terminated by either of the Contracting States, on the initiative of the competent 
authority of that State, at any time after five years from the date specified in para- 
graph (2) of this Article, provided that at least six months’ prior notice of 
termination has been given. In such event, the present Convention shall cease to 
be effective with respect to taxable years beginning on or after the first day of 
January next following the expiration of the six—month period. 

In Witness Whereof, the undersigned Plenipotentiaries have signed the present 
Convention. 
Done at Washington, in duplicate, this fifth clay of October, 1964. 
For the Government of The United States of America: 

Dean Rusk . 

’

‘ 

For the Government of the Republic of the Philippines: 
M. Mendez 

‘ Rufino G. Hechanova 
*) The treaty has not yet been ratified.
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A BRIEF OF THE PRESENT TAX SYSTEM 
In 1964, the national income of Japan is estimated to have been Y19,895 billion. Total 
taxes levied by national and local governments were Y4,425 billion for the same fiscal 
year, so that the total tax burden was roughly 220/O of national income, or about 46,000 
yen ($ I 28; 360 yen is equivalent to I dollar) per inhabitant. 
The present tax system of Japan is composed of the following direct taxes and 

indirect taxes.
' 

Diren‘ 7};e 
National Tax: 
Income Tax (Individual Income Tax), Corporation Tax (Corporate Income Tax), 
Inheritance Tax, Gift Tax; 

'

- 

4 

Local Tax: - 

Prefectural Inhabitants Tax, Enterprise Tax, Municipal Inhabitants Tax, Automo- 
bile Tax, Light Vehicle Tax, Mine Lot Tax, Property Tax, City Planning Tax; 

Indirect T axe: 
Nati‘onal Tax: 
Liquor Tax, Commodity Tax, Sugar Excise Tax, Playing Cards Tax, Gasoline 
Tax, Local Road Tax, Admission Tax, Travel Tax, Customs Duty, Monopoly 
Profit, Registration Tax‘, Stamp Tax, Securities Transaction Tax, Bourse Tax, 
Tonnage Tax, Special Tonnage Tax ; 

Local Tax: 
Prefectural' Tobacco Consumption Tax, Local Entertainment Tax, Eating, 
Drinking & Lodging Tax, Municipal Tobacco Consumption Tax, Light-oil 
Delivery Tax, Electricity & Gas Tax, Bathing Tax, Real Property Acquisition Tax, 
Timber Delivery Tax, Hunters License Tag, Hunting Tax’, Mineral Product Tax 

The following table explains the relative importance of direct and indirect taxes in 
ICCCflt years .

\ 

as ‘X, of total tax revenue total taxes 
Year - 

V 

as % of 
National taxes Local taxes Total taxes national 

direct indirect direct indirect direct indirect income 

‘1961 55 45 77 23 _ 
61 39 22.1 

1962 58 42 77 23 64 36 21.8 
1963 58 42 76 24 63 37 - 21.5 
1964 59 41 76 23 64 36 22.2 

Note. Outline of the major national and local taxes are summarized in the Annex. 
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\ ‘ 

B TAXATION 6N CORPORATIONS OR B‘RANCHES IN JAPAN 
I Organizational Arrangements through which foreign enterprises carry on 

I business operations Within Japan. 

A foreign enterprise which decides to undertake its business opegations Within Japan 
will usually follow one of three alternative courses: _ 

"j w
‘ 

First, it might create what is tantamount to a branch in this country, in which case the 
foreign corporation is definéd as a “féreign corporation having business in Japan”. The 
“taxable income” properly attributable t6 that branch operation would be taxable to the 
foreign corporation in the year in which the profit is earned, Whether or not remitted to 
the head office located in a foreign country. - 

Second, the foreign corporation might seek to retain its own status of “foreign cor-V 
poration Without business in Japan” by expanding into Japan through another entity. 
Thus, it might buy stock in an existing Japanese corpogation or it might create its own 
new ‘subsidiary in Japan, incorporated under its law. The corporation or subsidiary 
would of course be a domestic corporation taxable on its own profits in the year in 
which the profits are earned. The foreign parent itself would be subject to a withholding 
tax of normally 20 percent on the gross amount of dividends paid by its Japanese sub- 
sidiary. 

’
. 

Third, a foreign corporation might use in conducting operations within Japan a com- 
bination of the first two. A Japanese subsidiary might also be used as an agent of its 
foreign parent corporation.

I 

In that event, the foreign parent corporation would normally be treated as a “foreign 
corporation having business in Japan’iand subject to Japanese corporation tax on the_ 
income from business activities in Japan through the agency capacity of its Japanese‘ 
subsidiary.

_ 

The Japanese subsidiary is naturally subject to Japanese tax on the portion of the 
profits properly attributable to the subsidiary itself. But that portion would only be 
taxable to the foreign parent corporation at the point of distribution. 
The succeeding part (2) deals with the tax effect where the foreign corporation remains 

a “foreign corporation Without business in Japan” but makes use of a Japanese sub— 
sidiary to engage in business Within this country. Part (3) will then consider the tax 
problems if the foreign corporation becomes a “foreign corporation having business in . 

Japan”. - ’ 

Explanation must necessarily be given here of the tests which determines Whether a 

foreign corfiorétion becomes a “foreign corporation having business in Japan” and 
accordingly it becomes subject to Japanese tax with respect to its income from business. 

When a foreign corporation 1': deemed to have 17min”: injapan 
In the case Where a foreign corporation comes under any of the following categories, it 

is deemed to have business in Japan and accordingly taxed on the business incémc from ‘ 

the Sources within Japan: 
, ~ 

a. It has a branch, office, factory or other fixed place of business in Japan. The use of 
facilities solely for the purpose of purchase or storage of goods or merchandi’se, .or sélcly 

, 

v 
.. 

' 

1179'



TAXATION OF FOREIGN ENTERPRISES fN JAPAN 
‘ 

-
' 

for the purpose of advertising, publicity or other activities of an auxiliary nature is not 
considered as a fixed place of business in this sense; . 

la. It carries on a construction, installation or assembly project in Japan or business 
consisting of providing personal services in the nature of the supervision of construction 
or the like activities in Japan (but only if the constructions, etc. or the business is carried 
on for more than twelve months); or ’ 

'

‘ 

t‘. It has in Japan the following types of agent; namely— 
(i) A person who has and habitually exercises an authority to conclude contracts in 

Japan for or on behalf of the foreign corporation (but not including a person Whose 
activities are limited exclusively to the purchase of goods or merchandise or a person 
Who engages in the same kind of business as the foreign corporation concerned and 
for Whose business the exercising of the authority to conclude contracts for the 
corporation is indispensable). 
(Kevlar/6:) An agent “who engages in the same kind of business as foreign corpora— 
tion concerned and for whose business the exeréising of the authority to conclude 
contracts for the corporation is indispensable”, means as an example, the Japanese 
company carrying on international air transportation, which is required to sell 

tickets for foreign airlines under the IATA or other agreements. 
(ii) A person who habitually maintains in Japan a stock of goods or merchandise from 

which he regularly fills orders oh behalf of the foreign corporation, or 
(iii) A person who habitually secures orders, negotiates or performs other important 

activities in Japan for concluding contracts, exclusively or almost exclusively, ft): or 
on behalf of the foreign corporation. 
(Remark) The type of business mentioned in a above is referred to as “ordinary 
type of business”, While the business mentioned in la. and r. is referred to as 
“special type of business” in the following sections. 

Rq‘ereme to T ax T reatie: 
Japan has entered into treaty relations with the United Statesl, Canadaz, Sweden, 

Pakistan, Norway, Denmark, India and the State of Singapore, The Republic of Austriaa, 
New Zealand4, the United Kingdom“, Thailand6 and Malaya’. According t6 these tax 
treaties, a foreign corpo’ratipn shall be subject to tax in Japan on its profits if it carries on 
business through a permanent establishment situated in Japan. And the concept of a 
permanent establishment is defined somewhat more in detail in each of these tax treaties, 
but it generally means a branch, office, factory or other fixed place of business. An agency 
having a general authority to negotiate and conclude contracts on behalf of the principal 

I The Bulletin intend to publish the treaty, signed at Washington, April 16, 1954., as soon as the 
protocol modifying and supplementing the treaty, signed at Tokyo, August 14, 1962 comes into force. 
2 published in Bulletin I 964, p. 473 if (not yet in force) 
3 id. 1963,p. 2433 
4 id. 1964, p. 386 ff 
5 id. 1963,p. 805 
6 id. 1965,p. 1136 
7 id. 

_ 
1964,p.428ff 
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abroad or having a stock of merchandise from which it regularly fills orders on" the 
principal’s behalf, is also considered to come under this concept. However, the mere 
existence in Japan of a subsidiary, or the use in Japan of an independent agent does not 
of itself constitute a permanent establishment of its parent company or of the foreign 
principal. 

'
- 

2 Tax effect where a foreign corporation remains a “foreign corporation without 
business in Japan” but utilizes a Japanese subsidiary to engage-in business 
Within this country. ‘ 

1. Relation beta/em the parent gorpomtz'on and it; mlm'dz'my corporation 

With reference to intercorporate transattions, it would be determined whether prices, 
allocations etc., as reflected in their separate accounts, correspond to those which would 
have prevailed had the two corporations been bargaining at arm’s length. This principle 
is reflected in many tax conventions and the OECD draft Convention (Article 9. Associat- 
ed enterprises). 

2. A foreign carporatz'qn without lamina“ infapan 
(a) Coverages of tax liabilities and pattern of taxation. 
By and large, a foreign corporation Without business in Japan is exempt from Japa— 

nese tax on the business income derived from the Squrce of Japan and only subject to 
Japanese tax on such income from assets situated in Japan as interest on bonds (public 
or private) or bank deposits, dividends, distributions of surpluses, royalties, rcntals etc. 

Japanese income tax on these types of income is deducted at source at the time bf 
payments. The Withholding is normally at the rate of 20 percent on the gross amount 
received. A foreign corporation without business in Japan is however required to make 
a return and pay Japanese corporation tax on its net income, in case it receives the 
income from sources within Japan such as;

V 

(1) income from the sale, transfer or exchange of immovable property or rights thereon 
situated in Japan, . 

(ii) income from the sale or cutting of timber situated in Japan, or 
(iii) income from the sale of forestalled shares of a Japanese corporation» or from the sale 

of the substantiaLinterest in a Japanese corporation considered simila; to‘the sale 
of the business‘itself. 

V

. 

' Those foreign corporations Without business in Japan who are to make self- 

assessment are'advised to designate a resident in Japan an agent to take care of their 
payment of Japanese tax. - 

(b) Special Tax Concessions provided for in domestic law 
Some concessions are temporarily granted to certain income deriVed by a foreign 

corporation without business in Japan. Interest on bonds or debentures issued in 
denominations of foreign currencies, or loans made from foreign financial institutions 
is taxed at the reduced rate of 10 percent, if the bonds or debentures are issued before 
April I, I 967, or if the interest on the loans is payable during the period from April I, 
1962 to March 31, 1967. '

V 
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The following table shows how the tax rates are reduced or the tax is exempt by 
virtue of the provisions of the Tax Treaties. 

Invastment Income 
Resident in

_ 

Interest. dividends royalties 

US. 15 % o 15 ‘X, 
1 

Sweden I 5 I 5 I 5 

‘ 

Pakistan 0 —( 1 5) o 
1 

Norway I 5 I 5 I 5 _ Denmark I 5 I 5 I 5 

1 

India 
' —- — — 

‘ Singapore ' o I 5 (I o) 0 
Austria 

I 
1 0 20(1 0) IO 

New Zealand —- V 

I 5 — 
U. K. I o r I 5(1 0) I 0 
Thailand 10 :3 20(15) 15 
Malaya ' —— I 5(1 0) o 

(Notes) I. The figures shown in the brackets are applied to the dividends paid by a Japanese cor— 
poration controlled by the receiving corporation through share holding. In this connection, 
the definition of control (the holding ratio) varies from one to another. 

2. The figure with :3 is only applicable to interest received by a financial corporation of the 
Thailand on debentures issued by, or 0113 loans made to a Japanese enterprise engaged in 
such industrial undertaking as manufacturing, construction etc. . 

Royalties received by the foreign corporation as consideration for providing a 
certain important technology of foreign countries under a contract concluded by 

1 

‘ 

March 31, I 967 are taxed at a reduced rate of 15 percent. 
(c) Local Taxes 
Neither inhabitants tax (prefectual and municipal) not enterprise tax is imposed on a 
foreign corporation Without business in Japan. 
(d) Effect of Tax Treaties 
In most of the conventions, investment income derived by a foreign corporation 

without business in Japan may be taxed at reduced tax rates or is exempt. 

3. A damm‘z't corporation (Subsidiagl infapan) 
331 Corporation Tax 

1) A domestic corporation defined ‘ 

Under the Corporation Tax Law, a corporatibn having its head or main office Within 
Japan is classified as a “domestic corporation”. Any subsidiary company organized 
under the Japanese law falls under this category, since it is required under the law to 
have its head oflice Within Japan. Ownership of the Whole or a part of the capital of a 
company will have no relevance at all in determining Whether the company is treated as a 
domestic corporation for tax purposes.' 
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A domestic corporation is subject to the corporation tax on its entire income irrespect— 
> live of Whether it is derived from within Japan or not, and irrespective of the nature of 
. income. , 

2) Accounting period 
The accounting period is a fixed period for which taxable income of a corporatioh is 

computed. It may be freely chosen by a company, but it cannot exceed 1 2 months under 
the provisions of the Commercial Code. Therefore most companies usually adopt either 
a 6 months accounting period or a 12 months accounting period for convenience of 
computation. The change from one accounting period to another is always required to 
be reported to the chief of the proper taxation office. 

5) Returns and payment 
The Corporation Tax Law provides that domestic corporations must file a return and 

pay the tax Within 2 months after the last day of each'accounting period. If ah accounting 
period exceeds 6 months, an interim return must be filed and payment made within 2 

months after the last day of the first 6 months period. A corporation may choose as the 
amount of tax to be reported upon the interim return either an amount equivalent to 50 
percent of the amount of tax paid fof the preceding accounting period (if its accounting 
period is 12 months), or the amount of tax calculated on the basis of the actual taxable 
income of that 6 months period. 

4) Blue return system Vc the approval of the chief of a taxation office, a corporation which is maintaining 
its books and records according to the methods prescribed by Ministerial Ordinance may 
file a so-called “blue return”. More than 70 percent of corporate taxpayers in Japan are , 

nowadays filing blue returns. 9 

(Remarks) : 

When a corporate taxpayer desires to file a blue return, it is required to file an applica— 
tion to the proper taxation office for approval ordinarily by the first day of the accounting 
period for which it is going to file the first blue return. A newly established corporation 
may file the application by the day three months after the day of its incorporatibn. 
A corporation which obtains permission to use the blue return has the following 

advantages in computing its taxable income: (i) deductioh is allowed for the amount- 
credited against a bad debt reserve account and various other statutory reserve accounts, 
(ii) special measures are granted for tax exemption regarding the manufacturer of 
important new products and regarding the exportation of technology, (iii) accelerated 
depreciation of certain fixed assets is recognized, (iv) cérrying forward for 5 years or 
backward for I year of losses is allowed and (V) special reserve (a sort of percentage 
depletion) for mine exploraition is admitted. ‘ 

5) What is taxable income. 
‘ For the purpose of the corporation tax, taxable income means the gross receipts of all 

kinds (including capital gains) less the gross amount of expenses and losses of a corpora- 
tion for each accounting period, subject to some exceptions prescribed in the laws and 
regulations. Thus, it will generally coincide with the difference between ‘the value of the 
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net assets at the beginning and that at the end of the accounting period, less any additional 
capital subscribed but with the addition of any amounts Withdraw/n from the corporation 
in the course of the accounting period. In practice, the computation of taxable income is 
broadly in conformity with normal commercial principles for computing the net profits 
of the corporation. However, with respect to the valuation of inventory, the depreciation 
of assets, the deductible amount of certain kinds of expenditures, etc., there are special 
rules governing for tax purposes. ‘ 

6) How to value inventories . 

Under the tax regulation there are two bases for valuing inventories, any one of 
which may be adopted at the corporation’s option; (1) cost or (2) cost or market price, 
whichever is lower. Where inventories are valued by the cost method, F.I.F.O., L.I.F.O.. 
or other rules prescribed by Ministerial Ordinance may be utilized. ‘ 

An inventory method, once properly adopted, cannot be changed unless permission is 
obtained from the chief of the proper taxation office. 

7) Depreciation 
4. Ordinary depreciation . 

Depreciation is allowed both for tangible assets such as buildings and machinery 
and for intangible assets such as patents, mineral interests and good will; but not for 
land or leasehold of land.

' 

Depreciation may be computed, in principle, under the straight line méthod or the 
declining-balance method, except that only the straight line method is allowable with 
intangible assets. 
The depreciation allowance must be computed on the basis of the useful life of the 

assets prescribed by Ministerial Ordinance. The rates of depreciation prescribed by such 
Ordinance are maximum for the purpose of the tax computation. As a rule, tangible 
assets may not be depreciated below a salvage value, which is always 5 percent of ‘the cost 
of the assets. , 

Before depreciation can be claimed for tax purposes the equivalent provision must be 
made in the corporation’s accounts. If the full amount claimable under the said Ordinance 
is not written off, the allowance for depreciation is limited to the amount actually claimed 
in the accounts. In the case of a corporation filing a blue return, the unclaimed deprecia— 
tion allowances may be carried forward, subject to a maximum of 3 years. 

[7. Accelerated depreciation 
For certain specified industries or for small and medium—sized enterprises, the ad— 

vantage is granted to write off up to a specified percentage of the cost of property in the 
initial y’ear. However, this advantage can be taken bnly by a corporation filing a blue 
return. , 

’
' 

For example, in the following cases, in addition to the normal depreciation allowance, 
an initial allowance of certain percentages of the cost of the specified machinery and 
equipment can be claimed.

‘ 

(i) Specified machinery and equipment of a corporation engaged in one of the important 
industries designated by Ordinance (6. g. steel, petro—chemical, electronics, auto— 
mobile, aircraft, machine tool industry, etcg),
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(ii) Specified machinery and equipment of a corporation engaged in designated scientific. 
research or experimental work, and '

V 

(iii) Specified machinery and equipment of a corporation trying to put new technology 
on a commercial basis. - 

8) Loss carry—over and loss carry—back 
( 
A corporation filing a blue return may carry over the amount of losses in order to 

deduct from the taxable income of succeeding accounting periods for five years following 
the period in which the losses are incurred. 

, 

' \
' 

It may also claim a refund of the overpaid tax amount resulting from carrying back 
such losses to the taxable income of the preceding accounting period fOr one year. 

9) Capital gains 
Under the Japanese tax laws, 3. gain from a sale or exchange of capital assets is nor— 

mally, taxable in the same manner as profits or any other income. The taxable améunt of a 
capital gain is the amount realized less the undepreciated balance of the property and the 
necessary expenses incurred for the sale. In case any capitalloss is incurred, such loss is 
deductible from the ordinary taxable income. For treatment of the gain realized as a 
result of fire or compulsory conversion, there are special provisions provided in the 
regulations. -

' 

Io) Inter-corporation dividends 
Dividends received by a corporation from a domestic corporation may be excluded in 

full from taxable income of the recipient corporation to the extent that the amount of 
dividends received does not exceed the amount of dividends which is paid out of taxable 
income of the recipient corporation itself. If the amount of dividends received exceeds 
the amount of dividends paid out, the above—mentioned exclusion from taxable income 
of the recipient does not apply to the full amount of such excess amount, but only to the 
amount equivalent to 75 percent of such excess amount.

V 

I 1) Tax rate , 

The corporation tax rate is 51 percent on the taxable income up to 3 million yen a 
year, and 57 percent on the taxable income in excess of 3 million yen. However, in order 
to encourage distribution of profits, the special reduced rates prescribed by the Special 
Taxation Measures Law are applied to that part of taxable income which is distributed by 
a Corporation. Thus, the corporation tax will be calculated in the following manner (the 
amount of tax being total of T1, T2, T 5 and T4 below). \ 

the amount distributed 
I 

. 

A ' 

(I , 
_ _ >< ————-——.‘ X 22 2 TI 

out of taxable mcome total taxable Income 
- 

the amount distributed ‘ B 
I (2) ‘ _ >< '.—— X 26 2 T2 

out of taxable Income total taxable meome 
the amount undistributed A 

( ) 
’ 

. >< ——.—-— x 31 = T; 
out of taxable 1ncome 

/ 
total taxable Income . 
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i 

X37=T4 
total taxable income 

the amount undistributed B
— 

( ) .

’ 

out of taxable 1ncorne 

In the above formulae 
If total taxable income is more than 3 million yen, ‘ 

A is 5 million yen, 
B is total taxable income less 3 million yen 

If Vtotal taxable income is 5 million yen or less, A is taxable income, 
' ‘ B is zero. 

(Re mark 5) If the accounting period is 6 months, 11.5 million yen 

(_ 3 million yen X 6) is used instead of 3 million yen referred to in the above for— 
I 2 '

,/ 

mulae.’
\ x 

The amount distributed out of taxable income means the excess of the amount distributed 
as dividends out of taxable income of the accounting period of a corporation over the 
amount of dividends which have been received by that corporation during the accounting 
period and have been excluded from its taxable income pursuant to the prbvisions 
concerning inter-corporation dividends. 

Therefore, if the amount of dividends received by a corporation exceeds the amount 
of dividends paid by that corporation, the special reduced rate is not applicable to the 
dividends paid by that corporation. In this case, the amount of dividends received in 
excess of the amount of dividends is taxable by one quarter as was explained in 10) above. 
.1 2) Credit for income tax withheld at source 

Undet the Japanese tax laws, income from interest on government bonds, debentures 
and deposits or from dividends received by a domestic corporation is subject to a with- 
holding income tax of 20 percent. In filing a corporation tax return, the recipient corpora— 
tioh must include the gross amount of interest in its taxable income (dividends received 
may be excluded from its taxable income as explained in 10) above). The amount of tax 
Withheld on such interest or dividends can be credited against corporation tax. Where 
the amount of corporation tax is insufficient: to offset the amount of tax so withheld on 
interest or dividends, 'the amount of tax thus overpaid may be refunded upon a claim 
Ewing made. ‘ ' 

(Rema rks) This Withholding rate of 20% is being temporarily reduced to IO % under the 
provisions of the Special Taxation Measures Law in respect of the interest or dividends to 
be paid before April 1, 1967. 

I 3) Credit for foreign taxes 
a. Ordinary foreign tax credit 
Foreign taxes on the corporate profits (including foreign local taxes) may be credited 

by a domestic corporation against its Japanese tax liability. The foreign taxes are credit- 
able on the accrual basis, i.e., against Japanese corporation tax for the taxable year during 
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which such foreign taxes are payable. wever, any excess over the following limitation 
is not creditable, unless it becomes creditable in accordance with “the carry-over and ' 

carry-back method” stated below. 
limitation: 

' 

.

‘ 

total income from sources 
Japanese x without Japan corporation tax entire income subject to Japanese 

corporation tax _ 

carry—over and carry—back: 
That part of total foreign taxes in excess of the above limitation may be carried forward 

for five succeeding years. On the other hand», unused limitation, i.e., the excess of the 
limitation over the foreign taxes payable, may be carried forward to increase the limita— 
tion for five succeeding year’s. 
(R 6 ma r k s) 
1 In computing the total income from sourceé without Japan, income from sources 
Within a foreign country which does not impose taxes on income may not be included. 
A net loss incurred in any foreign country is not taken_ into consideration. 

' 

v 2 In computing the entire income subject to Japanese corporation tax, losses carried 
over from previous taxable years are not taken into consideration. In other words, the 
entire income is that before deduction of carried-over losses. 
‘3 Items of the above formula for calculating the limitation are those of the taxable yegr 
in which the foreign taxes t6 be credited are payable. , 

A domestic corporation may elect“ to treat such foreign tax paid as “expenses” deduct— 
ible from gross income, instead of crediting it against its corporation tax. 
(Remarks) Whether a taxpayer credits foreign tax against the Japanese tax or deduct it 
from the taxable income is to be selected with respect to all the foreign taxes on income 
of the accounting period concerned (partial selection not admitted).

I 

1?. Indirect foreign tax credit 
If a domestic corporation received dividends from a foreign subsidiary of which not 

less than 250/0 of paid-in capital, or not less than 250/0 of shares with voting powers are 
owned by the domestic corporation, such amount of foreign tax (Le. the foreign tax in the 
nature of tax on income) imposed on the profits of the foreign subsidiary as 'is corres- 

V 

pending to such dividends received by the dbmestic corporation shall be deemed to be 
paid By the domestic corporation for the purpose of foreign’tax credit, provided that the 
domestic corporation includes such amount of foreign tax in its-taxable income (grossing 
up). 
(Remarks) The indirect foreign tax Credit, however, will not be allowed if the fo‘reign 
subsidiary is regarded as foreign holding company, or established solely for tax conside— 
rations. 7 

Such amount of foreign tax as is corresponding to the dividends is, computed by 
applying the following formula. ‘

' 

A: foreign tax imposed on the income of the foreign subsidiary. 
B]: the income of the foreign subsidiary.
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dividends received —ITA___ 
(Remarks) The income of the foreign subsidiary (B in the above formula) must be 
either i) or ii) below, Whichever is the greater. 
(i) income of the. foreign subsidiary computed by the subsidiary itself as the basis of 

dividendsvdistribution.
I 

(ii) income computed according to the foreign corporation tax law; provided that no 
corporation tax shall be treated as expense, and income exempted from tax for 
special policy objectives shall be included in its income. Special accounting methods 
recognized under the foreign tax law shall not be applicable if they deviate extremely 
from normal accounting principles.

I 

AX 

14) Special treatment of “Family Company” 
a. Family company defined 
Under the Corporation Tax Law, a “family company” is defined as a company in 

which stock ownership is held in any one of the following patterns. 
(1) The aggregate amount of stocks owned by three or less shareholders (including 

corporate shareholders) and persons having a special relationship with them is 

equivalent to 50 percent or more of the total amount of outstanding stock of the 
company. 

(ii) Four shareholders and their specially related persons own 60 percent or more of the 
total amount of stock outstanding. 

(iii) Five shareholders and their specially related persons own 70 percent or more of the 
total amount of stock outstanding. 

The persons having a special reIationship with a shareholder include not only individuals, 
such as the spouse, children, parents or other relatives of the shareholder concerned, but 
also any company, 50% of whose stock is held by the shareholder concerned and his 
specially related persons. 

b. Business transactions of family company 
Special statutory provisions apply to a family company dealing with another in 

which it has an economic interest or Which is in a position to influence its management. 
If a family company buys or sells goods at prices too high or too low or takes any steps 

which results in its income being computed arbitrarily lower than would otherwise have 
been the case, then its income may be computed at the amount which it would have been 
in the absence of such transactions. Loans with improper interest rates, excessive com— 
pensation or fees, services rendered free of charge, and other like transactions which are 
considered different from the transactions made at arm’s length with other enterprises, 
are the cases in Which these provisions may be employed. 
(Remarks) The provision is considered as but one of the phases of the ‘so-called prin— 
ciple of substantial taxation aiming at the taxation of income where the income is 

economically attributed. 
a. Surcharge on the retained profits of a family company v 

A family company is subject to regular corporation tax rates on its taxable income. 
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In addition, it is subject to a special surcharge on the amount of profits retained out of its 
profits of each accounting period, if the amount of the retention exceeds the high¢st of 
the following three figures: ‘ 

_
1 

(i) an amount equal to 25 percent of the income of the accounting period (for this 
purpose, tax-exempt income e.g. regarding the manufacturer of important new 
products is to be included). 

(ii) an amount equal to 1,000,000 yen per year 
(iii) an amount equal to 25 percent of the capital of the family company (as of the end of 

the accounting period) less the amount of its accumulated retained profits (as of the 
beginning of the accounting period). 

The tax base of surcharge for the family company is the amount of retention out of its 
profits of each accounting period in excess of the highest amount as mentioned above, 
and tax rates applicable to that base are as follows: 
(i) 30 million yen or less (per year) 

of the base amount ............. . .............. ~ ................ I ...... 1 00/0 
(ii) ovei: 50 million yen up to 100 million yen 

‘

\ 

ofthebaseamount ..................... 15% 
(iii) over 100 million yen of thebase amount ........................... ~. . . . 

‘ 20% 

However, a family company shall not be levied by this surcharge tax, if it comes under 
the category of a family company by taking into account the stock owned by a parent 
company which is itself not a family company. (e.g. A subsidiary of a non—family company 
is exempt from this surcharge.) 

3-2 Inhabitants Taxes on Corporation. 
These are local taxes levied by the prefectures and the municipalities such- as cities or . 

towns where an office or a place of businéss is located. 
Each tax consists of two parts: 

a Fixed amounts of tax per year per office: 600 yen to the prefecture, and 2,400 yen to 
the municipality with a population of 500,000 or more. The latter may vary according 
to the population of the municipalities. 

b 5. 5 percent of the amount of the corporation tax to the prefecture, and 8.4 percenf of 
the amount of the corporation tax to the municipality. This rate varies somewhat from 

, prefectufe (or municipality) to prefecture (or municipality). 

5-3 Enterprise Tax 
This is a lbcal tax levied by the prefecture where an office or a place of business is located. 
The rate of tax is as follows: 
a In the case of a corporation engaged in the business of supplying electricity or gas or of 

insurance, an amount equal to 1.5 percent of its gross revenue.
I 

b In the case of any corporation other than those referred to in a. above, the following 
rates are applied on its net profits (the same as the taxable income for corporation tax 
purposes),

I
:
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1,500,000 yen or less (per year) ................... . . . . . . . ............. 6% 
Over 1,500,000 yen up to 5,000,000 yen .................... . . .............. 9% 
Over 3,000,000 yen . . . . . . . .......................... . . . ............... 12% 

The amount payable as enterprise tax is treated as deductible expense for the purpose of 
corporation tax on the income of the subsequent accounting period in the normal cases. 

3 Tax effect where a foreign corporation becomes a “foreign corporation having 
business in Japan” (Japanese Branch). 
1 General 

a A foreign corpo’ration which carries on an ordinary type of business as defined in 
above (I) 21., is liable to pay corporation tax on its totals of income from business' 
carried on in Japan and income from assets situated in Japan. 

b If a foreign corporation has in Japan only a “special type of business” as defined in 
(I) b. and c. above, the income attributable to such business is subject to corporation 
tax, but the kind of income which is subject to withholding income tax and is not 
attributable to such business is not subject to corporation tax. 

6 Tax treaties (except for with U.S.A., the three countries of Scandinavia and Pakistan) 
adopt the principle of attribution to permanent establishment instead of its force of 
attraction, with the result that the business income solely attributable to PE. (regard- 
less of ordinary or special type of business) is subjct to corporation tax (investment 
income is subject to income.tax). 

z Computation of taxable income 
a The Corporation Tax Law provides that the provisions concerning the computation 

of taxabli: income of a domestic corporation, if not otherwise specifically prescribed, 
shall also apply to a foreign corporation as far as its income from Japanese sources is 
concerned. Therefore, in computing the taxable income, the Japanese branch must 
follow, as a rule, the same methods as are explained in (2) 3, with respect to inventory 
valuation, depreciation, or other deductions 01: credits, etc. 

[7 Special rules provided for in the present law to deal with business carried on con— 
7 

currently in Japan and abroad are as follows:
I 

(i) Any portion of the profits arising to an enterprise from the sale of goods or 
merchandise abroad shall not be treated as derived from sources Within Japan by 
reason of the mere purchase of such goods or merchandise in Japan by the enter- 
prise. 

(ii) Income from the sale in Japan of goods manufactured wholly or partly in a 
foreign country shall be treated partly as “domestic income” and partly as “foreign 
income”. Income from the sale in a foreign country of goods man'ufactured in 
Japan shall be treated in the similar manner. Such income is allocaBle between the 
countries concerned in accordance with the normal “at arm’s lengt ” principle. 

(iii) Income from the activities such as a construction, installation, assembly project or 
the like undertaken in Japan is treated as income from sources Within Japan, even 
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if the'contract thereof is concluded or necessary labor or materials are prbcured 
outside Japan. 

'

- 

. . . . - , . 
‘ 

. ' . 

(1v) As regards mternatlonal mantlme transportatlon, Income therefrom ls allocated to 

(v) 

(vi) 

(vii) 

(viii) 

3. 

domestic and foreign sources on the basis of receipts in respect of the passengers_ or 
cargoes embarked in Japan or abrbad. The income from international air trails- 
portation is allocated to domestic and foreign sources on the basis of such factors 
as the receipts, expenditures, value of the assets held in respect of the activities 
carried on in Japan and abroad or other relevant factors. 
In respect of casualty or life insurance business, that part of income which is 
derived from contracts concluded through a place of business or an agent located in 
Japan is treated as income from sources within Japan. - 

The income from the advertising activities carried on by publishing or broad-. 
casting business is treated as income from sources Within Japan to the extent that 
such advertising is performed Within Japan. 
In cases where such auxiliary activities as advertising, publicity or the like are 
performed in japan by an enterprise for its own business carried on outside Japan, 
no portion. of the profits are treated as derived from sources within Japan-by 
mere reason of such activities and no expenditures made in connection with such 
activities are deductible in calculating the income of the enterprise derived from 
other business activities in Japan. 

\
' 

In cases where money, industrial proprietorships or other assets pertaining to the 
business in Japan of an enterprise are made available for its own business outside 
Japan no interest, royalty or other income is deemed to arise in respect of the 
business in Japan from providing such assets. No expenditure incurred incidental 
to the use of such assets are deductible in calculating the income derived from the 
business in Japan of the enterprise. 

Computation of tax amnzmt 

As stated in 2. a. above, the taxable income and the amount of corporation tax of the 
Japanese branch is computed, in principle, by the same method as a Japanese domestic 
corporation. However, there are a few exceptional rules as explained below. 
a The special reduced rates of tax on the distributed profits of a domestic corporation 

are not applicable to the Japanese branch of a foreign corporation. As a result, the rate 
structure is much simpler; namely, 

(i) The prdinary corporation: 
The amount of income for each accounting period corresponding to annual 
income of not more than 5,000,000 yen ....... . . ........................ 31% 
The amount of income for each accounting period corresponding to annual 
meome of more than 3,000,000 yen. ................................... 37% 

(ii) The special corporation and the public interest corporation: Income for each 
accounting period . . . . . . .......... . . . ...... . ........ -. ............... 26%

/
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17 Inter-corporation dividends . 

The Japanese branch may exclude in 5.111 the dividends received from Japanese domest— 
ic corporations from its taxable income. This treatment differs from the cascwith a 
domestic corporation in that the dividends received by the latter will not always be 
non—taxable (See 2. 5. 3-1 10). 

4. Special rule: for accounting period 

As a rule, the accounting period of a Japanese branch shall coincide with that the foreign 
corporations uses itself in computing its income. However, in the event a Japanese 
branch discontinued its business activities during the course of its accounting period, the 
period from the beginning of its accounting period to the day on which it discontinued 
its business is deemed to constitute one accounting period. 1f the foreign corporation 
still derives income from immovable property situated in Japan, the period from the day 
following the date on which the business was terminated to the last day of the original 
accounting period is deemed to constitute another separate accounting period. 

5. Witbbolding, m. of income tax 
a As mentioned before, a foreign corporatioh is, as a rule, subject to income tax at the 

rate of 200/o in respect of interest, dividends, royalties, rentals etc., by means of with- 
holding at source when they are paid in Japan. When such income is paid out of 
Japan to a foreign corporation, and the payer has P.E. or other place of business in 
Japan, the payer must likewise withhold the tax equal to 20% of such payment. 
However, the payer is not required to withhold taxes On such income as royalties, 
interest on loan and rentals, when the recipient corporation obtains from the taxation 
authority and presents to the payer a certificate that the incOme concerned is subject 
to corporation tax together with its income from business in Japan. 

(Remarks) If a foreign corporation has only “special type of business in Japan”, this 
certificate procedure is recognized only with respect to the income which is attributable 
to thC “special type of business”. 

b Taxes withheld at source on income received by a foreign corporation with business in 
Japan are creditable against the corporation tax payable to it upon filing a return (only 
Withholding tax on dividends is not creditable), as far as the income is subject to the 
corporation tax; 

6. Inbabz'tanlx Taxex and Enterprixe Tax 
The Japanese branch is subject to inhabitants taxes and enterprise tax with respect to its 
income from Japanese sources in a similar manner as a domestic corporation. 

T o be continued. 
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by 

H. W. T. PEPPER 
Introduction 
Income Taxation was introduced in the States of Malaya (then Federation of Malaya) 

and Singapore in 1948 and a little later in Sabah and Sarawak. Singapore, Sabah, and 
Sarawak joined the 1 I states of the Federation of Malaya to form the 4-state federation 
known as “Malaysia” on I 5th September, 1963. Various steps have been taken since that 
'date towards integrating the 4 income tax systems, the most important of which were the v 

1965.Budget proposals introduced by the Hon’ble Minister of Finance, Mr. Tan Siew 
Sin, ].P., on 25th November, 1964. _ 

2 Included in these Budget proposals was a reference to the Malaysian Government’s 
intention to introduce a single Pioneer Industries (Relief from Tax) Bill to replace the 
4 existing enactments—this is referred to in more detail below. In addition, corporate 
taxation in the 4 regions was largely harmonised and a major step was taken towards 

' the harmonisation of personal taxation. Ultimately, a single Income Tax law will replace 
the 4 regional Income Tax laws but this will be a major drafting operation and no 
precise date has yet been fixed for its completion. . 

3 Malaysia has an orthodox income tax system on the “unitary” principle whereby all 
types of income are aggregated for the purpose of computing the income tax liability. 
Individual taxpayers a're entitled to deductions for earned income relief (Malaya and 
Singapore) and personal reliefs for self, wife, children and for provident fund contribu- 
tions and life assurance premiums. Donations to approved charitable institutions are 
deductible for income tax purposes and there is an allowance for wife’s earnings where the 
wife has business or employment income.

V 

4 Sarawak, prior to the 1965 Budget, had a schedular system of taxation under which 
different types of income were taxed at different ratés of tax and personal reliefs were 
allowed as deductions only in computing income tax on employment income. 

5 When Sabah and Sarawak joined the Malaysian federation they were given an under- 
taking that their tax levels would only be raised to those existing in the States of Malaya 
in graduated steps. This pledge has been honoured in that no changes were made in the 
1964 Budget and those in the 1965 Budget were merely a stage in the harmonisation 
process. These proposals have incidentally been set out in a Government White Piper ori 
“Tax Changes Within Malaysia” which has been reprinted and made available to the 
public.1 ' 

I 

.

‘ 

Rate; of T ax 
6 The tax on corporate incomes is 40%2 but this tax is in effect regarded as a prepay- 

ment by the shareholder when the income of a Malaysian corporation is distributed as 

I Obtainable from the Government Printer, Kuala Lampur, Malaysia. (50 cents Malaysian currency = 
17 cents US.) 

' '

‘ 

2 Tin mining concerns are to pay additional tax during 1965 the details of which have not yet been 
finally settled. The tax will not apply to concerns working marginal or low—grade deposits. 
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dividends. 3 Dividends are normally expressed as a‘ certain gross figure less tax at 40% but 
the tax paid By the corporation on its income is available tp cover the tax deductible 
from the dividends. ' 

l

, 

7 The shareholder is assessed3 to income tax on the gross Malaysian dividends and the 
40% tax relating to the dividend is fully allowed as a deduction from the tax payable on 
his total income. 

7 8 Personal income tax rates range from 6% to 50% throughout -Malaysia but in 
Sabah and Sarawak the personal reliefs are somewhat higher than in Malaya and Singa— 
pore and the tax on the first $50,000 of chargeable income is abated by 40%. Further 
information on personal taxation in Malaysia may be obtained from the booklet “Personal ' 

Income Tax in the Federation of Malaya,,4 which will in due cburse be expanded to 
_ cover Malaysia as a whole under the revised title “Personal Income Tax in Malaysia”. 
I 9 More detailed information about company taxation in Malaysia Will be obtainable 
from a booklet to be published shortly.5 ‘ 

T be Taxation of. Foreign C orporaz‘iom , 

10 There is no basis difference between the treatment of foreign and domestic 
corporations6 except in the matter of dividend taxation (referred to below) which is 
affected by the territorial locus of the dividend. 

II The Malaysian Inland Revenue Department has an agent7 in London, England, 
authorised to compute and assess income tax-liabilities of corporations and other tax- 
payers resident overseas Who wish to have their tax affairs dealt with in London. This 
facility is used by some; of the corporations operating wholly or mainly in Malaysia which 
have their residences in the United Kingdom. ' 

Non-remidmt corporation; 
12 A non—resident corporation is liable to Malaysian income tax only on the income it 

derives from Malaysia. There is no Malaysian tax payable on the dividends such a 
corporation declares out of income which has been subjected to Malaysian tax (except 
where the dividends are remitted to Malaysia—see paragraph 1 3). Such dividends 
represent foreign income and tax has already been paid at 40% on the Malaysian profits 
from which the dividends are paid.

. 

I3 Where a non—resident corporation pays dividends out of Malaysian income to 
residents of Malaysia which are received by them in Malaysia, these dividends are taxable 
on the recipient, subject in certain circumstances to an allowance to the shareholders for 
the tax effectively borne (see paragraphs 27—28). 

5 This applies to Malaya, Singapore and Sabah. Sarawak presently has no tax on dividends which in 
\ effect are regarded as fully taxed at source but no relief or refund is due to the shareholder. 
4 Government Printer, Kuala Lumpur. 
5 ‘Company Taxation in Malaysia’ Government Printer, Kuala Lumpur. 
6 The word ‘corporation’ is used in this article for all corporate enterprises to avoid confusion. The 
word ‘company’ is however used in Malaysian legislation.

1 

7 The Overseas Territories Income Tax Office, 26, Grosvenor Gardens, London, S.W.I ., ENGLAND. 
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14 The same rate of tax, the same rules regarding incéme tax retur'ns‘and payment of 
tax, and regarding the computation of income for tax purposes apply to non-resident 
corporations in exactly the same way as to resident corporations. ' 

15 Where a non-resident corporation carries on trade through a branch‘or agent in 
Malaysia, the profits allocated to the Malaysian business exclude any profits which are not 
directly attributable to the operations carried on in Malaysia. 

16 In determining the profits of a branch or “permanent establishment”, executive 
and general administration expenses reasonably allocable to the establishmentare deduct— 
ed, Whether incurred in Malaysia or not, on normal income tax principles. This principle 
is formally confirméd in Double Taxation Agreements made by Malaysia withfiother 
countries. _

' 

17 The U.S.A. and Federal Germany have entered into formal investment guarantee 
agreements with the States of Malaya but no such formal arrangements have been made 
with other countries such as the United Kingdom, France, Holland, Japan, Denmark, 
Sweden and Norway which have had considerable business interests in Malaya for many 
years. The position regarding overseas remittances of income and capital is referred to in 
paragraphs 58-62. 

. I 8 References to non-resident corporations are to those which have their control and 
management abroad. The statutory definition in Malaysian income tax law of a resident 
corporation is one of which the control and management are in Malaysia, regardless of 
where the corporation was incorporated or registered.

Y 

I 9 Where a non-resident corporation trades in Malaysia through a branch the position 
is as indicated above. Where however a non—resident corporation sets up a subsidiary 
corporation which is resident in Malaysia the subsidiary corporation is treated in exactly 
the same as any other resident corporation (see paragraphs 21 et seq.). 

I flier-corporate dividendx ‘ 

20 There is no additional income tax on dividends passing from one corporation to 
another even when the paying corporation is a resident subsidiary of a non-resident

' 

corporation. There is in fact no additional tax on dividends paid by resident corporations 
to any nonfrcsident shareholder—Malaysia has no With—holding or coupon taxes in 

' 

respect of such dividends.
‘ 

Taxation ofdamextz‘c torporaz‘z'om 
21 Domestic, Le. resident, corporations in the States of Malaya and Singapore are 

assessable on all income accruing in or derived from Malaysia and on foreign income to
I 

the extent that it is remitted to Malaysia. Domestic corporations in Sabah or’ Sarawak are 
assessed on their world income from any trade or business controlled or managed in 
Sabah or Sarawak respectively. 

22 The computation of income tax profits in the case of a domestic corporation is 
made in the same way as the computations of profits of non-corporate businesses. In 
Malaysia such computations are made on the orthodox lines that generally accepted 
internationally. Profits taxed are those earned in the basis period as calculated on normal 
accountancy, principles. 
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25 Allowances are made for bad debts finally written off and for reasonable reserves 
against specific doubtful debts.

‘ 

24 Capital expenditure is not deductible in arriving at income tax profits but there is 
a series of percentage allowances for many types of capital expenditure, for example, on 
factories and machinery, and for expenditure on mines and plantations, which are 
referred to in paragraphs 3 5-40. 

25 Trading stoeks or inventories are normally valued at cost or at market value 
whichever is the lower. 

26 Industrial royalties payable by domestic corporations to patentholders overseas 
are taxable but where a Double Taxation treaty is made With the country of residence of 
the patent-holder exemption from Malaysian income tax is normally given. Correspond— 
ing full or partial tax-sparing is sought in the other country so as to enhance the value of 
the tax incentive given for the use of new industrial processes in developing industry in 
Malaysia. 

' ' 

Relief for foreign taxpaz'a’ 
27 Where the income of a domestic corporation from abroad is taxable in Malaysia and 

has already been taxed in the country of origin, relief may be due for the foreign tax paid. 
Where the country of origin is one with which Malaysia has a Double Taxation treaty, a 
credit for the foreign tax will be given. Where the country of origin is a member of ,the 
British Commonwealth of nations, a credit of approximately half the foreign tax is at 
present due provided the country in question has reciprocal relieving provisions in its 
own tax legislation. 

28 Where neither of these types of relief is due the foreign taxis effectively allowed as 
a deduction Where the foreign income is assessed on the remittance basis because the 
amount available for remittance is of course reduced by the tax payable in the country of 
orlgmu 

Bank of AJsemmem‘ . 

29 The basis of assessment adopted in Malaysia is favourable to newly formed 
corporations. In Sabah and Sarawak, a corporation is taxed on its income of the preceding 
year so that there is in effect a time lag between the accrual of income and the date that 
tax' liability becomes due upon that income. \ 

30 In the States of Malaya and Singapore, tax liability runs concurrently with the 
existence of the source of income. When a corporatipn commences business the tax for 
the period from the date of commencement to the 315t December in the same year is 
based on the actual profits of that period. The tax for the 2nd assessment year (the 
assessment year coincides with the calendar year) is based on the profits for the first 12 
mon_ths’ trading. 

31 For the 3rd and subsequent years the tax liability is calculated on the profits of the 
preceding calendar year or the accounting year ended within that year. 

32 In the year of cessation the tax is calculated on the actual profits from Ist January to 
the date of cessation and in the penultimate year the Tax Department will increase the 
existing assessment to the actual profits of the calendar year if these are grater than the 
assessment. 
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3 5 The corporation may, if the actual profits for the 2nd and 5rd assessment years are 
"less than the assessments for those years (because for example of an exceptionally success— 
ful first year’s trading), opt to be assessed for those years on the actual profits. 

3'4 Normally of course the profits for the first year or two are at a lower level than 
those achieved in later years and in such cases‘the basis of assessment adopted whereby 
the lower profits form the basis for more than one year of assessment is very favourable 
to the corporation.

' 

Deprm'atz'on 

35 Allowances in respect of capital expenditure incurred :— 
(a) in providing faqtories, machinery and vehicles; . 

(b) in prospecting for and gaining access to minerals and providing the structures, 
works and plant for extracting them; 
(c) in Clearing jungle for plantations and planting the cultivated area; _ 

are provided under various provisions which are common (with local variations) to_ all 
4 regions of Malaysia. _

‘ 

36 In general the relief given is on the “100%” basis, i.e. the total allowances due over 
the life of the asset are equivalent to the total cash “loss”, represented by the difference 
between the purchase price and the final scrap or sale price. 

37 “Initial allowances 
’ are given in the first year in respect of building and machinery, 

in addition to the annual allowances! which represent the actual depreciation in value. 
through use. 

38 Where an asset is sold for a price below the figure representing cost price less all 
depreciation allowances due to the date of sale a “balancing” allowance is given so that \ 

the‘ total depreciation coincides with the net cash loss. Where the sale price is higher than 
the value as written down by allowances the matter is ‘adjusted by a balancing charge t0' 
achieve the same balance between total net allowances and the cash loss. 

Mining; depletion alloy/mice; etc. ‘
_ 

39 Depletion allowances in respect of capital expenditure incurred in connection with 
the mining operations are granted in all regions of Malaysia and these allowances extend 
in Malaya and Singapore to expenditure on acquiring mineral rights. The general rule, 
however, throughout Malaysia is that minerals are owned by the State Goyernments and 
are made available for exploitation under mining leases. Allowances are made for the 
annual rentalsvpayable under a lease and for the royalties on “tribute” payable when 
mineral rights are sub-let. 

40 Should prospecting operations prove abortive the cost of the operations is Wholly 
deductible against dther taxation income.

' 

Dividendn domem'c corporatiom: taxpoxition 
41 When paying a dividend a domestic corporation normally deducts income tax at 

40%. The tax deducted i_s accounted for by the tax charged On the corporation’s income.‘ 
No further payment by the corporation is required in respect of tax deducted from divi— 
dends unless the total of the tax paid on its income in the current and in previous years 
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(less the tax relative to previous dividend payments) is less than the current dividend tax. 
42 The resident shareholder is taxable on the gross dividend received but receives a 

credit8 at the rate of 40%, representing the tax paid by the corporation on its income. 
Where the shareholder is not chargeable at the highest personal rate of tax (now 50%) 
the effect of this treatment is that no taxis due from him on his dividends where his top 
rate is 40%. Where his top rate is below 40% recgipt of Malaysian corporate dividends 
results in a reduction of the tax payable on other income, or a refund, because the 40% 
tax credit due on the dividends exceeds the marginal rate of tax. 

T ax Incentive: for fareégr; inpextmmt 
43 Each of the '4 regions of Malaysia has its own income tax incentive legislation (see 

paragraphs 45-5 3). Requests for tariff protection, Where this is claimed as necessary to 
shield an infant industry, are considered by 3 Tariff Advisory Board. 

44 It has been decided to establish a common market for Malaysia as a whole and 
consideration is at present being given to the first list of items which it is proposed should 
have common market treatment. Meantime, the islands of Penang (in the States of 
Malaya), Singdpore, and Labuan (in Sabah) have free port status. 

45 Income tax exemption for pioneer enterprises takes the form of a tax holiday9 for 
2, 3, 4, or 5 years according to the amount of expenditure incurred on factory and ma- 
chinery. These provisions will be applied uniformly to the States of Malaya, Singapore 
and Sabah by the Pioneer Industries (Relief from Tax) (Variation) Act, 1965, the Bill 
for which was introduced into the Malaysian Parliament in March I 965 . This enactment 
also given powers to make an Order replacing the existing Sarawak legislation by a law 
on the lines of those in the rest of Malaysia. 

46 The table of expenditure limits10 for pioneer tax exemptionis :— 
Capital Expenditure on factory and machinery Tax holiday period 
Up to $ 250,000 » 2 years 
Exceeding $ 250,000 3 ,, 

Exceeding $ 500,000 4 ,, 

Exceeding $1,000,000 5 ,, 

47 As an alternative to tax holiday exemption it is intended to introduce at a later stage 
a system of enhanced capital allowances. In cases where the maximum 161i of this kind 
is due the enterprise will be able, for income tax purposes to write off its expenditure on 
factory and machinery at 20% per year over a period of 5 years. ‘ 

A pplz'mtz‘om for pioneer .rtatu: 
I V 

48 The normal procedure is for the Malaysian Government to publish lists of pioneer 
products which it would like to have manufactured in Malaysia. The Government may 
either take the initiative itself or may accept the recommendation of an applicant in giving 
a particular product pioneer status. 

8 This is the case in Malaya, Singapore and Sabah. In Sarawak dividends are not taxed and do not give 
rise to a téx credit to the shareholder. 
9 The manner of computing profits during the tax holiday period and the implications regarding 
dividends are dealt with in subsequent paragraphs. 
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49 The second stage is to consider applications} for pioneer certificates from particular 
applicants proposing to commence manufacture of the pioneer products. 

5'0 A very large number of pioneer industries have in fact been set up in Malaysia in 
the few years since the existing Pioneer legislation become effective, representing corpor- 
ate capital of approximately $1,Qoo millions11 emanating from the United Kihgdom, 

/ 

Japan, the _U.S.A., Denmark, Sweden, Norway, Hongkong, Taiwan and other countries. 

Computation of pionee} profit: 
51 During the‘tax holiday period the profits of a pioneer company are computed 

Without any deduction for depreciation of factory or machinery. The whole of the capital 
expenditure on qualifying assets is regarded as incurred on the day after the end of the 
fax holiday period. The effects of these provisions are :— 
(i) the profits of the tax holiday period; which are exempt from tax, are maximised; 
(ii) exceptionally generous income tax treatment is given to the taxation of the com— 

pany’s profits after the end of the tax holiday period by deemingall qualifying 
capital expenditure incurred in the tax relief period as fully available for ca'pital 

> 
allowances which are thus wholly deducted from the taxable profits; 

(iii) the significance of the maximisation of exempt pioneer profits is that these profits 
‘ 

are carried to a separate account. Dividends paid from that iccount, Whether paid in‘ 
the tax holiday period or at any time thereafter, are exempt from Malaysian income tax. 

IO The equivalent expenditures in other currencies are :-—— 
Tax Exemp/z'on Periadx: ,Qualzfying Fixed 

Expenditure on factory and machinery in flariom‘ turrentie: 

Tax German 
egemption Malayan U . S. , Dutch French Deutsch Swedish 
period dollars dollars Sterling guilders francs marks ktoner 

2 years — — — — -— — — 
sycars 

V 
250,000 83,353 30,000 291,250 400,000 321,875 416,875 

4years 500,000 166,666 60,000 582,500 800,000 643,750 
1 
853,750 . 

5 years 1,000,000 353,333 120,000 1,165,000 1,600,000 1,287,500 1,667,500 

. , Tax _ ‘ 

I ‘ 

exemption Yen ’ 

Swiss Danish Norwegian Italian 
period (Japan) francs kroner 

U 
kroner lite 

2 years — — — - — — 
ayears V 30 million 350,000 560,625 580,000 50,635,000 
4years 60 million 700,000 1,121,250 1,160,000 101,270,000 
sycars 120 million ' 1,400,000 2,242,500 2,320,000 202,540,000 

Note: Figures in foreign currencies are approximate. / 

I f Authorised capital of all pioneer corporations '$1,ooo,ooo,ooo of which approximately $500,000,000 
has been issued. '

I 
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T ax—spariizg Relief in I Mamie/2t C 0mm} 
52 In order to make the “pioneer” tax exemption granted in Malaysia effective, as far 

as non—resident investors are concerned, Malaysia, when negotiating Double Taxation 
treaties, endeavours as far as possible to obtain tax—sparing relief in the other negotiating 
country corresponding to the exemption granted in Malaysia. In a number of cases Where 
complete or substantial agreement has been obtained with other countries for treaties not 
'yet promulgated, tax—sparing arrangements form part of the agreement. 

55 In cases where no tax-sparing arrangements yet exist and in certain other types of 
case, it may be more beneficial if the proposed alternative, of enhaficed capital allowances 
applies. In that event capital allowances at enhanced rates will be deducted each year 
during the tax relief period and any surplus of allowances over the profits of that period 
will be available to set against the taxable profits of subsequent periods. 

Regixtmz‘ion, Zz'wmz'ng, etc.
_ 

54 Apart from registration under the appropriate Companies Ordinance, there are 
few pre—requisites to the doing of business by corporations in Malaysia. At present there 
is separate corporate legislation (based on U.K. Company Law) in each of the 4 regions 
of Malaysia but the drafting of a single Malaysian law to replace the old legislation has 
reached an advanced stage. - 

55 Business is done in Malaysia both by locally registered corporations, and b 
branches of foreign corporations12 but the increasing tendency is to form a Malaysian 
subsidiary corporation and this is the normal procedure Where pioneer exemption is 
sought. ,

’ 

56 Statutory requirements for corporations include the usual duties to keep proper 
books of account, to appoint qualified auditors render annual returns, prepare accounts 
and balance sheets and hold an annual general meeting of shareholders. 

Trade Mar/ac, Patents etc. 
57 A registration system is in force to protectAtrade marks which are duly registered 

and gazetted, and patents, industrial designs, and copyrights are also protected. 

Remiz’tzmre: of profiz‘x, mpita/ eta 
58 There are no restrictions on transfers of income or capital between Malaysia and 

other countries in the Sterling Area. As regards transfers outside the Sterling Area the 
position is described in the‘ following paragraphs. 

'
' 

59 Remittances to persons resident outside the Sterling Area of dividends, interest, 
. and agreed profits on all bona fide investments are subject to exchange control approval, 
which, normally, is given freely. 

60 The repatriation to any country of direct investments in new industrial and 
development projects that have been granted pioneer status is not restricted. The 
repatriation outside the Sterling Area of other investments, such as private portfolio 
investments, is subject to exchange control approval. 

12 These branches have to be registered under the respective Companies Ordinances. There were 1244 
such branches in the States of Malaya alone during 1964. 
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\ Ot/Jer foreign excbange z‘mman‘iom: camertz’bz'lz‘g‘y of foreign excbange etc. 
61 The accounts of non-residents of the Sterling Area are designated External 

Accounts. In this category would fall tfiose who normally reside and are in-Malaysia for 
a’limited time for business or tourism. Funds standing to the credit of an External 
Account are freely convertible into any foreign cfirrency. 

62 Most imports are on “open general licence” (Which means in practice no licefice is 
needed) but some are on specific licences—this applies mainly by point of origin (for 
example South Africa and Iron Curtain countries). Where a licence is granted foreign 
exchange is made available to effect the purchase. 

Stock E xc/yange, C ompaiyl flotation: etc. 
63 There is a well organised Stock Exchange with branches in the large towns which 

deals both in local and foreign shares. The techniques of raising capital by making 
public share issues, by offering shares for tender, ahd by placements with brokers are all 
in use. There are local share registers for shares in a number of overseas companies the 
local registrars usually being the Malaysian branches of international firms of highly 
reputable chartered accountants. 

Labour etc.
V 

64 There are qkmen’s Compensation Ordinances providing for payments to 
- workmen who sustain injury at work and in the States of Malaya and Singapore there are 
Government provident funds in respect of which, broadly speaking, both employer 
and employee contribute 5% of the employee’s pay for lower—paid employees in the 
under M $500 per month group. In addition a payroll tax of 20/0 of payroll tax is payable 
from 1965 and will be extended to Sabah and Sarawak in 1966. , 

65 The standard of education of the population is high and Government has establish— 
ed apprenticeship schemes and provided technical colleges and univerisites to develop 
the higher skills. The mobility of labour has been encouraged by the introduction_ of 
Government employment exchanges so as to enable employers with vacancies and 
employees seeking work to make contact. '

' 

Communication: 
66 Communications by air, rail, road, and sea are well developed, the road network 

being among thg best in Asia. Posts and telecommunications are also efficient by inter- 
national standards and offer good services both internally and abroad. Radio is well 
established throughout Malaysia and television has recently been introduced in Malaya 
and Singapore. Advertising media include radio and television and the newspapers which 
are published in the national language, the English language and the main vernacular 
languages. ~ 
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WORLD TAX REVIEW 

INDIA 
TAX NEWS 

FINANCE BILL, I 965 
INDIRECT TAXEs* 

Exam}: 
Excise duty on footwear, cycle parts, 

cycle tyres and tubes, printing and writing 
paper used in the publication bf registered 
dailies including their weekly issues to be 
removed. ' 

Effective rates of fabfic duty on price 
controlled varieties of grey as well as 
processed coarse and medium cloth are 
to be reduced by 50 per cent. 
Duty on vegetable products to be 

reduced by 50 per cent. 
Cheaper type of printing and writing 

paper and certain other qualities of typing 
manifold paper to be reduced by 30 per 
cent. 
Duty on rayon yard of ' 

coarser and 
industrial deniers, cellulosic stable fibre to 
be reduced and marginal reduction of duty 
on staple fibre yarn. 

Duties on a few other items such silk 
fabrics, gramphones, cigars, silver are also 
to be removed. These reductions will 
mean a loss of revenue of Rs. 29.5 crores. 
If these reductions of duty on articles of 
common consumption are not passed on 
to the consumer, the duty will be re— 
imposed in the course of the year. 

Certain technical adjustments are being 

* Direct taxes: sec Bulletin april issue 196 

made in excise duties mainly in respect of 
cigarettes and tyres. 
The duty on copper and copper alloys 

in crude form will be raised from Rs. 500 
to Rs. 1,000 per tonne and on circles and 
sheets etc. from Rs. 500 to Rs. 1,500 per 
tonne. 

The_ duty on steel ingots, plates and 
rails and sleeper bars will be raised by Rs. 
10 per tonne, on semi—finished products 
and bars, rods and structurals by Rs. 15 
per tonne, on black sheets and hoops by ‘ 

Rs. 40 per tonne, on seklp by Rs. 50 per 
tonne, on strips by Rs. 90 per ton and on 
galvanised plates and sheets by Rs. 100 per 
tonne. The effective duty on tin plates and 
tinned sheets are to be raised from Rs. I 65 
to Rs. 2235 per tonne. The increase of duty 
on this group will yield an additional 
revenue of Rs. I 5.75 crores.

I 

s‘oim: 
The regulatory custom duty of 10 per 

cent of the value of imported goods 
imposed recently will continue. **) The 
import duty on stainless steel plates and 
sheets will be raised from 50 per cent. to 
100 per cent. ad valorem and the duty on 
steel tifi plates from Rs. 100 per tonne plus 

** Sec TAX NEWS SERVICE, part II Non-Europa, 1 2 (196 5). 
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5 per cent. to Rs. 325 per tonne continuing 
the present preference of Rs. 20 per tonne 
where it is applicable. 
The duty on non-cellulosic art silk yarn 

and thread will be raised from Rs. 7.5 
per kilogram or 55 per cent. Whichever is 
higher to Rs. 10,25 per kilogram or 75 per 
cent. Whichever is higher. 
The duty on paints, colours and~pain— 

ters’ materials not otherwise specified is to 
be raised from 60 per cent. to 75 per cent, 
on sodium hydrosulphite from 40 per cent. 

fumery not otherwise specified, from 75 
per cent. to 100 per cent, and on paper 
not otherwise specified but excluding 
newsprint and printing and writing paper 
from 50 per cent. to 75 per cent. 
The statutory import duty; on raw 

cotton will be raised to 50 paise per kilo- 
gram. The total additional revenue from 
customs will be Rs. 14.5 crores. The net 
effect including customs and excise, will 
be a small increase in revenue of Rs. 1.5 

crores in 1965—66. 
reported K. C. Klmmm to 100 per cent, on essential oils and per— 

U. S. A. 

DOCUMENTS 

BILL H.R. 5916. TO REMOVE TAX BARRIERS TO 
FOREIGN INVESTMENT* 

EXPLANATION BY THE DEPARTMENT OF THE TREASURY 

Introduction: 
In his balance of payments message of February 10, 1965, the President proposed a 

series of measures designed to reinforce the program to correct the balance of payments 
deficit of .the United States. Among the proposals made by the President is one to remove 
the tax deterrents to foreign investment in U.S. corporate securities so as to improve our 
balance of payments by encouraging an increase in such investment. The recommended 
legislation described herein would effectuate this proposal. 
The review of the tax treatment of nonresident foreigners and-foreign corporations 

investing in the United States resulting in these legislative recommendations was prompt- 
ed in large measure by the report of the Task Force on Promoting Increased Foreign 
Investment in U.S. Corporate Securities. This Task Force, which was headed by the then 
Under Sacretary of the Treasury, Henry H. Fowler, was directed, among other things, 
to review U.S. Government and private activities which adversely affect foreign purchases 
of the securities of U.S. private companies. In its report, the Task Force'made 39 re— 
commendations designed to help the United States reduce its balance of payments deficit 
and defend its gold reserves. Among these were several directed at, changing the tax 
treatment of foreign investors so as “to remove a number of elements in our tax structure 
which unnecessarily complicate and inhibit investment in U.S. corporate securities With— 
out generating material tax revenues.” The Task Force report cautioned, however, that 

* Compare Bulletin april issue 196 5 , I64. 
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its tax recommendations were not intended to turn the United States into a tax haven, nor 
to drain funds from developing countries. 
The legislation being requested deals with all of the \tax areas discussed in the Task 

Force report, although in certain instances the action suggested differs from the proposals 
made by the Task Force. Furthermore, the draft bill contains recommendations in areas 
not mentioned in the Task Force report which deal with problems which came to light 
in the Treasury Department’s study of the present system of taxing nonresident foreign— 
ers and foreign corporations. It should be emphasized that the recommendations em- 
bodied in the proposed legislation were considered not only from the Viewpoint of 
their impact on the balance of payments, but‘also to ensure that they contributed to a 
rational and consistent program for the-taxation of foreign individuals and foreign cor- 
porations. Thus, all legislative suggestions made herein are justifiable on conventional 
tax policy grounds. 

It is estimated that the adoption of these proposals would result in a net revenue loss 
on an annual basis of less than $5 million. 

Foreign purchases of US. stocks constitute the largest single source of long—term 
capital inflow into the United States, with even greater potential for the future. Net 
purchases have averaged $190 million a year between 1956 and 1963, While the outstand- 
ing value of foreign—held stocks has risen from $6.1 billion to $12.5 billion during this 
period. It is extremely difficult to measure the precise impact of this proposed legislation 
on our balance of payments because of the various factors affecting the level of foreign 
investment in the United States. It is anticipated that, when combined with an expanding - 

US. economy, the proposed legislation Will result over the years in a significant increase 
in such investment. 
Most provisions of the draft bill are proposed to become effective to taxable years 

beginning after December 51, I965 . However, those provisions which provide a revised 
estate tax treatment for the estates of foreigners are made applicable to the estates of 
decedents dying after the date of the enactment of the proposed legislation. In addition, 
those special provisions applicable to US. citizens who have surrendered their United 
States citizenship are made applicable if the surrender occurred after March 8, 1965. 

Specific recommendations: 
The following paragraphs describe the specific changes in the Internal Revenue Code 

of 1954 which are proposed. For this purpose the technical language of the Internal 
Revenue Code has been used, e.g., foreigners are described by the technical term “alien.” 

1 G RA DUATED mamas—Eliminate the taxation at graduated rates of US source 
income of nonresident alien individuals not doing business in the United States. 

Under present law, nonresident aliens deriving more than $ 21,200 of income from US. 
sources are subject to regular U.S. graduated rates and are required to file returns. How- 
éver, graduated rates on investment income already are eliminated by treaty in the (use of 
almost all industrial countries, except Where a taxpayer is doing business in the United 
States and has a permanent establishment here. Only a Very small amount of revenue is 
collected from graduated rates at present. For example, for 1962 graduated rates resulted 
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in the collection 'of $746,745 above the taxes already withhéld. Although graduated rates
‘ 

are rarely applicable they complicate our tax law and tend to frighten and confuse foreign 
investors. 

I

- 

Thus, graduated ratés, Whether applied to investment income or such types of income 
as pensions, annuities, alimony and the like, serve no clearly defined purpose, deter 
foreign investment, and should be eliminated. The elimination of graduated rates will 
limit the liability of nonresident aliens not engaged in trade or business to taxes With— 
held, and Where the alien is not engaged in trade or business here no return need be made. 
(However, graduated'rates would be retained for the U.S. business income of nonresident 
aliens engaged in trade or business here.) 

2 SEGREGATION OF INVESTMENT AND BUSINESS INCOME AND RELATED 
MATTE R s.—Provide that (a) nonresident alien individuals engaged in trade or business 
in the United States be taxed on investment (non—business) income at the 50 percent 
statutory Withholding rate, or applicable treaty rate, rather than at graduated rates; (b) 
foreign corporations engaged in business in the United States be denied the 85 percent 
dividends received deduction and be exempt from tax on their capital gains from 
investments in U.S. stocks; (c) nonresident alien individuals and foreign corporations 
not be deemed engaged in trade or business in the United States because of investment 
activity in the United States or because they have granted a discretionary power to a 
U.S. banker, broker, 01: adviser; and (d) nonresident alien individuals and foreign 
Corporations be given an election to compute in come from real property and mineral 
royalties on a net income basis_and be taxed at graduated rates on such income as if 
engaged in trade or business in the United States. 

\. Segregatioh 0fBuJineu and I mzen‘mem‘ I meme. \ 

_ 

Under present Law, if a nonresident alien is engaged in trade or business Within the 
United States, he is subject to tax on all his U.S. income (including capital gains), even 
though some of the income is not derived from the conduct of the trade or business, at 
the same rates as U.S. citizens. 
A nonresident alien individual engaged in trade or business in the United States 

should be subject to taxation on his investment income on the same basis as a nonresident 
alien not so engaged. Thus. his investment income would be taxed at the 50 percent sta- 
tutory rate or applicable treaty rate, rather than at graduated rates. For the purpose of 
determining-the applicability of treaty rates the alien will be deemed not 'to have a 
permanent establishment in this country. All business income should remain subject to 
tax at graduated rates, but the rates on business income would be computed without 
regard to the amount of investment income.

' 

This change conforms to the trend in international treaty negotiations to separate in- 
vestment incomxe from business income. Whether a taxpayer is helped or harmed by 
segregating his investment from his business income, separate treatment is proper and 
equitable. Investment decisions may be made on the same basis Whether or not thé alien 
is engaged in businéss here, since income arising from inirestments here will not be subject 
to taxation at graduated rates in either event. 

\

‘ 
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Moreover, a nonresident alien individual engaged in trade or business here should, not 
be taxed'on capital gains realized in the United States which are unrelated to the business 
activity carried on by him in this country, except Where he would be subject to tax on 
those gains under the rules pertaining to nonresident aliens generally.

‘ 

T ax Treatment of Income from U .S . Stork Investmentx by Forezgfl C orporaz‘z‘om. 
Under present law all the activities of a corporation are treated as part of its trade or 

business. Thus, for example, all its expenses are treated as deductible as business ex— 
penses. Accordingly, it would be inappropriate to segregate a foreign corporation’s 
U .8. “investment” income from its U.S. “business” income. However, there is one 
abuse in this area which should be eliminated. Frequently, a foreign corporation with 
stock investments in the United States engages in trade or business here in some minor 
way (such as by owning a few parcels of real estate) and then claims the 85 percent divi- 
dends received deduction on its stock investments in the United States. Such a corpora- 
tion thereby may pay far less than the 30 percent statutory or treaty withholding rate on 
its U.S. dividend income, although its position is essentially the same as that of a foreign 
corporation doing business elsewhere which has United States investment income. 
To eliminate this abuse and treat all foreign corporations with investments in U.S. 

stocks alike, the 85 percent dividends received deduction should be denied to foreign 
corporations doing business here. Their income from stock investments would be made 
subject to the 50 percent statutory withholding rate, or any lesser treaty rate applicable to 
such income, rather than regular U.S. corporate rates. For the purpose of determining 
whether the treaty rates on dividend income apply, a foreign corporation will be deemed 
not to haVC a permanent establishment in this country. To fully equate the tax treatment 
of stock investments of foreign corporations doing business in the U.S. with that of 
foreign corporations not doing business here, such corporations are exempted from 
the U.S. tax on capital gains realized on their U.S. stock investments. 

Definition of “Engaged in T rude or Businen.” 
Present law provides that the term “engaged in trade or business” does not include the 

effecting, through a resident broker, commission agent, or custodian, of transactions in 
the United States in stocks, securities, or commodities._There is some confusion as to 
whether the amount of activity in an investment account, or the granting of a dis- 
cretionary power to a U.S. banker, broker, or adviser, will place a nonresident alien 
outside of this exception for security transactions so that he is engaged in trade or 
business in the United States. This uncertainty may deter investment in the United States 
and is undesirable as a matter of tax policy. 
The fact that a discretionary power of investment has been given to a U.S. broker or 

banker does not really bear a relation to the foreigner’s ability to carry out transactions in 
the U.S.—the discretionary power is merely a more efficient method of operating rather 
than having the investor consulted on every investment decision and frequently is merely 
a safeguard to protect him in case of world turmoil. Nor, Where the alien is an investor, is 
the volume of transactions material in determining Whether he is engaged in trade or 
business. 
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Accordingly, the proposed legislation makes clear that individuals or corporations are 
not engaged in trade or business because of investment activity in the United States or 
because they have granted a discretionary investment power to a U.S. banker, broker, or 
adviser. No legislative change is necessary to provide that the volume of transactions is 
not material in determining Whether an investor is engaged in trade or business in the 
United States as this is the rule under present law. 

Real Extate Imam: and Mineral qa/tz'e: 1 

Under present law it is not clear Whether a nonresident alien (or foreign corporation) is 
engaged in trade or business in the United States by reason of the mere ownership of 
unimproved real property or real property subject to a strict net lease, or by reason of an 
agent’s activities in connection with the selection of real estate investments in the United 
States. 

' 
,

‘ 

If because of such activity a nonresident alien is considered as not engaged in trade or 
‘ business he becomes subject to Withholding tax on his gross rents. Since the consequent 
tax could exceed his net income, the taxation on a gross ba_sis_ of income from real 
property should not be continued Where taxation on a net basis at graduated U.S. rates 
would be more appropriate. 

Therefore, a nonresident alien or foreign corporation should be given an election to 
compute their income from real property (including income from minerals and other 
natural resources) on a net income basis and at regular U.S. rates as if theywcre engaged 
in trade or business in the United States. Such an election is‘comparable to the one now 
appearing in many treaties to which the United States is a party. Such an election would 
not effect the method of taxation applied to his other income. 

3. CAPITAL GAINs.—Eliminate the provision taxing capital gains realized by a 
nonresident alien when he is physically present in the United States, and extend from 
90 to 185 days the period of presence in the United States during the year which 
makes nonresident aliens taxable on all their capital gains. 

The underlying policy of U.S. taxation of nonresident alieh individuals has been to 
exempt capital gains realized from sources in this country. This policy has been proper 
both from a tax policy standpoint and from the viewpoint of our balance of payrhents. 
However, existing law has two limitations: U.S. capital gains realized by a nonresident 
alien while he is physically present in the United States, or realized during a year in which 
he is present in the U.S. for 90 days or more, are subject to a U.S. tax of 30 percent. 
The limitations now contained in our law, especially the physical presence test, contain 

illogical elements and are likely to have a negative impact on foreigners who are Weighing 
the advantages and disadvantages of investing in the United States. The physical presence 
test was added to the law afte'r World War II when many nonresident alien traders were 
frequently present in this country. Since this js no longer true, and moreover, since the 
tax may be readily avoided by passingxtitle to the property outside the United States, the 
provision now serves little purpose. However, it does pose a threat to the foreign investor 
which may deter him from investing in this country and therefore should be- eliminated.

1

I 207



WORLD TAX REVIEW
. 

The limitation gelating to presence in the United States for 90 days or more in a 
particular year should be retained, but the period should be lengthened to 18 3 days. 
This extension will remove a minor deterrent to travel in the United States and help 
mitigate the harsh consequences which may arise under the existing rule if a nonresident 
alien realized capital gains at the beginning of a taxable year during which he later spends ' 

90 days or more in the United States.
' 

4 PERSONAL HOLDING COMPANY AND “SECOND DIVIDEND”. TAXEs.—(a) 
Exempt foreign corporations owned entirely by nonresident alien individuals, 
whether or not doing business in the United States, from the personal holding com— 
pany tax; modify the application of the “second dividend tax” of section 861 (a) 
(2) (B) so that it only applies to the dividends; of foreign corporations doing business 
in the United States Which have over 80 percent U.S. source income. 

Under present law any foreign corporation with U.S. investment income, whether or not 
doing business here, may be a personal holding company unless it is owned entirely by 
nonresident aliens, and unless its gross income from U.S. sources is less than 56 percent 
of its gross income from all sources. ‘ 

The personal holding company tax should not apply to foreign corporations owned 
entirely by_ nonresident aliens. The only reason for applying our personal holding 
company‘ tax to foreign corporations owned by nonresident aliens has been to prevent 
the accumulation of income in holding companies organized to avoid the graduated 
rates. With the elimination of graduated rates as suggested in recommendation 1 (and the 
revision of the second dividend tax, discussed below), U.S. investment income in (the 
hands of foreign corporations will have borne the U.S. taxes properly applicable to it: 

and accumulation of such income will not result in the avoidance of U.S. taxes imposed 
on the company’s shareholders. Hence, there is no longer any reason to continue to 
apply the personal holding company tax to these corporations. ’ 

\With respect to the “second dividend tax,” section 861 (a) (2) (B) now provides that if 
a corporation derives 50 percent or more of its gross income for the preceding 3-year 

‘ period from the United States, its dividends shall be treated as U.S. source income to the 
extent the dividends are attributable to income from the United States. As a résult such 
dividends are subject to U.S. tax when received by a nonresident alien. This tax is often 
referred to as the “second dividend tax.” However, under section 1441 (c) (I) a foreign 
corporation is not required to withhold tax on its dividends unless it is engaged in 
business in the United States and, in addition, more than 85 percent of its gross income is 
derived from U.S. sources. 

It is now proposed to levy this second dividend tax only where the foreign corporation 
does business in the United States, and 80 percent or more of its gross income (other than 
dividends and capital gains on stock) is derived from U.S. sources. Where 2i foreign 
corporation is not doing business in the United States, it will pay U.S. withholding taxes 
on all investment income and other fixed or determinable gains and profits derived from 
the United States, and since that is all the tax its foreign shareholders would owe if they 
received the income directly, no second tax seems warranted. 
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With the adoptioh of the rule that the income from‘the U.S. stock investmentsf of 
foreign corporations doing business‘here be taxed at flat statutory or treaty withholding 
rates, no further U.S. tax should be imposed on such income. Therefore, in applying the 
proposed 80 percent test, such income of the foreign corporation, Whether from U.S. o‘r 
foreign sources, should be disregarded and the test applied only to the corporation’s 
other income. Furthermore, if the 80 percent rule is met, the dividends of such corpora- 
tions should be subject to tax only to the extent that such dividends are from U.S. source 
income other than income from stock investments in the United States.

I 

Withholding requirements should conform to the incidence of tax, and therefore 
withholding should be required on dividends paid by foreign corporations doing business ‘ 

in the United States with 80 percent or. more U.S. source income to the extent such 
dividends are from U.S. source income other than income from stock investments in the 
United States. 
With the adoption of the revisions proposed’in U.S. system Of taxing nonresident 

aliens and foreign corporations, the regulations‘dealing with the accumulated earnings 
V 

tax will be revised to eliminate the application of this tax to‘ foreign corporations not 
doing business in the United States which are owned entirely by nonresident aliens. The 
accumulation of earnings. by such corporations will not result in the avoidance of U.S. 
taxes. However, because of possible avoidance of the revised second dividend tax, the 
accumulated earnings tax will remain applicable to foreign corporations doing business 
here.

' 

5 ESTATE TAX AND RELATED MATTERS.——(a) Increase the $2,000 exemption frorfi 
tax to $30,000 and substitute for regular U.S. estate tax rates a 5-10-15 percent rate 
schedule; (b) providE’that bonds issued by domestic corporations or governmental 
units and held by nonresident aliens are property Within the United States and there- 
fore are’subject to estate tax; and (c) provide that transfers of intangiblé property by a‘ 
nonresident alien engaged in business in the United States are not subject to ‘gift tax. 

It is generally believed that high estate taxes on foreign investors are one of the most 
important deterrents in our tax laws to foreign investment in the United States. Our rates 
in many cases are higher .thén those of other countries and in these situations, despitegax 
conventions and statutory foreign estate tax credits, nonresidents who invest in the 
,United States sufl'er an estate tax burden. Moreover, under present law a nonresident 
alien’s estate must pay heavier estate taxes on its U.S. assets than would the estate of a 
United States citizen owning the same assets. 
To mitigate this deterrent to investment ahd to rationalizgthe estate tax treatment of 

nonresident aliens, the exemption for estates of nonresident‘alien decedents should be 
increased from $2,000 to 15 30,000 and such estates should be subject to tax at the follow— 
ing rates: 
If the taxable estate is: — The tax shall be: 
Not over $100,000 — 5% of the taxable estate 
Over $100,000 but not over $750,000 - $5,000, plus 10% of excess over 

$ 100,000
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Over $750,000 ’ 
‘_ 

V 

— $70,000, plus I 5% of excess over 
" ~ $750,000 

The increase in exemption and reduced rates will bring U.S. effective estate tax rates on 
nonresident aliens to a level somewhat higher than those imposed upon resident estates 
in Switzerland, Germany, France, and the Netherlands, for example, but substantially 
below those imposed on resident estates in the United Kingdom, Canada, and Italy. Thus 
U.S. investment from these latter countries bears no higher estate tax than local in— 
vestment because of foreign tax credits or exemptions provided in such countries. The 
proposed tax treatment of the U.S. estates of nonresident aliens is similar to the treatment 
accorded the estates of nonresidents by Canada, whose rates on the estates of its citizens 
are comparable to our own. Where additional reductions are justified these may be made 
by treaty. » 

These changes should result in more appropriate estate tax treatment of nonresident 
aliens and thereby improve the climate for foreign investment in the U.S. Particularly in 
the case of nonresident alien decedents who have only a small amount of U.S. property in 
their estates, present U.S. rates and the limited exemption provided result in an excessive 
effective rate of estate tax.‘ The proposed changes correct this situation. The new rates 
will produce for nonresident aliens’ estates an effective rate of tax on U.S. assets which in 
many cases is comparable to that applicable to U.S. citizens who may avail themselves 
of the $60,000 exemption and marital deduction (which are not available to nonresident 
aliens). 
‘ The following figures show the effective rates for nonresident aliens under present 
law, and the effective rates produced by the proposed exemption and rates as compared 
to those applicable to the estates of U.S. citizens electing and not: electing the marital 
deduction:

‘ 

U .S. citizen U. S. citizen 
Nonresident Nonresident with‘ without 

U.S. gross alien under alien under marital marital 
estate present law proposed law deduction deduction 

r $ 60,000 12.5 2.0 — — 
100,000 17.3 

' 
» 

3.0 ' —— 3.0 
500,000 25.8 V 7.4 8.0 22.1 

1,000,000 38.8 8.8 - 11.1 26.7 
5,000,000 ’ 43.0 12.6 16.9 42.3 

As part of this revision of the estate tax, the situs rule with respect to bonds should be 
changed. The present rule, very frequently modified by treaty, is that bonds have situ§ 
where they are physically located. This irule is illogical, permits tax avoidance, and is not a 
suitable way to determine Whether bonds are subject to an estate tax as their location is 
one of their least significant characteristics for tax purposes. Other intangible debt 
obligations are presently treated as property Within the United States if issued by or 
enforceable against a domestic corporation or resident of the United States. Accordingly, 
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it is recommended that our law be amended to provide that bonds issued by domestic 
corporations or domestic governmental units and held by nonresident aliens are property 
within the United States and therefore subject to estate tax. 

Furthermore, a present defect in the operation of the credit against the estate tax for 
state death taxes in the case of nonresident aliens should be corrected. Under present law 
the estate of a nonrésident alien may receive the full credit permitted by section 2011 
even though only a portion of the property subject to federal tax was taxed by a state. 
The amount of credit permitted by section 201 I in the case of nonresident aliens should 
be limited to that portion of the credit allowed the estate which is allocable to property 
taxed by both the state and the federal government. ' 

Our gift tax law as it applies to nonresident aliens should be revised. Under present - 

law a nonresident alien doing business in the United States is subject to gift tax on trans- 
fers of U.S. intangible property. This rule has little significance from the standpoint of 
revenue and tax equity. Therefore, our law should be amended to provide that transfers 
of intangible property by a nonresident alien, whether or not engaged in business in the 
United States, are not subject to gift tax. Gifts of tangibles situated in the U.S. which are 
owned by nonresident aliens will continue to be subject to U.S. gift taxes.‘ 

6 EXPATRIATE AMERICAN CITIZENs.—Subject the U.S. sourceincome ofexpatriate 
citizens of the United States to income tax at regular U.S. rates and their U.S. estates 
to estate tax at regular U.S. rates, Where they surrendered their U.S. citizenship Within 
10 years preceding the ,taxable year in quegtion unless the surrender was not tax 
motivated. 

As a result of the proposed elimination of graduated rates, taken together with the 
proposed change in our estate tax as it applies to nonresident aliens, an American citizen 
who gives up his citizenship and moves to a foreign country would be able to very 
substantially reduce his U.S. estate and income tax liabilities. 
While it may be doubted that there are many U.S. citizens who would be willing to 

give up their U.S. citizenship no matter how substantial the tax incentive, a tax incentive 
so great might lead some Americans to surrender their citizenship for the ultimate 
benefit of their families. Thus, it seems desirable, if progressive rates are eliminated for 
nonresident aliens and our estate tax on the estates of nonresident aliens is significantly 
reduced, that steps be taken to limit the tax advantages of alienage for our citizens.

' 

The recommended legislation accomplishes this by providing that a nonresident alien 
who surrendered his U.S. citizenship Within the preceding IO years shall remain subject 
to tax at regular U.S. rates on all income derived from U.S. sources. A similar rule would 
apply for estate tax purposes to the U.S. estates of expatriate citizens of the United States. 
Thus, the-U.S. property owned by expatriates would be taxed at the estate tax rates 
applicable to our citizens (but without the $60,000 exemption, marital deduction and 
other such provisions applicable to our citizens), in cases where the alien decedent’s 
surrender of citizenship took place less than 10 years before the 'day of his death. The 
$50,000 exemption granted nonresident aliens would be allowed to expatriate citizens. 
To prevent an expatriate from avoiding regular U.S. fates on. his U.S. income by 
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transferring his US. property to a foreign corporation, or disposing of it overseas, the 
recommended legislation treats profits from the sale or exchange of US. property by an 
expatriate as being U.S. source income. To preclude the use of a foreign corporation by 
an expatriate to hold his U.S. property and thus avoid U.S. estate taxes at regular U.S. 
rates, an expatriate is treated as owning his pro rata share of the US. property held by 
any foreign corporation in which he alone owns a 10 percent interest and which he, 
together with related parties, controls. Furthermore, the recommended legislation 
makes gifts by expatriates of intangibles situated in the US. subject to gift tax. 

These provisions would be applicable only to expatriates who surrendered their 
citizenship after March 8, 1965, and would not apply if contravened by the provisions of 
a tax convention with a foreign country. Moreover, they would not be applicable if the 
expatriate can establish that the avoidance of US. tax was not a principal reason for his , 

surrender of citizenship.
I 

7 RETAINING TREATY BARGAINING POSITION.—PrOVidc that the President be 
given authority to eliminate with respect to a particular foreign country any liberaliz— 
ing changes which have been enacted, if he finds that the country concerned has not 
acted to provide reciprocal concessions for our citizens after being requested to 
do so by the United States. 

One difficulty which may arise from the Iiberalizing changes being proposed in US. 
tax law is that it may place the United States at a disadvantage in negotiating concessions 
for Americans abroad as respects foreign tax laws. Moreover, the failure to obtain con- 
cessions abroad may have an effect upon our_ revenues since the foreign income and 
estate tax credits we grant our citizens mean that the United States bears a large share of 
the burden of foreign taxation of US. citizsns. To protect the bargaining power of the 
United States the President should therefore be authorized to reapply present law to the 
residents of any foreign country which he finds has not acted (when requested by the 
United States to do so, as in treaty negotiations) to provide for our citizens as respects 
their United States income or estates substantially the same benefits as those enjoyed by 
its citizens as a result of the proposed legislative changes. The provisions reapplied 
would be limited to the area or areas Where oui citizens were disadvantaged. Further— 
more, the provisions reapplied could be partly mitigated, if that were desirable, by 
treaty with the other country. ‘ 

_

' 

It is essential, if we are to revise our system of taxing nonresident aliens as is being 
suggested, that this recommendation be adopted. Otherwise, we risk sacrificing the 
interests of our citiZCns subject to tax abroad and reducing our revenues in an eflott to 
simplify the taxes imposed upon nonresident aliens. 

8 QUARTERLY PAYMENT OF WITHHELD TAXES.——PrOVide that withholding agents 
collecting taxes from amounts paid to nonresident aliens be required to remit Such 
taxes on a quarterly basis. - 

Under the present system, Withholding agents are required to remit taxes withheld on 
aliens during any calendar year on or before March 15 after the close of such year. This 
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procedure varies considerably from that applicable to domestic income tax Withheld from 
wages and employee and Employer F .I.C.A. taxes, Where quarterly (in some cases 
monthly) payments are required. ‘ 

Withholding on income derived by nonresident aliens should be brought more 
closely into line with the domestic income tax system. There is no reason to permit with— 
holding agents to keep nonresident aliens’ taxes for periods which may exceed a full year 
before being required to remit those taxes, when employers must remit taxes Withheld on 
domestic wages at least quarterly. The Government loses the use of the revenue, which 
revenue in 1962 exceeded $80 million, for the entire year. Accordingly, seption 1461 
requiring the return and payment of taxes Withheld on aliens by’ March 15 should be 

' 

revised to eliminate this specific requirement. The Secretary or his delegate would then 
exercise the general authority granted him under sections 601 1 and 6071 and require With- 
holding agcnts to return and remit taxes withheld on income derived by nonresident 
aliens quarterly. However, no detailed quarterly return would be required. 

9 EXEMPTION FOR BANK DEPOSITs.—Under present law, an exemption from in- 
come taxes, withholding, and estate taxes is provided for bank deposits of nonresident 
alien individuals not doing business inthe United States. By administrative interpreta— 

’ tion, deposits insome savings and loan associations are treated as bank deposits for 
purposes of these exemptions, but such exemptions do not apply to most savings and 
loan associations. There does not appear to be any justification for this distinction 
between types of savings and loan associations and it should be eliminated by extend- 
ing‘these exemptions to all such associations. 

IO FOREIGN TAX CREDIT—SIMILAR CREDIT REQUIREMENT.—Section 901 
(b) (3) provides that resident aliens are entitled to a foreign tax credit only if their 
native country allows a similar credit to our citizens residing in that country. Ap- 
parently the provision is designed to encourage foreign bountries to grant similar 
credits to our citizens. However, this requirement works a hardship on refugees from 
totalitarian governments. For example, the Castro government is not concerned with 
whether Cubans in this country receive a foreign tax credit. Therefore, it is recom— 
mended that the similar credit requirement of section 901 (b) (3) be eliminated, subject 
to reinstatement by the President Where the foreign country, fipon request, refuses to 
provide a similar credit for U.S. citiZCns. Of course, no request would ordinarily be 
made in a case, such as Cuba, Where the possible reinstatement of the present reciprocity 
requirement would have little or no effect upon the foreign government’s policy 
toward U.S. citizens. 

11 STAMP TAXES ON ORIGINAL ISSUANCES AND TRANSFERS OF FOREIGN 
STOCKS AND BONDS IN THE UNITED .STATES TO FOREIGN PURCHASERS.— 
Our stamp tax on certificates of indebtedness is imposed on issuances and transfers 
within the territorial jurisdiction of the United States. The stamp tax on issuances of 
stock does not apply to stock issued by a foreign corporation, but the transfer tax 
applies to transfers in the United States. These taxes have forced U.S. underwriters 
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Who handle issuances of foreign bonds and sfocks and their Original distribution to; 
foreign purchasers to handle closings overseas. In View of the limited association of 
such issuances and transfers with the United States and the fact that these taxes are 
ordinarily avoided by moving the transactions outside the United States, our Law 
should be revised to exempt origihal offerings of foreign issuers to foreign purchasers

_ 

‘ 

from our stamp taxes where only the issuances and transfers take place in the United 
‘ States. Such an exemption would facilitate such transactions and their handling by 

U.S. underwriters and is consistent with our balance-of—payments objectives. 

12 WITHHOLDING TAXES ON SAVINGS BOND INTERESTJ—The Ryuku Islands, 
‘ the principal island of which is Okinawa, and the Trust Territory of the Pacific, 

principally the Caroline, Marshall, and Mariana Islands, although under the protection 
and control of the United States, are technically foreign territory. Thus, the islanders 
are nonresident aliens and subject to a 30—percent withholding tax on interst on U.S. 
savings bonds. This interferes with the selling of U.S. savings bonds. Therefore, the 
3o—percent withholding tax as it applies to the interest income realized from U.S. 
savings bonds by native residents of these islands should be eliminated. 

In addition to the changes discussed above, the proposed legislation makes a number of 
clarifying and conforming changes to present law. 

Guides to Taxes in Ireland 
‘ 

A complete survey of the Irish tax system with special emphasis on Income tax, Surtax, 
‘ Profits Tax, Double Taxation and Profits Tax Exemption. Property taxes, Turnover 

‘ 

Taxes, Stamp duties and Customs and Excise duties are also covered. 
PRICE PER ISSU’E EUROPE DFL. 20 NON EUROPE US$ 6 

Survey of Belgian Income Tax 
An analytical study of the new Tax Reforms with respect to the Belgian Income Tax 
Code. Contains a detailed discussion of the new Laws illustrated with practical examples 

' and a discussion of the effect of the tax reform on Belgian tax treaties. The survey also 
contains a comparative analysis of the previous and present systems. 
PRICE PER ISSUE EUROPE DFL. 25 NON EUROPE {13$ 7.50 

~ Taxation of Intercorporate Dividends Received in Europe 
A comparative survey on the tax treatment of intercorporate dividends, with special 
emphasis directed to the question of Whether corporations are granted any form of relief 
from intercorporate double taxation on domestic or foreign dividends received. 
PRICE. PER ISSUE EUROPE DFL. 20 NON EUROPE US$ 6 
The above studies are Special Issues of EUROPEAN TAXATION and may be ordered 
from 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION 
Muiderpoart — Sarpbatixlraat 124 — Amsterdam

‘ 
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I. BOOKS
\ BELGIUM 

LE NOUVEAU REGIME FISCAL DES 
SOCIETIES, by Centre d’Ete ale; Socie'téj, 

Editor: Imprimerie “IMFI”, Rue du Houblon, 
4.7, Brussels. 1964. pp. 156. 

This is a brief but practical commentary on 
Belgian corporate income taxation. The book 
starts with a discussion of the various types of 
taxable companies. Computations of income is 

there discussed, with particular reference to non- 
resident corporations. The last part of the book is 
devoted to the calculation of income tax and the 
system of credit for the prepayments withheld. 

CEDULAIRE, GLQBALE ENGEMENGDE _ 

TYPES VAN INKOMSTENBELASTINGEN 
by Dr. Sy/uain Plaurbaert, Universitaire Bock- 
handel Leuven 1964, pp. 294 Price Bfrs. 320 
The author discusses schedular, global and 

mixed types of income taxation. He examines the 
income tax systems in the United States, Great 
Britain and the Netherlands which have a global- 
type system and France, Italy and Belgium which 
have a large _expctience with a mixed system. The 
study essentially assesses the schedular and global 
income taxes in terms of equitable income distribu— 
tion and flexibility. It also examines the administrat- 
ive aspects such as efficiency of the sytem, nuisance 
to the taxpayer and the burden tax administration. 
The author tries to show that the global system is 
superior to both the schedular system and the 
mixed system. He considers that the crisis of 
Income taxation in France, Italy and Belgium was 
attributable to the schedular-system, although it 
Would not have been politically possible to 
introduce another system. Introduction of the 
mixed system intensified the problems. Adoption 
of the global tax system—as carried out in Belgium 
and France and intended in Italy will probably 
mitigate the situation. The author thinks that the 
global income tax has sufficient strength and 
adaptability to be continued as the proper and only 
structural type of inc’ome tax in a free enterprise 
economy. 

CANADA 
THE NATIONAL FINANCES, Canadian Tax 

. . 
oo 

Foundalzon, Toronto 1, Canada, pp. 198, $2.— 100 

The complicated revenue and expenditure 
structure of the Canadian government is compress- 
ed into this publication. In View of the fact that the I 
national budget exerts a considerable influence on 
‘the economy, the various aspects involved in the 
national finances, as presented in this brief analysis, 
may well be appreciated. This booklet is divided 
into two main parts, one dealing with revenue, the 
other with expenditure. Some explanation is also 
given 6f the broader concept of the “cash” 
position, the national debt and the government’s 
calculation of its assets and liabilities on its balance 
sheet. Organizations outside the ordinary scope of 
government, such as Crown corporations, are also 
briefly described. 

COMMON MARKET 
BIJKANTOREN EN DOCHTER- 
ONDERNEMINGEN IN DE EEG; 
JURIDISCHE EN FISCALE'ASPECTEN, 
Alember; of the Anotiation Eurapéenng d’Etude 
furidz'que: at Fina/ex, Deventer—Antwerp, Asso- 
ciation Européenne d’Editeurs Juridiques et 

Economiqucs Eurolibri No. 15, printer: AE. E. 
KLUWER, Deventer .1 964, pp. 1 62. 
A survey on the position in the six member 

countries of the Common Market of branch 
establishments and subsidiaries. Both tax law and 
corporate law are considered. This book has been 
published simultaneously in German, Italian and 
French in the other member countries. 

THE RIGHT OF ESTABLISHMENT IN 
THE COMMON MARKET ' 

by Dr. Ulriclj Ellerling, Commerce Clearing 
House, Chicago (USA) 1964., pp. 219. 
The author attempts to present a comprehensiVe 

description of the right of establishment in the 
EEC. under the provisions of the Treaty of 
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Rome against the background of currentpolitical, 
legal and economic conditions. One of the book’s 
main purposes is to acquaint legal advisers with 
the developments in the various fields. Although 
the Treatyprovisions deal essentially with relations 
between the member .States a part of the book is 
devoted to those problems which particularly deal 
with nationals or firms of non—member States. 

COMBINATION OF COUNTRIES 
ARGENTINA, AUSTRIA, BULGARIA, GERMANY, 
GREECE, ITALY, NETHERLANDS, POLAND, 
CZECHOSLOVAKIA, URUGUAY, YUGOSLAVIA, 
PORTUGAL 
EN QUETE SUR LES TARIFS D’IMPOTS 

Archives Infernationales de Finances Publiques, 
no. 4, EbMorsclli and L. Trotabas, CEDAM, 
CASA Editrice Dr. A. Milani, 5 Via Jappelli, 
Padova, 1964., 498 pp, 7000 Lire. 
A fiscal survey (history, development and 

present situation) and the tax rates of the above 
mentioned countries are presented in this publica— 
tion. Each survey is written by a prominent tax 
expert in that country. 

UNITED KINGDOM, UNITED STATES, 
CANADA, INDIA, AUSTRALIA, REPUBLIC OF 
SOUTH AFRICA, FRANCE, SWITZERLAND 
GOVERNMENTS AND THE INVESTOR, 

The Federal Trmt for Edutalz'on and Kmart]; 
43, Parliament Street, London, England, pp. 
55, 15. 2.2 5. 

The Federal Trust for Education and Research 
r and the United Kingdom branch of the Inter- 
national Fiscal Association sponsored a two day 
conference on “Governments and the Investor”. 
The series of lectures pertaining to the United 
Kingdom, the United States, Canada, India 
Australia, South Africa, France and Switzerland 
is set forth in this booklet. 

Various international tax experts delivered the 
lectures and not only did they survey the existing 
situation, but they also commented upon areas in 
need of modification. This pamphlet is suggested 
reading for international investment counselors as - 

well as their clients. 

DENMARK 
SKATTELOVENE, I and II, La Cour, jamb and 
AXE] Wan, Copenhagen, Denmark, Gyldcndals 
Forlagstrykkeri, 1965, pp. 406:1, pp. 349:11, I: 

kr. 68, II: kt. 59. 
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The new edition of “La Cour 0g Wass” gives 
the complete texts of all acts, regulations etg. 
regarding the Danish direct taxgs. It includes 
income and net worth taxes, land taxés, death and 
gift duties and the texts and other documents with 
respect to tax treaties. For the first time the work 
is divided into two volumes, the second containing 
those parts of the legislation which, presumably, 
will not be subject to frequent changes, so that 
less reprints will be necessary for this volume. The 
work is up-to—date to December 14th, 1964) 

INDIA 
TAXATION OF INDIAN AND FOREIGN 
COMPANIES IN INDIA, A. G. Venkalam— 
man, N.M. TRIPATHI PRIVATE Ltd. BOMBAY, 
Princess Street, 1964, pp. 148, Rs. 15. 
Thevauthor as,an ex—senior officer of the Indian 

Investment Centre, is aware of the needs of 
business executives and advisers of Indian and 
foreign companies who have the responsibility of 
managing the tax planning of business operations 
in India. This book does not purport to be an 
exhaustive explanation of all the provisions of 
tax law but must be considered as a useful guide to 
the es'sential tax provisions which effect, directly or 
indirectly, Indian and foreign companies and 
foreign technicians in India. The rates of tax 
involved with are included as effective for the 
assessment year I 964-65 . 

Part one of this book treatises the basic principles 
of taxation as set forth in the Income Tax Act of 
I 961 as amended, the taxation of Indian companies,_ 
foreign companies and the taxation of foreign 
technicians. The second part focusses briefly and 
Clearly on estateduty, gift tax, wealth tax, and ex- 
penditure tax. This work is considerably enhanced 
by the numerous appendices dealing with proce- 
dural matters, rules,circulars and anillustrative table 
showing the various types of income that may 
be received by foreign corporate entities from 
Indian companies and the likely incidence of tax 
under specific circumstances. 

INTERNATIONAL 
IL CONSIGLIO DI COOPERAZIONE 
DOGNALE DI BRUXELLES E LE SUE 
PRINCIPALI CONVENZIONI by Ugo Calde- 
ram', published by Cedam, Casa Editrice Dott. 
Antonio Milani — 1964, XII pp + 213 pp. 2.300 
lire. 

The author who is General Director of Customs 
in Italy, has written an excellent treatise on the
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international cooperation. in the customs duty 
field, as realized by the customs Co—operation 
Council of Brussels. The reader receives a clear and ‘ 

detailed insight into the complication§ of legisla- 
tion aHecting customs duty and the international 
organizations designed to alleviate the Various 
problems. The ‘book contains the following, 
Sections: 
Chapter I General Remarks 
Chapter II The Customs Co—operation Council 
Chapter III The organization and function of the 
Council 
Chapter IV _The Permanent Technical Committee 
and its activities 
Chapter V The Valuation Committee and its 

activities
' 

Chapter VI The Nomenclature Committee and its 
activities 
Chapter VII Critical Remarks 
The relevant Conventions are reproduced in the 

appendixes.
( 

ITALY 
WORLD TAX SERIES—TAXATION IN 
ITALY by Charles K. Cobb, Jr: and Framexm 
Forte, under the direction of the Law School of 
Harvard University. Publisher: Commerce 
Clearing House Inc. Chicago (U.s.A.) in 1964. 
LIV pp + 868 pp. Price $ 19.00. 
The World Tax Series is a series of tax surveys 

per. country, published under the direction of the 
Harvard Law School, Division International 
Program in Taxation. At present surveys on the 
taxation in Brazil, the United Kingdom, Mexico 
Australia, Sweden, India, Germany, the Un_ited 
States and Colombia have been published. To this 
series the volume on Taxation in Italy is a welcome 
addition. The editor of this series, Mr. Cobb, seeks 

g 
to achieve two basic goals: _ 

— to describe each tax system in its own legal and 
administrative terms, and 
— to present each system so it can be compared 
point by point with other country surveys of 
this series. For this latter purpose all chapters 
have ' been 

‘ numbered and have numbered 
subchapters, paragraphs and sub-paragraphs. Each 
topic is for each country discussed under the same 
number. 
The volume is divided into three parts. 

Part I describes the background and the entire tax 
structure of Italy; 
Part 11 contains a detailed analysis of the national 
income tax;

I 

Part III analyses all other taxes. 
The volume contains an extensive biblibgraphy 
and an index. .

— 

A special chapter called “References” gives 
tables of important case law; statutes and ad- 
ministrative instructions, which are listed chro— 
nologically. 

KOREA 
YEARBOOK OF TAX STATISTICS 1964, by

‘ 

‘ 
Bureau of Taxation, Ministry of Finance, Repu- 
blic ofKorea, 1964, pp. 426. 
1964 Year Book of Tax Statistics. 

(review previous issues: Bulletin 1963, p. 369). 
Year title is based on calender year as is adopted by 
other year books and annuals. In previous issues 
year title appeared in each issue was based on the 
year in which taxes were actually collected. This 
book may be of help to those who are interested in 
understanding the economy in the Republic of 
Korea. 

NETHERLANDS 
ZAKBOEK SOCIALE VERZEKERING, by 

Veraart, ]. ]. M. and others, Deventer, AE. E. 
Kluwer, loose—leaf service, Dfl. 14.95 + 1,95 for 
binder. 

This loose-leaf manual, updated regularly 
through supplements, contains con'cise but clear 
information regarding the dutch legislation on 
social security and some related matters. It is an 
invaluable reference Work for those who want an 
immediate answer to all basic questions‘ 

SWITZERLAND 
KOMMENTAR ZUR EIDGENOSSISCHEN 
WEHRSTEUER 1965—1974. by Dr. Cl). Ferrel 
and Dr. ]. Maulmrdt, published in 1965 by the 
Polygraphischer Vétlag AG, Zurich. pp. 371. 
The well-known Commentary on Swiss federal 

Defense Tax of Perret/Masshardt has been com— 
pletely re-edited and up—dated to January Ist, 1965, 
by Dr. Heinz Masshardt, 

It is divided into three parts: 
Part I: contains the text of the Decree on the 

levying of a Defense tax. Ari extensive 
explanation, illustrated by references to 
case law and literature is given; 

Part II: in this part the text of important Rulings 
have begn reproduced. 

Part 111: contains Tables on case law and an 
alphabetical index. 

: 
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BIBLIOGRAPHY 
PUERTO RICO 
ECONOMY & FINANCES PUERTO RICO, 
Department of Economic & Financial Research, 
1964. 
This brochure sets forth the economic activities 

developed in Puerto Rico in the fiscal year ending 
in June 30th, 1964. 
The Puerto Rican’s net income of $ 2.097 million 

increased by 10 ‘X, over the net income in 1963. 
In general the economic growth of Puerto Rico 

continues, and substantial gains were recorded in 
all sectors of the economy, except agriculture 

. which suffered a minor setback. 
The Government receipts were the following: 

Property taxes ............... I 7, 3 63 million 35 

Individual income tax ......... 60,6 3 o ,, 

Company income tax ......... 42,407 ,, 

Non-resident income tax ...... 5 ,2 5 o ,,
’ 

Inheritance and gift taxes . . . . . 3,348 ,, 

Excise taxes ................. I 26,9 5 7 ,, 

Licenses .................... 1 2,8 27 ,, 

Customs duties .............. I 2,5 50 ,, 

U.S. excise on offshore ship- 
ments .................... 44,95 I ,, 

Federal grant on aids ......... 41 ,9 33 ,, 

Lottery ..................... 8,65 2 ,, 
‘ Permits, fees and business 

charges ................... 6,270 ,, 

Miscellaneous ............... 6,6 3 9 ,, 

Net taxes from net common 
wealth soutcas ............. 99,43 4 ,, 

total :1; 589,776 million $ 

UNTTED KINGDOM 
BUTTERWORTHS INCOME TAX 
HANDBOOK 1964-65, by Butterwort/JJ', Lon- 
don, 1964,1311 VI + 626 + (9) 
An annual handbook containing the main text 

of the Income Tax Acts in amended form, as 
operative for the year of assessment I 964-65 . 

THE LAW OF STAMP DUTIES, Monroe, 6., 
London, Sweet & Maxwell, 4th edition, 1964, 
pp. XXXII + 313, £ 2.10 s. 
The new edition contains a treatise on the law 

of UK. stamp duties, and includes all changes 
which have occured since the previous edition of 
1956. In the present edition the law is stated as at 

- October I, 1964. 

LEWIN ON TRUSTS, 16th edition, by Moll/bray, 
W. ]., London, Sweet & Maxwell, 1964., pp. CL 
+ 88 3. . . 
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A comprehensive treatise on the law of trusts in 
the United Kingdom; this new edition is up—to- 
date to June Ist, 1964, incorporating new legisla- 
tion and case law since the previous edition which 

. was published in 19 so. 

TAXATION AND PROPERTY 
TRANSACTIONS, George, E. F. London, 
Taxation Publishing Company, 2nd edition, . 

1964., pp. xx + 184., f. 1.105. net. 

This book describes the tax consequences of 
transactions in immovable property, both for the 
ordinary investor and the. dealer. The important 
changes caused by the Finance Acts of 1963 and 
1964 are fully covered by the present editi'on. 

U.S.A. 
ESTATE TAX VALUATION IN THE 
SALE OR MERGER OF SMALL FIRMS, 

' by Che/tie C. Bar/and, Simmons—Boardman 
Publishing Corporation, N.Y. 1965, pp. 287, 
35 x0. 

The purpose of this report is to present the 
results of a study undertaken to determine the 
impact of estate tax considerations on the decisions 
of businessmen to sell out or merge their privately 
owned enterprises. Under a grant from the 
Research Studies Division of the Small Business 
Administration it was possible to make a survey 
of the reasons that motivated the executives of a 
large number of selling concerns, with particular 
emphasis upon one phase of estate taxation that so 
far has received only passing consideration in 
several previous competent studies of the effects of 
taxation on mergers. That phase is the problem of 
the valuation of closely held ownership interests 
for estate tax purposes. 

This study sought to determine if tax valuation 
problems have been a leading cause of decisions to 
merge in the past five years. It then undertook to 
discover whether these problems arose from faulty 
valuation practices by the internal revenue service 
and uncertain or inadequate relief in the courts. 
An analysis of some 150 decisions of the Tax 
Court, and other courts, revealed the valuation 
methods employed by the Service and their validity 
under court review. 

While the purpose was to discover the basic 
facts about tax valuation as a merger motiVe, some 
recommendations for improvement are made, with 
the expectation that their adoption might remove 
some artificial and needless incentives to sell out.
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2fLOOSE-LEAF SERVICES _» 

Releases received between Janfiary' Ist, 1965 and’April 15th, 1965’. 

AUSTRALIA 
law Book C ompany’: Taxalion erw'ce, releases nos 
68-1 12: The Law Book Co. of Australasia-Sydney: 

AUSTRIA 
Neue Einkammemleuerrecbt, release no. I 9 : Schmerz- 
eck—Bruch alder Mur.

' 

Oilerreic/Jiulje Sleuer- ufld Wirtxcbaftxkartei, releases 
nos 1-6: Linde-Wien. 

BELGIUM 
‘ Dommegzlatie Vandeulimke/e — De Nieuwe Inlay»:- 
tmbe/am'ng, releases nos 24; -25x: Vandewinckele- 
Btugge. 
Guide Final Permanenl, releases nos 257—261: 
Vioburo—Bruxelles. 
Handleia’ing tier In/eomxtwbélaxlingen, release no 7: 
Excelsior—Bruxelles. 
‘Tarief der Overtime/Mame” by Immer, releases nos 
I 5 -1 6: Ministry of Finance-Bruxelles. 
Tarif dc: T axe: de Trammiuian d l’Imporlatian; 
releases nos 15—16: Ministry of Finance-Bruxelles. 

CANADA 
Canada Tax Service, releases nos 165—171: De Boo- 
Toronto. 
Canada Tax Service — synopxii of recent lax CaIBJ', 

releases nos 80-85 : De Boo-Toronto. , 

Canada Tax Service Letter, release no 89: De Boo— 
Toronto. . 

Canadian Income Tax — McDonald, release no 28: 
Butterworth—Toronto. 
McDonald — Current Taxation, releases nos 1-13: 
Butterworth-Toronto.

' 

Prauimizz/ Taxation Sen/ire, releases nos 186-189: 
De Boo-Toronto. \ 

DENMARK 
Skattelam‘emmelmr i Stemamk Fremxtil/ing, release 
I 965 : Skattekartotekct informationskontor — 

Kébenhavn. 

FRANCE 
I 

‘ 
' 

\
\ 

Bulletin de Documentation Pratiqm de: 1712e .mr le 
Cbtflre d’AffaireI at C ontributiom Indirect“, releases 
nos 1 1-1 2 : Lefebvre—Paris. 
Code Annote’ day Contribution: Direct“,- releases nos 
30-; I : Seteca-Baris. 

Code Armaté de: Taxe: .mr 1e Cblflre d’AflaireJ, 
release no 26 : Seteca-Paris.

‘ 

Diclionnaire Final Permanent, releases nos 1-8: Ed. 
Législatives at Administratives—Paris. 
.Dammentatian Pratique de Securite’ Sada/e et de 
Le’giJ/ation du Travail, releases nos 1—4: Lefcbvre- 
Paris. 
Feuillet: de Documentation Pratique — Enregixlrement, 
releases nos 3-4: Lefebvrc—Paris. 
juri; Claueur Final ' Cbzfi’re d’Aflairex, release no 
605 7 / 36: Ed. Techniques-Paris. 
jun": Claueur Firm] ~ Impo‘t; directx, releasc no 
105 9 / 3 5 : Ed. Techniques-Paris. 
Memento Lam}, release — ed. spec. 1965: Services 
Lamy—Paris. 
Traite’ de [a Patente, release February 1965 : Seteca- 
Paris. 
Prob/éme: d’Outre Mer, releases January—April I 965 : 

Centre d’étude des problémes d’outre met-Paris. 

GERMANY 
ABC Fz't'brer Labmteuer, release no 5: : Schéiffer 
und Co.-Stuttgart. 
Handbmb der Einfubr Nebenabgaben, releases nos 
1-2 : V. d. Linnepe-Hagen (Westfalen). 
Kommentar Bewertungxguetz - Vermbgemteuergezetz 
release no I 9: Otto Schmidt-K6111. 
Kammentar zur Ein/zammemz‘euer — Eimcbl. Lolm- 
J/euer Imd Kb'rperxc/Jaflxleuer, release no 62: Otto 
Schmidt-Kbln. > 

Pra/etiIc/Jer ‘Ffibrer dumb daI Steuerretbt, releases nos 
50—34: Otto Schmidt-Kéln. 
Stlmel/kartei deJ Deuluben Rec/m, releases nos 127- 
1 28 : Otto Schmidt-Kéln.

_ 

Steuerer/ame in Karteifom, releases nos 40-43: 
Otto Schmidt-Kbln. 
Steuergexetze, release January I 965 : Beck-Mfinchcn, 
Steuern and Zb'lle im Gemeimamen Market, release no 
4 : Nomos-Baden—Baden. 

’ ’ 

Steuerrechtxprecbmg in Karlet'form, ireleases nos 156—- 
1 5 9: Otto Schmidt-Kbln. 
Zollgexetze, releaise‘zt C. Gehlsen—Heidelberg. 

LUXEMBOURG 
C ode Final Luxembourgeoix, 
Luxembourg. 

vol. 5: Peiffer- 

MOROCCO 
Code: Marocaim, releases nos 172: 
Marocaine-Casablanca. 

Fiduciaire 
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NETHERLANDS
, 

Be/enopte Belaxtinggidx — Sweet; en Meibuizm, 
releases nos 26-27: L. J. Veen, Amsterdam. 
Be/wtingwetgeving Sm? — Inkozmtmhelaxting, releases 
nos 1-2: Noorduyn-Gorinchem 
FED LoJ-bladig FiJ‘L‘fla/ Wee/eblaa’, releases nos 
972-987: FED Amsterdam. . 

FED’: Fined] Regixter, releases nos 8—9: FED 
Amsterdam. 

V

- 

FED’: Fiuaal Repertorium, releases nos 8-9-11: 
FED Amsterdam.

_ 

De Gemeemelg'iké Be/aJtingen, releases nos 57-59: 
‘Vuga Boekerij—Arnhem. 
Hafidboek 7100f de Europe“ Gemeemcbappm — Ver- 
dragilekxl en Aanveruxame flak/em, releases nos 9-1 I : 

Kluwer-Deventer. 
Handboek your de Europexe Gemeemtbappm ~ Ta- 
riefly'xten War de E.E.G., releases nos 33-34 : 

‘Klu- 
wer-Deventer. ‘ 

Handkoe/c war in— m ztitaoer — Belaxtingbty’fing by 
immer, releases nos 44—48: Kluwer-Deventer. 
Handbae/e 7100?“ 1'71- en m'lvaer — Tarief mm invoerrécblm, 
Part B1 releases nos 66-67, B2 releases nos 34-36: 
Kluwer—Deventcr. 
Kluu/er’x Fixmal Zakboek, release no I :' Kluwer— 
Devcnter. 
K/uwer’: Tarievenboek, releases nos 40-41: Kluwer- 
Deventer. 
De Groot Naderlandn Belaxtiflgwetlen, releases nos 
1-5 : Samsom-Alphen a/d Rijn. 
Nader/and“ Welboeken — Nederlamlxe Wetgeving, Part 
B, releases nos 68-70, Part C, Vrelease no 31 : 

Kluwer—Deventer. . 

Omzetbe/mting r Fina/e Hand/aiding Mar de Prakti/e, 
releases nos 8 1-84: Vuga Boekerij-Amhem. 
De Par/ememaire Bebande/ing van de niemI/e Belaxting— 
ontwerpen, release no 20: Samsom—Alphen a/d Rijn. 
Regelingm Euromarkt, releaées nos 56-58: Verman— 
dc—IJmuiden.

_ 

Temggaaf van Omzelbelaxling by ztz'luaer, releases nos 
151-158 : Samsom—Alphen a/d Rijn. 
Vademecum war in- en m'luoer, releases nos 507—309: 
Kluwer/Samsom-Deventer Alphen a/d Rijn. 
De VakI/z/die — Fina/e Emytlopedie.‘ 
— Algemefle Wet Rykxbe/axtingm, release no 10: 

Kluwer—Deventer. 
— Inkomxtenke/axting, release no 78: Kluwer- 

Deventet.
I 

— Vennoolxcbapyhelaxling, release no 47: Kluwcr- 
Deventer. 

— Loonlaelaxlz'ng, releases nos 64-65 2 Kluwer-Devcn- 
ter.

, 

— Motorry'tmgenbelaxiingwei, release no 18: Kluwer- 
Deventet. 
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— Omzetbelaxling, releases hos 42-43: Kluwet- 
Deventer. ‘ 

.
— 

— De Zege/wel, release no 27: Kluwer-Deventer. 
— Wet 'op de Vermogemhe/axting, rclease no 3- 

KIuwer-Deventer. 
— We! 0]) de In/eomxtmbelmling, releases nos 1—4: 

Klfiwer-Deventer. 

NEW ZEALAND 
New Zea/am! Taxation Board of Review Detirz'am, 
releases nos 23—36: Butterworth-Wellington.

’ 

NORWAY 
S/aattelowamm/ingm, releases‘ nos 19-21: laroy— 
Skien. 

SOUTH AFRICA (REPUBLIC OF) 
Law and Pratlite of Scull; African Imam? Tax, 
release no 7: Buttetworth-Durban. 
LegiJ/alion Service of lbe Rbadm‘an Income Tax 
Service, release no 10: Juta-Cape Town. 
Taxpayer? Permanent Volume on Income Tax in 

Sam/9 Afrim and 3.117. Africa, release no 4: Tax- 
payer-Cape Town. 

SPAIN 
Circa/are! — Bra/stifle! de Information, releases nos 
70-71 : Gabinete de Estudios-Madrid. 

SWITZERLAND 
Praxi; der Bundexbexteuertmg, release no 15: Recht 
und Gesellschaft—Basel. 
Die Stellar” der Schweiz — Lu Impfitx de [a Suiue, 
part IV: Recht und Gesellschaft-Basel. 

T U R K EY 
Tiirk Argfix Ajami, releases nos 52; 2—3 348: 
I? Bankasi Hani Galata-Istanbul. 

UNITED KINGDOM 
Simofl’: Inmme Tax Keri/ire, release no 49: Butter- 
Worth & Co.-L0ndon W.C.z. 
'UNITED STATES OF AMERICA 
Federal Tax Guide Reporlx, releases nos 13-241 
Commerce Clearing HOuse-New York. 
Federal Taxe: Report Bulletin, releases nos 7—1 I : 

Prentice-Hall-Englewood Cliffs. 
Federal Tax“ Report Bulletin T ax Treatiex, releases 
nos 1-5: Prentice—Hall—Englewood Cliffs. 
State Tax Guide C.C.H., releases nos 31 1-321: 
Commerce Clearing House, New York.



INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION 
msrony 1 , 

Since its establishment in 1938, the International Bureau of Fiscal Documentation has served as an 
independent source of tax information and advice. After World War 11 its functions were broadened 
beyond mere simple fiscal documentation and assumed the character of supplying factual data on the 
tax systems of countries around the world in response to requests from various governmental and ‘bu- 
siness organisations. .

v 

In 1946, the Bureau began publication of the Bulletin for International Firm] Documentation, the 
official organ of the International Fiscal Association. This publication has been supplemented by various 
special publications. In 1961, the Bureau published the first issue of European Taxation, a fortnightly 
English language review of tax developments on the European Continent, in the United Kingdom and 
in Ireland, followed in 1963 by two loose-leaf services, Xupp/emmtafy Senate to European Taxation and T be Taxaz‘ion of Patent qfl/Iiu‘, Dividend: and Intern! in Europe. During that time span the Bureau also 
published the Germany original of the well-known book by Dr. Albert ]. Rédler abbut taxation in the common market countries. As of January, 1965, European Taxation is published monthly and the 
number of pages has been considerably increased. A new loose—leaf magazine “Tax New; Service” 
was started, bringing rapid information of tax events all over the world. The Bureau continuously 
assisted in translating and preparing tax materials for other publications.’ Additionally, its library was 
greatly expanded and now contains well over 7500 volumes on national and international tax matters, as 
well as more than 500 selected periodicals; many visiting researchers make use of these library facilities. 

GOALS 
The overriding goal of the Bureau is to serve the International community by collecting, evaluating and 
disseminating tax data in a manner which combines scientific objectivity with practical realism. 
Organization 
The Bureau is a public non-profit foundation established under Dutch law. Its policies are determined 
by a “Curatorium”, or board of trustees, composed of outstanding representatives of the government, 
business and academic communities in various countries. A managing director is responsible for carrying 
out the goals articulated by the Curato'rium. 
The Bureau is separated into four divisions: Library and Documentation, which is responsible for 

acquisition and maintenance of tax materials; International Tax Service, which prepares reports for 
governmental, business and scholarly purposes; Publications Department, which is responsible for the 
whole gamut of the Bureau’s publications; and the Administrative arm, which plans and coordinates 
Bureau activities. 

Correspondents 
Apart from its own Associates, who represent several nationalities, the- Bureau avails itself of the coope— 
ative services of a la‘rge number of expert correspondents throughout the world.‘ 
The pro gram v

' 

1. Training 
The Bureau seeks to prepare young lawyers and economists to meet the growing demand for international 
tax experts and offers to young post-graduates from developed and developing countries the opportunity 
to work with the Bureau. 
2. Reward} 
The Bureau is focusing its research efforts upon a significant contemporary problem—the relationship 
between capital exporting nations and developing countries. Other important research projects include 
studies of the tax aspeccs of economic integration and of the influence of tax incentives on economic 
growth. v 

3. Educalion ' 

I

_ The Bureau seeks to stimulate, and participate in, seminars and discussion groups, lectures and public- 
ations. 
4. Library and Dommentation v 

The Bureau’s program of cataloguing and completing its set of materials Will be continued in the frame- 
work of its library facilities which were much improved as a result of the move in 1965 to new quarters 
in an old city gate of Amsterdam. ' 

5. Report: . 

The Bureau prepares reports containing factual data and legal appraisals relating to countries other than 
the country of residence of the organization or individual who requests a report. 

III



PUBLICATIONS OF THE INTERNATIONAL BUREAU OF FISCAL 
‘ DOCUMENTATION 

PUBLICATIONS DU BUREAU INTERNATIONAL DE DOCUMENTATION FISCALE 
EUROPEAN TAXATION (monthly) Europe DFL 125 - 

(including TAX NEWS SERVICE) 
' Non-Europe Us $ 42.50 

TAX NEWS SERVICE (bimonthly) Europe DFL 30 
" Non-Europe us 5 10 

SUPPLEMENTARY SERVICE (monthly) 
_ 

Europe DFL 125 
Non-Europe 05$ 37.5'0 

B U LLETIN without supplements 8 7. 50 
with supplements 13 10.— 

S upplammlx to tbe Bulletin : ,
. 

PUBLICATIONS No. 1, 2, 3, 4, 5, 7, 8, n, 12, 13, 14 I out ofprint 
PUBLICATION No. 6: 

Dr. F. E. Koch et Jean H. Rothstein: La Convention Fiscale Franco-Britannique du 14 déc. 
1950. _ 

3 3.50 
PUBLICATION No. 9: Supplement to No. 3, containing Regulations etc. the Anglo-Dutch 
Double Taxation Conventions 55 1.35 

PUBLICATIONS No. 10: 
Dr. F.E. Koch and Richard Moss: Compilation of the legal provisions, regulations, circulars 
and forms relating to Double Taxation Relief in the United Kingdom of Great Britain and 
Northern Ireland, 1957 ' 35 2.25 

PUBLICATION No. 15 en 15A: 
Doppclbcsteuerungsabkommen zwischen der Bundesrepublik Deutschland und dem Kbnig— 
reich der Niederlande: deutscher und niedcrléindischer Text, 1960 with supplements 3 1.75 

PUBLICATION No. 16: . _ 

' Dr. Klimowsky and S.F.W. Bille: The Tax Convention between Israel and Sweden $ 2.30 
PUBLICATION No. 17: 

Dr. RE. Koch and Victor Uckmar: The Convention between the United Kingdom and the 
Italian Republic for the avoidance of double taxation and the prevention of fiscal evasion 
with respect to taxes on income. 35 2.85 

PUBLICATION No.18: 
Alan R. Rado: United States taxation of foreign investment—the new approach $ 5.75 

PUBLICATION No. 19: 
Swiss Measures against Abuse of Tax Conventions $ 3.50 

Studie: on Taxation and Ecmzomit Development .' 
VOLUME I : 

Georges ConstantinOU ct Pelopidas A. Katopodis: Fiscalité ct Développement Economiquc 
en Gréce, 1961 3 2.85 

VOLUME II : 

Z.M. Kubinski: Public Finance for Stability and Growth in an Underdeveloped Export 
Economy (A case Study of the Republic of the Sudan), 1961 $ 2.85 

Special Pub/imiiqm; '

‘ 

—Dr. Albert J. Rédlcr: Die direkten Steuern der Kapitalgesellschaften und die Problems der 
Steueranpassung in den sechs Staatcn der Europfiischcn Wirtschaftsgemeinschaft, 1960 3 8.50 

—E.E.C. Reports on Tax Harmonization (English Translation) . 
$11.50 

' Guide: In European Taxation: 
VOLUME I : 

Taxation of Patent Royalties, Dividends and Interest in Europe v 

including binder $30 
monthly supplement Service by airmail for 1965 3.515 

VOLUME II : ' 

Corporate Taxation in the Common Market 
' including binder $25 

monthly supplement Service by airmail for 1965 $15



Ottmar Biihler T» 

At the age of 80, one of the most outstaqding scholars 111/530 field of ' 

international tax law has passed away. 
For Germany in particular, the death'of Biihler spells the end of an era. 
The development of tax law as an independent discipline of Law has found 
in Germany a number of spokesmen who have had an influence on the 
theoretical study of the legal aspects of a phenomenon which, perhaps more 
than anything else, has affected the face of modern society. Together with 
Enno Becker, who drafted the German General Tax Code (‘Reichsabgaben- - 

ordnung’), Bfihler was among the most eloquent of those spokesmen, 
although he could never accept the View that Tax Law should be separated 
from other branches of Law. From the outset of his career as a scholar, 
Bfihler has taken the View that Tax Law was more than just the administra- 
tive relationship between the State and the citizens," and this brought him 
to defend the interests of those citizens against the State, thusr placing Tax 
Law at the level of general principles of law as they prevail in a modern 
State. 
He was also one of the promotors of the International Fiscal Associa— 

tion, because he realized the need for extensive study of international tax 
problems. His name ranks with those of Blumenstein in Switzerland, 
Griziotti in Italy, Adriani in the Netherlands, Trotabas in France; all 

scholars who have made important contributions toward the development 
of international and comparative tax law. 
Born in 1884 in Zurich, Switzerland, of German parents Biihler became 

Proféssoi: of Law in 1923. A major milestone in his career was his appoint— 
ment as Professor of National and International Tax Law at the University 
of Cologne in 1942. This was probably the first chair to be concerned with 
the study of International Tax Law. 

After his retirement he founded the International Tax Research Center 
_at the University of Munich. Until last April he took an active part in the

‘ 

work of the Permanent Scientific Committee of the International Fiscal 
Association and the Advisory Board to the German Ministry of Finance. 
Just prior to his 80th birthday he completed a comprehenéive book on the 
Principles of International Tax Law, among his many other books and 
articles a remarkable piece of work which shortly after its publication in 
September 1964, had to be reprinted. A man, severely critical in his own 
work and for that of others, but always constructive in his criticisms, Biihler 
Will be remembered as one of the great masters to Whom the; world of 
learning is very much indebted. 

' 

J. VAN HOORN JR.
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EDITORIAL 

Mr. H.W.T. Pepper in “Tax Harmonimtz'on in a Federation—the 19 6; budget in Malaysia” 
in this issue of the Bulletin, states, that capital gains taxation is to be introduced through— 
out Malaysia later in 1965 . On April 29, 1965, a capital gains tax was enacted in Ghana. 
The tax will be effective from February, I, 1965. Details of this tax are published in this 
issue. Dr. E.W. Klimowsky in his article “Major Tax Rq'orm in Emil“, published in the 
February—issue, saw the introduction of a capital gains tax as the most striking novelty of 
the tax reform. In his annual budget speak of April, 6, 1965, the Brim/7 Channel/0r of the 
Ext/Jaguar unveiled the proposal for the introduction of a general capital gains tax in 
the UK. Since no general capital gains tax has fievet been levied in the United Kingdom, 
this measure represents 1; fact of historical significance! The budget will be discussed in 
a future issue of European Taxation. On April, 27, 1965, the Newer/and; Government 
announced that proposals will be submitted for the introduction of a tax on speculative 
gains for individuals. A similar tax had been abolished in 195 3. 
As to the reasons for the introduction of capital gains taxation, Mr. Pepper states 

that the Malaysian Government has been Virtually compelled to introduce some form 
of capital gains tax because of the public spectacle of untaxed capital gains. The British 
Chancellor of the Exchequer said that it is unfair to the wage and salary earner that 
earnings pay tax in full While capital gains go free. It has in the past been a barrier to the

I 

progress of an effective incomes policy. Moreover, there is no doubt to the Chancellor 
that the present immunity from tax of capital gains has given a powerful incentive to 
skilful manipulators to avoid tax by various devices which turn what is really taxable 
income into tax—free capital gains. 

The EEG. is still in the process of developing a common market. One of the essential 
conditions which must Be met in order to achieve the economic union contemplated in 
the Treaty of Rome of 25-5—1957 is the realization of free capital movement. 
The E.E.G. C ommz'mion prepared a draft direttiI/e concerning barmom'mz‘i'on of taxex on the 

formation of mpz‘tal; this group of taxes includes the duty on capital contributions levied 
on the equity capital of corporations, the stamp duty on domestic securities, the stamp 
duty Which is levied at the introduction or issue of securities of foreign origin on the 
domestic capital market, as well as other indirect levies with the same characteristics. 
The indirect taxes on capital movement, such as the taxes on stock exchange transac— 
tions, will be treated in a later draft directive. This important document is reproduced in 
the official French language in this issue of the Bulletin. In Germany the security tax—— 
ifiapierfleuer—levied on the first transfer in Germany of interest—bearing debt instru— 
ments" and shares issued by a'non‘resident company has been abolished as per 1.1.1965, 
according to the law of March 25, I965. The official explanation (Begrfindung) has been 
published in this issue, together with the official explanation of the new German 250/0 
“Kupomteuer” on interest on bonds paid to non-residents, effective for interest payments on 
or after June, 2 8, 1 965 . This tax was introduced to relieve the inflationary pressure caused by 
the influx of capital resulting from the comparatively high German interest rate Structure. 

Taxation is a tool often used to achieve certain economic and social objectives. Any 
doubt on this score should be dispelled by the measures mentioned above. 

Capital gains taxation is essentially a social—political measure, the German coupon 
tax, a fiscal-monetary measure and the EEG. directive an incentive towards the crea- 
tion or strengthening of the international capital market. J.C.~L. Huiskamp 
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TAXATION OF FOREIGN ENTERPRISES CARRYING 
ON BUSINESS OPERATIONS IN JAPAN (II)* 

by MASATAK<A OKURA 

C PROCEDURES AND LICENSES FOR INVESTMENT IN JAPAN 
I Incorporation of a Subsidiary Company in Japan, and Participation in Manage- 
ment of an Existing Company in Japan. 
I Regulation; 

When a foreign investor establishes a subsidiary or participates in management of an 
existing enterprise in Japan, he acquires Japanese capital Stocks. The acquisition of the 
stocks is subject to regulations. The sources of regulations are the Foreign Excbange and 
Foreign Trade Control Law (Law No. 228 of 1949, and hereinafter referred to as the 
Foreign Exchange Law) and Ike Law tomerm'ng Foreign Invextment (Law No; 163 of 1950, 
and hereinafter referred to as the Foreign Investment Law). 

Validation under the Foreign Investment Law or license under the Foreign Exchange 
Law is required in principle for acquiring stocks. Nature of the currency used for ihvest- 
ment and the pattern of the acquisition is the decisive factors in determining the applicable 
law. In most cases, the validation under the Foreign Investment Law is required, While, 
in a few cases, the license under the Foreign Exchange Law should be obtained. The 
details are as follows:

I 

4 Acquisition of stocks by Japanese yen converted from a foreign currency brought into 
Japan by the foreign investor or its equivalent

' 

T he foreign investor must, in principle, obtain validatibn under the Foreign Invest— 
ment Law. There are, however, two exceptions. 
When a resident foreign investor, not Wishing to remit the dividends and principal 
in the future, acquires stocks of any of the non—restricted industries, there (is no 
restriction on the acquisition. 

(ii) When a branch (including business office) in Japan of a non—resident foreign investor 
_ 
acquires stolcks of any of the non-restricted industries for operating capital, not 
Wishing to remit the dividends and principal, there is no restriction. 

Acquisitions referred to in (i) and above are made freely. However, a license under 
the Foreign Exchange Law is to be obtained when a branch office receives funds from 
its principal for acquisition of capital (see “(2) Bram/Jar” below). 

19 Acquisition of stocks by Japanese yen not falling under a. above 
When a non-resident foreign investor acquires stocks of a non—restricted industry, a 
license under the Foreign Exchange Law is required. 
When a designated foreign investor acquires stocks of a restricted industry, validation 
under the Foreign Investment Law is required.

I 

*) The first part of this article has been published in the May 1965 issue, p. 177. 
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A non—designated foreign investor is prohibited from acquiring stocks of any of the 
restricted industries. 

'

, 
When a resident foreign investor acquires stocks of a non-restricted industry, there is 
no restriction. . 

When a branch office of a non-resident foreign investor acquires stocks of a non— 
restricted industry, there is no restriction 

the terms “resident” and “non-resident” referred to in this Chapter are those for 
foreign exchange purposes, and are different: from those for tax purposes: For 
instance, an individual residing in Japan for a period of more than 6 but less than 
12 months is a resident for foreign exchange purposes, but not a resident for tax 
purposes. 

Note I. Restricted industries are Bank of Japan and those enumerated below: 
Waterworks, railways, Lrack, trusts, banks, marine transportation, fisheries, shipbuilding, 
broadcasting, mining, harbbur transportation, mutual banks, long-term credit banks, air 
transportation, electric utilities, gas utilities, and foreign exchange banks 
Note 2. Designated foreign investor is one having nationality of any of the following 
countries. 
Canada, the Republic of China (Taiwan), Finland, France, the Federal Republic of 
Germany, Greece, India, Malaysia, the Netherlands, Norway, Pakistan, Sweden, 
Switzerland, Thailand, the United Kingdom, the United States of America, Uruguay, and 
Yugoslavia. 

2 Procedure of Validation and Licemz'ng 
Approximately same criteria is applied for validation and licensing. Judgement on 
whether or not the investment in question exert any adverse influence on the Japanese 
economy is most important.

' 

In order to obtain validation under the Foreign Investment Law, a foreign investor 
mus‘t submit an application form, through the Bank of Japan, to the competent ministers, 
1.6., the Minister of Finance and the minister having jurisdiction over the business 
carried on by the company issuing the stocks in question. The application form should 
be submitted by the foreign investor or his proxy. The competent ministers examine the 
application and grant validation if they consider that the investment is in conformity to 
the criteria. Although minor cases are not)submitted to the Foreign Investment Council, 
the competent ministers must, in principle, hear the opinion of the Council before grant— 
ing validation. The Foreign Investment Council is attached to the Ministry of Finance. 

In order to obtain a license under the Foreign Exchange Law, it: is necessary to submit 
an application form, through the Bank of Japan, to the Minister of Finance. Either the 
transferor or transferee of the stocks may apply for the license. Non—residents acquiring 
stocks make application ordinarily. Except for minor cases, the application is submitted 
to the Foreign Investment Council after being examined by the minister having jurisdic— 
tion over the industry. 
When the capital is later increased in relation to the investment once validated or . 

licensed, 21 new validation or license is required for acquisition of new stocks. Simplified 
procedure is applied to such acquisition. - 
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2 Branches. - 

Direct investment through branch operations is now regulated under an amendment to 
V 

the control system made effective on July I , I 965 .
' 

When a foreign enterprise wants to establish a branch, factory or other business oflice 
in Japan and carries on business in Japan through such office, the enterprise must submit 
to the competent ministers including the Minister of Finance a report setting forth such 
establishment. This iepdrt should be submitted through the Bank of Japan. 
The aim of this system is to regulate the investment of this kind at the entrance into

' 

Japan, and to authorize the remittance abroad of the profits and the capital in future with 
regard to the foreign investment thus screened at entrance. 
A license‘under the Foreign Exchange Law is required for the remittance to the branch 

from its principal. The new system is designed to be managed so that the license may be 
automatically granted up to an amount specified, as a result of the examination of the 
business plan and the financing plan which are contained in the above-mentioned report. 

If these plans are modified substantially, a report must be submitted to the competent 
ministers who examine the modified plan and decide Whether or not it is to be authorized. 

In 'addition, the branches established under the above report system and the branches 
having already been set up in Japan before enactment of this system are required to 
submit periodical reports on the situation of business activities carried on in Japan. 

_ 

Thus, for the purpose of controlling the branches in Japan, the report system requir- 
ing a report of establishment and periodical reports and the licensing system regulating 
remittance to the branch office from its principal are managed integrally by the control 
authority. ' 

The above regulations are administered solely on the basis of the Foreign Exchange 
Law, and the criteria applied by'the authority is the same as that for subsidiary. 

A N N E X
V 

OUTLINE OF THE MAJOR TAXES IN JAPAN 
NATIONAL TAX 

(1) [meme Tax (Individual Income T ax) 
The national income tax is applicable to individuals. The tax rate ranges from 8% on 
taxable income not exceeding 100,000 yen to 75% on taxable incomé above 60,000,000 
yen. A basic exemption of I 30,000 yen is allowed to the taxpayer. In addition, an exemp— 
tion for spouse (120,000 yen), for dependents (for 'each _13 years old or over 50,000 yen, 
for each under I 3 years 50,000 yen) are allowed-Any casualty loss, medical expenses, 
social, life Or casualty insurancé premiums incurred or payable by a taxpayer are deduct— 
ible subject to/ certain limitation for the income tax purpose. Income tax revenue in 1965 
budget totaled 989 billion yen, or about 28.2% of national tax revenue. 

(2) Corporation Tax ( Corporate Imome Tax) 
~ Japanese corporation tax is levied under the Corporation Tax Law as distinct from the 
Income Tax law. Ordinary corporations such as joint stock companies, limited companies, 
partnerships, cooperative associations, foundations and non-juridical organization 

* carrying on continuous profit making activities, are liable for corporation tax; 
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In computing the corporation tax, income is divided into income “earmarked for 
dividend” and “other income”. Each of the two classes of income is divided into income 
of not more than 3,000,000 yen and income over 5,000,000 yen per year. The two brackets 
of ificome “earmarked for dividends” are taxed at the rates of 220/0 and 26%, and the two 
brackets of “other income” are taxed at the rates of 3 I % and 37%, respectively. 

, Corporation tax revenue in 1965 budget reached 1,036 billion yen, or abbut 29.5% of 
national tax revenue. ' 

(3) Inheritame 2’?’ gift taxex 
Inheritance tax is levied at progressive rates on the total value of the estate less liabilities 
of all properties acquired through inheritance or bequest. Excluded from the tax- base 
are properties acquired by charitable and public welfare organizations, life insurance 
proceeds to an heir up to 1,000,000 yen, and retirement allowances up to 500,000 yen for 
each statutory heir. Taxes are not imposed on estates the value of which does not 
exceed 2,500,000 yen plus 500,000 yen for each statutory heir, or on estates the taxable 
value of which does not exceed 700,000 yen for each statutory heir or 400,000 yen for, 
each legatee. 

Gift tax is levied at progressive rates after a basic exemption of 400,000 yen on proper- 
tie§ acquired by gift during the period of a year. 

(4) E xrz'xe T axe; - 

(1) Liquor tax is levied as a specific duty on the quantity of liquors shipped or 
delivered from the manufacturing or bonded area. For certain classes of expensive 
liquors, an ad valorem duty system was adopted in 1962 under which the tax base is 
manufacturer’s selling price or the price as received from a bonded area.‘ 

(ii) Commodity tax is levied on manufacturers, recipients of goods from bonded 
areas, or retailers of 60 commodities classified as follows:

' 

Class 1. Taxes are levied on the basis of the retailer’s sale price at flat rates of 20 
percent on jewelry and furs, and ID percent on articles for household decoration and 
similar valuable goods.

‘ 

Class 2. Taxes are levied on the manufacturer’s sales price or the price at receipt 
from bonded area, at flat rates of 40 percent on large' size passenger cars, yachts, 
golfing goods, higher priced clocks and Watches, etc., at 50 percent on ordinary 
passenger cars, air conditioners, television sets, etc., and at 20 percent on cameras, 
playing-records and furnitures, IO percent, and 5 percent on certain durable goods, 
cosmetics, etc. - 

Class 3 . Taxes are levied as specific duties on matches and soft drinks. 
(iii) Sagar excite tax is levied as a specific duty per kilogram of sugar and various sugar 

products shipped or delivered from the manufacturing or bonded areas. 
(iv) Gamlz‘ne tax and Load road tax are specific duties per kilolitre of gasoline shipped 

from refineries or delivered from bonded areas. The two taxes are collected together 
at the same stage, and the yields of local road tax are distributed to local govern- 
ments on a statutory basis. The rates are 24.300 yen per kilolitre for gasoline tax and 
4.400 yen per kilolitre for local road tax. 
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(5) T mmaction T axe: ' 

V 

' 

r - .7 

(i) Regin‘ratz'on tax is levied by various rates at registration of real property, ships, and 
industrial ownership of incorporation or increases in capital of commercial com—_ 

\ panics, of patent rights, trade marks, etc., and registration by lawyers, doctors, ' 

accountants, etc. » 

(ii) Stamp dutie: are imposed on persons who prepare deeds, bills of exchange, stock 
subscription certificates, etc. Except for a few minor items, taxes are levied at 
progressive rates according to the value stated in the deed. - 

(iii) Semritz'e: tramam'om tax is levied at flat rates on the transfer price of stocks, shares, 
bonds and debentures.

I 

LOCAL TAX 
(I) Prefectum/ Tamar 

(i) Prefectura/ inbabitgnlx tax - 

In the case of individuals, this tax consists of an annual peg capita tax of 100 yen and a 
progressive income tax of 2 percent .on incomes not more than 1,500,000 yen and 4‘ 
percent. on incomes over 1,500,000 yen. In the case of corporations, it consists of an 
annual per capita tax of 600 yen and standard rate of 5.5 percent on the amount of ‘ 

corporation tax. ' 

(ii) Enterprixe lax -

. 

In the case of individuals, this tax is levied at the rates of 3, 4 and 5 percent on income 
according to the kinds of business. In the case of corporations, it is levied on corporation 
profits at progressive rates of 6, 9, ahd 12 percent on income brackets under 1,500,000 I 

yen, between 1,500,000—3,ooo,ooo yen, and over 5,000,000 yen, respectively. A flat rate 
of I .5 percent is applied to insurance company premium income determined by deducting 
from premium received the amount of reinsurance premiums paid and an estimated 
amount for insurance benefits, 

V 
Motor whit/e tax is levied annually in the form of a specific tax according to size ' 

and use of motor Vehicle. . 

(iv) Realproperz‘} acquixz'z‘z'on tax is levied on persons purchasing land or a house at a 
_ 

flat rate of 3 percent of appraised value. Deductions from appraised value are allowed if 
property is acquired for residential purposes. _~ __ r I H 

(V) Light oil delivery tax is levied on light Oil received from a retailer at the rate of 
15,000 yén per kilolitre. 

(2) Municipal T axe: \ 

(i) M unitz'pa/ inhabitant lax 
This tax is levied at the ‘city, town, or village level at progressive rates ranging 2 to 14 
percent on the income of individuals with a per capita tax ‘of 200 to 600 yen; it is also 
levied on corporations by a standard rate of 8.4 percent on the amount of corporation tax

_ 

together with a per capita tax of 1,200 to 2,400 yen. ' 

(ii) Property tax is levied at a standard rate of 1.4 percent on lands, houses, as well 
is tangible business assets depreciable for incbme or corporation tax purposes. 

'
|

r



TAX HARMONISATION IN A FEDERATION 
THE‘1965 BUDGET IN MALAYSIA 

by 
H.W. T. PEPPER 

I. There have been refreshing signs of a tendency to federation among developing 
countries in recent years. An outstanding example was that of Malaysia, the federation 
of Malayan States to which Singapore, Sabah and Sarawak were added in September 
I 963 and this was followed by Tanzania, the union of Tanganyika and Zanzibar, in 1964. 
2. Such movements have almost everything to be said in their favour. Few developing 
countries are large enough to, be able to bear the full cost of defence if seriously threaten- 
ed by an agressor. Some smaller countries find the cost of diplomatic representation in 
other countries and of representation at the United Nations :1 material drain on resour- 
ces. These and other expenses are among those which will be spread more Widely and 
therefore be less burdensome under a federation. - 

3. The economic advantages of federation include the removal of inter-state trade 
barriers and the enlargement of the market for local manufactures. The size of the 
market is a factor in the attraction of foreign capital to set up new industries and the 
modern tendency for the formation of a common market between countries which are 
not linked politically is clearly even more likely to flourish when there is political federa- 
tlon. 

4. One problem in a ney—formed federation is the necessity for harmonising differing 
direct and indirect tax structures in the units of the federation. There are bound to be 
differences in the impact of taxes in what were previously separate countries. 
5 . The following notes relate to the position in Malaysia where the process of harmonis— ' 

ing disparate tax systems has begun. ' 

6. ‘The I4 States which comprise Malaysia include 3 free trade areas (the islands of 
Singapore, Penéng, and Labuan) where, broadly speaking, duties are limited to tobacco, 
alcohol, and petroleum. Apart from problems of smuggling the situation therefore exists 
that part of the population of Malaysia is largely free of import duties. Export duties on 

7 
exports of tropical produce (especially rubber) and minerals form an important part of 
the Federal revenue and these duties vary in the different States. 
7. Direct taxes, especially income tax on individuals, also varied considerably before 
the 1965 Budget, the top effective personal income tax rate being 55% in Singapore, 45% 
in the States of Malaya, 40% in Sabah and 10% in Sarawak. The corporation income tax 
rate Was 40% in each State with a credit being given to the shareholder in Malaya, 
Singapore and Sabah for the tax paid on the income out of which his dividend was 
derived.’Sabah, however, granted a “deferment” of 20%, in respect of profits not 
distributed by taxing corporate incomes at 20%, a further 20% being charged on subse- 
quent distributions from such income. EEectively therefore, profits “permanently” 
ploughed back would never be taxed at more than 20%. 
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8. Another substantial difference in the impact of income tax arose because Sarawak, 
apart from its low top personal rate, had a schedular system where different types of 
income were taxed diflerently and there was not full aggregation of the income of indivi- 
duals. 

9. In Sabah, although the top personal income tax rate of 40% was reasonably “in 
line”, a feature of the rate structure was that large 'slabs or bands of taxable income were 
_chargeable at 3%% and 5% respectively. Accordingly the income tax burden on the 
middle class was a very light one. 
10. The effect of the “deferment” in respect of companies in Sabah was to encourage the 
corporate form of enterprise. In Sarawak by contrast there was a strong discouragement 
in that corporations were taxable at 40% and individuals at a flat rate of 10% on their 
profits. 

II. The effect was that in Sarawak large enterprises avoided corporate status while in 
Sabah even comparatively small businesses tended to incorporate. 
12. It is generally accepted that a tax system should be as even as possible in its impact 
within a federation so that economic development is influenced only by economic 
considerations and not distorted by differences in the tax burden other than specific 
incentive legislation. 

13. Political considerations are however involved whenever the integration of tax 
systems increases the tax burden of a particular region or community. It is clear that 

' increases must be involved because if all levelling were done by deéreasing the taxes in 
the higher taxes regions it is unlikely that the Budget would balance. 
14. Provisions for consultation with the State Governments in Singapore, Sarawak, and 
Sabah concerning certain aspects of tax changes were therefore written into the agree— 
ments connected with their joining Malaysia. Moreover Sabah and Sarawak were given 
a guarantee that tax adjustments would be made in graduated stages. In Singapore’s case 
the most important tax changes on which there was to be consultation would clearly be- 
those connected with the application of tariffs—the ultimate object is that a common 
market should replace the mixed structure of State tariffs and free trading areas. 
I 5 . In the context of the background, sketched in above the 1965 Budget of the Federal 
Finance Minister, Mr. Tan Siew Sin, is worth study as an exercise in harmonisatipn 
requiring both fiscal soundness and political courage. 
16. The nettle of income tax inequalities has been firmly grasped by converting the 
Sarawak system from a schedular to a unitary system and establishing throughout 
Malaysia a uniform scale of tax rates and personal reliefs. This incidentally has been of 
considerable benefit in Sarawak to small businessmen with dependants, and small 
partnerships. These persons who previously paid tax at 10%, after a basic abatgmént, now 
receive substantial personal reliefs and lower starting rates ‘of tax as well as a 40% rebate 
(see paragraph I 8) and accordingly achieve material decreases in their income tax liabili- 
ties. In contrast the top rate of personal tax for wealthier taxpayers has been increased 
from 10% to 50% subject to the rebate referred to below. 
I 7. In the case of both the lower income-taxed regions, Sabah and Saréwak, the personal 
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reliefs for an individual and his wife have been left on a higher plane than the reliefs in 
Malaya and Singapore but on the other hand the limited earned income relief allowable in 
Malaya and Singapore has not yet been extended to Sabah and Sarawak.

‘ 

18. In addition the new Malaysian scale of income tax rates has been abated in Sabah 
and Sarawak by a 40% discount from tax on the first $50,000 of taxable income. The 
top personal income tax rate which varied regionally from 10% to 5 5% before the Budget 
has been standardised at 50% throughout Malaysia.

' 

19. The result of these changes is the achievement of complete harmonisation in personal 
income tax between Malaya and Singapore, and, at the lower level referred to above, 
between Sabah and Sarawak. 
20. The 20% tax deferment on corporate income in Sabah has been repealed so that 
corporations are now taxed at the same rate throughout Malaysia. 
21. The total effect of the changes has been to establish a reasonably level platform from 
which future changes can be made evenly throughout Malaysia. 
22. > Although the income tax changes will produce some $15 million extra revenue there 
is clearly a limit to What increases in rates alone will achieve. The Minister of Finance has 
announced his determination to see that tax evasion is firmly tackled and a good deal 
has been done, including the employment of expatriate experts to train local staff, to 
cope with this universal problem. 
The buoyance of income tax revenue moreover is traditionally based on a healthy 

developing economy producing increasing profits and hence a natural increase in income 
tax yield. Diversification into new crops and into manufactures is being promoted in 
Malaysia, the latter partly by the provision of pioneer tax exemptions. As new crops 
come to maturity, and exemptions gradually run out the companies concerned will 
become new contributors to tax revenues. 
2 3 . A Bill introduced in March 1 965 has effected a large measure of standardisation of the 
tax holiday provisions for pioneer industries, the maximum period of exemption is now 
5 years and qualifying limits for expenditure on factories and machinery have been 
standardised for the purpose of extending the basic exemption (of 2 years) to 3, 4, or 5 

years. The amended provisions apply to Malaya, Singapore, and Sabah and are to be 
extended to Sarawak shortly. In addition it is planned to provide additional, alternative 
relief in the form of enhanced capital allowances later in the year. The consent of the 
Federal‘Govemment is necessary to the issue of pioneer certificates by the State authori- 
ties. 

24. Estate Duty, previously levied (under different laws in the various regions) at rates 
ranging at the maximum from 40% to 60% is now being imposed on the estates of per- 
sons dying on or after 1 st January, 1 965, on a common scale of rates rising to a maximum 
of 50%. The exemption limit has also been harmonised at the substantially increased 
figure of $25,000. 

, 25. A start has been made with the harmonisation of indirect taxes—increases have been 
made in some duties in other parts of Malaysia which were appreciably lower than in 
Malaya, and 2 Tariff Advisory Board has been set up to consider an initial list of goods 
for common market treatment. 
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26. An effective tax system normally relies on a fairly wise spread 'of taxes so that no 
single tax is too severe and none becomes subject to diminishing returns. This principle 
has been fully recognised in the 1965 Malaysian Budget*. Several new taxes have thus 
been introduced and will be the first fully “Malaysian” taxes applied under Federal laws 
from the outset and will supplement the revenue from existing taxes which, as mentioned, 
are not beigg subjected to heavy increases. 
27. Since there is a limit to income taxation the alternative is to tax transactions. This 
could be done by taxing particular items of consumption at appropriate rates dependent, 

' for example, on the degree of luxury, or by levying a general sales tax at a low rate. The 
former course would in the context of a newly formed Federation require a lengthy 
operation to fix suitable rates of tax-compatible with the existing commodity tax struc- 
tures of the member States. ' 

_
- 

28. Most luxuries are imported and are subject to customs duties which vary from State 
to State and in any event such goods are not objects of mass consumption likely to 
generate material revenue.

' 

29. The course was therefore chosen of applying a turnover tax at %% on the turnove 
of business generally with exemption, inter alia, for exports. ' 

30. For the purpose of administrative economy it was decided to use the income tax 
machinery to collect the tax which is to bé computed along with the income tax liability 
partly on the basis of information provided by the accounts rendered for income tax 
purposes. Turnover tax is deductible in computing profits for income taxation. 
3 I. The tax is incidentally expected to provide useful sidelights on income tax complian- 
ce. Traders will be asked to analyse their turnover between expOrts and local sales and 
the latter between sales to wholesalers, retailers and consumers. These analyses will 
provide data for checking the rate of profit declared for income tax purposes and at the 
same time furnish relevant information for future development of the tax. 
52. In announcing the turnover tax the Minister of Finance mentioned that he realised 
the tax might involve anomalies, as did most taxes, but that a flexible approach would be 
maintained in order to correct these as far as possible and that future development might 
be either on the multi—stage basis or as a single stage tax. Traders who found difficulty 
in paying the tax due in one sum would be given time to pay. 
53. Another new Malaysian tax is a 2% tax on payroll applicable to all businesses and 
professions Where the payroll 'exceeds $6,000 per year. To facilitate administration the 
tax is being collected by the national provident funds which already collect provident 
contributions monthly from employers in respect of their employees. ‘7 ‘ 

34. In acknowledgment of the graduation principle in regard to the taxétion of Sabah 
and Sarawak the Payroll tax will not be extended to those States until Ist January 1966, 
one year after the application to the States of Malaya and Singapore. 
35. The payroll tax is intended to provide a contribution to general Federal revenue, in 

*) This principle of fiscal policy was recently endorsed by Pakistan’s Finance Minister who in the 
course of an interview, reported in the Economist of 6th March 1965, said, “Our taxation policy aims 
at widening the net ragher than increasing the incidence. High rates do not necessarily produce high 
yields. We are careful in this country not to push taxation to the limit of decreasing returns.” 
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token of the Federal Government’s everincreasing expenditure on such social welfare. 
items as education and health, and is deductible in computing profits for income tax. 
36. A measure is to be introduced to equalisc the taxation of film réhtals in Malay'sia—at 
present a rental tax applies in Singapore and a footage tax in the States of Malaya. The 
new tax which will be based on rentals is intended to harmonise rather than raise 

material extra revenue although a moderate increase'is expected. 
37. Capital Gains taxation is to be introduced throughout Malaysia later in 1965. It has 
been announced that the tax will apply, at a maximum rate of 20%, to gains from assets 
acquired and disposed of after Budget Day, but: will apply also to assets acquired within 
the 10 years befqre Budget Day if disposed of after Budget Day and Within 10 years of 
acquisition. The tax rate applicable to pre—Budget acquisitions will be scaled down 
successively from 20% to 5% according to the length of time the asset is held. Where a 
taxpayer’s income tax rate is lower than 20% he may opt to have his income tax rate 
applied. 

,

’ 

38. Government has been Virtually compelled to introduce some form of capital gains 
tax because of the public spectacle of untaxed capital gains, especially those arising from 
real estate, being made in urban areas asa result of an increase in values, caused largely 
by the development expenditure of the Government, over a period when the cost of 
living has been remarkably stable. ' 

39. Apart from the effective exemption of disposals of pre-Budget assets where held for 
more than 10 years, an annual exemption of the first $5,000 of gains is to be granted so as 
to encourage equity investment by the small man and the growth of a share-owning 
democracy. Moreover no capital gains tax will apply on the disposal by a taxpayer of his 
residence. This latter exemption is in line with the Malaysian Government’s policy of 
encouraging house ownership which has also been marked by a measure of income tax 
exemption and by the raising of the exemption limit for estate duty. 
40. Malaysia’s 1965 Budget is\a token of the country’s firm intention to pay for its eco- 
nomic development by spreading the tax load without burdgning any sector too heavily 
and without diminishing the various incentives to industrialisation. 
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THE TAX CONVENTION BETWEEN SWEDEN AND ISRAEL 
IN RESPECT OF DEATH DUTIES . 

by 
STEN F.W. BILLE 

and 
DR. ERNST W. KLIMOWSKY 

I. INTRODUCTION 
In order to arrange the avoidance or relief of double taxation of income and capital 
arising out of the steadily increasing economic and commercial relations between Sweden 
and Israel, an agreement was signed between the two countries on December 22, 1959, 
for the avoidance of double taxation with respect to taxes on income and capital. This 
agreement entered into force on June 3, I 960, and has been commented on in Publication 
No. 16 of the International Bureau of Fiscal Documentation. 
A similar arrangement has now been made in the field of death duties by the conclusion \ 

of an agreement hem/em Sweden and [47a for Me avoidance of double taxation wit/2 reypekt to
_ 

deaf/J dutiex, signed on May 15, 1962, and entered into force on February 7, 1965. 
‘It shall be effective in the respect of the estates of persons dying on or after the Ist of 

July‘ 1961. 
The purpaxe of tbz‘x agreement is to state the principles fora solution of the double taxation 
arising when the estates of a person, resident at the time of his death in Sweden or in 
Israel, are subject to both the Swedish succession duty and the Israeli estate duty. In 
such a case a conflict arises, due to the collision of the‘different types of rules of the 
national. systems of taxation. 
The above mentioned two duties are the prexem‘ mbjm‘ of tbi: agreement, which is also 

applicable to any other taxes of a substantially similar character, imposed in Sweden or 
Israel Subsequent to the date of signature of this agreement. T be object of MA" agreement 
is limited to the estates of those persons, who at the 'time of their death were residents of ' 

Sweden or Israel. » 

A short survey of the nature of the two duties subject to this agreement might give the 
reader a valuable background to the double taxation which might arise by the levying of 
the said duties on the same estate. 

2. THE SWEDISH SUCCESSION DUTY 
(KF om div/meat! Mb gé'I/oxkatz‘, 6 juni 1941 (SET 1941/416) cited here below as AG 

This duty is the only death duty at present in force in Sweden. It is a legacy tax levied at 
progressivé rates on the amount received by each beneficiary without regard to the value 
of the whole estate; its amount varies both with the value Of the property received and 
with the degree of the legatee’s relationship to the decedent. 

Disputes in matters relative to the imposing of this duty are brought Before the local 
court which has jurisdiction over the‘estate. Appeal from a decision of this court must 
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be made to the intermediate court of appeal (bovrdtz‘en) Within three years from the time 
the lower court determines the amount of the duty. Final appeal goes to the Supreme 
Court (bo‘gJ-ta Janina/en) and must be made Within four weeks (AGF §60). _ 

The su'ccession duty is payable on the receipt of property, whether located in Sweden 
or abroad, left by a person who at this death was either a citizen of Sweden (Whether 
or not 21 resident) or a resident of Sweden (Whether or not a citizen). A resident according 
to Swedish law is in this case one who at the time of his death had his real dwelling and 
home in Sweden. In addition anyone who, regardless of residence, was making a perma- 
nent sojourn in Sweden at the time of his death will be treated as though he has been a 

resident (AGF §4(2)). In the case; of propergy left by a nonrefldentforezgner, the benificiary is 
taxed only on certain property located in Sweden on the decedent’s death. Property 
which is deemed to have its situs in Sweden is: v 

1. Real property in Sweden or the right to receive rent or other benefits from such 
‘ property; 
2. Movable property not included in item 1., which is part of the capital or assets of a 

business activity carried on in Sweden by the decedent, such as machinery and 
equipment, raw materials, inventories and similar assets, mining rights, patents and 
copyrights, and capital in the form of cash, bonds, bank deposits, loans, shares in 
corporations, and interests in economic associations and partnerships; 

3. The right to use or enjoy any property Listed in item 2., including any right to a 
royalty or other periodic receipt from such property; 

4. Shares in Swedish’corporations, or interests in Swedish economic associations or 
partnerships even if they are not comprehended in item 2.; that is even if they are 
net assets of business being carried on in Sweden by the decedent. Shares in a Swe- 
dish corporation, owned by a nonresident alien merely as an investment and not 
as part of a business he is carrying on in Sweden, are thus subject to the succession 
duty on his death even if bequeathed to a nonresident alien. 

The suécession duty is levied against the person or institution receiving the property 
(AGF §2), whether or not that person is a resident or citizen of Sweden. He is taxed on 
the value of his share of the estate (AGF $10). Only the national government (but not 
the King or members of the royal family or local governments) and certain Swedish 
patriotic and charitable institutions are exempt from the tax (AGF §3). The Swedish 
organizations in question are those set up to strengthen the defence of the country, to , 

further scientific education or research or to further the care and education of youth or 
’the care of needy, aged, sick or disabled persons. In the latter case the exemption will be 
denied if the purpose of the organization is to benefit members of certain family or 
families or foreigners residing abroad. In no case can a foreign organization qualify for 
ex‘emption, nor can any organization whose purpose is to benefit the economic interests 
of its members. ' 

' 

‘

’ 

Foreign diplomatic and consular personnel in Sweden find their wives, children under 
eighteen years, and personal servants, who are not Swedish citizens, are not regarded‘as 
residents (AGF §4( - 

The succession duty is levied separately on each beneficiary’s 'share in the estate (AGF 

_ 
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§Io). Beneficiaries ‘are divided into four classes with a special rate' applicable to each. 
class. Within each. table the rates are progressive (AGF §28). 
Treaties for the elimination or mitigation of double taxation in connection with succes— 
sion duties are expressly authorized (AGF §7I(I)).

' 

5. THE ISRAELI ESTATE DUTY 
The estate duty law (Amendment no. 5.), published in Books of Laws or_1 August 7, 
1964, although called an} amendment, practically replaces the previous law of 1949 with 
the two Amendments of I95 6 and 1957. While the Israeli income tax‘ law still adheres to 
the principle of the geographical source of income the estate tax follows the systém of 
residence, implying that the world wide estate of a permanent resident of Israel is liable 
to Israeli estate duty while the‘ estate of a nonresident is liable only' in case it is situated 
within Israel. Every heir is liable to tax on his share in the estate and the administrator 
of the estate is liable for the tax of the whole estate. The same principle applies to persons 
having possession of the whole estate or ény part thereof Without being heirs. The object 
of taxation is the net residue of the estate; that is the estate after deduction of the general 
and personal allowances. 

The general allowances are to be subdivided as follows: 
a) General exemptiom. 

These are goods or property which were dedicated by the deceased to the State of 
Israel, a local authority such as a municipality or a village (it a district council, the 
Jewish National Fund (Keren Kayernet Le’Israel, Keren Heyssod, the Joint Appeal 
for Israel, an institution of higher education confirmed under the Law of the Council 
for Higher Education, 195 8, or to an institution for the purposes of religion, culture, 
éducati‘on, science, health, public welfare or sport which has been confirmed for such 
exemption by Minister of Finance with the consent of the Finance Committee of 
the legislative body (Knesset); furtbermore property which was dedicated by the 
deceased to a public institution privileged under the Income Tax Law, viz. a national 
fund or public institution such as a benevolent fund approved by the Income Tax 
Commissioner, provided, however, that the property so\ dedicated to the funds and 

‘ institutions privileged under the Income Tax Law should not exceed 50% of the 
Whole value of the estate; . 

there are furt/yermore generally exempt the furniture and household utensils which 
were transferred by the deceased to his spouse or his children before his death or 
which were conveyed to them on the death of the deceased; 
fart/Jemima religious utensils, manuscripts, books, scientific collections, pictures and 
works of art which the deceased did not keep for the pfirposes of sale or lease and 
which were donated by the deceased or his heirs without consideration to a public 
institution privileged under the Income Tax Law. It those last-mentioned utensils and 
literary, scientific and artistic pieces of property had been left in the possession of the 
heirs and not been sold within five years from the day of the deceased’s death and, as 
far as pictures and works of art are concerned, their value does not exceed IL 1 5,000.—. 
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b) Experim. 
The next item of general allowances are four categories of expenses, viz. those for 
the funeral and the tombstone and the performance of prayer and other religious 
ceremonies, the debts of the deceased which were not cancelled by his death and 
which include the marriage obligation under the Jewish law, but with the exclusion 
of the sometimes considerable duty to pay maintenance to the widow and small 
children, out of the estate. This is of practical importance because by the exclusion 
of the maintenance obligations, the value of the estate is artificially enhanced for 
estate tax purposes. 

c) Fem. 
The next item in the deductible expenses are the transfer and registration fees for 
immovable property which were paid for the transfer of gifts allowed under the 
Estate Tax Law. 

d) Adminiylmz‘z‘ofl. 
The next and final item are the expenses for the administration of the estate inasmuch 
as they are confirmed by the Court. 

With regard to the exclusion of debts of the deceased, there is one qualification relating 
to a non—resident deceased whose creditor was also a non-resident. Those debts cannot 
be deducted from the estate assets unless the deceased had mortgaged specific property 
in favour of the non—resident creditor; only if that non—resident creditor could prove 
to the Director of Estate Tax that the assets of the non-resident deceased outside Israel 
are insufficient in order to cover his debt, then deduction of such part of the debt from 
the estate situated in Israel would be allowed, as would be necessary in order to cover the 
remaining debt. On the other hand, if estate property situated outside Israel (and this 
would apply to the estate of a non-resident of Israel) cannot be transferred or taken out 
of the place where they are ‘01: there are restrictions in that respect, then those assets will 
not be taken into account for the valuation of the estate until the prohibition or restric- 
tion relating to them will have been removed. 

If the estate belonged to a person who had made in Israel an approved investment in 
foreign currency, irrespective of whether the deceased at the time of his death had been a 
resident or a non—resident: of Israel, the value of his estate should not include any proper- 
ty which was owned by him at the time of his death. The same applies to foreign currency 
which the deceased had legally transferred to Israel, While he was a non-resident or after 
he became a resident, if that transfer was made within seven years from the day on which 
he became a resident. The same applies to property acquired by the deceased with 
legally disposable foreign currency and also to property of a person who became a 
resident after the establishment of the State of Israel (May 15, 1948) and which was 

‘ outside Israel at the time of his death, if that property had been owned by him immediate- 
ly before he became a resident or, if acquired thereafter, was acquired in exchange for 
property previously owned by him or with the profits of such property. There is the 
further possibility of exemption from estate duty for property acquired with foreign 

256



STEN BILLE/ D’R. E.W. KLIMOWSKY- 

currency, that is if the Board of the Investment Authority had granted an exemption. 
The property exemptions are supplemented by the amount of IL I0,000.—‘ as such 

and, in the case of a deceased who died as a result of enemy action, by an additional 
amount of IL 15,ooo.—. 

The peréonal allowances consist of three categories: . 

The first are IL 25,ooo.~ for the surviving spouse, even if a divorce had taken place 
before the death of the deceased. As such spouse is also considered a person who, 
without being legally married to the deceased, was known asi?having lived with the 
deceased at the time of his death under marriage~like conditions and had not been legally 
married to another person. ' 

The second category are children of the deceased, and their allowance is IL 15,ooo.—, 
if the child had not completed his 22nd year, and thereafter IL 10,000.—. If the child is 
unable to support himself, the amount of his allowance is IL 32,500.—. 
The third category are the parents of the deceased whose allowance is IL 5,000.— for 

each of them, if the deceased had been entitled to a maintenance relief under the Incdme 
Tax Law which means that he had supported and maintained them. 
On the other hand, the estate property has under the new law been either extended or 

at ‘l‘east so determined as to exclude, as far as possible, attempts to evade the full tax 
rate by contrivances. For that purpose, the estate property will include such items which 
are in joint ownership by the deceased and another person, who is not his spouse, if it 
was agreed that at the time of the death, that property should fully belong without con- 
sideration to that other person. Joint ownership exists if there is a possibility that Each 
of the participants could dispose of that property as if he were the only owner thereof. 
Also assets which were transferred by the deceased without consideration to another 
person so that the ownership should be bestowed on that other person at the death of 
the deceased or at any date connected with that death which was determined by the 
deceased. Also included in the estate are assets which were transferred by the deceased 
Without consideration to another person within five years of his death, and the property 
had been conveyed to that person immediately. Exceptions to the above rule are 
marriage gifts (not to an exorbitant degree) to the children of the deceased, as well as 
other gifts which are not exaggerated under the economic conditions of the deceased; 
and gifts made by the deceased to a public institution recognised under the Income Tax 
law. . 

Very important is the inclusion in the estate property of amounts paid under an 
insfirance policy or labour agreement or by a pension‘funi‘d or a benevolent fund, or 
premiums or other amounts paid from the assets of the deceased. The re-exemption to 
that are payments made to the_ spouse,- the children and their descendants, the parents 
and a person maintained by the deceased, if it cari be proved that the premiums or other 
payments made for that purpose by the deceased did not aimed a reasonable amount 
under the economic conditions in which the deceased lived. 
Also included in the estate are such assets as actually were'out of reach of the deceased 
because they were under the disposition of the Public Administrator under the Tranding 
with Enemy Ordinance, 1939, the Law of Absentee Persons of 1950, the Law of German 
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Property I 9 5 o, and the Public Administrator delivered them to the heirs of thé deceased. 
If some property had at the time of thedeath of the deceased, belonged to the deceased 

and his spouse in undivided parts, then the surviving spouse is considered to be the 
owner of half of that property.

. 

The rates of estate tax are as follows: 
On any part of the first IL 35,000.— of the net residue value of the estate 5% 
On the next IL 35,000.— 10% 
On the next IL 4o,ooo.— 

> 

4 15% 
On the next IL 45,ooo.- - 20% 
VOn the next IL 45,ooo.— . 25% 
On thevnext IL 50,000.— V , 30% - 

On the next IL 50,000.— 35% 
On the next IL 100,000.— 40% 
On the next IL 100,000.— 45% 
On the next IL 250,000.— 50% 
On the next IL 250,ooo.~ 55% 
On any subsequent amount 

I 

‘ 60% 

Double taxation relief is being granted by giving a tax credit for estate tax payed on estate 
property which the deceased himself had inherited during the last seven years before his 
death and on which estate tax had been paid, and if the deceased died after the seven 
years, I / 5 of the previously paid estate taxis being given to him as a credit for every year 
preceding the seventh year, in which he himself had inherited estate property on which 
estate tax had been paid. 
An extensive system of obligations to submit returns and information to the Director 

of Estate Duty, as well as prohibitions to dispose of estate property before payment of 
estate tax, including the prohibition to open “safes” in banks, as well as detailed provi— 
sions for penalties are intended to secure the observance of the Provisions of the new 
law.

\ 

4. THE SWEDISH-ISRAELI DOUBLE TAXATION AGREEMENT 

The allotment of the right of taxation between Sweden and Israel in order to avoid 
double taxation with respect to the above related death duties, is in the agreement based 
on the same principles in force in those agreements which Sweden has already concluded 
iri this field with several European countries. 
Thus the right to tax immovable property of an estate shall be assigned to the State 

where the property is situated. The same will apply to accessories thereto as well as 
usufructs over and other like interests therein, inclusive of rights to royalties for the 
use of immovable property. (Art. IV (I), (2), ' 

If duet: empltyed in a buxifleu or liberal profusion or in my agricultural or foray)! enterpriye 
are attributable to a permanent establishment, i.e. an oflfice, a branch, a factory, a work-

V 
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shop, a farm or a forest, situated in Sweden, they shall be taxed only in Sweden .to the ‘ 

Swedish succession duty. (Art. 
Share; in ajaz'm‘ stack 0772194791, incorporated under the laws‘ of one of the territories, 1.6. 

Sweden or Israel, making par; of the estate of the decedent, shall be subject to duty only 
in that territory in which the company is incorporated. (Art. 

Assets not dealt with in Articles IV, V, and VI shall be subject to duty on]? in the 
territory in which the deceased person was resident at the time of his death. (Art. VI 
If any doubt arises as to the territory in which a deceased person shall be deemed to be 
resident, or if such person is deemed to have been resident in both territories, the 
question of residence shall be settled by arrangement between the competent authorities 
Le. the Minister of finance, or his authorized representative, in Sweden or Israel respec- 
tively. If so, the authorities shall take into consideration in which territory the deceas- 
ed’s personal and economic interests may be considered to have been centred, or, if 
this cannot be decided, his nationality. (Art. VII 

Imz‘z'tutz'am and organization: established in one of the territories mainly for religious, 
educational, cultural, charitable, social welfare or other like purposes for public benefit 
shall not in the other territory be subject to other or more burdensome duties than 
institutions and organizations established in that other territory for the same or similar 
purposes. (Art. IX); This provision of the agreement applies, as far as Sweden is con— 
cerned, directly to the Swedish rules (AGF §71), which provides for exemption of the 
Swedish succession duty or an imposition of that duty at a lower rate for foreign institu- 
tions or organization in certain cases (KK. March mi 1963 about the application of an agree- 
ment com/uded on May I 5, 1962, between Sweden and Israel for the avoidance of double taxation 
with rexpecl to death Julia). 

This Royal Decree (SFS 1963/34) fixes the procedure in all cases XXI/here exemption 
from the Swedish succession duty is to be obtained owing to the provisions of the 
double taxation agreement. (Art. ‘ 

'An individual protection is provided for in the agreement (Art. XIII (1)), implying that, 
if it can be shown that action taken by the revenue authorities of the two territories 
results in taxation contrary/to the principles of the agreement, any person aggrieved by - 

such taxation shall be entitled to lodge a claim with the competent authority of the 
territbry in which the deceased person is deemed under the agreement to have been 
resident at the time of his death. If the claim is upheld, the competent authority of the 
last—mentioned territory shall take the necessary action to eliminate the taxation in ques- 
tion. 
An exchange of information between the Minister of Finance, or his authorized represen- 

tative, in Sweden or Israel respectively, shall upon request be made, when necessary for 
carrying out the provisions of this agreement or for the administration of statutory 
proVisions in relation to the duties which are the subject of the agreement. Any informa- 
tion so exchanged shall be treated as secret and shall not be disclosed to any persons 
other than those (including courts) concerned with the determination and collection of 
the Swedish succession duty or the Israeli estate duty. No information shall be exchanged . 

which would disclose any trade secret or trade process. (Art. 
The double taxation agreement has come into force on February 7, 1963, at which 

‘ 
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date the exchange of instruments of ratification has taken place in Stockholm. The 
agreement shall be effective in respect of the estates of persons dying on or after the 
Ist of July 1961. , 

Written notice of termination of the agreemefit may be given by either of the Contract? 
ing Governments before the thirtieth day of June in any year. If due notice is thus given, 
the agreement shall cease to be effective at the end of the calendar year in which the 
notice is given but shall continue to apply in respect of the estate of any person dying 
before the end of thatyear. 
The agreement can, however, not cease to be effective before the end of 1966, after 

duly given notice by either party before June 30, 1966. 

EUROPEAN TAXATION 
A monthly journal of articles concerning tax laws of european countries. 
Articles published in: 

Mai 196; ~iJ-me: 
Tax Harmony or Chaos? 
Comparative Analysis of Depreciation Allowances and Inventory Valuation in the 
Common Market 
Switzerland-Ruling of February 10, as to the Computation of the Federal Pauschalsteuer 
(Comprehensive Tax in Lieu of Income Tax) 
Recent Rulings and Decisions 

Annual Iubnription (including Tax New: Service) \ 

Europe: Dfl. 125.——~ Non-Europe: 35 42.50 

TAX NEWS SERVICE 
A bi-monthly loose-leaf news service reporting on current tax developments throughout 
the world. . 

News items which require more extensive discussions will be fugther treated in European 
Taxation or the Bullelin For International Final Dotumentation, Whichever is appropriate. 
The Tax News Service is intended primarly as an adjunct to European Taxation and will 
in fact be sent to all European Taxation subscribers as part of the subscription. Available 
to non-European Taxation subscribers at Dfl. 30.— per annum in Europe and US $ 10 
in non-European countries. I

‘ 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATISTRAAT 124, AMSTERDAM (c) — NETHERLANDS 
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WORLD TAX: REVIEW 

COMMON MARKET 
DOCUMENTS 

PROPOSITION D’UNE DIRECTIVE DU CONSEIL 
tomernaflt 

LES IMPOTS INDIRECTS FRAPPANT LES RASSEMBLEMENTS 
I DE CAPITAUX 

(Préxem‘ée‘par [a C ommz‘uz’on W C omez'l) 
— document 137/ Com (64) 526’ final, 14 décembre 1964 — 

Le Conseil de la Communauté Economique Européenne 
Vu les dispositions du Traité instituant la Communauté Economique Européenne, e; 

notamment 165 articles 99 Ct 100, 
Vu la proposition de 19. Commission, . 

Vu l’avis du Cornité Economique et Social, 
Vu l’avis du Parlement Européen, - 

Considérant que l’objectif du Traité est dc créer une union économique ayant ‘des 
caractéristiques analogues £1 celles d’un marché intérieur et qu’une des conditions essen— 
tielles pour y accéder est de réaliser la libre circulation des capitaux, _ 

Considérant que_ les impéts indirects qui frappent les mSSCmblements de capitaux, 
actuellement en vigueur dans les Etats membres, it savoir le aroit d’apport frappant fes 
apports en société et le aroit de timbre sur les titres, donnent naiSsance £1 des discrimina— 
tions, des doubles impositions et des disparités qui entravent la libre circulation des 
capitaux et qui doivent, par conséquent, étre éliminées par voie d’harmonisation, ( 

Considérant que l’harrnonisation de ces impéts frappant les rasserhblements de carpi—- 
—taux doit étre congue de sorte que les répercussions budgétaires pour les Etats membres 
soient limitées au minimum, v

. 

Considér’ant que la perception d’un droit de timbre par un Etat membre sur les tires 
des autres Etats membres introduits ou émis sur son territoité est contraire :31 la cbncep— , 

tion d’un marché commun ayant les caractéristiques d’un marché intérieur; qu’il est 
apparu, en outre, que le maintien du droit de timbre sur l’émission des titres nationaux 
d’emprunt, dc mérne que sur l’introduction ou l’émission st: 16 marché national 'd’un' 
Etat membre de titres étrangers n’est pas souhaitable du point de vue économique et 
s’éloigne, par ailleurs, dc l’orientéttion suivie par le droit fiscal des Etats membres dans ce 
domaine, 

Considérant que dans ces conditions i1 convient de supprimer le droit de timbre sur 1¢s 
titres, que les titres soient représentatifs tant dc capitau; propres de sociétés ‘que de 
capitaux d’emprunt et quelle que soit leur provenance, 
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Considérant que la conception d’un Marché commun ayant les caractéristiques d’un 
marché intérieur suppose que la soumission des capitaux propres rassemblés dans 'le 

cadre .d’unc société au droit sur le rassemblement des capitaux ne puisse intervenir qu’une 
seule fois au sein du Matché commun et que cette taxation, afin de ne pas perturber 1a 
circulation des capitaux, doit étre d’un niveau égal dans les Etats membres, 

Considérant, dés Iors, qu’il convient de procéder '21 une harmonisation de ce droit tant 
en ce qui concerns sa structure que ses taux, - 

Considérant que le maintien d’autres impéts indirects préSentant les mémes caracté- 
ristiques que le droit d’apport ou le droit de timbre sur les titres risque de remettre en 
cause les buts poursuivis par les mesures proposées ci-avant et que, dés lors, leur sup- 
pression s’impose, ' 

A arreté 1a présente directive: ~ 

ARTICLE I 

Les Etats membres pergoivent un droit sur les apports 2‘1 des sociétés dc capitaux, har- 
monisé conformément aux dispositions des articles 2 2‘1 9 inclus de la présente directive et dénommé ci-aprés droit d’apport. 

ARTICLE 2 

I Les operations sournises au droit d’apport sont uniquement taxables dans l’Etat 
membre sur le territoire duquel se trouve le siége de direction efiective de la société de 
capitaux au moment oil 36 produisent ces opérations. 
2 Lorsque le siege de direction effective d’une société de capitaux se trouve en pays 
tiers et son siége statutaire dans un Etat membre, les opérations soumises au droit d’ap- 
port sont taxables dans I’Etat membre oil sc trouve le siége statutaire. 

ARTICLE 3 

I Par société dc capitaux au sens de cette directive, i1 faut entendre: 
a les sociétés de droit beige, allemand, frangais, italien, luxernbourgeois et néerlan— 

dais, dénommées respectivement: 
— société anonyme, Aktiengesellschaft, société anonyme; société per azioni, 
société anonyme, naarnloze vennootschap;

_ — société en commandite par actions, Kommanditgesellschaft auf Aktien, société 
en commandite par actions, sociejcé. in acomandita per azioni, société en commandite 
par actions, commanditaire vennootschap 0p aandelen; 
— société de personnes é responsabilité limitée, Gesellschaft mit beschrinkter 
Haftung, société é responsabilité limitée, societé £1 responsabilité limitata, société '21 

responsabilité limitée; ‘ 

b toute société, association ou personne morale dont les parts sociales représentatives 
du capital on de l’avoir social sont susceptibles d’étre negociées en bourse; 

: toute société, association ou personne morale poursuivant des buts lucratifs dont 
les membres ont le droit de céder sans autorisation préalable leurs parts socialesh 
des tiers et ne sont responsables des dettes de la société, association ou personne 
'morale qu’é concurrence de leur participation. 
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2 Il faut égalernent entendre par société de capitaux toute autre société, association ‘ou 
personne morale poursuivant des buts lucratifs. Toutefois, un Etat membre peut ne pas 
les considérer comme telle pour la perception du droit d’apport. 

‘ ARTICLE4 
I Sont soumises au droit d’apport les opérations suivantes: 

a la constitution d’une société de capitaux; 
b 13. transformation d’une société, association ou personne morale qui n’est pas une 

société de capitaux en une société de capitaux; ‘ 

\ 1 

a l’augrnentation du capital social d’une société dc capitaux au moyen de l’apport dc 
biens de toute nature; 

I 

1‘ ' 

d l’augrnentation de l’avoir social d’une société de capifaux au moyen d’apport de 
biens de toute nature rémunéré non par des parts représentatives du Capital ou de 
l’avoir social, mais par des droits de méme nature que ceux d’associés, tels que 

_ 

droit de V0te,‘ participation aux bénéfices on an boni de liquidation;
' 

e le transfert d’un pays tiers dans un Etat membre du siége de direction ‘efl'ective 
d’une société, association ou personne morale dont le siége statutaire se trouve en 
pays tiers et quj est considéréc, pour la perception du droit d’apport, comme société 
de capitaux dans cet état membre; 

f 1e transfert d’un Etat membte dans Vun autre Etat membre du siége de direction 
effective d’une société, association ou personne morale qui est considérée, pour la 
perception du droit d’apport, comme société de capitaux dans ce demier 'Etat 
membre, alors qu’elle ne l’est pas dans l’autre Etat membre ; v 

'
- 

2 Peuvent étre spumises au droit d’apport les opérations suivante_s: v

. 

a l’augmentation du capital social d’une société de capitaux par incorporation dc 
bénéfices, reserves ou provisions; 

17 Pan mentation de l’avoir social d’une société de ca itaux au mo en de restations g Y 
efl'ectuées par un assoc1é qm n’entrainent pas une augmentatlon du capltal social, 
mais qui trouvent leur contrepartie dans une modification des droits sociaux ou‘ 
bien ui sont susce tibles d’au menter 1a valeur des arts sociales ' 

’
V 

[ I’em runt ue contracte une société de ca itaux si 16 créancier a droit '21 une uote— , ‘1 

part des bénéfices de la société; V V 

_ 

d l.’emprunt que contracts une société de capitaux auprés d’un associé, du conjoint ou 
~ d’un enfant d’un associé ainsi ue celui contracté au rés d’un tiers lors u’il' est , c1 

garanti par un associé, ‘a la condition que ces emprunts aient la méme fonction 
qu’une augmentation du capital social. ’ ‘ 

3 N’est pas une constitution au sens du paragraphs 1, a), une quelconque modification 
du pacte social ou des statuts d’une société de capitaux et notamment: »

I 

a la transformation d’une société de capitaux en une autre société de capitaux d’un 
type différent; 

‘ 

- 
' 

_
, 

k ‘16 transfert d’un Etat membre dans un autre Etat-membre du siége dc direction 
effective ou du siége statutaire d’une société, association ou personne morale qui

\ 
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est considérée, pour la perception du droit d’apport, comme société de capita'ux 
dans chacun de ces Etats membres; 

5 le changement de l’objet social d’une société de capifaux; 
d la prorogation d’une société de capitaux, pour autant qu’elle intervienne avant 

l’échéance du terms de cette société. 

v ARTICLE 5 

I Le droit est liquidé: 
a dans le cas de la constitution d’unc société de capitaux, de l’augmentation de son 

capital social et de l’augmentation de son avoir social, Visées é l’art. 4, paragraphs I, 
a), c) et d): sur la valeur réelle des biens dc toute nature apportés ou £1 apporter par 
les associés aprés déduction des obligations et charges supportées par la société du 
fait de chaque apport;

' 

b dans le cas de la transformation en société de capitaux et du transfert d1; siége de 
direction effective, visés £1 l’article 4, paragraphe I, b), e) at f): sur la valeur réelle 
des biens de toute nature appartenant :21 la société au moment de la transformation 
on du transfert, aprés déduction des obligations et charges qui pésent sur 6116 :21 

cc moment; 
I

' 

L‘ dans le cas de l’augmentation du capital social par incorporation de bénéfices, dé 
réserves ou de provisions, visée £1 Particle 4, paragraphs 2, a): sur le montant . 

nominal de cette augmentation; 
d dans le cas de l’augmentation de l’avoir social visée é. l’article 4, paragraphe 2, b): 

sur la valeur réelle des prestations effecmées aprés déduction des obligations et 
charges supportées par la sotiété du fair de ces prestations; ‘ 

e dans le cas d’un des emprunts visés é l’article 4, paragraphs 2, c) et d): sur le mon- 
t'ant nominal de l’emprunt contracté. 

2 Dans les cas visés au paragraphs 1, a), b) et c), 16 montant sut lcquel le droit est liquidé 
ne peut cependant étre inférieur 51 1a valeur réelle des parts sociales attribuées ou apparte- 
nant 32 chaque dssocié, ou bien au montant nominal de ces ‘parts sociales, si ce montant est 
supérieur é leur valeur réelle. r 

3 Le montant sur lequel le droit est liquidé en cas d’augmentation du capital social ne 
comprend pas:

_ 

— le montant des avoirs propres de la société de capitaux qui sont afl'ectés 2‘1 l’augmenta- 
tion du capital social et qui ont déjé été soumis au droifc d’apport ; 

— le montant des préts contractés par la société de capitaux qui sont convertis en parts 
dc capital social et qui ont déjz‘a été soumis au droit d’apport. 

ARTICLE 6 

I Chaque Etat membre peut exclure de la base imposable déterminée conformérnent £1 

I’atticle 5, le montant dc l’apport qu’effectue un associé indéfiniment responsable des 
obligations d’une société de capitaux, ainsi que la quote—part d’un tel associé dans l’avoir 
social en cas de transformation ou de transfert du siége de direction effective d’une société 
de capitaux. 

'

' 

244



WORLD TAX REVIEW 

2 Si un Etat membre fait application d; la régle prévue car 16 paragraphs précédent, sont 
ultérieurement sournis au droit d’apport :

' 

— le transfert du siege dc direCtion effective (16 la société de capitaux bénéficiaire dans un 
autre Etat membre qui n’applique pas cette régle ; ’ 

— toute opération par laquelle la responsabilité d’un associé est limitée '21 sa participation 
dans le‘ capital social, notarnrnent lorsque la limitation de la responsabilité tésulte ,' 

d’une transformation de la société de capitaux bénéficiaire en société de’capitaux d’un 
iypc différent. _ 

_

' 

Le droit d’apport est liquidé dans ces cas sur la valeur de la quote-part qui, dans l’avoir 
social, appartient aux associés indéfinirnent responsables des obligations de la société dc 
capitaux.

‘ 

A R T I C L E 7 N 

I LC taux du dIOit d’apport est de I0 .O 

2 Ce taux est réduit '21 0,5% en cas de constitution ou d’augmentation du capital social 
sous forme de fusion ou scission, pour les apports faits par la bu les sociétés de capitaux 
fusionnées, absorbées ou scindées ayant leur siége de direction effective Ou leur siége 
statutair'e sux le’ territoire d’un Etat membre au moment de la fusion ou de la séission. 
5 Sont également soumises au droit de 0,5 %:

I 

— l’augrnentation du capital social d’une société de capitaux qui est liée £1 une réduction
V 

corresp'ohdante du capital social d’une ou pltusieurs auttes socie’tés dc capitaux appar— 
tenant au méme groupe; I

‘ 

-— l’augmentation du capital social d’une société de capitaux qui est souscrite par' une 
autre société de capitaux appartenant au mémq groupé, si en we de cette souscription 
celle-ci a préalablement augmenté son capital social d’un’montant au mbins équiéa— 
lent et acquitté de ce fait le droit d’apport au taux plein. 

'

. 

Deux ou plusieurs sociétés de capitaux appartiennent 51 um méme groupe,»lorsque l’une 
d’elles posséde directement ou indirectement la totalifé ou la quasi-totalité des parts socia— 
vles des autres. -

\ 

4 Le taux peut étre réduit en cas d’augmentation du capital social visée £1 Particle 4, 
paragraphe I, c), faisant suite é une réduction de‘ capital social effectuée’ en raison des 
pertes subies. 

5 Lorsqu’un Etat rhembre fait usage de la faculté visée Ia l’article 4, paragraphe 2, le droit 
’ A \ . d apport peut etre pergu a un taux rédult.

\

v 

VARTICLE 8 

Un Etat membre peut exonérer totalement ou partiellement du droit d’apport leé 
opérations Visées :1 Particle 4, paragraphes I et 2, concernant:

I 

— les sociétés de capitaux qui fournissent des services d’utilité publique, telles que 
entreprises de transport public, de fournitures d’eau, dc gaz ou d’électricité et dont 
I’Etat ou d’autres collectivités territoriales possédent au moins la' moitié du capital 
social; 
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— les sociétés de capitaux qui, conformérnent ‘a leurs statuts et 51 leur gestion réélle, pour- 

suivent uniquement et directernent des objectifs culturels, dc bienfaisance, d’assistan- 
ce ou d’éducation. 

ARTICLE 9 

Certaines catégories d’opérations ou ‘de sociétés de capitaux peuvent faire l’objet 
d’exonérations, dc réductions ou de majorations de taux pour des motifs d’équité fiscale, 
d’ordre social ou pour mettrc un Etat membre en mesue de faire face '21 des situations 
particuliéres. La Commission autorise ces mesures par voie de directive, sur demande 
d’un ou plusieurs Etats membres et aprés consultation des autres Etats membres. Elle 
veille '21 sauvcgarder le bon fonctionnement du marché de capitaux. 

ARTICLE 10 
Sous réserve de la perception du droit d’apport, les Etats membres ne pergoivent en ce 

qui concerne les sociétés, associations ct personnes morales poursuivant des buts lucra- 
tifs, aucune imposition, sous quque forme que ce soit: 

a pour les opérations visées '21 Particle 4'; 
b pour les apports, préts ou prestations, efl'ectués dans 1e cadre des opérations Visées 

£1 l’article 4; 
c pour l’immatriculation ou pour toute autre formalité préalable é. l’exercice d’une 

aétivité, ’21 laquelle une société, association ou personne morale poursuivant des 
buts lucratifs peut étre soumise en raison de sa forme juridique. 

ARTICLE 11 
Les Etats membres ne pergoixient aucune imposition sous quelque forme que ce soit: 
a pour la création; l’émission, l’admission en bourse, la mise en circulation ou la 

négociation d’acfions, de parts 011 autres titres de méme nature, ainsi que de certi— 
ficats de ces titres, quel qu’en soit l’émetteur; 

b pour les emprunts, y compris les rentes, contractés sous forme d’émission d’obli— 
gations ou autres titres négociables, quel qu’eh soit: l’émetteur, pour toutes les 
formalités y afférentes, pour la création, l’émission, l’adrnission en bourse, la mise 
en circulation du 12, négociation de ces obligations on autres titres négociables. 

ARTICLE 12 
I Par dérogation aux articles 10 at I I , les Etats membres peuvent percevoir: 
a des taxes sur les mutations des valeurs mobiliéres, pergues forfaitairement on non, 

y compris les taxes pour l’inscription en bourse: 
b des droits de mutation, y compris les taxes de publicité fonciére, sur l’apport £1 unc 

société, association ou personne morale poursuivant des buts lucratifs, de biens 
immeubles situés sur leur territoire;

V 

t des droits dc mutation sur les biens de toute nature qui font l’objet d’un apport '21. 

um: société, association ou personne morale poursuivant des buts lucratifs, dané 19. 
t ‘ 
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mesure Oil 16 transfert de ces biens est rémunéré autrement que par des parts socia- 
les; ‘ ~

. 

d des drqits frappant 1a constitution, l’inscription ou la mainlevée dc priviléges ct 
hypothéques ; 

e (165 droits fixes £1 caractére rémunératoire ; \ 

’2 Les droits et taxes visés au paragraphe I sont les mérnes, que ‘le siége de direction ef- 
fective de la société, associaiion ou personne morale poursuivant des buts lucratifs, se 
trouve on non sur le territoire dc l’Etat membre dc perception. Ces droits ct taxes as 
peuvent non plus étre supérieurs £1 ceux qui sont applicables dans~ I’Etat membre dc 
perception aux autres opérations similaires.

\ ARTICLE 13 
Aprés consultation des Etats membres, 1a Commission peut arréter par voie de directive 
des dispositions concernant les modalités d’a’pplication des articles précédents. 

ARTICLE 14 
Les Etats membres mettent en vigucur les dispositions législatives, réglemehtaires et 

administrativés nécessaires pour se conformer aux dispositions de la ptésente directive 
dans un délai de 12 mbis suivant la notification et en informent immédiaternent la Coni- 
mission.

1 

ARTICLE 15 
Les Etats membres informcnt 1a Commission, en temps utile, pour présenter 568 6b— 

servations, de tout projet ultérieur de dispositions législgtives, réglementaires 011 ad- 
ministratives qu’ils envisagent d’adopter dans les ‘rnatiéres régies par la présente directive. 

ARTICLE 16 
Les Etats membres sont destinataires de la présente directive. 

EXPOSE DES MOTIFS — 

I Eqxe’généml . 

Une des conditions essentielles pour accéder £1 l’union économique prévue par le 
Traité de Rome est la réalisation d’une libre circulation des capitaux. En vue d’atteindre 
ce but et, notamment, pour arrive: 2‘1 1 ouverture des marchés financiers des Etats mem- 
bres et favoriser-leur interpénétratidn, plusieurs mesures d’ordre financier ont déjélété 
prises ou sont en couré d’élaboration. Sur 1e plan fisca'l, i1 convient de réaliser égalcment 
les conditions utiles '21 cette libération des mouvéments de capitaux, car on me saurait nier 

» cine la fiscalité revét une importance essentielle '21 cet égard. Les impéts directs sur le capi— 
tal (impéts sur la fortune) et sur les revenus (impéts sur les revenue et impéts sur les 
sociétés) et, dans une moindrc mesure étant donné leur incided‘ce plus faible, les impéts in- 
directs frappant les mouvements dc capitaux (droits d’apport, droits de timbre sur les

\ 
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titres, droits sur les opérations de bourse, et taxes analogues), influencent, en efl'et, sans 
aucun doute la mobilité des capitaux, leur utilisation et la rentabilité des investissements. 
Dans le cadre de la libération des mouvements dc capitaux, il parait donc souhaitable 

d’entreprendre une action, tant dans le domaine des impéts directs que dans le domaine 
des impéts indirects, en vue de supprimer des législations fiscales les éléments suscepti- 
bles d’entraver 1a libre circulatioh des capitaux. 

Il est cependant Clair que l’examen des impéts directs sous l’angle de. la libre circulation 
des capitaux ne peut étre détaché de l’examen dc l’ensemble des problémes soulevés par 
la fiscalité directe. Cette derniére étude, effectuée par 165 services de la Commission en 
collaboration étroite avec 165 experts des Gouvernements des Etats membres, est actuel- 
lement en cours. Si, sur base des conclusions de cette étude i1 apparait possible at souhai- 
table d’envisager des aménagements particuliers de ces impéts en vue d’élirniner certaines 
entraves :21 la circulation des capitaux, la Commission ne manquera pas de faire les pro- 
positions nécessaires. Dans cc cadre, le probléme de la taxation 5:1 121 source des revenus 
provenant de capitaux fait l’objet notamment d’un examen particuliérement attentif de 
la part des services de la Commission. 

Sans attendre cependant les résultats des travaux dans le domaine des impéts directs, la 
Commission 2. cm utile de poursuivre ses travaux relatifs aux impéts indirects frappant 
les mouvernents de capitaux. 

Parmi ces impéts, l’on peut distinguer, d’une part, ceux qui frappent les rassemble- 
ments de capitaux et, d’autre part, ceux qui frappent Ies transactions sur titres. Le présent 
projet dc directive porte sur les impéts indirects frappant les rassemblements des capi— 
taux, cette catégorie d’impéts comprenant Ive droit d’apport sur les capitaux‘ propres des 
sociétés, le droit de timbre sur les titres nationaux, le droit dc timbre pergu £1 l’occasion 
de l’introduction ou de l’émission sur le marché national des titres d’origine étrangére, 
ainsi que d’autres impositions indirectes qui ont les mémes caractéristiques. Quant aux 
impéts indirects frappant les transactions sur titres, tels que les taxes sur les opérations 
de bourse, ils feront ultérieurement l’objet d’un autre projet de directive. La présente 
proposition est donc sans incidence é leur égard. 
La priorité réservée parmi l’cnsemble des impéts indirects frappant les mouvements de 

capitaux aux impéts frappant les rassemblements de capitaux s’explique par le fait qu’ils 
exercent les effets les plus sensibles é l’encontre de la libre circulation des capitaux. En 
effet, le droit de timbre pergu par certains Etats membres 2‘1 l’occasion dc l’émission ou de 
la mise en circulation de titres étrangers sur le,ur propre marché a, sur 16 plan financier, les 
mémes effets que les droits compensatoires existant dans le domaine des taxes sur le 
chifl're d’affaires. Or, i1 va sans dire que le maintien de ces droits compensatoires entre 
les Etats membres est incompatible avec l’idée d’un marché libre des capitaux. Etant 
donné que le droit d’apport et le droit de timbre supportés par les titres ne soht pas 
remboursés ’21 l’exportation, le droit de timbre pergu sur les mémes titres dans 1e pays 
d’irnportation constitue, par ailleurs, une double imposition. 11 y a lieu de constater, en 
outre, dans le domaine du droit d’apport, la possibilité de doubles impositions, du fait 
que les régles qui en déterminent le champ d’application varient d’un pays é. l’autre, si 
bien qu’une méme opération peut étre soumise £1 imposition par plusieurs Etats membres. 
I1 faut signaler enfin, tant dans la domaine du droit d’apport que du droit de timbre, 
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l’existence dc situations discriminatoires du fait de l’existence de bases imposables, de 
taux ou de régimes spéciaux, différenciés selon la nationalité' de la société ou du titre. 

Il s’est cependant avéré que 12. simple suppression du droit de timbre sur les titres 
émanant des résidents des Etats membres n’était pas £1 méme d’appdrter une solutioh 
satisfaisante dans la perspective d’une libération des mouvements de capitaux. En effet, 
une telle adaptation limitée laisserait subsister, en matiére de droit d’apport et de droit de 
timbre, les diflérences fondamentales existant entre les divers systémes nationaux, ce qui 
risquerait de maintenir certains phénoménes distorsifs dans les mouvements de capitaux 
ou méme d’en provoquer de nouveaux. 
Au cours des travéux effectués par les services de la Commission, il est apparu que 

'trois solutions permettraient de créer, sur 16 plan des impéts frappant le rassemblement 
des capitaux, les conditions nécessaires pour une libre circulation des capitaux: 
a Dans 1a premiére solution, 16 droit d’apport, le droit de timbre sur les titres, ainsi que 

les autres impéts indirects y assimilés frappant les rassemblements de capitaux seraient 
supprimés. 

l7 Dans la deuxiéme solution, les titres représentatifs des capitaux d’emprunt (obliga- 
tions, titres de rente, etc.), ainsi que les titres provenant des pays tiers (obligations Ct 
actions) seraient exonérés de tout droit de timbre; d’autre part, un droit d’apport har— 
monjsé dams son taux et dans 52. structure ne frapperait qu’une seule fois, au sein du 
Marché commun, 1e rassemblement des capitaux propies des sociétés, les titres repré- 
sentatifs de ces capitaux n’étant, par ailleurs, plus soumis '21 um droit de timbre, ni lors 
de l’émission, mi :1 l’occasion de l’introduction sur le marché d’un autre Etat membre. 

0 La troisiéme solution repose sut l’hypothése que tous les rasscmblements de capitatix 
devraient faire l’objet d’une imposition. En plus du droit d’apport harmonisé pour les 
titres représentatifs de capitaux propres des sociétés (voir sub b), on créerait donc un 
droit de timbre harmonisé dans son taux et dans sa structure pour les titres représenta- 
tifs de capitaux d’emprunt. Ce droit dc timbre serait congu de fagon 51 cc qu’il ne frappe 
qu’une seule fois ces capitaux d’emprunt. La perception de ce drbit qui éxcluerait celle 
du droit d’apport pouirait aussi étie étendue é l’émission et 51 la rnise en circulation 
dans le Marché commun de titres émanant de résidents des pays tiers, s’il apparaissait 
que l’absence d’une telle imposition pourrait caus‘er des distorsions dans les courants 
.de capitaux.

‘ 

Pour apprécier ces solutions, 1a Commission a tenu compte des considérations suivan tes : 

L’existence tant du droit d’apport sur les capitaux propres des sociétés que du droit de 
timbre sur les capitaux d’ernprunt et sur les titres provenant des pays tiers peut entrafier 
le bon développement et le bon fonctionngment d’un marché de capitaux communau— 
taire. La charge fiscale résultant de la perception de ces impéts lors du rassemblement des 
capitaux propres ct d’emprunt est, en effet, peu'souhaitable du point dc vue économique, 
car elle freine de tels rassemblements dc capitaux, alors que la possibilité de procéder '21 

ces rassgmblements est de la plus grande importance pour les entreprises dans les écono- 
mies trés industrialisées des Etats membres. ' 

En outre, le droit d’apport et le droit de timbre sur les'titres est susceptible d’inciter 
les entreprises ayant 1a possibilité de procéder '21 des émissions publiqucs, '23. avoir recours' 
£1 des formes de financement qui‘n’entrainent pas l’exigibilité de ces impéts ,et '21 n’émettre 
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des actions et obligations qu’au moment of; les autres possibilités dc financement ont été 
épuisées. . 

I ’ 

Ensuite, l’existence de ces impéts peut avoir pour effet d’encourager les entreprises £1 

finance: leurs investissements dans une mesure excessive par voie dc l’autofinancement 
— méthode qui ne permet pas toujours aux capitaux de s’orienter vets les secteurs 01‘1 ils 
auraient, du point de vue économique, leur meilleure utilisation. 

Enfin, la Commission est d’avis, comme d’ailleurs le Comité Fiscal et Financier, que les 
impéts indirects frappent les rassemblements de capitaux nc trouvent plus leur place 
dans un systéme fiscal rationnel. Du point de vue économique, i1 ne semblé pas justifiable 
d’imposer les regroupements et les rassemblements de capitaux que l’instauration du 
Marché commun rend nécessaites et que le Traité cherche :31 faciliter, avant mérne qu’ils 
aient pu produire au 'moins le montant de ces impéts. Une telle taxation s’expliquait é 

une époque 01‘1 l’impét sur le revenu n’en était qu’é. son premier stade de développement; 
actuellement, les administrations fiscales disposent dc moycns beaucoup plus adéquats 
pour taxer les revenus. 

Dfautre part, i1 ne faut pas perdre dc vue que le droit de timbre ne frappé dans la 
plupart des pays oil 11 est pergu que les emprunts contractés sous forme d’émission 
d’obligations ou d’autres titres négociables et que la taxation des titres représentatifs de 
ces emprunts appellc, en outre, inévitablement des exonérations importantes. Or, pareille 
taxation partielle est de nature £1 provoquer un déséquilibre entre les différentes formes 
de rassemblement de capitaux d’emprunt. Les faits semblent démontrer, d’ailleurs, que le 
marché des capitaux dans certains Etats membres est perturbé par les dispositions qui 
régissent actuellement 1a perception du dr’oit de timbre. 7 

Par ailleurs, le droit dc timbre pergu par un Etat membre sur les titres des autres Pays 
membres, comme cela a déjé été souligné, doit étre considéré comme un obstacle sérieux 
51 la librc circulation des capitaux, du fait de son caractére dc taxe compensatoire; i1 con— 
stitue notamment pour les entreprises une entrave considétable '21 l’introduction de leurs 

titres aux autres bourses de la communauté. Une telle situation n’entraine-pas seulement 
un retard dans l’intégration des marchés de capitaux nationaux, mais limite également 1e 
choix des épargnants des différents Etats membres quant aux valeurs qu’ils peuvent ac- 
quérir aux bourses de leur pays de résidence. Ces derniéres considérations militent égale— 
ment en faveur de la non-taxation des titres provenant des pays tiers, outre les réisons 
d’opportunité qui peuvent étre invoquées en faveur d’un traitement égal entre les titres 
des pays membres et les titres des pays tiers. Il faut ajouter encore qu’une telle taxation 
des titres étrangers incitefait ceux qui désirent acheter de tels titres é se les procurer et '21 

les garder '21 l’étranger, dans un but d’évasion fiscale.
' 

Ces différentes considérations ont amené la Commission (211a conclusion que la solution 
qui consisterait A‘supprimer totalement le droit d’apport et' le droit de timbre devrait 

étre considérée comme la solution la plus souhaitable du point de vue de l’instauration 
d’un marché libré des capitaux. 

Il s’est avéré cependant que cette solution ne pourrait vraisemblablement pas recevoir 
l’agrément des Etats membres, étant donné qu’ils ne paraissent pas préts é. renoncer en- 
tiérement aux recettes budgétaires que ces taxes et notamment 1e droit d’apport leur 
procurent. 
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C’eét pourquoi, la Commission croit plus utile depreposei, d’une part, la suppression 
intégrale du droit dc timbre sur les titres, qu’ils soient représentatifs de capitaux propres 
ou d’emprunt et quelle que soit la résidence des personnes émettrices et, d’autr’e part, 16 
maintien d’un droit d’apport harmonisé, droit qu’elle propose de fixer, pour les raisons 
évoquées ci-avant, '21 um niveau aussi bas que possible. 

Cate/proposition tient compte égalernent des tendances qui se manifestent actuelle- 
ment dans le droit fiscal des Etats membres dans la matiére considérée. En effet, la France 
et le Luxembourg n’appliquent plus, depuis longtemps, dc droit de timbre, ni sur les 
titres nationaux représentatifs de capitaux d’emprunt, ni sur les titres en provenance de 
l’étrangcr; dans la République fédérale d’Allemagne, ce droit est en voie de suppression

I 

alors que la Belgique et l’Italie semblent prétes d’y renoncer également. - 

II Primz'pex de 1mm duprojet de directive 
Il semble utile de résumer ci-aprés les principes qui sont £1 la base (165 dispositions du 

présent projet de directive et, notamment, dc celles qui concernent l’harmonisation du 
droit d’apport. , 

I

~ 

Si l’on veut que les actions et titres similaires émanant de résidents des Etats membres 
circulent £1 l’intérieur du Marché commun, sans que cette circulation entraine 1a percep— 
tion de droits Compensatoires lors du franchissement des frontiéres entre Etats membres, 
il faut veiller £1 ce que ces titres supportent 1a mémc charge fiscale, quelle que soit leur 
origine. Il faut éViter, 'en eifet, que les demandeurs de capitaux d’un Etat membre ne 
soient, méme sur leur propre marché, désavantagés par rappdrt aux demandeurs d’autres 
Etats membres qui supporteraient dans leur pays une charge fiscale moins élevée. 
En we de réaliser cet objectif, le présent project de directive prévoit la suppression du 

droit de timbre sur ces titres et une harmonisation concomitante du droit d’apport frap- 
pant les capitaux propre des sociétés et indirectement de ce fait, les titres qui en sont 
représentatifs, cette harmonisation étant congue, par ailleurs, de telle sorte que l’incidence 
du droit d’apport soit pratiquement la méme dans tous les Etats membre‘s. 
Le réalisation de cc demier principe postule une harmonisation du droit d’apport dans 

tous les éléments qui servent '51 en fixer 1a charge ’21 savoir les faits générateurs, la base im— 
posable, les taux et les exohérations. Pour certains de ces éléménts cependant, une cer— 
taine liberté a pu étre laissée aux Etats membres (notamment, en matiére de faits généra— 
teurs et d’exonérations). Ainsi, ils em 12. faculté de taxer ou de ne pas taxer l’augmenta- 
tion du capital social d’une société par l’incorporation des bénéfices, vréserves ou provi- 
sions. Bien qu’une taxation obligatoire de ces capitalisations cut été souhaitable au regard 
du But poursuivi, il a paru préférable, dans un premier temps, de laisser aux Etats mem- 
bres 1a faculté de ne pas les taxer afin de tenir compte du fait que le traitement applicable 
'21 ces capitalisations difl'ére d’un Etat membre 2‘1 l’autre dans d’auttes domaines de la 
fiscalité également. Une unification sur Ce point dans le seul domains du droit d’apport 
risquerait, en effet, de rompre 1a cohérence existant, au sgin de chaque Etat membre, 
clans 1e traitement de ces capitalisations au regard du droit d’apport et des irhpéts di— 
rects. Si une convergence dans la fiscalité directe se dessinajt sur ce point, 16 maintien de 
cette taxation facultative devrait faire l’objet 'd’un nouvel examen. 
Afin que les titres supportent une charge fiscale d’une méme incidence, i1 s’est avéré, 
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en' outre, indispensable dc veillér é ce'quc chaque opération taxable ne soit sdumise qu’au 
droit d’épport et dans un seul Etat membre. A cet effet, le'présent projet dc directive 
'prévoit 1a suppression de tous les impéts indirects frappant lé rassemblement des capi- 
taux autres que le droit d’apport‘et prescrit que le pbuvoir dc taxation, en matiérc de 
droit d’apport, n’appartiendra qu’au pays Oil 56 trouve 1e siége dc direction effective de la 
société. Il semble logique, en effet, de réserver 1e droit dc taxation au pays sur le territoii‘e 
duquel se trouve le siége de direction effective de la société au profit de laquelle s’effectu— 
ent les opémtions économiques soumises au droit d’apport. 
Dans le méme but, il est apparu enfin nécessaire de construire le droit d’apport sur une 

conception éconornique, plutét quc juridique, étant donné qu’une harmonisation sur 
base de conceptions juridiques, par suite dc l’absence d’uniforrnité dans ce domains 
entre les Etats membres, ne pouvait conduits qu’é. des incidences fiscales différentes. 
Pour ces raisons, i1 s’est avéré indispensable de concevoir le droit d’apport harmonisé 
comme un droit qui frappe les opérations qui sont l’expression juridique d’un rassemble— 
ment de capitaux et ccla pour autant‘que ces opérations de rassemblement contribuent au 
renforcement du potentiel économique de la société.

. 

Il est 5). remarquer, enfin, que le présent projet de directive lie tout Etat membre quant 
au résultat é. atteindre, mais laisse aux instances nationales la compétence quant £113. forme 
et aux moyens pour atteindre ce résultat. Ainsi chaque Etat membre restera libre de 
maintenir son propre systéme dc perception du droit d’apport, dans la mesure 01‘1 celui-ci 
est conformc aux impératifs de la présente directive. 

AN ENGLISH TRANSLATION OF THE DIRECTIVE HAS BEEN PUBLISHED IN THE 
MAY, I 96 5, ISSUE OF SUPPLEMENTARY SERVICE TO EUROPEAN TAXATION, 
PUBLICATION OF THE INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION. 

GERMANY 
DOCUMENTS 

OFFICIAL EXPLANATION — BEGRUNDUNG — 
INTRODUCTION INTEREST WITHHOLDING TAX — KAPITALERTRAGSTEUER‘ 
FfiR ZINSEN - AND ABOLISHMENT SECURITY TAX - WERTPA'PIERSTEUER*) 

Allgemein‘es 
I. ZIELSETZUNG DES GESETZENTWURFS 
I. Die Bundesrepublik Deutschland hat seit Monaten einen anhaltenden Zustrom 
von Auslafidskapital zu verzeichnen. Die hohen‘ Kapitalimporte ffihten neben den 
Uberschfissen in der laufenden Rechnung der Zahlung§bilanz (Waren— und Dienst~ 
leistungsverkehr sowie unentgeltliche Leistungen) zu cine: Ausweitung der Liquiditéit 
und zu unerwfinschten Rii’ckwirkungen auf die innere Preisstabilit'alt. 

*) The Act was published in Bundesgesetzblatt I of March, 27, 1965 . 
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Vom Kapitalimpott entféillt der gréBte Teil auf den Erwerb inlindiécher Anleihen 
dutch Auslinder. Die Nettoanlagen in der Bundesrepublik, d. h. die Kéiufe deutscher V 

Anleihen, vermindert um die Verkiiufe, sind von 17o Millionen DM im Jahre I961 fiber 
751 Millionen DM im Jahre 1962 sprunghaft auf 2 062 Millionen DM. im Jahre I963 
gestiegen. 
2. Die Einfiihrung ciner Kapitalertragsteuer ffir Zinsen aus festverzinslichen Wett— 

' papieren, die im Besit'z von Personen sind, die im Inland weder einen Wohnsitz noch 
ihren gewéhnlichen Aufenthalt haben, ist cine def MaBnahmen, durch die in der gegen- 
wirtigen wirtschaftlichen Situation einem unerwiinschten Kapital'zufluB entgegenwirkt 
werden 3011. 
Das hohe deutsche Zinsniveau vérbunden mit dem Umstand, daB der Zinsertrag von 

Wertpapieren keiner Kapitalertragsteuer unterworfen worden ist, hat zu den afiBer— 
ordentlich urnfangreichen Kiufen deutscher Anleihen beigetragen. Dabei ist zu be— 
riicksichtigen, daB die einem ausléindischen Anleger verbleibende Nettorendite urn so 
héher ist, je geringer die Besteuerung in seinem Heimatstaat ist. Besonders wurden daher 
jene Anleger veranlaBt, auf dem deutschen Kapitalmarkt zu investieren, deren Heimat— 
staat die Zinsen aus ausléindischen Quellennnicht Oder nut sehr gering besteuert. Dazu 
kommt die nicht~ kleine Zahl von auslfindischen Anlegern, die in ihrern Heimatstaat die 
Zinsen aus deutschen Wertpapieren entgegen den gesetzlichen Vorschriften dieses 
Staates nicht versteuern (Steuerfluchtkapital). 
Dutch den beabsichtigten Steuerabzug Wird die Nettorendite im allgemeinen um 

' 

25 V. H. gesenkt. Diese Verminderung der Rendite ist endgfiltig bei ausléindischjcn An- 
legErn, die die Zinsen in ihrem Heirnatstaat nicht versteuern, was besonders ffir das 
Fluchtkapital zutrifft. Soweit die Anleger in einem Staat ansissig sind, mit dem die 
Bundesrepublik ein Doppelbesteuerungsabkommen abgeschlossen hat, ist die Kapitaler- 
tragsteuer in der Regel allerdings Wiederzuerstatten, so daB ffir diese Kapitalanleger nur 
durch das Verfahrcn der Erstattung cine gewisse Erschwernis entsteht. Der Anleger 
muB allerdjngs bei dem Erstattungsverfahxen dutch cine Bescheihigung seines heimi- 
schen Finanzamts nachweisen, daB er in dem Staat ansissig ist, mit dem ein Doppel— 
besteuerungsabkommen besteht. 
3 Die Bundesregierung ist der Auffassung, daB die Verminderung der Rendite der 
deutschen Papiere den Kapitalimport, besonders von auslfindischem Fluchtkapital, 
dimpfen wird. Die Ausdehnung der Kapitalertragsteuer auf ausléindische Glfiubiger 
schlieBt im fibrigen cine Liicke im System der ffir diese Personen maBgebenden be- 
schrfinkten Steuerpflicht. Ein internationaler Vergleich zeigt, ‘daB es nicht selbstver— 
stiindlich ist, daB der Quellenstaat auf cine Besteuerung der Zinsen, die aus seinem Ge— 
biet auslfindischen Gl‘alubigern zuflieBen, Verzichtet, Wie dies bisher bei der Bundes— 
republik der Fall ist. So warden z. B. die Ausléindem zufljeBenden Zinsen' aus festverzins— 
lichen Wertpapieren einer Abzugsteuer unterworfen in Belgian, Frankreich, Griechen- 
land,- GroBbritannien, Irland, Italien, Kanada, Luxemburg, der Schweiz und den USA. 
Die ffir die jeweilige Quellensteuer maBgebenden' Bedingungen sind allerdings in den 
einzelnen Staaten unterschiedlich.

I 

4. Die Einffihrung einer Kapitalertragsteuer erscheint auch zweckmifiig, um de'm 
Umstand Rechnung zu tragen, daB mit zunehmender Tendenz in die ausl‘alndischen 
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Staaten mit bcsonders niedrigem Steuernivea'u Oder besonderen steuerlichefi Vergfin sti— 
gungen (sogenannte Steueroésenstaaten) Kapital verlagert wird, das nach einer még— 
lichst ertragreichen Anlage sucht. Gerade gegeniiber diésen Staaten und gegenfiber

I 

diesem Kapital besteht kein Anlass zu eiriem Steuerverzicht. ' 

In diesem Zusammenhang sei darauf hingewiesen, daB bereits nach dem Kapitaler— , 

tragsteuergesetz vom 29. Mfirz 1920 (RGBI I S. 345) und dem Einkommensteuergesetz 
vorn 10. August 1925 (RGBl I S. 189) von Zinsen aus festverzin‘slichen Wertpapieren 
cine Kapitalertragsteuer erhoben wurde, die sich abet nicht auf die Auslfinder 'beschréink— 
te. Diese Kapitalertragsteuer ist durch die Verordnung fiber die Aufhebung des Steuer— 
abzugs vom Kapitalertrag und der beschréinkten Steuerpflicht bei festverzinslichen 
Wertpapieren vom 16. Oktober 19 3o (RGBl I S. 464) aufgehoben worden. Dutch diese 
MaBnahme sollte in der damaligen Wirtschaftskrise der Kapitalexport gehemmt und

. 

der KapitaJimport geférdert Werden. Da im Gegensatz zur Wirtschaftlichen Situation 
des Jahres 1930 ein AnlaB zur Férderung des Kapitalimportes nicht mehr besteht, 
rechtfertigt sich die Wiedereinffihrung der Abzugsteuer. Der Zweck der Steuer, auf den 
Kapitalimport dimpfend zu wirken, liBt es angezeigt erscheinen, die Kapitalertfag— 
steuer auf Ausléinder zu beschriinken. 

II. GRUNDZUGE DER KAPITALERTRAGSTEUER FfIR FESTVERZINSLICHE 
WERTPAPIERE 

1. Der Gesetzsntwurf unterscheidet nicht'zwischen Anleihen, die V01: dem Inkraft— 
treten des Gesetzes ausgegeben worden sind, und Anleihen, die nach dem Inkrafttreten 
des Gesetzes ausgegeben warden. Das Ziel des Gesetzes, dem Kapitalimport entgegen- 
zuwirken, kann wirksam nur erreicht warden, wenn auch die bereits ausgegebenen 
Anleihen in die Kapitalertragsteuerpflicht einbezogen Werden. Anderenfalls wire mit 
Sicherheit zu erwarten, daB die alten Anleihen, deren Zinsen nicht mit Kapitalertrag— 
steuer belastet Werden, bevorzugt von beschrinkt Steuerpflichtigen gekauft wfirden. 
Eine Unterscheidung ‘zwischen alten und neuen Anleihen wfirde auBerdem auch auf 
cine Spaltung des Anleihezinses hinauslaufen. Neue Anleihen kénn’ten dann vermutlich

. 

nur mit einem noch héheren Zins als bisher untergebracht warden. Eine Privilegierung 
der alten Anleihen erscheint nicht vertretbar. 
2. Besondere Problems werfen diejenigen Anleihen auf, die von inkindischen Emit— 
tenten im Ausland (vor allem in der Schweiz) in ausléindischer Wihrung ausgegeben 
worden sind. Diese‘ Anleihen haben grundsfitzlich einen niedrigeren Zinssatz (in der 
Regel 4,5 V. H. und niedriger) als die auf Deutsche Mark lautenden Anleihen. Die 
Anleihebedingungen enthalten hier regelmiifiig cine Klausel, nach der im Falle der Ein- 
ffihrung einer deutschen Kapitalertragsteuer entsprechend der Anleihezins zu erhéhen 
ist. Eine Einbeziehung dieser Anleihen‘wfirde also V011 zu Lasten der deutschen Emit— 
tenten gehen. Dem wfirde jedoch in solchen Fallen, in denen die Kapitalertragsteuer auf 
Grund eines Doppelbesteuerungsabkommens zu erstatten ist, eine sinnvolle Auswirkung 
auf die Anleihe—Gl'alubiger nicht gegenfiberstehen. Die Auswirkung ffir diese Anleihe- 
glfiubiger, zu denen ins'besondere auch Anleihebesitzer in der Schweiz gehéren, wfirde, 
werm sie die Einkiinfte im Heimatstaat versteuem und sich die Kapitalertragsteuer auf 
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Grund des Doppelbesteuerungsabkommens efstatten lassen, in ciner Erhéhung der 
Nettorendite bestehen. Versteuern sic die Zinsen im Heimatstaat nicht, so bliebe ihnen 
immer die bisherige Nettorendite erhalten. Die Einffihrung einer Kapitalertragsteuer 
ffir diese Anleihen hitte somit keinerlei déimpfende Wirkung auf dem Kapitah'mport 
und wiirde nut die Belastung des deutschen Schuldners erhéhen. ’ 

Aus den dargelegten Grfinden sieht der Gesetzentwurf vor, daB bei Auslandsanleihen, 
die vor dem Inkrafttreten des Gesetzes ausgegeben worden sind, von der Erhcbung der 
Kapitalertragsteuer abgesehen wird.

' 

3. Mit Rficksicht auf den Zweck des vorliegenden Gesetzeritwurfs, unerwfinschten 
Kapitalzuflfissen aus dem Ausland entgegenzuwirken, erschien es nicht vertretbar, fiber 
die' in der Zifler 2 behandelten Fille hinaus Ausnahmen fiir bestimmte Gruppen von 
Wettpapieren vorzusehen. Derartige Ausnahmen Wfirden zudem die Ausffihrung des 
Gesetzes in unvertretbarer Weiss erschweren. Es erschien deshalb auch nicht méglich, 
bestimmte Personengruppen von der Steuerpflicht auszunehmen. '

\ 

III. VERFAHRENSFRAGEN BEI DER KAPITALERTRAGSTEUER 
I. Der Gesetzentwurf sieht vor, daB die Kapitalertragsteuer gtundsitzlich von der 
Stelle einzubehalten ist, die die Zinsen auszahlt. Das sind in erster Linie die Kredit 

' institute. Die Regelung weicht darnit ab von dem bisher bei der Kapitalertragsteuer 
fiblichen Verfahren, nach dem dCt Schuldner der Kapitalertréige den Abzug vorzuneh— 
men hat. Die Einschaltung der Kreditinstitute ist erfordcrlich, weil bei den festverzins- 
lichen Wertpapieren, mit denen dieses Gesetz sich befaBt, der Schuldner der Anleihe 
Oder Forderung nicht in der Lage wire, zwischefi Anleiheinhabefn, die ihren Wohnsitz 
oder gewéhnlichen Aufenthalt irn Inland haben und solchen Anleiheinhabern, die im 
Ausland wohnen, zu unterscheiden. Demgegenfiber sind die Kreditinstitute, die in vielen 
Fallen die Wertpapiere in Depotverwahrung haben, oft schon auf Grund der in ihrern 
Bereich befindlichen Unterlagen in der Lage, diese Unterscheidung zu trefl'en. Es 
erschien jedoch geboten, bei der Gestaltung der Anforderungen an die den‘Kredit— 
instituten obliegende Nachprfifungspflicht auf deren Méglichkeiten Rficksicht zu neh— 
men (vgl. hierzu nachstehende Nummer 3), zumal mit der Verpflichtung Zur Einbehaltung 
der Kapitalertragsteuer die Haftung ffir die zutreffende Einbehalnmg und Abffihrung 
der Steuer '—— Wie bei allen anderen Abzugsteuern — verbunden ist. 

' 

2. Die Einschaltung der Kreditinstitute erfordert ein méglichst einfaches Verfahren. 
Wenn die Mafinahme’n abet die gewiitischte Wirkung haben sollen, mfissén die Rege» 
lu‘ngen insgesamt so gestaltet werden, daB Umgehungen det Steuerpflicht im Rahmen 
des Mégljchen begegnet wird. Es ist deshalb ohne cine An'zahl von Sonderregelungen 
nicht auszukommen. 

‘

‘ 

3. Befindet sich ein Wertpapier irn Depot eines Kreditinstituts, so kann dieses anhand 
der Depotvermerke in der Regel ohne besondere Schwietigkeiten feststeflen, ob der . 

Inhaber des Depots seinen Wohnsitz Oder seinen gewéhnljchen Aufenthalt im Inland 
Oder im Ausland hat. Besondere Regelungen erschienen hier [nut erforderlich, wenn 
das Depot ffir cine Handelsgesellschaft roder e'me andere Gesellschaft Oder sonstige 
Personenvereinigungen geffihrt Wird. ' 
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4. Schwieriger liegen die Dinge, wenn das Wertpapier sich nicht in Depotverwahrung 
befindet. 
Wenn ein Zinskupon bei einem Kreditinstitut zur Einlésung vorgelegt wird, sind 

zkvei Fille zu unterscheiden. Ist der Gliubiger des Zinsanspruchs zugleich der Inhaber 
des Wertpapiers, so kann der Steuerabzug unterbleiben, wenn der Zinsgléiubiger 
dem Kreditinstitut nachweist, daB er Inhaber des Wertpapiers ist und seinen Wohnsitz 
Oder gewéhnlichen Aufenthalt im Inland hat. Der Nachweis kann z. B. durch Vorlage 
des Personalausweises und schriftlicher Erkléirung fiber die Inhaberschaft gefiihrt wer— 
den. Ist der Zinsgl‘fiubiger dagegen nicht auch der Inhaber des Papiers, so kann die 
Feststellung, wet im Zeitpunkt der Kuponeinlésung der Inhaber is’r, praktisch kaum 
getrof’fen werden. Es war daher erforderlich, ffir solche Fille allgemein die Einbehaltung 
von Kapitalertragsteuer vorzusehen. Eine Sonderregelung war ferner bei Vergiitung von 
sog. Stfickzinsen erforderlich. Stfickzinsen warden bei der Veriiufierung von Wertpapieren 
vergiitet, wenn die VeréiuBerung wéihrend des laufenden Zinszahlungszdtraums erfolgt. 
Es muB insbesondere verhindert Wetden, daB Papiere kurz v01: dem Zinszahlungstermin 
an Personen mit Wohnsitz Oder gewéhnlichem Aufenthalt im Inland veréiufiert und 
nach dem Zinszahlungstermin sogleich Wieder rfickveréiufiert werden. Es erschien daher 
angebracht, den Abzug von Kapitalertragsteuer auch bei der Vergfitung von Stfickzinsen 
vorzuschreiben. 

SchlieBlich war noch zu beriicksichtigen, daB Wertpapiere sich auch in Depots aus— 
lindischer Kreditinstitute befinden kénnen ode]: daB Kupons zur Einlbsung von aus— 
lfindischen Kreditinstituten vorgelegt werden. Ffir diese Féille muBte zur Verhinderung 
von Umgehungen allgemein die Vomahme des Kapitalertragsteuerabzugs bei Zins— 
zahlungen in das Ausland vorgesehen werden, es sci denn, daB im einzelnen der Nach— 
Weis erbracht wird, daB der Inhaber des Wertpapiers seinen Wohnsitz oder gewbhn- 
lichen Aufenthalt irn Inland hat. 

IV. AUFHEBUNG DER WER‘I‘PAPIERSTEUER 
Dutch dieses Gesetz sollen fetnet die Bestimmungen des Kapitalverkehrsteuergesetzes 
fiber die Wertpapiersteuer aufgehoben werden. 

Die wertpapiersteuerliche Belastung ausléindischer Schuldverschreibungen und Ak- 
tien erscheint aus Wéihrungs— und kapitalrnafktpolitischen Grfinden nicht mehr gerecht- 

' fertigt, da sie die gebotene Verst‘zirkung des deutschen Kapitalexports hemmt. Hin- 
sichth'ch der ausléindischen Aktien, bei denen die Wertpapiersteuer an die Stella der die 
inléindischen Aktien belastenden G'esellschaftsteuer tritt, ist fiberdies zu bedenken, daB 
diese Aktien in det Regel schon in dem Staat, in dem die emittierendc Kapitalgesellschaft 
ihren Sitz hat, einer steuerlichen Belastung unterlegen haben, so daB der Verzicht auf 
die Wertpapiersteuer sich zugleich als MaBnahme zur Beseitigung der nach heutiger 
Auffassung unerwiinschten Doppelbesteuerung auswirkt. . 

Bei inlfindischen Schuldverschreibungen belastet die Wertpapiersteuer infolge der 
zahlreichen Befreiungsvorsehriften praktisch nur die Anleihen der Industrieunterneh— 
men. Diese einseitige Belastung hat dazu beigetragen, daB die Industrie mehr und mehr 
dazu fibergegangen ist, ihren Bedarf an Fremdkapital nicht auf dem Anleihemarkt zu 
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decken, sondem zur Vermeidung der Besteuerung andere Finanzierungsquellen in An— 
spruch zu nehmen. Die infolge dieser Entwicklung eingetretene Verédung des Marktes 
fiir Industrieobljgationen léiBt es geboten erscheinen, auch auf ‘die Besteuerung der 
inliindjschen Industrieanleihen kiinftig zu verzichten. 

V.‘ HAUSHVALTSMASSIGE AUSWIRKUNGEN 
Die Steuermehreinnahmen dutch Ausdehnung der Kapitalertragsteuer auf festverzins— 
liche Wertpapiere werden sich auf etwa 50 Mfllionen DM irn Kalenderjahr belaufen. 
Dabei sind die zu erwartenden Erstattungen auf Grund von Doppelbesteuerungsab— 
komrnen gegengerechnet. Die Mehreinnahmen flieBen nach dem ffir die Einkornmen— 
steuer mafigebenden Verteilungsschlfissel dem Bund und den Lindern zu. Die Bedeu— 
tung dieser gesetzlichen Regelung darf nicht an den verhéiltnismiBig bescheidenen 
haushaltsrnéifiigen Auswirkungen gemessen werden. Wie bereits angeffihrt wurde, 
steht nicht: die fiskalische Bedeutung, sondem der allgemeinwirtschaftliche ZWeck irn

_ 

~ 

Vordergrund. 
Die Steuerausféille auf Grund der Aufhebung der Wertpapiersteuer werden sind auf~ 

gtwa zo Millionen DM im Kalenderjahr belaufen. Die Steuerausféille sind allein von den 
Lindem zu tragen. 

GHANA 
TAX NEWS 

SUMMARY OF GHANA TAXATION 
The following taxes on income and pro— 
perty are levied in Ghana. 
Income Tax 

15% on sweepstake receipts. 
Estate Duty: Various rates on the value 

Excess Profits Tax of the Estate of deceased persons. 
Property Tax The Fiscal Year is from Ist July to 30th 

' 
r Capital gains tax; 

V 

June. 
'

* 

Other taxes levied, exclusive of Import, Income T ax: Permnal. I 

Betting Tax: 10% on all stake money or ' 

Export, Minerals and Excise Duties are 
as follows:

> 

Sales Tax: 10% on all sales. 
Airport Tax: 
Hotel Customers Tax: 10% on all hotel 
charges. 

, \ Purchase Tax. At various rates on C.I.F. 
value. 

‘

' 

Foreign Travel Tax: 10% on Cost‘ of 
all air tickets. 

Tax is charged on the actual income of 
the fiscal year and in the case of employees 
is deducted monthly from salaries and 
wages. Tax is also charged on benefits 
either on tBe actual value thereof or on a 
fixed value in ’the following cases: 
Use of Company Car £G.180 p.a. 
Use of Company Car plus 

free petrol or use of
_ 

Driver ‘ £G.3oo 13.3. 

257



WORLD TAX REVIEW 
Rent free accommodation — fully fur- 

nished: I 5% of actual cash emolu- 
ments. 

Rent free accommodation — part furnish— 
ed or unfurnished: 10% of actual cash 
emoluments. 

‘

‘ 

There are no personal allowances of any 
kind. 

Personal Tax Rates. 
For every {I I of the first £G Izo NIL 
a) » 33 » ,, next 120 I. od 
” I) ,3 3a ,3 a, 24-0 I. 

” u 3) 3: u a: 240 2. od 
2: a: n s: a: a) 48° 2: 

n 3, a) a: a) a, 480 3. 0d 
v v a, n u 2: 72° 4. 0d 
3’ n n a: ” r” 720 5. 0d 
a) n u a) 9: n 720 6. 0d 
” a: n a: )2 2) 72° 7' 0d 
,, ,, ,, u ,, ,, 720 8. ed 
a, )3 n a, 33 a) 720 10. 0d 
’3 a, u )2 n ,, 1200 12. 0d 
,, ,, ,, exceeding 7200 

_ 
14. od 

Non Résident 
For every £ I of the first 45 6o 7. od 
)3 ',, ,, ,, ,» next 720 

V 

'8.od 
» ,, ,', ‘, ,, ,, 720 10.0d 
” ,, ,, ,, ,, ,, 1200 12. 0d 
,, ,, ,, exceeding 7200 14. 0d 

The partners of a firm, or the proprietor of 
.9, non corporate business are assessed 
individually at personal tax rates, but the 
basis of assessment is the profit of the 
trading year ended within the preceding 
fiscal year. For fuller details of this basis 
see below. ‘ 

C ampafi} Taxation. 
For tax purposes there is no distinction 

between companies incorporated in Gha- 
na, and companies incorporated elsewhere 
in the world.

V 

The normal basis of assessment is the 
adjusted profit for the trading year ended 
Within the preceding fiscal year. Special 
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Resident in Ghana' 

rules for commencemént and cessation are 
as follows: 

Commencement: 
' 

Ist year of assessment. 
Profits from commencementto follow- 
ing 30th June. 

2nd year of assessment. 
Profits of first twelve months trading 

3rd year of assessment
V 

Profits of tradirig period ended within 
the preceding fiscal year. 

A company may request to be assessed on 
the actual profits of the first three fiscal 
years. 

CESSATION: 
Final Assessment 

Profits from preceding 131: July to date 
of cessation. 

Penultimate assessment 
Either the profits of the trading périod 
ended within the preceding fiscal year 
or the profits of the actual fiscal year 
whichever is the greater. 

Note : When the profits of trading period 
require to be split to ascertain the assess- 
abel income in accordance with the above 
rules the apportionment is made on a time 
basis. 
Lo 5 s e s : Losses as such are not recognised 
and can not be carried forward to be set 
off againSt future profits. 
Minimum Assessment: It is provided 
that the minimum chargeable profit shall 
be 2%% of the gross' turnover of the 
Company. This does not apply for the 
first five years of assessment of a new 
business. 
Group Profits: An additional basis 
of assessment may be applied in the case of 
the Ghana Branch Profits of an external 
company. If the percentage of Gross
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Profit on sales of the Ghana branch is 'less 
than the GroSs Profit percentage of the 
whole company the Commissioner of In—- 
come Tax may direct that the percentage 
of the Whole company be applied to the 
Ghana branch to arrive at the trading 
profit. A Company may resist this require- 
ment by bringing evidence to show that 
it was not possible to earn the normal rate 
of profit in Ghana. 
Capital Allowanccs: These are grant- 
ed on certain investments in fixed assets 
and are deducted from the adjusted trad— 
ing profit to arrive at chargeable income. 
They are as follows: 
Initial Allowance -—

_ 

At rates from 5% to 20% on the first 
cost of the asset. 

Annual Allowance - 
At various rates from 7%% to 20% on 
the written down tax value of the asset. 

Balancing Allowance ~ 
The exéess of the written down tax 
value of an asset over the proceeds of 
sale on disposal of the asset. 

A Balancing Charge is raised on the excess 
of the proceeds of sale over the written 
down tax value of assets disposed of. 
Allowances are not granted on buildings 

used for residential purposes. 

Rates of Tax: 
The standard rates of tax are 
On chargeable income 9/~ for every g I 

On such part of the 
chargeable income as 
is not retained in 
Ghana: ‘ I 3/— for every £ I 

The ‘amount of prbfits not retained in 
Ghana is deemed to be the actual sum 
remitted grossed up 'at 13/— in the £ e.g. 
if profit remitted is £35,000 tax at 15/— 
is payable on the grossed up value i.e. 

£100,000. When the grossed up value of 
the remittance exceeds the chargeable in 
come of the year additional assessments 
will be raised on the profits of earlier 
years. The additional assessment on 
remittances is deemed to arise for the 
fiscal year/in which remittance is effected 
regardless of the year of assessment 
attributable to the profits remitted. 
The present legislation has been esta— 

blished by a number of amendments to the 
original ordinance, and is ambiguous in 
some respects. Wheré a company has both 
resident and non-resident shareholders

‘ 

two different tax rates will be applied. The 
ordinance merely states that the Company

_ 

shall deduct tax from dividends at the 
rate payable by the Company on the 
assessed income of the year of assessment 
within which the dividend is declared. 
Since the Company cannot know when it 
will be permitted to remit dividends to 
non—resident shareholders it cannot know 
what rate of tax it should deduct from 
dividends. The position is further com- 
plicated if a non-resident shareholder' 
elects to have his dividend paid 'to him in 
Ghana. This is because it is mandatory 
for the Company to deduct and\account 
for tax at the rate of I 3/— on any dividend 
due to a non—resident even though there 
is no remittance and the company itself 
pays 'only 9/- on its chargeable income. 
This last provision as to deduction of 
tax at I 3/— does not apply if the recipient 
is resident in a country having a Double 
Taxafion Agreement with Ghana. 

Double Taxation Agreementj: 
There are agreements with the following 

countries: 
United Kingdom 
Sierra Leone 
Nigeria; 
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~ New Zeland 
Canada 
Sweden 
Gambia 

E xceu Profit; Tax: 
The rate of tax is I /— in the £G, and the 

tax is levied on the excess of the chargeable 
income of any year over the Standard 
Deduction. The Standard Deduction is the 
greater of either:— 
Ten per cent of the Company’s paid up 

capital on the first day of the accounting 
period which forms the basis of assessment 

01' 

The average of the chargeable incomes 
of the Company for the preceding three 
years of assessment. 

In the case of a new company the 
Standard for the first three years of 
assessment is ten percent of the Capital as 
above or £G5,ooo whichever is the 
greater. For a Partnership the Standard 
for the first three years is ten per cent of 
the capital or £7,500 Whichever is the 
greater. 
No Excess Profits Tax is payable fo_r 

any year Where the chargeable income does 
not exceed £5,000 (Partnership £7,500). 

Property T ax: 
This tax is assessed on the rateable 

value of any building owned by a Com— 
pany or person at the following rates: 
I) Where the rateable value of the 

property does not exceed £1,000 NIL 
2) Where the rateable value of the 

property exceeds £ 1,000 - 
(a) and does not exceed 7£5,000: 

on every pound Id 
(h) exceeds £5000 but does not 

exceed £8,000 on every 
pound of such excess 2d 
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(a) exceeds £8,000 is respect of ' 

property used for dwelling 
purposes, on every pound of 
such excess 3d 
and 

(d) exceeds £8,000 in respect of 
property other than property 
used for dwelling purposes; 
on every pound of such ex- 
cess 2d 

In general, rateable values have rarely 
been established for this purpose and the 
assessment is normally based on the cost 
of the building to the owner. 

Capital Inum‘ment: Act 19 63. 
Under the provision of this act an 

approved new company may be exempted 
from taxation in the early years of opera- 
tion. 

Capital Gain; T ax 
The tax, effective from February, I, 

1965*), is imposed on capital gains of a 
company or individual derived from the 
realisation of a chargeable asset. The 
following are specified as chargeable 

- assets, but the Minister of Finance may 
at any time declare any other type of 
asset to be chargeable. 

(4) Buildings of a permanent or tempo- 
_ 

rary nature. 
(17) Land, other than agricultural land, 

which has been used or is intended 
to be used for commercial purposes. 

(6) Any business. 
(4) Any business asset including good— 

will.
‘ 

(e) Any right or interest over any of the 
above assets, other than a mortgage. 

*) Capital gains tax act, 1965, date of assent: 
29th April 1965.
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The taxis charged on the excess of the sale (c) more than nine years ‘
* 

price of the asset over the cost of acquisi- b‘“ 1635 than ten 42 
‘ tion to the owner The cost of acquisition (f) more than ten years 

.
. 

. 

' but less than eleven ’ 40 
may 1Qc1ude the cost of approved altera— (g) more than elevgn years 
tions and improvements incurred subse— but less than twelve 37 

quent to original purchase of ,the asset. (/1) more than tWelVéyearS 
Where an asset has been acquired by , 

but less .thaT“ thlrtem 55 

_ 
. . . d h (I) more than thlrteen way of glft or 1:}herltf1nce an t 6 cost but less than fourteen 32 ~ 

cannot be ascertalned It shall be deemed (j) more than fourteen
' 

to be 75% of the sale price. but less than fifteen 30 

It is provided that there is only a (/5) mire tlhmtif‘ee‘} 
t

' 

. . . . . ut 655 an slx een 27 
capltal gam when the galn ls not subject 

(I) more than Sixteen 
fco tax under Income Tax law. but less than seventeen _ 25 

Y 

The rates of tax are as under:—, (7):) more than seventeen 
Where the sale of the asset occurred % but 1655 than Eighteen ' -22 

(a) not more than one year from acquisition 75 (’0 more than eightefm
, 

(19) more than one year but less than seven but less than nineteen ' 2.0 

years from acquisition 5o (0) more than nmetee‘n 

(c) more than seven years but less than twenty 17 

but less than eight 47 (P) more than twenty 
(d) more than eight years 

‘ but less than twenty one 15 

but less than m-nc 45 (4) more than twenty one years [0 

reported by: DJV. Simmonds 

GUIDES T0 EUROPEAN TAXATION ‘ 

,1
/ 

Volume I: Taxation of Patent Royalties, Dividends, Interest in Europe 
This loose—leaf volume gives every tax (with basis and rates) levied on intercorporate patent 
royalties, dividends and interest as each type of income flows from one European country 
to another, and to'the United States and Canada. Supplied in a compact binder, this publica‘- ‘ 

tion is clearly laid out for qgick refe1ence. Supplements (sent airmail) ensuge that the informa- 
t1on contamed 1s kept up to date. imluding binder $30 

mom/11} .rupplement Service by éirmai/ for 190’} $5 I 5, 

Volume II: Corporate Taxation in the Common Market 
This volume, by Dr. Albert J. Rfidler, consists of four main sections: 
I. Surveys of corporate taxation in each of the EEC. countries; _ 

» n. Transnational analysis of similarities and differences in natiohal tax laws (corporate tax 
structure; tax liability; computation of profits; rates; etc); 

III. Tax provisions in the European integration treaties (i.e., Benelux, Coaland Steel Commi— 
ty and E.E.C.)-; ‘ 

IV. Present international tax law in BBC. countries and itsvinfluénce on harmonization 
(umlateral and treaty relief provlsxons). including binder $ 25 

want/71y mpplement Serum by airmail for 196; $15 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATISTRAAT 124, AMSTERDAM (c) — NETHERLANDS

I 
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I. BOOKS 
AUSTRIA 
OSTERREICH, INTERNATIONALE 
STEUERN, Heft 19, by Kryer, A., Mondorf/ 
Rhein, Titz Verlag GmbH, 1964, 92 pp. 
This brochure summarizes the important points 

of commercial law and follows with a survey of 
existing Austrian taxes. The nature, rates and 
main features of the relevant acts are discussed for 
the individual income tax, corporate income tax, 
net worth tax, business tax, land tax, turnover tax 
and some minor taxes. The text of the German- 
Austrian tax treaty is included! 

LEASING MIETEN STATT KAUFEN; EINE NEUE FINANZIERUNGSMETHODE, 
Schtiftenrcihe der Ostcrreichischen Steuer— und 
Wirtschaftskattei, Heft 18, by Abe/,A., Wien, 
Industrieyerlag Peter Linde, 1965, 48 pp., OS 
33- 
Analysis of important aspects of leasing. 

STEUER-INDEX UBER RECHTSMITTEL- 
ENTSCHEIDUNGEN, ERLASSE UND ’ 

SCHRIFTTUM DES JAHRES 
Neuner, K, O. Zetbmeijter, Wien, Wirtschafts- 
verlag Dr. Anton Orac, '1964, 264 pp. 

STEUER-INDEX UBER RECHTSMITTEL— 
ENTSCHEIDUNGEN, ERLASSE UND 
SCHRIFTTUM DES JAHRES 1964, by 
Neuner, K., O. Zetbmeister, Wien, Wirtschafts- 
verlag Dr. Anton Orac, 1965, 253 pp. 
Guides to the Austrian Supreme Tax- Court 

decisions, administrative decrees and articles 
published in Austrian periodicals during 1963 and 
1 964, imthe form of short abstracts. An alphabetic- 
al index to key words is included. 

DIE EINKOMMENSTEUERNOVELLE 1964, 
,,J‘cbr{ftenrei/Je der Oxterreicbiuben Steuer- and 
Wirtxcbaflxkarlei”, Band 17, Weiler, F., Wien, 
Industricverlag Peter Linda, 1965, 48 pp., OS 
28.50. ‘ 

This brochure contains an explanation to the 
Income Tax Amendment Act 1964. 
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COMMON MARKET 
EUROPEAN FREE TRADE ASSOCIATION 
USA 
DIE STEUERSYSTEME IN DEN SECHS 
MITGLIEDSTAATEN DER EUROPAI— 
SCHEN WIRTSCHAFTSGEMEINSCHAFT, 
IN SECHS MIT GLiEDSTAATEN DER 
EUROPAISCHEN FREIHANDELSZONE 
UND IN DEN VEREINIGTEN STAATEN VON AMERIKA, by M ennui, A., Heme /Ber1in, 
Verlag .Neue Wirtschafts-Briefe, 1965, 112 pp. 
Survey and synopsisof the nature, features, 

rates, computations of taxable base, deductions, 
etc., of most taxes levied in the USA. and the 
member countries of the European Economic 
Community and the Europeafi Free Trade 
Association. 

GERMANY 
AUSLANDSBEZIEHUNGEN UND STEUER- 
OASEN ZUGLEICH EIN KRITISCHER 
BEITRAG ZUM STEUEROASENBERICHT 
DER BUNDESREGIERUNG, Fatbxcbriften 
a’er Handelxleammer Deutnbland-Stbweiz, Hollatz, 
6., 

' Hamburg, Verlag ,,Die Aktiengesell- 
schaft”. Trede und Co., 1965, 82 pp. 
Critical approach to the Report of June 23, 

1964, by the federal German Government to the 
federal German Parliament (reproduced in Supple— 
mentary Service to European Taxation, Section D) 
on distortions of competition resulting from 
changes of domicile to foreign countries and 
from the international tax differential. The ana- 
lysis covers tax evasion, its economic reasons, its 
tax motives, the influence of taxation on com- 
petition, international base companies and meas- 
ures to counteract tax evasion. 

DIE BESTEUERUNG DER LIZENS— UND 
KNOW-HOW-VERTRAGE, by Knoppe, H., 
Verlag Dr. Otto Schmidt KG, 1964, 222 pp} 
The author discusses the nature of agreements 

by which patent and know-how royalties are due, 
both from an economic point of View and from

, ,
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the standpoint of civil law. Emphasis,‘howeyer, 
is given to tax questions, including tax law and 
court decisions for all important German taxes. 
The author states that the underlying agreement 
is not identical to a lease, but is to be regarded sui 
generis. After the publication of this ‘book, the 
'German Supreme Tax Court modified its case law 
to conform to this reasoning. 

DER FISKUS ALS SOZIALPOLITIKER, 
- Imtitut “Finalize” and Steuern”, Heft 77, Bonn 
am Rhein, Institut ,,Finanzen und Steuem”, 
1965, 296 pp. . 

The book outlines the historical development 
of socialvwelfare thinking in the concept of public 
finance and discusses which public levies may 
serve welfare aims and related political measures. 
Consideration is given in this respect to individual 
income tax, turnover tax, corporate and business 
tax ; tax incentives for certain branches; and levies 
intended to serve a special and well-known pur- 
pose. The relationship between welfare politics 
and tax policy and its effect on business cycles are 
also discussed. This comprehensive study is a 
guide .to current thinking on taxation and govern- 
ment spending. 

DER EINFLUSS DER STEUERN AUF DIE 
UNTERNEHMERISCHEN INVESTITIONS- 
ENTSCHEIDUNGEN, by Scbneia’er, H., 
Tfibingen, J. C. B. Mohr (Paul Siebeck), 1964, 
240 pp., DM 40. 
A11 analysis of the effect of taxation on invest- 

ment, using the econometric method. Discussed 
first is the investment decision if the relevant 
facts (including expectations) are well known and 
certain and the effect of direct and indirect taxes 
on it. Second, the investment decision if the 
relevant factors (including expectations) are not 
known and the effect of direct and indirect taxes 
on it. Third, the financing of the investment and 
the effect of taxation on it when expectations are 
[certain and when they are unknown. 

DIE BESTEUERUNG VON RENTEN, Der 
Rechts- und Steuerdienst, Heft 46, by Kapp, R., 
G. Crane, Kijln-Marienburg, Verlag Dr. Otto 
Schmidt KG, 1965, 96 pp. 
This book is a thorough discussion of the in- 

come tax, net wealth tax, business tax, estate duty, 
tax on the transfer of real estate and turnover tax, 
it; relation to the taxation of all kinds of pensions, 
life annuities and similar payments.’ 

MEHRWERTSTEUERGESETZ; REGIE- 
RUNGSENTWURF UND ERLAUTERUN— 
GEN; SYNOPTISCHE AUSGABE, by Ecle- 
bardt, 117., L. Meyer-Andi, Berlin und Frank- 

‘ furt a.M., Verlag Franz Vahlen G.m.b.H., 
1964, I58 pp. DM 25.50. 
In Germany a bill to replace the existing system 

of turnover tax by a turnover tax on value added 
is under discussion. This brochure provides an 
introduction to .some of the problems connected 
With the taxation of turnover and includes the text 
of the bill as proposed by the German Govern- 
ment. It gives a fair explanation go the several 
provisions of the bill and related problems. 

GRENZEN ZWISCHEN BILANZANDE-
‘ RUNG UND BILANZBERICHTIGUNG, by 

Parkman”, H. 6., Dfisseldorf, Verlagsbuch- 
'handlung des Instituts der Wirtschaftsprfifer 
GmbH, 1964, 77 pp., ' 

The author discusses the possibility of later 
correcting the computation of taxable profits as - 

filed on a return. ‘ 

STEUERLICHE EINFLUSSE AUF DIE BE- 
WIRTSCHAFTUNG DES PRIVATWAL- 
DES, by Haegert, L., Dusseldorf, Verlags- 
buchhandlung des Instituts der Wirtschafts- 
priifet GmbH, 1965, 102 pp. 
The effect of taxation of agricultural and fore- 

stry enterprises.‘ 

STEUERBERATER-JAHRBUCH [964/65, , 

K6113, Verlag Dr. Otto Schmidt KG, 1965, 
512 pp. 
The report of the annual meeting of tax advi- 

sors in Germany, held in OctoBer 1964, including 
discussions on various topics: G. Thomas on 
some questions affecting the General Tax Law; 
W. Grund on new, pending and proposed legisla- - 

tion in the field of tax law (e.g., the Income Tax 
Amcndment Act 1964 and 1965, the Interest 
Withholding Tax Act, the bill for a turnover tax 
based on added value); W. Flume on the effect of 
court decisions on tax law: C. Béttschcr on the 
taxation of family enterprises and someveconomic 
implements; H. von Wallis on major problems in 
the field of corporate taxation (e.g., secret reserves, 
hidden distributions, the relation between'parent 
corporation and subsidiary); H. Vogel on current 
problems in income tax law ;. H. Debatin on‘ inter- 
national tax law (e.g., the taxation of base 'com— 
panics and the position of tax-haven countries). 
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2. LOOSE-LEAF SERVICES _ 

Releases réccived between April 15th 1965 and May 15th 1965'. w 

A U S T R I A — 

OeJIerreicbiube Steuer— una' Wirm‘baflxkartei ,- 
releases nos 7-9: Linde—Wien. 

B E L G I UM 
Documentatie Vahdewimkele — De Niemzle Inkormten— 
Ive/ailing; 
releases nos 25245 3: Vandewinckele — Brugge. 
Hand/aiding der Inkomstenbelaxtingen; 
release no 8: Excelsior, — Bruxelles. 
CA N ADA 
Canada Tax Service; 
release no 172: De Boo — Toronto. 
Canada Tax Service Letter; 
release no 90: De Boo — Toronto. 
McDonald—Current Taxation ,- 
releases nos 14-1 8: Buttcrworth. 
Provincial Taxation Service; 
release no I 90: De Boo — Toronto. 
F RA N CE 
Dictiannaire Firm] Permanent; 
releases nos 9-11: Ed. Législatives et Administra— 
tives — Paris. -

- 

Documentation Pratique do Serurz'lé Satin/e et de 
' Mgixlalion du Travail; 
release no 5 : Lefebvre. 
furi: C laueur Final — Cbzflre d’Afl‘aireJ; 
release no 6058: Ed. Techniques - Paris. 
Prob/(9mm d’Outre Mer; 
releases April-May 1965 : Centre d’étude des 
problémes d’outre mer — Paris. 
G E R M A NY 
Handbmb der Einfubr Nebenabgaben; 
rélease no 3: V.d. Linnepe-Hagen (Westfalen). 
Kommentar zur Einkommem'teuer — Eimtbl. Lolm- 
.rteuer and Kfirperubaflxleuer; 
release no 63: Otto Schmidt — Kéln. 
Steuererlane in Karteiform; 
release no 44: Otto Schmidt — K6111. 
Steuergexetze ; 

release April I 965 : Beck — Mi'mchen. 

N E TH E R LA N D S 
Beknople Belaflinggt‘dx — Sweet: en M eibuizen ,- 
releases nos 28—92: L]. Veen — Amsterdam. 
FED'J‘ Loxbladtg Filmal Weekblad; 
releases nos 988-992: FED — Amsterdam. 
FED': Finaal Register; 
releases nos 10-] I : FED — Amsterdam. 
FED’: FIB-ma] Reperlorium; 
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release no 12: FED — Amsterdam. 
De Gemeentelijke Belaitingen; 
releases nos 60-61 : Vuga Boekerij — Arnhem. 
Handboek 0007‘ de Europa-e Gemeemcbappen — Taricf— 

’ liven voor de E.E.G.; :' 

releases nos 35-36: Kluwer — Devcnter. 
Handbaek your in- en Mill/067‘ — Tarief mn invoerrerbten 
Part B2 release no 37: Kluwer — Deventer. K luwer’: Fixmal Zakboek; 
relases nos 2-3: Kluwet — Deventer. 
K/uwer’x Tarieuenboek ; 

releases nos 42-43: Kluwer — Deventer. 
De Croat Nader/and” Belaxlingwettm; 
releases nos 6-7: Samsom — Alphen a/d Riin. 
Omzetbe/auing — Finale Hand/aiding Mar de Praktfle; 
releases nos 85-89: Vuga Boeketij — Arnhem. 
Rege/ingen Euromarkt; 
release no 59: Vermande — IJmuiden. 
Vadememm poor in- en m'tuoer; 
release no 310: Kluwer/Samsom — Deventer 
Alphcn a/d Rijn. 
De Vakxtudie — Finale Engclopedie; 
Vennaotnbapxhelaxting; 
releases nos 48-49: Kluwer — Deventer. 
Manbelm‘ting; 
release no 66: Kluwer — Deventer. 
ABC — Wyn, Bier, Gediitilleerd; 
release no I: Kluwer — Deventer. 
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WORLD TAX REVIEW 

'ALGERIA 
Reparled by: M.H. Brochier, Algiexs, 24 Boulevard Camille Saint Saens 

Ava”! Propo; 
>

_ 

11 y a lieu de noter que les Codes Fiscaux Frangais, (Enregistrement, Valeurs Mobiliércs, 
Impéts Directes, Taxes sur le Chiffre d’Afl'aires, ct annexes), ferment toujours la base de 
la documentation fiscale dans ée pays. 
De méme la loi du sept mars 192$ fixant le statut des SARL, et la loi du 24 juillet 1867 

fixant celui des Sociétés par actions, soht toujours applicables en Algérie. De ce qui 
précéde, on .peut aisément dédujre qu’il n’y a pas encore 9n Algérie une jurisprudence en 
matiére fiscale, ct 2‘1 notre connaissance aucun ,ouvrage d’importance traitant de ces ques- 
tions d’actualité, n’y paru 51 cc jour. 

'
' 

Les circulaires de l’Administration fiscale algérienne sont celles qui étaient en vigueur 
du temps de la présence frangaise.

> 

Mesures fiscales
, 

1 De’zret mr 1e: tramactz'mzs . 

Le Décret du 22 janvier 1964 flxe le régime des Transactions. 11 stipule que toute opéra- 
tion entre vis £1 vis ayant pour objet la création, l’extension ou le transfert 'des droits réels 
immobiliers (propriété, servitude, cession dé part, hypothéque, antichrése, emphytéose) 
ainsi que les baux d’une durée supérigture '21 neuf ans et les cessions, apports de location, 
gérance de fonds de commerce, sont libres, sous réserve des dispositions suivantes: 

_ 

Les opérations énumérées ci—dessus sont sournises 2‘1 l’autorisation administrative 
lorsqu’elles portent sur un bien d’une valeur supérieure: 
— 100.000 NF s’il s’agit d’un immeuble; 
— 200.000 NF s’il s’agait d’un fonds de commerce. 
Sont dispensés d’autorisation: . 

- I 

~ les transferts pour cause fie mort et les opérations successorales qui en découlent 
(partages, retraits, rapports); 

— les‘ opérations auxqpelles sont parties l’Etat, une Collectivité locale ou une personne I 

morale de droit public. 
Par ailleurs, nul ne peut, s’il n’y a été dfiment autorisé, effectuer plus de deux opérations, 
méme si les opérations suivantes portent sur des biens d’une valeur inférieure aux Som- 
mes prévues ci-dessus. 

I 

2 Droiz‘x d’Enregz'xire/flmt 
Le Décret du trente janvier I964 fixe les droits d’enregistrement en matiére de ventes de 
fonds de commerce et de ventes d’immeubles. ' 
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Dans tous les cas, l’acqu‘éreur paie un droit de 10 poux cent. 
Quant au vendeur, les droits sont fixés comme suit: 
jusqu’é. 20.000 NF ......................... IO pour Cent 
de 

1 

20.001 '21 50.000 NF ................. 12 pour cent 
dc 50.001 2?: 100.000 NF ................ 15 pour cent 
au deli de 100.000 NF .......................... 

‘ 

20 pour cent 
Etant ici précisé qu’en Algérie les «nouveaux francs» ont touj ours cours. 

3 Taxe .rur l’ariz'vite’ indmtrielle et commerciale 
En ce qui concerns les établissements publics, les entreprises de bitiment et de travaux 
publics, les banques et les établissements financiers, assirnilés et les entreprises dc trans- 
port, la taxe est dans tous les cas, établie au lieu du principal établissement pour l’ensemble 
de leurs entreprises exploitées en Algérie. ’ 

Le taux appliqué aux recettes provenant des activités sus indiquées, égal au taux moyen 
global de la taxe constaté pour ‘l’Algérie l’anriée précédente, est fixé chaque année par 
arrété.

7 

Pour l’application de cette disposition, un arrété du 10' octobre 1963 a fixé 5. 2,0486 
pour cent 16 taux 1962. Ce taux est donc appliqué aux entreprises visées pour leur im- 
position 1963. Ce taux est majoré de la tax‘e édditionnelle prévue pour les bourses et 
chambres de commerce, ct éventuellement de la majoration de 0.03 point prévue pour 
les communes de plus de 100.000 habitants. 

Tel est le régime particulier prévu par l’Article 246/2 du Code Algérien des Impéts 
Directs. 

4 Nam/mu T arif Dot/1min 
Le nouveau tarif douanier est institué par l’Ordonnance du 28 octobre 1965. Ce texte 
fixe ce qui suit: 11 est institué un nouveau tarif douanier. 
Le tarif douanier indique les taux des droits de douane applicables é. l’importation des 

marchandises suivant leur origine. 
Les droits figurant dans le colonne du tarif dite «De Droit Commun» sont applicables 

aux marchandises originaires de pays qui accordent it l’Algérie le traitement de la nation 
12. plus favorisée. ' 

Les marchandises originaires du territoire douanier frangais sont passibles des droits 
figurant dans la colonne «France». 
En attendant la définition des relations tarifaires entre I’Agérie et la Communauté Eco- 

nornique Européenne, les marchandises qui sont originaires de cette demiére, ‘a l’excep- 
tion de la France, sont passibles des droits de la colonne «C.E.E.» si les conditions, pour 
étre admises '21 cc tarif, sont remplies. 
Les marchandises originaires des pays autres que .geux visés ci-dessus sont passibles- 

des droits du tarif général. Les droits du tarif général sont fixés au triple dc ceux du tarif 
du droit commun. 
Des décrets rendus sur le rapport du Ministre de l’Economie Nationale, pourront 

suspendre, réduire ou relever les droits de douane dans les circonstances exceptiofmel— 
165, Si la situation économique du pays 16 justifie. 
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Sont abrogées toutes dispositions contraires '21 1a présente ordonnance, y compris 
l’arrété du IO février 196 3 instituant une surtax spéciale temporaire é. l’occasion de l’im- 
portation dc certains matétiels. ~ - - 

Ces dispositions sont entrécs en application 16 I novembre 196 3. 

5 C om‘role day Mange: . . 

Le Décret du 19 octobre 1965 a étendu provisoirement aux pays dg la zone franc, 163
I 

obligations et interdictions prévues par le Décret du 15 juillet I947, et les avis de change 
de caractére général pris pour son application. 
Ce dernier décret est celui qui a codifié les obligations et prohibitions édittées par la 

réglémentation des changes. Le nouveau décret du 19 octobre 196 3 est entré en Vigueur 
le 21 octobre 1963. Il précise que les modalités d’application, qui comporteront un régi— 
me préférentiel pour les pays de la zone franc, feront l’objet d’avis du Ministre dé l’Eco- 
nomie Nationale. < v V 

Les dispositions de Particle 57 de la loi du 13 décembre 1962 portant création et fixant 
les statuts de la Banque Centrale d’Algérie, sont rendues applicables aux opérations av'ec 

' 

19. zone franc. '

' 

C’est ainsi qu’il est stipulé ce qui suit: 
La Bahque Centrale participe £1 l’élaboration de la législation et de la réglementation des 
>changes ; elle est chargée de leur application. A cet effet, la Banque Centrale vise pour accord les licences d’importation et d’exporta- 
tion et délivre toutes autres autorisations particuliéres prévues par le réglementation des 

' changes.
‘ 

En vue d’assurer l’application de la réglementation des changes, 12. Banque Centrale 
peut dormer toutes instructions aux banques et autres intermédiaires agrécs at 16111: 

demander‘tous renseignements et documents. statistiques. 
Elle peut également réclamer £1 toutes personnes ct administrations, les renseignements 

et documents nécessaires :21 l’établissement de la balance despaiements de _1’Algérie. 

6 T axe 52 [a production — Taux majore’ ‘ 

Les quatre arrétés du 25 octobre 196 3, relatifs £1 la'Taxe Unique globale 221 la production, 
ont en réalité un champ d’application nettcment délimité. . » 

Touts sorte de produits figurent sur la liste des produits soumis él’application de la 
taxe au taux majoré (actuellernent 25 pour cent).

‘ 

Ces mesures sont rentrées en application 16 IO novembre 1965. 

7 T axe mr [e1 tram-action: 
Le Ministre de l’Economie Nationals, par deux avis du septembre et ‘0ctobre 1963 nos. 
884 et 88;, Vient d’apporter dans ce domains les précisions ci—aprés: 
— En raison de son double caractéré de taxe sur la consommation locale et de taxe dc 
'remplacement, é. Ia taxe 51 la production, 1a,taxe sur les transactions est normalement 
acquittée sur toutes les ventes, tant en gros qu’au détail, efl'ectuées par des commeggants 
non assujettis £119. taxe 2‘1 1a produttion et ceux qui sont redevables de cette tax‘e majs qui 
Vendent directement au consommateur. Il parait utile de préciser que par livraison a la ' 
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consommation, i1 faut entendre 1a demiére livraison d’un produit imposable qui n’est 
pas destiné £119. revente. ' 

Le taux de la taxe étant dc I pour cent, la base imposable est constituée par le montant 
total des paiements. 11 y a donc lieu d’appliquer simplcment I pour cent sur le montant 
total des ventes. ‘ 

La taxe sur les transactions est dfie par les seules personnes effectuant des opérations 
imposables et dont le chiffre d’affaites global annuel est égal ou supérieur it I 80.000 NF. 

Par chiEre d’affaires énnuel i1 faut entendre le montant global des aflaires réalisées par 
le pedevable pour l’ensemble des activités qu’il exerce en Algérie. 

8 Trang’erz‘s defend: yer: l’e’tmflger 
Depui's 16 I 8 novembre I96 3, l’envoi de tous objets avec valeur déclarée_:‘1 destination de 
l’étranger est provisoirement suspendu.

' 

L’insertion des billets de banque algériens ou étrangers dans les lettres recommandées 
est interdite jusqu’él nouvel ordre. 

9 Mixe 50m protection de l’e’tat de him: mobilier: et immabi/z’en. 
Lé décret du 9 mai 196 3 fixe que les biens immobiliers, les fonds de commerce, les entre— 
prises, établissements et exploitations de catactére industrial, commercial, artisanal, finan- 
cier, minier, agricole, peuvent étre placés, aprés enquéte et par arrété du préfet du dépar— 
tement sur lequel ces biens se trouvent situées, sous protection de I’Etat. 

Cctte mesure' peut étre décidée soit en raison de l’irrégularité de la. transaction dont ils 
Ont fait l’objet, soit en raison de troubles £1 l’ordre public on de l’atteinte £113. paix sociale 
portés ou susceptibles d’étre poftés par leur mode de gestion, d’exploitation ou d’utilisa- 
tlon. 

IO Réz’mmaz‘rz'm/ation all re'gzktre d3 mmmerte (1e: Iotz'été: 
Le délai obligatoire de réimmatriculation au Registre de Commerce d’Alger, Oran, 
Constantine, des Sociétés, a été reporté au 51 octobre 1964. 

L’inobservdtion des formalités d‘e réimmatriculation obligatoire des Sociétés, dans les 
délais impartis, entraine la nullité de la Société. Toutefois, les actionnaires d’une Société 
anonyme ne pourrorit se prévaloir vis é. vis des tiers, de cette cause dc nullité.

I 

I I T mmfen‘ de xiége maid! bar: d’A/ge’rz'e .

' 

Le Décret du 23 décembre 1963 stipule que le transfert hors d’Algéric du siége social de 
personnes morales établies en Algérie est soumis é. l’autorisation préalable du ministre 
de l’Economie Nationale.

\ 

Reported by: 
M. H. Brochier, Algiers, 
24 Boulevard Camille Saint Saens. 
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Day Recbz‘ der Doppelbexleuerung in Oexterreitb, LAGER A., Wien, Wirtschaftsverlag 

Dr. Ahton Orac, 1964, loose-leaf publication. 
The first section of this treatise on foreign taxation explains in short the principles of 

double taxation treaties upon direct taxes. The second section (approximately 340 pages) 
contains the text of the tax treaties concluded by Austria, with their corresponding regu- 
lations etc, covering income taxes, net worth taxes, estate duties, gift taxes, motor— 
vehicle taxes and conventions for reciprocal assistance in juridical tax-matters. The tax 
treatment of members of supranational and international organizations is also included. 
Except for the; first short explanatory section, thg book reproduces texts and documents 
but offers up to now no critical commentary. 

Internationale: Steuerrecbt, Manz’sche Grosze Gesetzausgabe Nr. 15, WATZKE O, R. POL- 
LAK und A. PHILIPP, Wien, Manz’sche Verlags- und Universitfitsbuchhandlung, 
1964, pp. 788. 
This handbook concerns itself with the tax treaties concluded by Austria and provi- 

sions of Austrian law pertinent to residents and non-residents receiving foreign income. 
Aside from income taxes, the bOok discusses net worth taxes, death duties and motor- 
vehicle taxes. Also cbntained in this book is the tax treatment of individual employees 
of supranational or international organizations. The first part of the book explains the 
general principles and problems of international tax relations, followed by the text of 
the tax conventions concluded with relevant provisions. The second part speaks to the 
reciprocal tax administration assistance between Austria and other countries. The third 
part extracts articles from multilateral conventions or conventions not limited to taxa- 
tion, which are important for the Austrian or international taxation. The fourth part 
pertains to tax exemptions as they relat; to extraterritorial individuals and international 
entltles.

‘ 

BRAZIL 
TAX NEWS 

For many years, Brazil has been plagued by inflation. Its latest attempt to remedy the 
situation is Via taxation thrbugh law 3.898 and 4.194. These laws introduce a system, for 
the avoidance of inflationary effects, which does not require frequent changes in the rate 
structure. The following rates of complementary tax are now applicable: 

Up to 24 times the minimum taxable salary . . . . . . . . . . . . exempt 
between 24 times the minimum salary and 30 . . . . . . . . . . . 3 per cent 

,, 3o . ,, ,, ,, ,, ,, 45 . . . . ’. .V . . . . . 5 ,, ,, 

,, 45 ,, ,, , ,, ,, ,, 60 . . . . . . . . . . . 8 ,, ,, 

,, 6o ' 

,, ,, ,, ,, ,, 75 . . . . . . . . . . . 12 ,, ,, 

,, 75 ,, ,, ,, ,, ,, 90 . . . . . . .- . . . . 16 ,, 3, 
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between 90 times the minimum salary and 120 . 
_. 

. . . . . . . . . 20 per cent 
,, Izo ,, ,, 

_ 
,, ,, ,, 150 . . 

>. 
. . . . . . . . 25 ,, ,, 

,, 150 ,, 
‘ 

,, ,, ,, ',, i80 . . . . . . . . . . . 25 ,, ,, 

,, 180 ,,, ,, 5 ,, ,, 25o . , . . . . ._ . . . . 35 ,, ,, 

,, 250 ,, ,, ,, ,, ,, 350 . .' . . . . . . . . . 4o ,, ,, 

,, 350 ,, ,, 
~ 

,, ,, ,, 450 . . . . . . . . . . . 45 ,, ,, 

,,‘ 450 ,! ,, ,, ,, ,, 600 . . . . ._ . . . . . . 51 ,, ,, 

,, 600 ,, ,, ',, ,, ,, 800 ., . . . . . . ._ . . . .57 ,, ,, 

over 8004 . . . . . . . . . . ., . . . . . . . . . .I . . . . 
.l 65 3’ 3, 

To illustrate the way Within the tax operates, the stages of income to which the 
various tax rates were applied in 1963 and 1964 (yearly income from 1962 and 1963) 
are set forth as follows: 

1963 up to 336.000 
I 

7964 up to 504.000 exempt 
between . 336.001 and 420.000 between 504.001 and 650.000 3 per cent 

,, 420.001 ,, 630.000 ,, 630.000 ,, 945.000 5 ,, ,, 

,, 650.001 ,, 840.000 ,, 945.001 ,, 
_ 

1.260.000 8 ,, ,, 

,,- 840.001 ,, 1.059.000 ,, I.2_60.001 ,, 1.575.000 12 I 
,, ,, 

,, . 1.050.001 ,,‘ 1.260.000 ,, 1.575.001 ,, 1.890.000 16 ,, ,, 

,,- 1.260.001 ,, 1.680.000 ‘,, 1.890.001 ,, 2.520.000 zo ,, _,,A 

,, 1.680.001 ,, 2.100.000 ,, 2.520.001 ,, 3.150.000 25 ,, ,, 

,, 32.100.001 ,, 2.520.000 ,, 3.150.001 ,, 3.780.000 30 ,, ,, 

,, 2.520.001 ,, 3.500.000 ,, 3.780.001 ,, 5.250.000 
‘ 

55 ,, ,, 

,, 3.500.001 ,, 4.900.000. ,, 5.250.001 ,, 7.350.000 4o ,, ,, 

,, 4.900.001 ,, 6.300.000 ,, 7.350.001 ,, 9.450.000 45 ,, ,, 

,, 6.300.001 ,, 8.400.000 ,, 9.450.001 ,, 12.600.000 51 ,, ,, 

,, 8.400.001 ,, 11.200.000 ,, 12.000.001 ,, 16.800.000 57. ,, ,, 

I 1100.001 ' 16.800.001 65 ,, ,, 

The minimum taxable salary is the maximum labour salary for the year in which the 
income is accrued. The labour salary is fixed by the government and generally changes 
in accordance with changes in the price level. Thus, tax rates need not change to satisfy 
the State’s revenue needs. Perhaps a curious anomaly exists with regard to this tax: most 
Brazilians know how much the maximum labour salary is but: few know how high the‘ 
minimum taxable salary is. 

TAX CASES 
A Brazilian corporation contracted outside of Brazil with a non—Brazilian corpora- 

tion (known hereinafter as the foreign corporation) for construction that was to be 
done in Brazil. Not only was the contracf entered into outside of Brazil, but it was 
stipulated that the payments to the foreign corporation would also be made outside of 
Brazil. The main office of the foreign corporation-performed various functionsoutside 
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of Braiil, Viz., recruitment of technical personnel, purchase of heavy machinery, prepara- 
tion of various contracts, preparation of the budget, etc, The Brazilian branch of this 
company performed various functions in Brazil, to Wit, furnishing the materials for 
construction, arranging for hiring labourers, accounting for receipts and expenses, 
administering and guiding the performance of the contract, etc. 
The payments, outside of Brazil, were directed to the main office, aqd years later a 

portion of the income (40%) was distributed to the Brazilian branch by its home office. 
.. Only then did the books of the branch office reflect any income from the performance of 
the contract. The tax authorities subjected the “entire payments to tax, and fined the 
Brazilian branch of the foreign corporation because it had not included in its accounts 
the total Brazilian payments. 
The foreign corporation appealed the decision of the tax authorities, arguing that it 

was unimportant that the contract was to be performed in Brazil; what was important 
was the proper allocation of the income for service rendered, and a view must be taken ’ 

to the services performed by the main office. The appellant argued that any other solu- 
tion would be contrary to reality since the main office would be uncompensated for 
the services Which it performed. Also, unless this allocation was made, the remuneration 
would far exceed the actual work done in Brazil. 
The_“Conselh0 de Contribuientes” rejected these arguments and held that although 

art. 35 of the Income Tax Law, in some cases, permits the attribution of income to sour— 
ces within and Without Brazil, in the case at hand the' activity was not within the ambit 
‘of art. 3 5 ; therefore, all receipts from the work must be included in the statement by 
the foreign branch. The “Counsel of Taxpayers” further stated that the income should 
have been included. in the year of receipt. Since the branch did not include the income, 
the fine must be levied. 

_ 

-
. 

This judgement is important because it contributes to the doctrine stated in other 
judgements, namely, that income from Brazilian sources, not income from activities 
performed in Brazil, are taxable in Brazil—See Revista Fiscal e de Legislagag) dc Fazenda, 
597/61, 24/62 and 43 1/61. 
(Rexearzb-editor’x cammegztarie: on tbejmlgemeni pubiibed in Ike Revixta Final e de Legixlafao de Fazenda 7 7 7/6 3 ) . 

GERMANY 
BIBLIOGRAPHY '

\ 

Bewertungxgeietz, Vermo‘gemz‘euergexetz, Kommentat von GfiRSCHING L., A. STENGER und 
'H. DIEDENHOFEN, Kéln, Verlag Dr. Otto Schmidt KG, hose—leaf publication in 2 
volumes, DM 78,— for both Volumes plus DM 4.— for each binder. 
We regularly receive the supplements to this publication. The 16th supplement to 

the basic volume which is a guide to a most difficultsubject, i.e. valuation and net worth 
taxation, appeaged in March' 1964.

' 

Der Bufldexbaw/Jalz‘, Schriftenreihe des Instituts “Finanzen und Steuern”, Heft I 5, Band 
I 5, Bonn, Institut “aanzen und Steuern”, 1964, pp. 195, DM I 5_.——. ' 
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Since 1952 each year one volume (no. 15) of this series is devoted to a survey of the 
public finance situation of the Federal Republic. The Budget is analyzed and data and 
commentaries are given on the receipts and expenditures of the Government. Emphasis 
is put on the development of public finance between 1961 and 1964. 

'
' 

Bundm/erfamungsgeridzt mid Rfics’rkung 1/071 Cemetzen, Schriftenreihe des Instituts “Finan- 
zen und Steuem”, Heft 72, KLEIN F. und G. BARBEY, Bonn, Institut “Finanzen und 
Steuern”, 1964, pp. 138, DM 10.50. 
This book contains a discussion of the problem Whether or not it is permitted to enact 

laws retroactively effective from a date prior to that of its enactment. Discussion is held 
within the scope of critizing decisions of the German High Tax Court since 1951 
related to this matter. After that a theoretical survey on the meaning of retroactiveness of 
law is given. The conclusion is that in a few cases it must be permitted, but that gene— 
rally retroactive laws are not: in accordance with legal security and therefore should 
not be permitted. 

Die Brief/mtg mm Recbtmwkfinftm dart]; die Firmflzz‘z’mz‘er, Spezialfragen im Steuerrecht, 
KAMPMANN M., Stuttgart,_Fachverlag fur Wirtschafts— und Steuerrecht Schafler & Co 
GmbH, 1963, pp. 120, DM 9.80. 
In many transactions, concerning import duties, income tax, etc. rulings are asked 

from the ,tax authorities. A question arises whether or not the tax authorities are 
obliged to render rulings; once rulings are rendered the second problem is effected, 
namely, whether or not the tax authorities are bound, in the case at hand, to their rulings. 
The above and other related problems are discussed in this bo'ok, along with the applic- 
able legal and administrative provisions. 

Grundrixz dew Steuerretbiy, Schriftenreihe der Berliner Verwaltungsschule, Heft 7, 
FECHNER R., Berlin, Verlag Franz Vahlen GmbH, 1960, 5rd edition, pp. 174, DM 
IO.—. 
This educative booklet gives a clear survey of the total German tax law. It is mainly 

written for students and other persons who have no experience with German tax law 
but who are interested in it or Who Wish to have a quick glance at it. The booklet 
covers tax history, tax legislation, organization of tax administration, tax procedure, 
valuation and the separate taxes i.e. federal taxes, state taxes, municipal taxes and addi- 
tional levies such as the “church tax”. The special tax treatment of Berlin is dealt with 
in the appendix. 

Kommem‘ar {um Ummtzlleuergesetz, HUBSCHMANN W., R. GRABOWER, E. BECK, H. VON 
WALLIS und 0. SCHWARZ, Kéln,'Verlag Dr. Otto Schmidt KG, March 1964, loose- 
leaf publication of 5 volumes, DM I 57,— plus DM 4.— for each binder. 
Supplement 27 contains commentary on: WHO pays the tax, how is it computed and 

how is it paid or refunded. 
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Kommmtar gm" Einkommemteuer mid Kfirperxtbaftxteuer, HERRMANN C., G. HEUER, A. 
HEINING und 0. VON SCHILLING, Kfijln, Vcrlag Dr. Otto Schmidt KG, May 1964, 
loose-leaf publication of 6 volumes, DM 174.— for all volumes plus DM 4.-— for 
each binder.

" 

Supplement 59 contains commentary inter a/la about incidental and foreign income, 
incentives fOr investment in development céuntries and assessment of tax-payers who 
received income subject to withholding. In addition it contains an index of decisions and 
an index of “catch words”. 

Osyfent/itbe Finang/yz’lfen an Entu/z'nélzmgxldnder, Finanzwissenschaftliche Forschungsarbei— 
ten, Neue Folge Heft 29, herausgegeben von Prof. Dr. G. Schméldcrs, Universitit 
zu K6111, ZIMMERMANN H., Berlin, Duncker & Humbult, 1963, pp: V168, DM 19.80. 
This book covers the field of financial aid to development countries. The author 

states that private investments since 1948 have decreased and that public investments 
have increased. Conditions, however, often remained as in a private contract. Many 
development countries therefore sufl'er under a high burden of financial debts to 
foreign nations. The World Bank has this as one problem under discussion. The book 
starts with a short historical survey, inter alia the discussions in the UN. of 1949 and 
1952. The subsequent part is devoted to the theory of possible forms of financial aid 
both from an economic pbint of View and from a political point of View. The third part is 
directed to the new criteria of theoretical thought on practical aid given by several capital 
exporting countries and financial organizations. 

Sclme/lkaflez' dex deutmben Rabi: bzw. de; Steuerrerbis, K6111, Verlag Dr. Otto Schmidt KG, 
April 1964, loose—leaf publication of 4 volumes pertaining to taxes, DM 48.—~ for 
4 volumes. - - 

Supplement 124 contains the directives to the income tax of 196 3 and regulations to 
the depreciation of buildings. 

Steuerer/wxe in Kartez'form, FELIX G. und D. CARLE, K6111, Verlag Dr. Otto Schmidt 
KG, March 1964, loose—leaf publication of 7 volumes, DM 73.— for all volumes. 
Supplement 51 contains rulings and disposals pertaining inter alia to the computation 

of profits and net worth, depreciation on buildings, alienation of a business, business tax, 
wage tax, exemptions and rates for turnover tax. ' 

Steuerreclytxprerlmng in Kartezform, HUBSCHMANN'W. und P. KAATZ, K6111, Verlag Dr. 
Otto Schmidt KG, April 1964, loose—leaf publication in 19 volumes, DM 164.— 
for all volumes plus DM 3.50 for each binder. 
Supplement 148 contains decisions inter did about notices of assessemt to tax; waiver 

of tax; accounting; returns; appeals; equity in tax treatment of spouses; abuse of com- 
mercial law provisions to avoid taxes; domicile and residence; computation of profits 
income from employment and wage tax. 
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INDIA 

TAX NEWS 
Reported by: K. C. Khanna, 16 Strandroad, Calcutta 

Finance Act, 1964 
The Finance Act, 1964 received the assent 
of the President on 28th April, 1964 
and has been passed as Act No. 5 of 1964. 
No material changes have been made in 
the original proposals but the following 
amengments are worthy of note: 

Perwflal T axaz‘z'an 
(i) The Iexemption limit in respect of 

individuals has been revised and the 
current limits of annual income 
exempt from tax in their cases are as 
follows: 
(a) Unmarried individ- 

. uals ~ Rs. 1,000— 
(b) Married individual 

with no child 
(c) Married individual 

with one child 
(d) Married individual 

with more than one 
child v Rs. 4,000.— 

(ii) Stipends or remunerations received by 
foreign students and professors from 
Foreign Governments or Institutes 
for carrying on research work in India 
under an approved programme will 
be exempt from taxation for a period 
of 2 years for each such individual. 

Rs. 5,200.— 

Rs. 3,600.— 

Corporate Taxation 
(i) Some relief in the form of reduced 

rate of tax on profits has been given to 
small companies in which the public 
is not substantially interested. Details 
are given in the Tables below. 

(ii) Manufacturing companies and com- 
panies the book value of whose 

, plant and machinery is Rs. 5,000,000 
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or more will be exempt from com- 
pulsory distribution of profits. 

(iii) The development rebate (investment 
allowance) at 200/O of cost will be 
allowed in respect of second-hand 
plant and machinery imported from 
abroad. 

'

V 

(iv) Additional depreciation at 50% of 
the normal rate of depreciation will 
be allowed for a third shift working of 
the plant and machinery. 

(v) The list of basic industries entitled 
to a tax rebate of 10% (20% in case 
of surtax) has been amended to in- 
clude electronic equipment, petro- 
chemicals, manganese ore, dolomite 
and mineral oils; coffee and rubber 
have been deleted from the list. 

Table A. 
A. Indian Companies in which the public 

is substantially interested. 
rate of tax 

(a) With income not exceeding 
Rs. 2 5.000 on total income 42.5% 

(b) With income exceeding 
Rs. 25,000 
(i) on income attributable to 

specified “priority” indus- 
tries 45 % 
on other income 50 % 

B. Indian Companies in Which the public 
is not substantially interested, 

(a) With income not exeeding 
Rs. 5 lakhs 
(i) on the first Rs. 2 lakhs of 

total income attributable 
to specified “priority” in— 
dustries 45 %
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(ii) on the balance of such in- 
come ' 

54 % 
(iii) on the first Rs. 2 lakhs of 

total income attributable 
to manufacturing or pro- 
cessing of goods other 
than in specified “priofi- g 
ty” industries 50 % 

(iv) on the balance of such in— 
v come ' 60 % 

(b) With income exceeding 
Rs. 5 lakhs ‘ 

(i) on income attributable to 
specified “priority” indus- 
tries 54 % 

(ii) on other income 60 % 
c. Fo£eign Companies operating in 

' India through a Branch. 
On all income . 65 % 

NOTE: The table is confined to income tax 
and super tax and does not take into account 
additional levies in the form of dividend 
tax, bonus tax and surtax on company 
profits which further enhance the effective 
rate *of corporate taxation. 

Table B. 
Rates of tax payable by Companies on in- 

come from ’div'idends, rdyalties and 
technical service fees. , 

1. Indian Company Rate ofTax 
(a) income from dividends 25% 
(b) other income As per Table A 

2. Forcign Company 
(a) dividends from a closely-held

‘ 

Indian company (“controlled 
corporation”) engaged in a ' 

“basic” industry I 5% 
(b) dividends from any other In— ’ 

dian company 250/o 
(c) royalties from an Indian'con- 

cem in pursurance of an 
agreement made on or after- 
I.4.61 and apprdved by the 
Government 5 0% 

(d) fees for technical' services
' 

received from an Indian con— 
cern in pursuance of an. 
agreement made after 29.2.64 
and approved by the Govern- 
ment 50% 

“Basic“ or “Priority” industry includes 
iron and steel, aluminium, coal, boilers 
and steam generating plants, equipment 
for thé generation and transmission of 
electricity, machine tools, tractors, ce— 
ment, fertilizers, paper, tea, electronic 
equipment, petrochemicals etc. 

IT_ALY 
BIBLIOGRAPHY 

Finanza Pub/Ea. T ome Secondo — Partz' Speciali, Trattato ‘Italiano di Ecbnomia,’ Volume 
XIV, CELESTINO ARENA, Torino, Unione Tipografico — Editrice Torinese (UT ET), ‘ 

1963, pp. 725, 7500 Lire.‘ 
This second Volume 011. the study of public finance in Italy is devoted to specific 

subjects. It contains not only a general theoretical discussion of the principles of public 
finance, but it also contains a survey of the present system of taxation in Italy. 
The publication has six sections: 
v— Section I : a general discussion of the technique of taxation 
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— Section II : assessment and collection of taxes 
' — Section III: the Italian tax system 
— Section Iv : local public finance; the relation between the state and local entities 
— Section V : problems of public finance in case of economic depression or war 
— Section VI : international public finance; international financial bodies, tax problems 

with respect to the EEG and tax problems caused by international 
cooperation. 

‘

‘ 

(For a discussion of Tome I, see Bulletin Vol. XVII; nr. 6, p. 568). 

Ilfofldameflto tearim de/l’z'flqfioxta dz’ regixtro — Applicazione pratz'ca e prob/9172i relativi, Dott. 
WALTHER ALVISI, Milano, 1963, pp. 9 5. 
This publication contains a critical discussion of the theoretical principles underlying 

the Italian Registration duties, and a survey of the practical application of these duties. 
This survey is amplified by many examples based on case law. 

JAPAN 
BIBLIOGRAPHY 

Proreedz'flgx of the Special Meetingof the japan T ax AJJotz'az‘iofl on Tax Sjjteflz and Admini- 
Jz‘mtz'ofl in Afl'an Comirz'ex, April 8th to 16th, 1965, edited by HIDEYASU IWASAKI — 
Japan Tax Association, 2,1—chome, Marunouchi, Chiyoda-ku, Tokyo, 282 pages, 
1964.

I 

Price $5.60 (Airmail $9.20) 
The Japan Tax Association deserves to be better known outside of Japan than it 

actually is. According to its by-laws, “the particular objects . . . shall be to promote 
theoretical and practical studies on the subject of taxation, and to help to diffuse the 
knowledge or experiences attained therefrom.” 
The Association has done much to disseminate information about the Japanese tax 

system. Its officers and members have made successful efforts to acquire knowledge 
about tax systems in other countries, especially those of the West. 
Commendation must be directed to the Association for the important and interesting 

initiative which it had undertaken in the spring of 1963. Leading tax officials from a 
large number of Asian countries, many of which are known as developing countries, 
were brought together. Delegations came from Cambodia, China, India, Indonesia, 
Korea, Laos, Malaya, Philippines, Singapore, Thailand and Viet—Nam. The Organisafion 
for Economic Cooperation and Development was represented by the chairman of its 
Fiscal Committee, Prof. A.]. van den Tempel, and in attendance for the United States 
Internal Revenue Service was Mr. Robert L. Chandler, representative in Manila. 

The agenda included five subjects for discussion, Viz. 
— Tax policy and tax system 
7 Taxation of foreign corporations and aliens 
— Special measures for industrial developmeng 
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— Tax Administration 
— Various problems With respect to conventions for the avoidance of double taxa- 

tion. 
.

> Two days of intensive discussions were followed by visits to various Japanese business 
firms throughout the country. Thus, theory and practice were combined and this should 
contribute' to a more profound knowledge of the problems faced by corporate taxpayers. 
The first day was devoted to introductory remarks by the heads of the delegations 

directed to the above'subjects as they pertain to their 1e5pective countries. These talks, 
comprising 75 pages, were preceded by a welcome address from the President of {the 
Japan Tax Association, the Minister of Foreign Affairs and the Minister of Finance of 

1 

Japan, as well as a talk by Prof. van den Tempel on tax developments in the European 
Common Market. 
The next 30 pages of the book are devoted to discussions of the second day, during 

which questions were directed from the floor to a panel of delegates. The questions per- 
tain mainly to the taxation of Japanese business firms operating in the delegate represent— 
ed countries. The attitude of the tax authorities Vis-é-Vis foreign business were set 
forth clearly. 
The third section of this book (160 pages) contains detailed answers to questionnaires 

submitted by the Japan Tax Association to the Governments represented. This is of
' 

utmost importance as it sets forth information which is otherwise difficult to obtain. 

The preparatory work done by the members of the Japan Tax Association must have 
been enormous. Tax experts throughout the world benefit from the Association’s 
initiative because of the fruitful exchange of ideas and experiences. This meeting and 
book may be qualified as a landmark work which must be consulted by anyone having 
concern with taxation in the represented countries; countries which will only be able to 
solve their economic problems through a well administered tax system. A direct result of the meeting in Tokyo was that the Philippine representatives com- 
pared analytically the income tax structures of the represented countries. For a brief 
review, see below. 

Comparative may on the Indz'm'dm/ Income Tax Structurey of Selected AJ‘idfl C ountrz'ex, ANGEL 
Q. YOINGCO and F. RUBEN TRINIDAD, Japan Tax Association, April 1964. 40 pages. 
The meeting of eleven Asian countries in Tokyo in April 1963 (see the preceding re— 

view), resulted in the two Philippine represéntatives having analytically compared the 
tax burdens in the countries concerned. The drawback with this publication was that the 
authors had insufficient data on the distribution of income among the various groups 
of taxpayers. Therefore assumptions were made in the analysis. The comparisons “re- 
flect the features of the individual income tax system, such as the level of exemptions, 
progressiviry, flexibility and the level of personal income taxation in general”. 

After stating that a comparison of tax burdens on the basis of foreign exchange rates 
would be erroneous because they do not take into account such factors as standard of 
living, cost of production, taxable capacity, and the stage of economic development, the 
authors proceed to a comparison of all types of ratios. 
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First, A comparison is made of intome subject to the minimum tax rate. The basis of compari- 
son is the income of a family of five, which was assumed to be the per capita income 
multiplied by 5. 

The amount of personal exemptions is assumed to be that which conforms to a certain 
standard of living. On the basis of these assumptions, the result is that in a number of 
countries the average five—member family income is lower than the income subject to 
the minimum tax rate. 
Another comparison concerns the flexibility of the tax burden on changing incomes. 

This is arrived at by computing ratios between (a) a change in tax liability, Le. tax rate, 
and (b) a change in gross income. Since statistical data on income tax returns were not 
available, the authors have “measured this flexibility by the degree in which income is 
taxed at various rates as it moves from one bracket to another”, starting from the tax 
tables in each of the countries concerned. 
A third comparison is made on the effective tax rates. The basis started from is for each 
country, What the authors —erreoneously‘— refer to as “maximum taxable income”, 1.6. 
the amount of gross income above which a flat rate is applied. The assumptions here 
are twofold. First, that “taxpayers who are in the highest taxable income bracket are 
.in the same level of satisfaction”. This means that it is assumed that a taxpayer in the 
Philippines, where the highest bracket is 500,000 Pesos, can compare with a taxpayer 
in Japan (highest bracket 60,000,000 Yen) or Malaya (5 5,000 Malayan 3), etc. whatever 
the foreign exchange rate is. 
The second assumption is that taxpayers in different countries earning the same percen- 

tage of the “maximum taxable income” in their respective countries are on equal levels 
of satisfaction. Thus, the taxpayers in the three above-mentioned countries, Whose 
incomes amount to respectively 25,000 Pesos, 5,000,000 Yen and 2,750 Malayan ‘3, 

which in the three cases is 5 per cent of the “maximum taxable income”, are considered 
as comparable as far as the burden of income tax is concerned. By applying the tax tables 
to these incomes, the respective percentages are 19.92, 28.26 and 6.18. A table gives the 
effective income tax rates, computed in the way described, for nine countries and for 
twenty percentages of “maximum taxable income”. 

In the discussions about the tax aspect of the problems relating to developing coun— 
. tries, this form of analysis deserves more attention and it would be useful if‘ further 
similar studies would be undertaken. 

MEXICO 
Reported by: Roberto Casas, Abogado, Avenue Hidalgo 5, Mexico D.F. 

Survey of The Meximn General Income T ax 
The Mexican General Income Tax is regulated by the Federal Law of December 30, 
195 3, issued by the Congress of the Union and published in the Federation Courant of 
Decembergr, I953. _ _ 

This law, effected as of January 10, 1954, had had various modifications added thereto; 
the last modification occurring on January 10, 1964. This law contains the rules which 
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govern the payment of the general income 'tax by all individual and juridical entitiCS, 
be they national or foreign. ' 

The structure for the tax is schedular, subjecting to the tax the income from different 
categories. Each category has its own provision. for deductions in reaching taxable 
mcome. ' 

Schedule : This schedule subjects to tax the commercial activities of individual and 
juridical persons, nationals or foreign. The progressive tax ranges from 5% to 39% of 
the taxable income (gross income less the allowed deductions). 

Rafe Schedule an Annual Taxable Income V 

fixed amount ' % applicable 
lower limit upper limit Vof tax on the excess 

' 
' oflower limit 

between 0.01 and 2,000.06 exempted 
' 

2,000.01 3,500.00 . 5% 
5,500.01 

‘ 5,000.00 ~ 75.00 6% 
5,000.01 

V 

8,000.60 . 165.00 , 
r 7% 

8,000.01 I 1,000.00 375.00 8% 
1 1,000.01 14,000.00 615.00 9% 
14,000.01 20,000.00 885.00 10% 
20,000.01 26,000.00 

. 

1,485.00 I 1% 
26,000.01 ‘ 32,000.00 2,145.00 12% 
32,000.01 38,090.00 

' 2,865.00 I 3% 
38,000.0I 50,000.00 5,645.00 14% 
50,000.01 62,000.60 _ 5,325.00 , 

I 5.1% 
62,000.01 74,000.00 7,157.00 16.2% 
74,000.01 86,000.00 9,081.00 

' 17.3% 
86,000.01 100,000.00 I 1,157.00 18.4% 

100,000.01 125,000.00 ' 13,735.00 19,50/0 

125,000.01 150,000.00 18,608.00 20.6% 
I 50,000.01 175,000.00 23,758.00 21.70% 
175,000.01 200,000.00 

V 

29,183.00 22.9% 
200,000.01 250,000.00 34,908.00 24.1% 
250,000.01 300,000.00 46,95 8.00 25.3%‘ 
500,009.01 

. 

350,000.00 59,608.00 
' 26.5% 

550,000.61 400,000.00 72,000.00 27.8% 
400,000.01 500,000.00 86,75 8.00 v 29.1% 
500,000.01 750,000.00 I I 5,858.00 30.4% 
750.000.01 1,000,000.00 191,858.00 31.7% 

1,000,000.01 1,250,000.00 271,108.00 
» 

33.1% 
1,250,000.01 

-' 1,500,000.00 , 553,858.00 
' 

54.5% 
1,500,000.01 1,750,000.00 440,108.00 360/0 

1,750,000.01 2,000,000.00 530,105.00 37. 5% 
2,000,000.01 and higher 

' 

623,85 8.00 39% 
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The tax must be prepaid in the fifth, ninth and twelfth month of corresponding fiscal 
year, and three months following the filling of the income tax return which is filed at the 
end of the fiscal year. ' 

v ' 

Scbedu/e II: This schedule subjects to tax the income from industrial activities of individ- 
dual and juridical persons, national or foreign. The tax is the same as hereinbefore 
mentioned in Schedule I. 

St/Jedule III: This schedule subjects to tax the income from agriculture, ranching and 
fishing. The progressive tax, ranging from 3.2% to 25%, is applicable on annual 
taxable income (gross income less allowed deductions) and it is set forth as follows: 

lower limit ’ upper limit fixed amount » % applicable 
‘ of tax on excess of 

_ 

lower limit 
between and 

_ 

exempted 
2,000,01 

7 

3,500.00 3.2% 
3,500.01 5,000.00 48.00 3.60/0 
5,000.01 8,000.00 102.00 4 0/0 

8,000.01 
> 

I 1,000.00 
' 

222.00 4.60/0 
11,000.01 14,000.00 560.00 5.20/0 

14,000.01 20,000.00 516.00 5.8% 
20,000.01 26,000.00 864.00 6.50/0 
26,000.01 32,000.00 1,254.00 7.2% 
32,000.01 58,000.00 1,686.00 7.9% r 

38,000.01 ‘ 50,000.00 2,160.00 8.6% 
50,000.01 62,000.00 

‘ 

5,192.00 9.4% 
62,000.01 74,000.00 4,320.00 10.2% 
74,000.01 86,000.00 5,544.00 11 % 
86,000.01 

_ 
100,000.00 6,864.00 I 1.8% 

100,000.01 I 25,000.00 8,516.00 I 2.6% 
125,000.01 150,000.00 11,666.00 13.5% 
I 50,000.01 _ 175,000.00 I 5,041.00 14.4% 
175,000.01 200,000.00 18,641.00 15.3% 
200,000.01 250,000.00 22,466.00 16.2% 
250,000.01 300.000.00 30,566.00 17.1% 
300,000.01 350,000.00 39,116.00 . 18 % 
3 5 0,000.01 400,000.00 48,1 16.00 19 % 
400,000.01 500,000.00 57,616.00 20 % 
500,000.01 750,000.00 77,616.00 21 0/0 

750,000.01 1,000,000.00 ' 130,116.00 22 0/o 

1,000,000.01 1,250,000.00 185,116.00 2; % 
1,250,000.01 1,500,000.00 242,616.00 24 % 
1,500,000.01 and higher 302,616.00 25 % 
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The prepayment of the tax, upon cattle ranching efiterprises, is based upon a stamp tax 
of 1% of sales which must be included as part of the invoice. ' '

‘ 

It is important to note that according to a convention between the National Cattl 
’ Confederation (“Confederacién Nacional Ganadera”) and the Secretary of the Treasury 
held on June 5, 196 3, a set amount of tax is paid on each head of cattle sold and when 
this is paid, this income will not be subject f0 any other schedular tax. 

.S‘rbedule IV: This schedule subjects to the tax income earned under the dependence 
and direction of one or more employers. This tax is paid on gross income without 
deductions. ' 

The tax is Withheld by the employer and delivered monthly to the Tax Collection 
Office. At the end Of the year the employee must file a return to account for all income 
subject to this schedule, whereupon the progressive rate is imposed. When the tax is 
computed at the end of the year the Withholdings by the employer are deducted. 

The tax is as follows: 
Annual taxable income 

lower limit upper limit 
V 

fixed amount 
‘ 

o/o applicable 
of tax 

V 
_ 

on excess of 
lower limit 

between and exempted 
0.01 6,000.00 0.00 

6,900.01 7,200.00 54.00 2.10% ' 

7,200.01 8,400.00 79.20 2.15% 
8,400.01 9,609.00 ' 

' 105.00 ‘ 2.21% 
9,600.01 10,800.00 

1 

131.52 2.27% 
10,800.01 12,000.00 - 158.76 2.57% 
12,000.01 18,000.00 189.60 3.54% 
I 8,000.01 24,000.00 402.00 

‘ 

4. 5 0% 
24,000.01 30,000.00 ' 672.00 5.45% 
30,000.01 

' 

36,000.00 999.00 6.5 5% 
36,000.01 

' 

48,000.00 1,392.00 ' 8,30% 
48.000.01 60,000.00 . 2,588.00 9.85% 
60,000.01 72,000.00 3,570.00 I 1.20% 

’ 72,000.01 84,000.00 4,914.00 1 2.40% 
84,000.01 » 96,000.00 6,402.00 I 3. 5 0% 
96,ooo.o I 108,000.00 8,022.00 . 14.60% 
168,000.0I 120,000.00 ' 9,774.00 15.65% 
120,000.01 144,000,00 11,652.00 

_ 17.75% 
144,000.01 

I 

168,000.00 
, 

15,912.06 ' 19.75% 
168,000.01 216,000.00 20,652.00 

V 

' 

. 25.07% 
216,000.01 264,006.00 31,725.60 26.410/O 
264,000.01 3 3 6,060.00 44,402.40 30.65 0/0 
336,000.01 v 408,000.00 ' 

66,470.40 34.12% 
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lower limit upper limit 

408,000.01 480,000.00 
480,000.01 840,000.00 
840,000.01 and higher 

fixed amount 
of tax 
91,036.80 

I 19,908.80 
292,816.80 

% applicable 
on excess of 
lower limit 
4,0.x00/o 

48.03% 
50.00% 

Schedule V: This is applicable only to national or foreign individuals; but associations 
of professionals, e.g. firms of lawyers, engineers, accountants, etc. are included Within 
this schedule. 

The progressive taxis applied t 

ldwer limit 
_ 

upper limit 

between and 
9.01 I2,ooo.oo 

2,000.01 3,500.00 
' 

3,500.01 5,000.00 
5,000.01 8,000.00 
8,000.01 I 1,000.00 

1 1,000.01 14,000.00 
14,000.01 20,000.00 
20,000.01 26,000.00 
26,000.01 3 2,000.00 
52,000.01 3 8,000.00 
38,000.01 50,600.00 
50,000.01 62,000.00 
62,000.01 74,000.00 
74,000.01 86,000.00 
86,000.01 - I 00,000.00 

100,000.01 I 2 5 ,ooo.oo 
I 25,000.01 

' 

I 50,000.00 
I 50,000.01 175,000.00 
1 75,000.01 200,000.00 
200,000.01 250,000.00 
250,000.01 300,000.00 
300,ooo.o I 3 50,000.00 
3 50,000.01 400,000.00 
400,000.01 500,000.00 
500,900.01 75 0,000.00 
750,000.01 1,000,000.00 

I ,ooo,ooo.0I and higher 
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fixed amount 
of tax 

60.00 
I I 1.00 
171.00 
309.00 

- 471.00 
657.00 

1,077.00 
1,5 57.00 
2,097.00 
2,697.00 
4,017.00 
5,481.00 
7,089.00 
8,841.00 

I 1,05 3.00 
- 15,303.00 
19,878.00 
24,778.00 
30,003.00 
41,103.00 
52,903.00 
65,405.00 
78,65 3.00 

106,65 5.00 
I 80,403.00 
257,905.00 

0 the annual taxable income and is as follows'.: 
Annual taxable income 

% applicable 
on excess of 
lower limit 

3 0/0 

34% 
4 % 
4.6% 
5-40/0 
6.20/0 

7 % 
8 % 
9 % 
10 0/o 

11 % 
12.2% 
134% 
14.6% 
15.8% 
I7 % 
18.3% 
19.6% 
20.9% 
22.2% 
23.6% 
25 °/o 

26.5% 
28 0/0 

294% 
51 0/0 

as %
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The income from professional entertainers, sportsmen, etc. who do not continuously 
perform their activities within the country, are taxed under a special tax applicable 
upon each individual receipt. ‘ 

Up to 500.00 ‘ 8% 
between $ 500.01 and 1,000.00 10% 

I,OO0.0I 
' 

1,500.00 12% 
1,500.01 2,000.00 ’ 15% 
2,000.01 3,000.00 .' 20% ‘ 

3,000.01 4,000.00 25% 
4,000.01 and higher 50% 

The taxpayer Within this schedule must submit invoices wherein a stamp for the tax due 
must be affiXed. The prepayment will be deducted from the entire tax due which is base 
upon the taxpayer’s tOtal taxable income for the calendar year. ' 

St/Jedule V]: This schedule subjects the individual or juridical person (national or foreign) 
to tax on the income derived from the transfer of urban real property or securities by 
individuals or civil companies or associations. 

V

. 

The rules for taxing interest varies according to the transaction within which it is 
derived. In some cases the tax of 10% is withheld by the pay’or; in other cases the sched- 
ular taxis applied. In still other cases a special tax is imposed, namely, when the interest 
on a single transaction is greater than 15% the taxis 50% of the interest collected; if 
the interest is I 8% or more, the excess from 1 8% is taxed at 90% of the interest collected. 

Generally the tax is levied on the gross income without deductions, and it is as follows: 

lower limit upper limit 
1 

fixed amount 
‘ 

' % applicable 
of tax ' on excess of 

lower limit 
between and 

V 

0.01 2,000.00 v 10.0% 
2,000.01 - 5,000.00 200.00 ' 

I 1.3% 
5,000.01 8,000.00 539.00 12.6% 
8,000.01 

I 

14,000.00 917.00 13.9% 
14,000.01 20,000.00 1,751.00 

' 

15.2% 
20,000.01 26,000.00 ' 2,665.00 16.5% 
26,000.01 58,000.00 3,655.00 17.9% 
38,000.01 50,000.00 

> 
5,801.00 

' 

19.3% 
50,000.01 ' 62,000.00 8,1 17.00} 20.7% 
62,000.01 75,000.00 

' 

, 10,601.00 - 22.1% 
75,000.01 

’ 

100,000.00 
V 

‘ 
13,474.00 23.5% 

100,000.01 125,600.00 ‘ 19,349.00 24.9% 
125,000.01 - I 50,000.00 25,574.00 26.4% 
I 50,000.01 

4 

‘ 

200,000.00 32,174.00 27.9% 
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lower limit upper limit ' fixed amount % applicable 
- of tax on excess of 

lower limit ' 

200,000.01 2 50,000.00 46,124.00 29.4% 
2 50,000.01 3 5 0,000.00 60,824.00 30.9% 
3 50,000.01 408,000.00 91,724.00 

' 

32.4% 
408,000.01 480,000.00 I 10,516.00 36.0% 
480,000.01 720,000.00 I 3 6,436.00 40.0% 
7zo.ooo.or 840,000.00 232,436.00 45.0% 
840,000.01 and higher 286,436.00 50.0% 

The gain from the sale of urban real estate and securities by individuals, civil companies 
and civil associations, are tented as follows: 

taxable income a 0 g“ o g“ o 

8 fig aé 
' o w o 6% o #9: o u 0, 

time elapsed between acquisition 8 
g“ 

a 8 Q; a I; “8’ §_ date and sale [g 9 £3 3 Lg 3 a 3% 
up to 1 year . . . . . . . . . . . . 12% 14% 16% 180/0 20% 
more than I year up to 3 years . . . . 10% 12% 14% 16% 18% 
more than 2 years up to 3 years . . . , 8% 10% 12% 14% 16% 
more than 3 years up to 4 years . . . . 6% 8% 10% 120/0 14% 
more than 4 years . . . . . . . . . . 5% 6% 80/0 100/0 12% 

Schedflle VII: This schedule subjects to tax the profits distributed or which must be 
' 

distributed by' all Mexican or foreign enterprises doing business in Mexico. 
The tax rate of 15% is levied on distributable profits and must be Withheld and paid 

to the tax authorities by the corporation. Where bearer shares of a corporation are not 
deposited with a financial institution an additional 5% of the gross distributable profits 
per bearer shares will be levied. The distributable profits upon which the tax is calculated 
is not the distributable dividends but rather the accounting profits adjusted to satisfy 
legal requirements. 

In case a general meeting of shareholders decides to reinvest 100% of the profits and 
the company has not received any authorization from the Minister of Finance, the 
company must withhold the tax thereon. Exempt from this tax ate dividends distributed 
by investment companies, or which come from securities exempted in Schedule VI, or 
when a tax imposed'by Schedules VI or VII has can Withheld and paid. 

Also exempted from this tax are the profits distributed by» companies composed of 
professionals. ' 

Sibedu/e VIII: This schedule subjects to tax the income from the following: leasing and 
subleasing real estate; businesses of a commercial, industrial, agricultural, cattle-raisin g 
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or fishing nature: premiums and royalties and remunerations of any kind brought about 
by‘the exploitation of patents, trademarks, trade names, or copyrights Where the income 
is derived by someone other than the owner; also included is income from film distribu- 
tions, jukeboxes, weighing machines and Vending machines. 

Case law permits different deductions in the above categories but the tax is uniformly 
as follows: 

annuél taxable income 

lower limit upper limit fixed amount % applicable 
' of tax on excess of 

lower limit 
between and 

0.01 2,000.00 10.0% 
2,000.01 5,000.00 200.00 I I .3% 
5,000.01 ‘ 8,000.00 1 559.00 . 12.6% 
8,000.01 14,000.00 917.00 13.9% 

14,000.01 20,000.00 1,751.00 I 5 .20/0 

20,000.01 26,000.00 2,663.00 I 6. 5% 
’ 

26,000.01 38,060.00 3,653.00 
' 17.9% 

38,000.0I _ 
50,000.00 ' 5,801.00 19.3% 

50,000.01 62,000.00 8, I I 7.00 20.7% 
62,000.01 75,000.00 10,601.00 v 21.1% ' 

75,000.01 100,000.00 I 3,474.00 23. 5 % ' 

100,000.01 I 25,000.00 I 9,349.00 24.9% 
125,000.01 150,000.00 25,574.00 26.4% 
150,000.01 200,000.00 32,174.00 27.9% 
200,000.01 250,000.00 46,1 24.00 

' 29.4% 
250,000.01 350,000.00 60,824.00 30.9% 
550,000.01 408,000.00 1 91,724.00 52.4% 
408,000.01 480,000.00 I 10,516.00 ‘ 36.0% 
480,000.01 720,000.00 156,436.00 40.0% 
720,000.01 

' 

840,000.00 23 2,43 6.00 45 .o% 
840,000.01 and higher V 

. 286,436.00 ' 
50.0% 

The income from leasing and subleasing real estate is subject to the preceding tax, 
but it is possible to reduce the taxable income by 30% for the following tax as estab- 
lished by Presidential Decree of September 24, 1942: 
in Case of controlled rents 0.14% 
rents from m$n I to m$n Looo 0.75% 

over 1.000 5.00% 

The tax is paid 'by stamps which must be affixed to the vouchérs Which corrobarate the 
payment. -

' 
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Schedule IX: This schedule subjects to tax the income or consideration received in any 
manner from the sale or exchange of a contract, license, concession-or authorization by 
the Federation, Municipality or Province. Where the Federation, Municipality or Pro- 
vince issued any concession, license, authorization or tight for the exploitation of mineral 
rights, the sale (total or partial) or exchange of any of the above rights is subject to the 
tax under this schedule, as follows: 

lower limit 

between 
0.01 

2,000.01 
5,060.01 
8,000.01 

14,000.01 
20,000.01 
26,000.01 
3 8,000.01 
50,ooo.o I 

62,000.01 
75,000.01 

100,000.01 
I 25,000.01 
I 5 0,000.0 I 

200,000.01 
2 5 0,000.0 I 

5 50,ooo.o I 

500,000.01 
7 5 0,000.01 

1 .ooo,ooo.or 
1,250,000.01 
I, 5 00,000.01 
1,750,000.01 

annual taxable income 

upper limit 

and 
z;ooo.oo 
5,000.00 
8,000.00 

14,000.00 
20,000.00 

’ 

26,000.00 
3 8,000.00 
50,000.00 
62,000.00 
7 5,000.00 

100,000.00 
I 2 5,000.00 
I 50,000.00 
200,000.00

' 

2 50,coo.co 
3 50,000.00 
500,000.00 
7 50,000.00 

1,000,000.00 
1,25o.ooo.oo 
I, 5 00,000.00 
1,75 0,000.00 
2,000,000.00 

2,000,000.01 and higher 

T ax on Exam-J Profit: : 

fixed amount 
of tax 

400.00 
1,039.00 
1,717.00 
3,151.00 
4,663.00 
6,25 5.00 
9,601.00 

13,1 17.00 
16,801.00 
20,974.00 
29,349.00 
38,074.00 
47J74~°° 
66,124.00 
85,824.00 

126,724.00 
190,324.00 
300,524.00 
4I4,324.oo 
532,324-00 ' 

655,074-00 
782,574.00 
915,074.00 

% applicable 
on excess of 
lower limit - 

20.0% 
21.3% 
22.6% 
239% 
25.2% 
26.5% 
279% 
295% 
507% 
32.1% 
33.5% 
349% 
364% 
579% 
394% 
4°-9% 
424% 
44.0% 
45-6% 
47-20/0 
49-10/0 
51.0% 
55-00/0 

55-070 

This subjects to tax individuals or juridical persons (national or foreign) whose annual 
income, as assessed under schedule I, II, III, is higher than 300.000 and whose yearly 
taxable income is higher than 15% of the working capital. The applicable tax on the 
above annual taxable income is as follows: 
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Taxable income up to 15% of the working capital ' Exempt 
between I 5% and 20% of the working capital 

' 5% 
between 20% and 50% of the working capital ‘ 

. 

' 10% 
between 30% and 400/O of the working capital ‘ 

' 

150/0 

between 40% and 50% of the working capital I 
V 20% 

over 50% 25% 

This tax may not exceed 10% of the taxable income under schedules I, II, or III. 

T ax on amm‘ulated income: 7 

This subjects to tax the individuals (national or foreign) 
' who have a yearly income 

greater than 1 80,000 and who must-pay tax under two or more schedules. 
The taxable income is the sum of all taxable income under the various schedules. 

The tax is levied as follows: 

Up to 275,000.000 v . 30/0 

from 275,000.01 to 300,000.06 3.25% ’ 

500,090.01 325,000.00 3.50% 
325.000.01 350,000.00 3750/0' 
350,000.01 375,000.00 4.00% 
375,000.01 ’ 400,000.00 4.25% 
400,000.01 425,000.00 . 4.50% 
425,000.01 v 450,000.00 

’ 4.75% 
450,000.01 475,000.00 5,00% 
475,000.01 . 500,000.00 5.25% 
500,000.01 

‘ 
525,006.00 5.50% 

525,000.01 5 50,000.00 5.75 0/0 
550,000.01 ' 

. 
- 575,000.00 

' 6.00% 
575,000.01 ' 

' 

600,000.00 6.25% 
600,000.01 625,000.00 6.50% 
625,000.01 650,000.00 6.75% 
650,000.01 675,000.00 7.00% 
675,000.01 ' 700,000.00 7.25% 
700,000.01 

1 

725,000.00 7.50% 
725,000.01 750,000.00 7.75% 
750,000.01 775,000.00 8.00% 
775,000.01 

_ 
800,000.00 8.25% 

800,600.01 825,000.00 8.50% 
825,000.01 850,000.00 8.75% 

‘ 

850,000.01 875,000.00, 9.00% 
875,000.01 906,000.00 ‘ 9.25% 
900,000.01 - 925,000.00. 9.50% 
925,000.01 

V 

950,000.00 9.75% 
950,000.01 " 

_ 
975,000.00 . 10.00% 
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from 97 5,000.01 to 1,000,000.00 10.25% 

1,000,000.01 1,025,000.00 10.50% 
1,025,000.01 1,050,000.00 10.75% 
1,050,000.01 1,075,000.00 11.00% 
1,075,000.01 1,100,000.00 I 1.25% 
1,100,000.01 1,1125,ooo.oo 1 1.50% 
1,125,000.01 1,150,oo.oo 11.75% 
1,150,000.01 1,175.ooo.oo 12.00% 
f,I75,ooo.01 1,200,000.00 12.25% 
1,200,000.01 1,225,000.00 12.50% 
1,225,000.01 1,250,000.00 12.75% 
1,250,000.01 1,275,000.00 v 13.00% 
1,275,000.01 1,300,000.00 13.25% 
1,300,000.01 1,525,000.00 13.50% 
1,325.000.01 1,350,000.00 13.75% 
1,350,000.01 1,375,000.00 14.00% 
1,375,009.01 1,400,000.00 14.25% 
1,400,000.01 1,425,000.00 14.50% 
1,425,000.01 1,450,000.00 14.75% 
1,450,000.01 and higher 15.00% 

Additional Tax on the Renumeration for Personal Service. This tax is levied at 1% of 
the gross income, only when the income is subject to tax under Schedules IV or V. 

Reported by: Roberto Casas, Abogado, Avenue Hidalgq 5, Mexico - D.F. 

BIBLIOGRAPHY 

Rel/21ml Firmly Fimmz'em, December ‘1963, contains an article by H. BRISENO SIERRA 
about: - 

La participacién de utilidades y el Impuesto sobre la renta. 
This is a study of the income tax consequences for employees participating in company 

profits. 

Dena/Jo Prom‘al Firm], HUMBERTO BRISENO SIERRA, México, Antigua Libretia Robredo, 
' 

I964, 701 pp. ’

_ 

This is a study of the tax procedures utilized when tax claims sire submitted to the 
courts. References are made to the theory and jurisprudence concerning such procedures; 
also included are historical precedents and administrative procedures. 

Canaan: m: Obligatione: Fina/ex, release March I 964, DANIEL ALBAREDA. 
Survey of recent minor reforms in the Mexican individual income tax. As in previous 

releases, examples are used to explain each of the topics. 
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jurixprudemizz de [a Supremé Corie de [a Nation )1 de/ Tribunal 'Fimzl de 14 Federation en 
matérz'a de la Lg! del Impuexto sobre la Renta. 
México, Secretaria de Hacienda y Crédito Publico. 
Income tax matters on case law decided by the High Court and the Federal Tax 

Tribunal of Mexico. 

C odz'fiam'ofl de [a Legixlacion de lax Rexolmiones jurixdz'uiom/e: en materia del Impuen‘o Federal 
.robre Ingram: M ermntz'lex. 
México, Secretaria de Haciendé y Crédito Publico, I959, 578 pp. 
Legislation and case law on the Federal receipts tax (type of turnover tax). 

NEW ZEALAND 
TAX NEWS 

Brig” mmmaol'of Me mam provzlriom of tbe 
Land and z'mome T ax Amendment An‘ 
No. 2) , 1963. 

1'. An investment allowance of 10% in 
addition to existing ordinary and 
special depreciation for plant and 
machinery for manufacturing or farm- 
ing purposes.

‘ 

2. A special'tax allowance of 50% for 
increased use of fertilizer over and 
above a preceding period and full 

deduction for several types of expendi- 
ture on farm improvement which 
normally are considered capital ex— 
penditure. 

' 

3. A tax allowance for increased exports Of 
manufactured goods by exempting 
from income tax that portion of the 
income of an exporter which bears the 
same proportion to his total income 
as his increase in export turnover over 
three preceding base years bears to his 

total turnover. 
The definition of manufacture excludes 
animal products and bi—products, forest 
products, newsprint and minerals. 

4. The existing additional allowable de- 
duction for export marketing develop- 
ment expenditure has been extended to 
research expenditure and to expenditure 
for tourist promotion. 

According to an announcement made by 
the Minister of Finance in November, 
I96 3, to be entitled to special depreciation 
on plant and machinery a corfipany Is 

not required to actually write down in its 
accounts the amount of depreciation 
claimed. This has the advantage from a 
dividend policy point of View that 
companies with heavy new capital invest- 
ment do not have to show substantially 
reduced profits owing to special deprecia— 
tlon. 

Reported by: Dr. G.A. Lau, Wellington, 117, Customhouse Quay. 
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PERU 

Research Editor’s Survey 

Major Jummarz'ex of taxation qf compafliex 
in Peru 

DOMESTIC COMPANIES 
I. Bwineu [iceme fee 
According to the business capital and 
varies with the location of the business. 
2. Iii/Jim.” imam; tax 
taxable has 6: net income from activities 
carried on in Peru

0 5-35 A)
0 2 /o 

Tax rates: progressive from 
S u rtax : unemployment tax: 

FOREIGN COMPANIES 
I. Busineu liceme fee: the same as for 

national companies 
2. Buying“ income tax: the same as for 

national companies 
3. Income tax on non—rexz'dent: 
taxable base: the base for the business 
income tax less the amount of the bu- 
siness tax paid. 
Tax rate: 15 + 1% 

TAX ON DIVIDENDS 
Bearer shares 25 + 1% 
Nomlnatlve shares ofnon— 
remdents 19 + 10/o 

TAX ON INTEREST 
Interest on bearer bonds 16% 
interest paid to parent 
company 19 + 1% 
Other interest 12 — 19% + 1% 
290 

ROYAL-r1135 
Patents and similar 15 + 1%; 
“know how” 19 + 10/0 

With the object of stimulating investment 
activity' in‘ the unexplored rich, and 
scarcely inhabited regions east of the 
Andes, the Government has decreed tax 
exemptions for a period of ten years 
from all major taxes in an area approxi— 
mately half the size of the entire country. 
Exemptions are provided from import 
duties for items to be used exclusively 
within this zone, and from duties, stamp 
taxes, business income tax, personal and 
businéss surtax‘es, banking taxes on 
interest and overdrafts, etc. 

Pursuing the policy of the developing of 
the industry, the following incentives 
have recently been granted: 
I. Decree number 53 grants an exemption 
from import and stamp duties for 
machinery used in the preservation and 
transportation of fish for consumption. 
It also contains an exemption from the 
income tax for profits reinvested in the 
fishing or fishpreservation industries, 
as well as certain other minor incentives 
for such industries. 

2. Decree number I of 1964 grants 
similar exemptions for food preserva— 
tion industries. 

Decree of January 10, 1964 reduces. 
again import taxes on merchandise from 
the countries associated with the Latin- 
American Association of Free Trade 
(Argentina, Brazil, Columbia, Chile, Ecu— 
ador, Mexico, Paraguay and Uruguay).



WORLD'TAX REVIEW“ 

SAUDI ARABIA 
TAX NEWS 

T ax exemption! , 

'Thg new Saudi Arabian Foreign Capital 
Investment Code, issued on February 
25, 1964, contains several features which 
make foreign, investment in the Kingdom 
more attractive. ' 

Under the new law the enterprise in 
V 

which foreign ‘capital is to be invested 
shall be exempt from income and com- 
pany taxation for 5 years, commencing 
with the beginning of production. This 
exemption is given on the condition that 
Saudi capital shall participate -in« the proj- 
ect with at least 250/0 of the total capital 
‘and shall remain in the enterprise during 
the period of exemption. 

Furthermore, the exempt-ion from cus- 
toms duties enjoyed by Saudi ‘capitlal 

under the Ordinance for the Protection 
and Encouragement of National Indus- 
tries will be extended to foreign capital. 
The 2 limitations to the new code are 

that foreign capital cannot be invested in 
petroleum or mineral enterprises and that 
the project must be approved by the Office 
of Foreign Capital Investment. The main 
criterion for-approval of an enterprise is 
that the project contribute to the eco— 
nomic development of- Saudi Arabia. 

This code does not apply to foreign 
investment projects in existence before 
the-promulgation of this law. 

This new foreign investment law re— 
places the 1957 law, which required ma— 
jority partiéipation of- Saudi capital. 

' Saline: International Commerce, April 6, 1964. 

SPAIN 
BIBLIOGRAPHY 

q General T ributari, Boletin Oficial del Ministerio de Hacienda, Madrid, 1964, pp. I IO. - 

This special issue of the General Tax Law contains information on taxable trans- 
actions, fiscal domicile, determination of the'tax base, tax collection, defaults and various 
administrative procedures; 

Memoria tarrexpofldz'mte a! Ejercitz'a 1962, Direccién General de Tributes Especiales, 
Madrid, 1963, pp. 271. 
Annual report of the General Direction of Special Taxes, summarizing the organiza- 

tion and its procedure for the collection of special taxes. 

Boletz‘fle: de/ Cabinets: de EJ‘fl/difl! Financierw, Contables, Tributarios y de Olrganizacién 
Administrativa, release number 69, Madrid, pp. 30. 
This bulletin discusses the taxation of cooperatives and'recent legislation. 

Nata; xobre lo; primifiio; genera/ex del ordén tributario, Boletin Informativo de Legislacién 
Fiscal, Instituto de Contabilidad de Madrid. \

' 

- This is a study of the new Spanish General Tax, with emphasis on the practlcality of 
its provisions. 

‘ 

v

’ 
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SOUTH-AFRICA 

TAX NEWS 
T ax C'lyénge: 

. . , 

The South African Budget includes the following proposed tax changes 'according to 
information supplied by the Board of Inland Revenue Library (Foreign Section). 
Rate: of tax 
The rate for companies remains at 30 per cent; for other persons the new scales are: 

Married penum- 011267": 

R. R. per cent per cent 
First 600 . . . . . . . . .- . a . ; . .' . . . . 6 7% 

600— 1,000 7 9 
1,000— 2,400 8 9

" 

2,400— 5,000 . . . . . . . . . . . . . . . . . . . 8 10 
3,000— 4,600 9 

I 

11 
4,600— 5,000 . . . . . . . . . . . . . . . . 

‘. 
. . IO 12 

5,000— 6,000 . . .i . . . . . . . . . . . . . . . . 20 21 
6,000— 7,000 . . . . . . . . . . . . . . . . . . . 29 30 
7,000—- 8,000 . . . . .» . . . . . . . . . . . . . . 32 33 
8,000— 9,000 . . . . . . . . . . . . . . . . . . .‘ 34 35 
9,ooo—Io,ooo . . . . . . . . . ., . . . . . . . . . 38' 59 
Io,ooo—Iz,ooo . . . . . . . . . . . . . . . . . . . 39 41 
12,000—14,ooo . . . . . . . . . . . . . . . . . . . 4o 42 
14,000—16,ooo . . . . . . . . . . . . . . . . . . . 44 45 
16,000—18,ooo . . . . . . . . . . . . . . . . . . . _47 v 48 Over18,ooo;..............a... 40V 50 
As for 1962-63, the tax so computed and after deduction of rebates is subject to a 5 per 
cent discount. ' 

Source: Taxation, 25 April, 1964. 

UNITED STATES 

TAX INFORMATION 

Starting with the next issue the BULLETIN will present an article each month on some 
aspect of United States taxation which may be of interest to our subscribers outside 
of the United States. This is being instituted because of the interest shown by so 
many of our subscribers. These articles will be presented by various United States 
attorneys. Those of our readers who mixy be interested in a certain aspect of United 
States taxes should communicate directly with the United States Editor of the BULLETIN, 
International Bureau of Fiscal Documentation, Sarphatistraat 124, Amsterdam, Holland. 
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® The U. S. Tax Book with International Appeal . . . 

® TAXATION IN THE 
UNITED STATES 

Including 1964 Supplement 
The latest addition to the World Tax Series—Prepared by 
Marvin A. Cbirelstein, Langdon Day and Elisabeth A. Owens 
—in collaboration with Stanley S. Surrey, Assistant Secre- 
tary, United States Treasury Department 

. Prepared by Harvard Law School’s International 
Program in Taxation, in consultation with the United 
Nations Secretariat . . . published by Commerce 1 518 Pages . Hard Clearing House, Inc., Taxation in the United States 32,...“ . Topical Index 
is designed to help you understand the intricate tax 
structure of the United States. Helpful explanations, examples, principles 
and rules give you authoritative, factual information on U. S. federal, state 
and local taxes. Every major phase of U. S. law is carefully analyzed and 
explained—in easy-to-read, easy-to-understand language. Although Taxa- 
tion in the United States was published late in 1963, a separate 1964 Supple- 
ment reflecting the Revenue Act of 1964, with explanations keyed to the 
basic text, brings it completely up to date through May 1, 1964. 

This unique volume is divided into three major sections: Description 
of the Tax System, Analysis of the Income Tax, and A State Tax Structure, 
New York; each is carefully written to give you an integrated picture of 
the entire U. S. tax system. This arrangement, patterned after other World 
Tax Series volumes, allows for easy comparison with tax systems of other 
countries. 

Partial Contents: Part I. DESCRIPTION OF THE TAX SYSTEM—Intro- 
duction to the Tax System, Summary of Taxes on Income, Taxes on Capital, Taxes 
on Transactions. Part II. ANALYSIS OF THE INCOME TAX—Classes of 
Taxpayers, Principles of Income Determination, Business Income, Income from 
Personal Services, Income from Capital and Capital Transactions, Corporations and 
Shareholders, Income for Special Activities and Miscellaneous Sources, International 
Aspects of Income Taxation, Computation of the Tax, Administration and Procedure. 
Part III. A STATE TAX STRUCTURE: NEW YORK—Over-All Fiscal Struc- 
ture, State Taxes, Local Property Taxes, Interstate Enforcement of Taxes. 

Latest Available Forms 0 Complete Bibliography 0 Extensive Table of Cases 
Separate Tables of Statutes and Regulations 0 Detailed Topical Index 

Examine this informative U. S. tax guide for 15 days with no obliga- 
tion. To get your copy, simply write to CCH Products Company, Attn: 
James L. Jones, 4025 W. Peterson Ave., Chicago 46, Illinois. Price, $27.50 
a copy. CCH guarantees your complete satisfaction. 

C C H§ anvcwa §9MPANY§ 
B O O K S B Y M AIL 

4025 W. PETERSON AVENUE. CHICAGO 46, ILLINOIS

~



SWissMeasures against 
abuse of Tax—Conventions 

The International Bureau of Fiscal Documentation has published the 19th Supplement 
to the Bulletin. 

This 90-pagc publication contains: 

— Explanatory articles by 
DR. KURT LOCHER, Deputy Digector of the Swiss Federal T ax Admini- 
stration and DR. WALTER RYSER, Assistant Manager of the Fidudairc 
Génémlc, SA, Bernc; — The Decree of the Federal Council; 

—- The Circular Letter of thc Federal Administration and 
—- Schematic Examples; given by the Federal Tax Administration. 

Th: official documents being reproduced are both in the English and in the original 
languages. v 

' ' 

Price (Including Pas-tags) 25/-'$ 3.50 Dfl. 12,50 

United States taxation 
of Foreign Investment 
The New Approach 

by Alan R. Rm 
This publication was prepared for the International Bureau of Fiscal Documentation by 
one of America’s leading tax experts. The widespread interest abroad in the changes that 
took placc recently in the United States taxation of Foreign income prompted the publica- 
tion of this study. Attention is directed to the measures designed to prevent the post- 
ponement and avoidance of United States tax on certain foreign earnings. 
This study is‘ preceded by an examination of the basic concepts of the United States taxa- 
tion of foreign income. 

Price (Including Pox/age) £ 2 3 5,75 Dfl. 20,—— 
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111 

TREATIES 
CONVENTION ENTRE 'LA FRANCE ET ISRAEL 

TENDANT A EVITER LES DOUBLES IMPOSITIONS K 

ET A ETABLIR DES REGLES D’ASSISTANCE ADMINISTRATIVE RECIPROQUE 
EN MATIERE D’IMPO’I‘S SUR ~LE REVENU 

Le Gouvernement de la République frangaise et 16 Gouvernernent de l’Etat 
d’Israél, désireux d’éviter les, doubles'impositiofis en matiére d’impéts sur les 
revenus, notamment pour encourage: le commerce et les investissements 
internationaux, et d’établir des régles d’assistance adminigtrative, sont conVenus 
é cet effet des dispositions suivantes: 

ARTICLE PREMIER 
(I) - Les-impéts actuels auxquels s’applique le présente-convention sont: 

A. En ce qui concernc la France: 
1° l’impét sur le revenu des personnes physiques; 
2° 1a Itaxe complémentaire; 
3° l’impét sur les bénéfices des sociétés et autres‘ personnes morales. 

B. En ce qui concerne Israél: 
I° l’irnpét sur le revenu: 
2° l’impét sur les sociétés: 
5° l’imphét sur les gains provenant de la vente des t‘e'rres pergu en vertu de 

la lei-portant imposition dé la plus-value des tertes‘.
I 

(2) La convention s’appliquera aussi lauX impét's futurs dc nature identique ou 
analogue qui s’ajouteraient aux impéts actuels ou qui les remplaceraient.-Les 
autorités compétentes des Etats contractants se communiqueront, 2‘1 la fin de 
chaque exercice budgétaire, les modifications apportées é leur législation fiscale.‘ 

(3) 'Les autorités compétentes des deux Etats Se concerteront dans'le pas of). des a 

modifications affectant— sensiblement la nature, le caractére ou le taux des im- 
péts visés au paragraphs I du présent article seraient apportées 2‘1 la législation ‘ 

' 

fisgale de l’un ou de l’autre Etat. 

ARTICLE 2 

(1) Pour l’applicati'on de la présente convention: 
1. Le terme «France» désigne la France métropolitaine’ et les départements 
d’outreme'r (Guadeloupe, Guyane, Martinique, Réunion). 

‘
' 
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Le terme «Israél» désigne l’Etat d’Israél. 

2. Le terme «personne» désigne: 
a) les personnes physiques; 
b) 163 personnes morales; 
c) 163 groupements de pérSonnes physiques n’ayant pas 1a personnaljté morale. 

5. a) Au sens de la présente convention, on entend par «résident d’un Etat 
contractant» toute personne qui, en vertu de la législation dudit Etat, est- assu- 
jettie é l’impét dams cet Etat, en raison de son domicile, de sa résidence, de son 
siege dc direction ou de tout autre critére analogue. 

b) Lorsque, selon 1a disposition de l’alinéa (a) ci-dessus, une personne physi— 
que est considérée cornme résident dc chacun des Etats contractants, le cas est 
résolu d’aprés les réglcs ‘énoncées ci—dessous: 

(aa) Cette personne est réputée résident dc l’Etat contractant oh @116 dispose 
d’un foyer d’habitation permanent. Lorsqu’elle dispose d’un foyer d’habitation 
permanent dans chacim des Etats contractants, 6116 est considérée comme 
résident de l’Etat contractant avec lequel ses liens personnels ct économiques 
sont les plus étroits (centre des intéréts Vitaux); 

(bb) Si l’Etat contractant 01‘1 cette personne a le centre de ses intéréts vitaux 
ne peut pas étre déterrniné, 011 Si 6116 116 disposb d’un foyer d’habitation per- 
.manent dans aucun des Etats contractants, elle est considérée comme résident 
de l’Etat contractant mi 6116 séjourne de fagon habituefle; _ 

(cc) Si cette personne séjourne dc fagon habituelle dans chacun des Etats 
contractants ou si 6116 me séjourne de fagon habituelle dams aucun d’eux, les 
autorités competentes des Etats contractants trahchent 1a question d’un com- 
mun accord. 

t) Lorsque, selon la disposition de l’alinéa (a) ci-dessus, une personne morale 
est résident de chacun des Etats contractfints, 6116 est répu’cée résident de l’Etat 
contractant Oil 56 trouve son siege de direction effective. 11 en est de méme 
des sociétés de personnes et des associations qui, selon les lois nationales qui 
les régissent, n’ont pas 1a personnalité jutidique. ' 

4. Le siége de direction effective d’une entreprise, au sens de la présente con- 
vention, est le‘ lieu 011 SC trouvc le centre de 121 direction générale de l’affaire. 

5.‘ Le terme «entreprise frangaise» désigne une entreprise industrielle ou com— 
merciale exploitée par un résident de la Répubh' que frangaise. 
Le terme «entreprise israélierme» désigne une entreprise industrielle on com- 

mercials exploitée par un résident d’Israél. 
Les expressions «entreprise d’un Etat contractant» et «entreprise de l’autre 

296



CONVENTION FOR THE AVOIDANCE OF DOUBLE TAXATION 

' Etat contractant» désignent une entreprise frangaise ou une e‘ntreprise israélien— 
ne, 561011 165 exigences du C0ntexte.~ 

' 

v

' 

6. Le terms «établissement stable» désigne une installation fixe d’affaires oil 

l’entreprise exerce tout ou partie de sdn activité.
’ 

a) Constituent notamment des établissements stables: 
(aa) un siége dc direction; 
(bb) une succursalc; 
(cc) un bureau; 
(dd) une usine; 
(66) um atelier;_ 
(ff) une mine, carriére ou autre lieu d’extraction dc ressources naturelles; 
(gg) un chander de constiuction ou de montage dont 1a durée dépasse 

douze mois. 
b) On fie considére‘pas qu’il y a établissement stable Si: 

(9.23.) il est fait fisage d’installations aux Seules fins dc stockage, d’exposition 
Cu de livraison de marchandises appartenant 2‘1 l’entreprisc; 

(bb) des marchandises appartenant ‘2‘1 l’entreprise sont *entreposées aux, 
seulés fins dc stockage, d’exposition ou de livraison; 
(cc) des marchandises appartenant é. l’pntreprise sont entreposées aux 
seules fins de transformation par une autre entreprise; 
(dd) une installation fixe d’affaires est utiliséé aux seules fins d’acheter des 
marchandises ou de réunir des informations pour l’entreprise; 
(ee) une installation fixe d’affaires est utilisée aux seules fins de publicité, 
dc fourniture d’informations, de recherche scientifique ou d’activités 

analogues qui ont pour l’entreprise un caractére préparatoire ou auxiliaire. 
, c).Une personne agissant dans un' Etat contractant pour le compte d’une 
entreprise de l’autre Etat contractant — autre qu’un agent 'jouissantr d’un statut 
indépendant, Visé é l’alinéa (e) ci—aprés — est considérée comme «établissement 
stable» dans le premier Etat si elle dispose dans cet Etat de pouvoirs qu’elle y 
exerce habituallement lui permettant de conclure des contrats au nom de l’eri— 
treprise, 231 moins que l’activité de cette personne soit limitée 231 l’achat de mar— 
,chandises pour l’entreprise. 

d), Une entreprise d’assurance dc l’un des Etats contractants est considérée 
comme ayant un établissement stable dams l’autre Etat dés l’instant que, par 
l’intermédiaire‘ d’un représentant n’entfant pas dans la catégorie des personnes 
Visées :51 l’alinéa (e) ci-aprés, elle pergoit des primes sur le teriitoire dudit Etat 
ou assure des risques situées sur ce' territoire. 

e) On ne cohsid‘ere pas qu’une entreprise d’un Etat contractant a un établisse— 
ment stable dans l’autre Etat contractant du_ seul fait qu’elk: y effectue des opéra— 
tions commerciales par l’entremise d’un courtier, d’un commissionnaire général 
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ou de tout autre intermédiaire joujssant d’un statut indépendant, :1 condition 
que ces personnes agissent dans le cadre ordinaire de leur activité. 
f) Le fait qu’une société résident d’un Etat contractant contréle ou est con— 

trélée par unc société qui est résident de l’autre Etat contractant ou quj y effectue 
des opérations commerciales (que ce soit par l’intermédiaire d’un établissernent 
stable on non) ne suffit pas, en lui-méme, 2‘1 fairs de l’une quelconque dc ces 
deux sociétés un établissement stable de l’autrc. 
7. (I) L’expression «autorités compétentes» désigne: clans 16 cats d’Israél, le 

Ministre des Finances; dans le cas de la France, le Ministre des Finances et 
dcs Aflaires économiques, ou leurs représentants dfiment autorisés. 
(2) Pour l’application de la présente convention par l’un des Etats contrac- 
tants, tout terme non définj dans cette convention recevra, '21 moins que le 
contexts ne l’exjg‘e autrement, la signification que lui donnent les lois en 
vigueur dans l’Etat considéré, en ce qui concerne les impéts visés dans cette 
conventioq. 1 

ARTICLE 3 

(1) Les revenus provenant de biens immobiliers ne sont imposables que dans 
l’Etat contractant oil ces biens sont situés. 

(z) L’expression « biens immobifiers» est définie conformément au droit de 
l’Etat contractant oh 165 biens considérés sont situés. L’expression englobe en 
tout cas les accessoires, le cheptel mort ou vif des entreprises agricoles ct 

forestiéres, les droits auxquels s’appliquent les dispositions du droit privé 
concernant la propriété fonciére, l’usufr'uit des biens immobiliers et les droits 
'21 des redevances variables on fices pour l’exploitation de gisements minéraux, 
sources et, autres richesses du sol; les navires, bateaux et aéronefs ne sont pas 
considérés comme biens immobiliers.

I 

(5) Les dispositions des paragraphs (1) et(2') ci-dessus s’appliquent aux revenus 
provenant de l’exploitation directs, de la location ou de l’affermage, ainsi que 
de toute autre forme d’exploitation dc biens immobiliers, y compris les revenus 
provenant des entreprises agricoles ou forestiéres. Elles s’appliquent également 
aux bénéfices provenant de l’aljénation de biens immobiliers. 

(4) Les dispositions des paragraphes(1) 51(3) ci-dessus s’appliquent également 
aux revenus provenant des biens immobiliers d’entreprises autres que les entre- 
prises agricoles ct forestiércs ainsi qu’aux revenus des biens immobiliers ser— 
vant :21 l’exercice d’une profession libérale. 

ARTICLE 4 
(1) Les bénéfices d’une entreprise d’un Etat contractant ne sont imposables 

que dans cet Etat, '21 moins quc l’entreprise n’exerce une activité industrielle on 
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commerciale dans l’aufire Etat par l’intermédiaire d’un établissement stable qui 

y est situé. Si l’entreprise exerce une telle activité, l’impét peut étre pergu dams 
l’autre Etat sur les bénéfices dc l’entrcprise, mais uniquement dans la mesure 
01‘1 ces bénéfices sont imputables audit établissement stable.

‘ 

(2) Lorsqu’une'entreprise d’un Etat contractant cxerce une activité industriel- 
16 cu commerciale dans l’autre Etat par l’intermédiaire d’un etablissement sta- 
ble qui y est situé, il est imputé, dans chacun des deux Etats, é cet établissement- 
stable les bénéfices qu’il aurait pu réaliser s’il avait constitué une entreprise 
distincte et séparée exergant des activités identiques ou analogues dans des 
conditions identiques ou analogues et traitant en toute indépendance avec 
l’entreprise dont il constitue un établissement stable. 

(3) Dans le calcul des bénéfices d’un établissement stable, sont admises en 
déduction les dépenses exposées aux fins pofirsuivies par cet établissernent stable 

y compris les dépenses de direction et les frais généraux d’administration ainsi 
exposés, soit dans l’Etat 01‘; est situécet etablissement stable soit aillcurs. 

(4) S’il est d’usage, dans un Etat contractant, de déterminer les bénéfices 
imputables 231 un établissement stable sur 16 base d’une répartition des béneficés 
totaux de l’entreprise entre ses diverse parties, aucune disposition du paragraphs 
2 du présent article n’empéche cet Etat contractant de déterminer les bénéfices 
imposables selon 1a tépartition en usage; 12. méthode de répartition adoptée doit 
cependant étre telle que le résultat obtenu soit conforme aux principes énoncés 
dans le présent article. F 

(5) Aucun bénéfice n’est imputé :31 um établissement stable du fait que cet 
établissement stable a simplement acheté des marchandjses pour l’entreprise; 

(6) Aux fins des paragraphes précédents, les bénéfices 2‘1 imputer é. l’ctablisse— 

fnent stable sont calculés chaque année selon 1a méme méthode, £1 moins qu’il 
[1’e Ste (165 motifs valables et suflisants de procéder autrement. 

ARTICLE. 5 

Lorsque: 
11) um: entreprise d’un Etat contractant participe directement ou indirecte- 

ment 211 123. direction, au contréle ou au capital d’une entreprise de l’autre Etat 
contractant, ou que ‘ 

I?) 165 mémes personnes participent directement ouindirectement :21 121 direction, 

au contréle ou au capital d’une entreprise d’im Etat contractant ef d’une entre— 
prise de l’autre Etat contractant, 
et que, dans l’un-et l’autre cas, les deux entreprises sont, dans leurs relations 
commerciales ou financiéres, liées par des conditions acceptées ou imposées, 
qui different de celles qui seraient conclues entre des entreprises indépendante§, 
les bénéfices qui, sans ces conditions, auraient été obtenus par l’une des entre- 
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prises mais n’ont pu d’étrc en fait 2‘1 cause de ces conditions, peuvent étre inclus 
dans les bénéfices de cette entreprise et imposés en conséquence. 

ARTICLE 6 

Les bénéfices de l’exploitation, en trafic international, dc navires ou d’aéronefs 
ne sont imposables que dans l’Etat contractant Oil 56 trouve le siége de la direc— 
tion effective dc l’entreprise. 

ARTICLE 7 
‘ 

(1) Les rcvenus provenarit de la cession d’une participation dans une société 
dc capitaux ne sont imposables que dans l’Etat contractant dont le cédant est le 
résident. . 

' 

(2) Le paragraphe (1) me s’applique pas quand la participation cédée fait 
partie vde lijactif d’u établissement stable que le cédant posséde dans l’autre Etat. 
Dans ce cas, Particle 4 est applicable.

' 

ARTICLE 8 

(1) Les sociétes résidentes d’IsraeI qui—possédent un établissement stable en 
France, restent‘ soumises en France, en ce qui concerne les répartitions de 
bénéfices qu’elles effectuent, é l’application, au titre de l’impét sur le revenu des 
personnes physiques, d’une retenue :21 1a source, dans lcs conditions prévues 
2‘1 l’article 109—2 du Code général des impéts. 

Toutefois, 1a fraction des répartitions dc bénéfices effectivement passible‘de 
la retenue susvisée ne peut dépasser le montant des bénéflces réalisés par l’éta— 
blissement stable frangais tel que ce montant est retenu pour l’assiette dc l’impét 
qui frappe les bénéfices réalisés par-cet établissement dans les conditions prévues 
par les dispositions de la présente convention. - 

(2) Une société résidente d’Israél ne peut étre soumisc en France 211 la-retenue 

Visée au paragraphs (1) ci—dessus en raison de sa participation dans la gestion ou 
dans le capital d’une société résidente de France ou 2‘1 cause de tout autre rapport 
avec cette société, mais les bénéfices distribués paf cette derniére société et 
passibles de cette retenue sofit, le cas échéant, augmentés pour l’assiette de 
ladite retenue de tous les bénéfices ou avantages que la société résidente d’Israél 
aurait indirectement retirés de la société résidente de France dans les conditions 
prévues. é Particle 5 ci—dessus; la double imposition étant évitée en ce qui con- 
cerne ces bénéfices et avantages conformément aux dispositions de Particle 20. 

ARTICLE 9 

(1) En ce qui concerns la France, 16 taux de la retenue :21 la source appliquée, 
au titre de l’impét sur le revenu des personnes physiques, aux revenus de valeurs 
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mobiliéres définis au paragraphs 5 ciéaprés, ne peut excéder 15 % lorsque ces 
revenus bénéficient éum résident d’Israél'ne possédant pas en France un établisse- 
ment stable auquel se rattachent les participations productives desdits rcvenus. 

Toutefois, ck: taux ne peut excéder Io %'sur les dividendeadistribués par une 

société résident de France £1 une société résident d’Israél qui posséde depuis un , 

an, sous'la forme nominative, des actions ou parts d’intérét représentant au 
moins so % du capital de la p'remiére société, £1 moins que ces actions on parts 
ne se rattachent 21 l’exploitation d’un établissement stable que la société béné— 

ficiaire des dividerides posséderait en France. 
(2) Les revenus dc valeurs mobiliéres tirés de sources israéliennes par un 

résident de France as possédant pas en Isra‘e’l un établissement stable auquel se 
rattachent les participations productives de ces revenus sont exonérés en France 

de la retenue 9‘1 1a source appliquée, au titre de l’impét sur le revenu dcs person- 

nes physiques, aux revenus dc valeurs mobiliéres définis au paragraphe 3 ci— 

aprés, lorsqu’ils Ont supporté l’impét israélien sur le revenu. Ils sont également 

exonérés de cette retcnue lorsqu’ils sont affranchis de l’impét israélicn sur le 

revenu en application des articles I I et 15 de la loi israélicnne modifiée 5710-1 950 
ou des articles 46, 47, 47 A, 48 et 5 3 de 1a 101 israélienne modifiée‘ 5719-1959, 
tendant é encourager les investissements de capitaux. .

’ 

(3) Sont considérés comme «revenus dc valeuxs Imobiliér‘es» les produits 

d’actions, de parts de fondateur et de parts bénéficiaires, ainsi que 165 parts de 

société é responsabilité limitée. Sont également considérés comme «revenus de 
valeurs mobiliéres», du cété frangais, les produjts dc parts (16 commandite dans 

les sociétés en commandite simple. 

ARTICLE 10 

(1) Les intéréts provenant d’un Etat contractant ct payés 
'2). un résident de 

l’autre Etat contractant sont imposables dans cet autre Etat. 

(2) Toutefois, l’Etat contractant 
d’oh proviennent les intéréts qui sont payés 

:21 um résident de l’autre Etat contractant conserve lc drdit d’imposer ces intéréts. 
S’il use de ce droit, 16 taux de l’imposition qu’il établir I16 peut excéder 15 % 
du montaht des intéréts. Les autorités compétcntes des deux Etats s’entendent 

sur les modalités d’application de cette limitation. 

. (3) Le tgrme «intéréts» employé dans le présent article 
désigne les revenus 

des fonds publics, des obligations d’emprunt, assorties on non de garanties 
hypothécaires ou d’une clause dc participation aux bénéfices, et des créances de 

toute nature, ainsi que mas autres produits assimflés par 19. législation fiscale 

aux revenus dé sommes prétées. ‘ 

(4) L65 dispositions des paragraphes précédents ne 
s’appliquent pas lorsque 

le bénéficiaixe des intéréts, résident d’un Etat contractant, a, clans 
1’autre Etat 
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contractant d’ofi proviennent ces intéréts, un établissement stable auquel se 
rattache effectivement 1a créance qui les produit. Dans (:6 cas, Particle 4 con- 
cernant l’imputation des bénéfices aux établissernents stables est applicable. 

(5) Les intéréts sont considérés comme provenant d’un Etat contractant 
lorsque le débiteur est cct Etat lui méme, une subdivision politique, une collec- 
tivité locale ou un résident dudit Etat. Toutefois, lorsque le débiteur des intéréts, 
qu’il soit on non résident d’un Etat contractant, posséde dans un Etat contrac- 
tant 1m établissement stable pour les besoins duquel a été réalisé l’emprunt 
productif des intéréts et quj supporte 1a charge de ces intéréts, lesdits intéréts 
sont réputés provenir de l’Etat contractant 01‘1 l’établissement stable est situé. 

(6) Si, par suite de relations spéciales existant entre le débiteur et le créancier 
ou que l’un et l’autre entretiennent avec de tierces personnes, le montant de 
l’intérét payé, compte tenu de la créance pour laquelle il est versé, excéde celui 
dont seraient convenus 1e débiteur et le créancier en l’absence de pareilles rela~ 
tions, les dispositions du présent article ne s’apph’quent qu’é ce dernier montant. 
En cc cas, la partie excédentaire dc l’intérét rcste imposable conformément aux 
législations nationales des Etats contractants et compte term (165 autres disposi- 
_tions de la présente convention. 

ARTICLE II 
(1)'Les redevances cf autres rémunérations pour l’usage ou le droit £1 l’usage 

dc brevets, dc marques dc fabrique ou d6 commerce, dc dessins ou de modéles, 
de plans, de procédés ou de formules secrets ourde tous biens ou droits analogues 
provenant de sources situées sur le territoire d’un des Etats contractants é. um 
résident dc l’autre Etat sont imposées dans le premier Etat 2‘1 un tauX qui ne 
peut excéder IO %. 

(2) Sont traitées comme les redevances Visées it l’alinéa précédent, les sommes 
payécs pour la location ou le droit d’utilisation des films cinématographiques, 
les droits de location at rémunérations analogues pour l’usage ou le droit é 
usage d’équipements industriels, commerciaux ou scientifiques et pour la four- 
niture d’informations concernant des expériences d’ordre industriel, commer- 
cial ou scientifique. -

- 

(3) Les redevances versées en contrepartie de l’usage ou du droit £1 1’. usage dc 
droits d’auteut sur des oeuvres littéraires, artistiques ou scientifiques, non com- 
pris 163 films cinématographiques, ne sont imposables que dans l’Etat dont les 
bénéficiaires des redevances sont les résidents.

I 

(4) Les paragraphes I 231 3 s’appliquent égalemeht aux bénéfices provenant dc 
I’aliénation des biens et droits mentionnés auXdits paragraphes. ,

- 

(5) Les dispositions des paragraphes I a 5 ne s’appliquent pas lorsque le 
bénéficiaire des redevances ou autres rémunérations entretient clans l’Etat 
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contractant d’ofi proviennent ces revenus un établissement stable ou une installa— 
tion fixe d’afiaires servant £1 l’exercice d’une profession libérale ou d’une autre 
activité indépendante et que ces redevanCCs ou autres rémunérations sont é.

\ 

I 

attribuer 2‘1 cet.étab]issement stable ou a cette installation fixe d’affaires. Dans 
cc cas, ledit Etat a le droit d’imposer ces revenus conformément '21 52. législation. 

ARTICLE 12 
Les revenus qu’un résident d’un Etat contractant retire d’une profession libérale 
ou d’autres activités indépendantes dc caractérc analogue ne sont imposables quc 
clans cet Etat, £1 moins-que ce résident ne dispose de fagon habituelle dans l’autre 
Etat contractant d’une base fixe pour l’exercice de ses activités. S’il dispose 
d’une telle base, la partie des revenus quj peut étre attribuée a cette base est 
imposable dams cet autre Etat. 

ARTICLE 13 ‘ 

(I) Sous :éserve des dispositions des articles 14, 15, 16 et I7, 163 salaires, 
traitements et autres rémunérations Similaixes qu’un résident d’un Etat contrac- 
tant regoit au titre d’un emploi salarié ne sont imposables que dans cet Etat, é 

‘ moins que l’emploi ne soit exercé dams Fannie Etat contractant. Si l’emploi y 
est exercé, les rémunérations regues é. ce titre sont imposables dans cet autre Etat. 

(2) Nonobstant les dispositions du paragraphe 1 ci-dessus, les’ rémunérations 
qu’un resident d’un Etat contactant rcgoit au titre d’un cmp‘loi salarié exercé 
dans l’autre Etat contractant ne sont imposables que dans le premier Etat 51: 

a) le bénéflciaire séjourne dans l’autre Etat pendant une période ou des pério- 
des n’excédant pas au total 183 jours au cours de l’année fiscale considérée; 

la) les rémunérations sont payées par un employcur ou 2111 norm d’un employeur r 

qui n’est pas résident de l’autre Etat; et 
c) 165 rémunérations ne sont pas dédujtes des bénéfices d’un établissement 

stable ou d’une base fixe quc l’employeur a dans l’autre Etat. 
(3) Nonobstant les dispositions précédentes du présent article, 165 rémunéra— 

tions afférentes é. une activité exercée :21 bord d’un navire ou d’un aéronef en 
‘trafic international sont imposables dans l’Etat contractant 0111 16 siége de la 
direction de l’entreprise est situé. 

ARTICLE 14 
(1) Les rémunérations, y compris les pensions, versées directemcnt ou par 

prélévement sur des fonds constitués par un Etat contractant ou lfune de ses
\ subdivisions politiques ou collectivités locales, a une personne physique au 

titre dc services rendus a cet Etat ou a cette subdivision ou collectivité dans 
l’excercice de fonctions de caractére public, ne sont imposables que dans cet Etat. 
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Toutefois, ce'tte disposition ne trouve pas a s’appliquer si 16 bénéficiaire des 
rémunérations n’a pas 1a nationalité dudjt, Etat. 

(2) Les dispositions des articles 13, 15 et 16 s’appliqfient aux rémunérations 
ct pensions versées an titre dc services ayant trait '21 l’excercice-d’une activité 
commercials on industrielle par l’un des Etats contractants ou l’une de 565 sub—- 
divisions, politiques ou collectivités locales. 

ARTICLE 15 

Les tantiémes, jetons dc présence et autres rétributions similaires qu’un résident 
d’un Etat contractant regoit en 53. qualité de membre du conseil d’adrninistration 
ou de surveillance d’une société qui est résidente dc l’autre Etat contractant ne 
sont imposables que dans cet autre Etat.’ 

ARTICLE 16 
Sous réserve des dispositions du paragraphs I de Particle 14, 163 pensions, les 
rehtes viagéres et autres allocations ‘similaires ne sont imposables que dams 
l’Etat contractant dont le bénéficiaire est résident.

‘ ARTICLE 17 
Nonobstant les dispositions de la présente convention, les revenuque les 
professionnels du spectacle, tels les artistes dc théétre, dc cinéma, de 121 radio 
ou de la télévision et les musiciens, ainsi que les sportifs retirent de leurs activités 
personnelles en cette qualité ne sont imposables que dans I’Etat contractant ou 
ces activités, sont exercées. 

ARTICLE 18 
Les sommes qu’un étudiant ou un stagiaire de l’un des Etats contractants, séjour— 
nant dans l’autre Etat contractant £1 seule fin d’y poursuivre ses études ou sa 
formation, regoit pour couvrir ses frais d’cntietien, d’études ou de formation 
ne sont pas imposables dans cet autre Etat, '21 condition qu’elles proviennent de 
sources situées en dehors de cet autre Etat. 

ARTICLE 19 
‘Les professeurs ou instituteurs résidents dc l’un des Etats contractants qui, au 
cours d’un séjour provisoire d’un maximum de deux ans, pergoivent une rému— 
nération pour une activité pédagogique exercée dans une université, une école 
supérieure, une école ou un autre établjssement d’enseignement“ dans l’aufcre

' 

Etat ne sont imposables au titre de cette rémunération que dans le premier 
Etat. 
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VARTICLE 20 

Il est entendu que 121 double imposition sera évitée de la maniére suivante: 

A. — En ce qui concerne la France: 
I. Lesrevenus autres que ceux visés aux paragraphes 3 5. 5 ci-aprés sont exo- 

nérés des impéts frangais mentionnés é Particle I, paragraphe (I), A de la pré~ 
sente convention lorsque l’imposition en est attribuée exclusivernent é l’Etat 
d’Israél. 

2. Nonobstant les dispositions du paragraphs I ci-dessus, les impéts frangais 
visés £1 cc paragraphe peuvent étre calculés sur les revenus imposables en France 
en vertu de la présente convention, au tauX correspondant 2‘1 l’ensemble des 
revenus imposables d’aprés 1a législation frangaise.

‘ 

3. Les revefius visés au paragraphe 2 dc Particle 9 de la présente convéntion 
tirés par des résidents de France de sources israéliennes sont imposables en 
France, conformément 2‘1 12, législation interns et compte tenu des dispositions 
dudit paragraphs. 

Pour cette imposition, 1a retenue 2‘1 121 source dont l’exonération eét pfévue 
:21 cc paragraphs en ce qui concerne les revenus affranchis dc l’impét israélien en 
application des dispositions Vlégales qui s’y trouvent visées, sera considérée 
_comme aYant été effectivement opérée. 

4. Pour l’imposition des intéréts visés é l’article Io, provenant de sources 
israéliennes et qui ont supporté l’impét israélien dans les conditions prévues au 
paragraphs 2 de cet article, la France accorde l’imputatioh de ce derniet impét: 
‘— s’il s’agit d’intérgts d’obligations et autres titres d’emprunts négociables, 

sur la retenue 5. 13. source évlaquelle le bénéficiaire des intéréts est assujetti en
I 

' application (165 régles du droi’c commun ; — s’il s’agit des intéréts de tous autres emprunts, soit sur la taxe complémen— 
mire et, le cas échéant, sur l’impét sur le revenu des personnes physiques, soit 
Sur l’impét sur les sociétés dont le bénéficiaire des intéréts est fedevable sur les 
mémes‘ rcvenus. 

I

. 

Pour cette imputation, les intéréts aficranchis dc l’impét israélien .en applica- 
tion de Particle 47 A de la loi israélienne modifiée' 5 719-195 9 tendant é. encourager 
les iméestissements de capitaux, seront considérés comma ayant effectivement 
supporté _1’imp6t israélien' dans les conditions prévues au paragraphe 2 de 
Particle 16 de la présente convention. 

5. Les revenus visés 2‘1 Particle I I de 12. présente convention provenant é des 
résiderits de France de sources israéliénnes sont imposables en France confor- 
mément 2‘1 121 législa'tion interns. 

Toutefois, la France accorde au bénéficiaire de ces redevances un crédit 
d’impét correspondant au montant de l’impét israélien et imputable soit sur la 
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taxe complémentaite et, le cas échéant, sur l’impét sur le revenu des personnes 
physiques, soit sur l’impét sur les sociétés dont ce bénéficiaire est redevable 
sur les mémes revenus. 

B. — En ce qui concerns Israél: 
Nonobstant toute autre disposition de la présente convention, Israél, en déter- 
minant les impéts incombant :31 $65 résidents, sociétés ou autres collectivités, peut 
comprendre dans 165 bases de ces impéts toutes les catégories de revenus im-l 
posables en vertu de la législation fiscale israélienne, comme si la présentc con— 
vention n’existait pas. Toutefois, Israél déduira des impéts ainsi calculés le 
montant de l’impét frangais frappant les revenus ayant leur source 611 France 
et qui sont compris dans 165 bases d’imposition des deux Etats contractants, 
cette imputation étant cependant limitée £1121 fraction de l’impét israélien corres- 
pondant au rapport existant entre les revenus en question et le revenu global 
imposable en Israél. 

ARTICLE 21 

(1) Les nationaux d’un Etat centractant ne sont soumis dans l’autre Etat 
contractant 2‘1 aucune imposition ou obligation y relative, qui est autfe ou plus 
lourde que les impositions et les obligations y rélatives auxquelles sont ou pour— 
ront étre assujettis les nationaux de cet autre Etat se trouvant dans la méme 
situation. . 

(2) Le termc «nationaux» désigne: , 

1. En ce qui concernc la France, ,toutes les personnes physiques quj 
possédent la nationalité frangaise; 
2. En ce qui concerne Israel, tous les citoyens israéliens; 
3. Toutes les personnes morales, société de personnes et associations 
constituées conformément 2‘1 19. législation en Vigueur dans un Etat con— 
tractant. 

(3) Les apatrides ne sont soumjs dans un Etat contractant 2‘1 aucune imposi- 
tion on obligation y‘ relative, qui est autre ou plus lourde que les impositions et 
les obligations y relatives auxquelles sont ou pourront étre assujettis 163 na- 
tionaux de cet Etat se trouvant dans la méme situation. 

(4) L’imposition d’un établissement stable qu’une entreprise d’un Etat 
contractant a dans l’autre Etat contractant n’est pas, établie dans cet autre Etat 
d’une fagon moins favorable que l’imposition des entreprises de cet autre Etat 
qui exercent la méme activité dans les mémes conditions. 

Cette disposition ne peut étre interprétée comme obligeant un Etat contrac— 
tant £1 accorder aux rési dents dc l’autre Etat contractant les déductions personnel- 
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les, abattements et réductions d’impét en fonction de la situation ou des charges 
de famille qu’il accorde :21 ses propres résidents. 

(5) Les entreprises d’un Etat contractant, dont le capital est en totalité ou en 
partie, directement ou indirectement, détenu ou contrélé par un ou plusieurs 
résidents dc l’autre Etat contractant, ne slont soumises dans le premier Etat con- 
tractant 2‘1 aucune imposition ou obligation y relative, qui est autre ou plus 
Iourde que les impositions et les obligations y relatives auxquelles sont ou 
pourront étre assujetties les autres entreprises dc méme nature de ce premier 
Etat. . 

(6) Le terme «imposition» désigne dans le présent article 163 impéts de toute 
nature et dénomination. , 

ARTICLE 22 
(1) Les autorités compétentes des deux Etats contractants se cdmmuniqueront 

tous les renseignements dont elles disposent ou qu’elles peuvent obtenir et qui 
seront nécessaires pour applique: les dispositions dc 1a présente convention et 
assurer l’exa’cte perception des impéts qui en font l’objet. 

(2) Tous renseignements ainsi échangés devtont étre tenus secrets et ne pour- 
ront étre révélés, en dehors du contribuable ou de son mandataire, é aucune 
personne autre que celles qui s’occupent de l’établissement et du recouvre- 
ment des impéts visés. 5. 1a présente confirention, aini que des réclamations et 
recours rclatifs £1 ces impéts. 

(3) Les dispositions du présent article ne peuvent avoir pour effet d’imposer 
aux autorités fiscales dc l’un des deux Etats l’obligation de communique: soit 
des renseignements qui, en raison de leur nature,» ne peuvent étre obtenus 
'd’aprés sa propre législation fiscale ou d’aprés belle de l’autrc Etat, soit des 
renseignements dont elles estimeraient que la communication impliquerait la 
violation d’un secret industriel, commercial ou professiormcl. Ces dispositions 
ne peuvent, non plus, étre considérees comme imposant aux autorités fiscales 
(16 Fun des deux Etats l’obligation d’accomplir des actes qui ne seraient pas 
conformes :21 set réglementation on i ses pratiques administratives. L’assiétance 
pourra également étre refusée lorsque 1’Etat requis considérera qu’clle serait de 
nature A mettre en danger sa souveraineté on sat sécurité ou qu’elle 'porterait 
atteinte 2‘1 565 intéréts généraux. 

I

V 

(4) L’échange des rcnseignements aura lieu d’officé ou sur demande visant 
des cas concr‘ets. Les autorités compétentes des deux Etats s’entendront pour 
déterminer 1a liste des informations qui seront fournies d’oflclce. ,

I 

ARTICLE 23 
(I) Lorsqu’un résident d’un Etat contractant estime que les mesures prises 
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par l’un des Etats‘contractants ou par les deux entrainent ou entraineront pour 
lui une imposition non conforms :31 1a présente convention, i1 peut, indépen dam- 
ment des recours prévus par la législation nationale dc ces Etats, soumettre son ‘ 

cas :21 l’autorité compétente de l’Etat cOntractant dont 11 est résident. 
(2) Cette autorité compétente s’efforcera, si la réclamation lui parait fondée 6’: 

Si elle n’est pas elle—méme en .mesure d’apporter une solution satisfaisante, dc 
régler la question par voie d’accord amiable avec -1’autorité compétente de 
l’autre Etat contractant, en vue d’éviter une imposition non conforme '21 1a 

présente convention.’ ' 

(3) Les ‘autorités‘ compétentes des Etats contractants s’efforcent par voie 
d’acc‘ord amiable de résoudre les diflacultés ou de dissiper les doures auxquels‘ 
peuvent dormer lieu l’interprétation ou l’application de la présente convention. 
Elles peuvént aussi se concerter en vue d’éViter 1a double imposition dans les 
cas non prévus par la présente convention. 

(4) Les autorités compétentes des Etats contractants commut'u'quent directe- 
ment entre elles en _vue dc parvenir é um accord commc il est indiqué aux para- 
graphes précédents. Si des échanges de vues oraux semblent devoir faciliter cet 
accord, ces échanges dc vues peuvent avoir lieu au sein d’une commission rnjxte 
composée dc représentants des autorités compétentes des Etats contractants. 

ARTICLE 24 
(1) La présente convention peut étre étendue, telle quelle ou avec les modi- 

fications nécessaires, aux Territoires d’Outre-Mer de la République frangaise ou 
:31 l’un ou plusieurs d’entre eux, £1 condition qu’ils pergoivent des impéts de 
caractére analogue :21 ceux auxquels s’applique ladite convention. Une telle 

extension prend effet é partir de la date, avec les modifications et dans les con- 
ditions (y compris celles relatives 23. la cessation d’application) qui sont fixécs 
d’un commun accord entre les Etats contractants par échange dc notes diplom- 
atiques ou selon toute autre procédure conforms aux dispositions constitu— 
tionnelles de cet Etats. ' 

(2) A moins que les Etats contractants n’en soient convenus aufrement, 1a 
dénonciation de la présente convention en vertu de Particle 28‘ ci-aprés par l’un 
deux met fin :31 l’application de ses dispositions 2‘1 tout territoire auquel 6116 a 
été étendue conformément au présent article. - 

ARTICLE 25 
Les autorités compétentes des deux Etats contractants se concerteront pour 
déterminer d’une commune entente, dans la mcsure nécessaire, les modalités 
d’application de la présente convention. 
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ARTICLE 26 
La présente convention remplace -1’accord conclu entre les Etats contractants le 
24 janvier I95 2 pour l’exonération réciproque de 121 double imposition en faveur 
des cntreprises dc navigation maritime ct aérienne. 

ARTICLE~27 
(1) La présente convention sera approuvée conformément aux dispositions 

constitutionnelles en vigueur dans chacun des deuX pays.
' 

(2) Elle entrerafin Vigueut le premier jour du mois qui suivra l’échange des 
notifications constatant que de part ét d’autre il a été satisfait é ces dispositions, 
et s’appquera pour la premiere fois: 

‘4) aux impéts pergus par voie dc 'retenue 5.1a source sur les revenus de capitaux 
mobiliers mis en paiement aprés l’expiration d’un délai de trois mois sujvant' 
l’entrée en Vigueur de la convention; 

Ia) aux autres impéts établis au titre deil’année d’imposition au cours de laquel- 
le interviéndra l’échange des instruments dc ratification.

‘ 

ARTICLE 28 
La présente convention restera en Vigueur pendant une période indéterminée. 
Cependant, aprés l’expiration d’une période de cinq ans :21 compter de la date 2‘). 

laquelle elle sera .entrée en vigueur, chacun des Etats contractants pourra, 
moyennant un préavis de six mois, notifier £1 l’autre Etat contractant sonVinten— 

tion d’y mettre fin, et, dans ce cas, la présente convention cessera dc produire 
ses effets é. partie du premier jour dc l’exercice budgétaire suivant 1a notification. 
Ses dispositions cesseront alors d’étre appli'quées: 

' 

,
_ 

a) en ce qui concerns les impéts pergus par voie dc retenue 5. 19. source sur les 
revenus dc capitaux mobiliers, aux revenus dont la mise en paiement inter- 
viendra aprés l’expiration de l’exercice budgétaire pour la fin duquel la dénon— 
ciation aura été notifiée; 

' 

‘

' 

17) _en ce qui concerne les autres impéts, pour les années d’imposition corn- 
mengant 16 cu aprés le premier jour dc l’exercice budgétaire suivant immédiate- 
ment celui au cours duquel la convention aura été dénoncée. 

Fait 2‘1 Paris, 16 Vingt aofit mil neufpent soixante-trois, en deux originaux, dont 
l’un en frangais et 'l’autre en hébreu, les deuX textes faisant également foi. 

Pour 1e Gom’ememem‘ Pour 1e Couvememeflt 
de [a Repub/iqm framaz'ye, de I’Ez‘at d’Imé‘l, 

Sz'gm’: CARBONNEL. 
> 

Sigfle’: W. EYTAN.
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INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION 
HBTORY 

Since its establishment in 1938, the International Bureau of Fiscal Documentation has scrvcd as an 
independent source of tax information and advice. After World War II its functions were broadened 
beyond mere simple fiscal documentation and assumed the character of supplying factual data on the 
tax systems of countries around the world in response to requests from various governmental and bu- 
siness organisations. - 

In 1946, the Bureau began publication of the Bulletin for International Final Dommefltaiion, the 
official organ of the International Fiscal Association. This publication has been supplemented by various 
special publications. In 1961, the Bureau published the first issue of European Taxation, a fortnightly 
English language review of tax developments on the European Continent, in the United Kingdom and 
in Ireland, followed in 1963 by two loose-leaf services, Supplemeniagr Service to European Taxation and T be Taxation of Patent Royaltiex, Dividend: and Interest in Europe. During that time span the Bureau also 
published the Germany original of the well-known book by Dr. Albert]. Ridler about taxation in the common market countries. The Bureau continuously assisted in translating and preparing tax materials 
for other publications. Additionally, its library was greatly expanded and now contains well over 7000 
volumes on national and international tax matters, as well as more than 2 50 selected periodicals; many 
visiting researchers make use of these library facilities. 

GOALS 
The overriding goal of the Bureau is to serve the International community by collecflng, evaluating and 
disseminating tax data in a manner which combines scientific objectivity with practical realism. 
Organization 
The Bureau is a public non-profit foundation established under Dutch law. Its policies are determined 
by a “Curatorium”, or board of trustees, composed of outstanding representatives of the government, 
business and academic communities in various countries. A managing director is responsible for carrying 
out the goals articulated by the Curatorium. 
The Bureau is separated into four divisions: Library and Documentation, which is responsible for 

acquisition and maintenance of tax materials; International Tax Service, which prepares reports for 
governmental, business and scholarly purposes; Publications Department, which is responsible for the 
Whole gamma of the Bureau’s publications; and the Administrative arm, which plans and coordinates 
Bureau activities. ' 

Correspondents 
Apart from its own Associhtes, who represent several nationalities, the Bureau avails itself of the coope- 
ative services of a large number of expert correspondents throughout the world. 
The pro gram 
1. Traigzing 
The Bureau seeks to prepare young lawyers and economists to meet the growing demand for international 
tax experts and offers to young post—graduates from developed and developing countries the opportunity 
to work with the Bureau. - 

2. Rexearcb 
The Bureau is focusing its research efforts upon a significant contemporary problem—the relationship 
between capital exporting nations and developing countries. Other important research projects include 
studies of the tax aspects of economic integration and of the influence of tax incentives on econotmc 
growth. 
3. Edutalian 
The Bureau seeks to stimulate, 'and participate in, seminars and discussion grOups, lectures and public- 
ations. 
4. Library and Documentation 
The Bureau’s program of cataloguing and completing its set of materials will be continued in the frame- 
work of its library facilities which were much improved as a‘ result of the move in 196 3 to new quarters 
in an old city gate of Amsterdam. 
5. Report; 
The Bureau prepares reports containing factual data and legal appraisals relating to countries other than 
the country of residence of the organization or individual who requests a report.

IV



/ EDITORIAL ~- 

This issne contains inter alia'the main ’points of the 1965 Canadian, Pakistan and South 
African Budgets. A number of problems invite attention; in general measures to counter 
the inflationary trend, closing 100pholes in tax laws, promoting domestic investment and 
an increase in the public influence‘on inVestrnents are salient featmes of the several 
budgets. These are features which are also to be found in the financial policy of coun- 
tries other than those considered here. It may, therefore, be useful t9 devote some atten- 
tion to these three budgets. 

In South Africa, as stated on page 527 of this ‘issue, the maintenance of the tax levéls and the introduction of a loan levy will not be too heavy a price to pay, as a result 
thereof the inflationary trend is curbed. In the long run, stability of living costs is worth more to the taxpayer than a slight reduction in his taxes. 
The loan levy will carry simple interest at 5%. No date is fixed for repayment. Thus, 

the levy will be rgpayable only when the Treasury decides to do so. Presumably repay- ment will not occur, before the inflationary trend has been stopped. ‘ 

\ 
In Canada a small reduction in the rates of tax on personal income has been proposed. No relief is granted to corporations, nor is any reduction of sales tax provided. On page 

317 of this issue the suggestion is made that the reduction of personal income tax may be intended to serve political ends. Tax reductions are always welcome and normally have been an accurate forecast of an impending federal election in Canada. In taxation it 
can always easily be demonstrated: theorists propose, politicians dispose! ' 

In the EEC a large number of official and unofficial proposals for tax harmonisation 
have been made. The Chambers of Commerce of the EEC countries discus‘s harmonisa- 
tion of depreciations rules Within the EEC. Fiscal depreciation must take full account of 
rapid technological development! The resolutions have been published on page 324 of 
this issue. In case of substantial price increases depreciation on the basis of replacement 
value has been proposed. This is a problem which does not lend itself to a simple 
solution. Continuity of the enterprise, however, is not only a problem of the entre— 
preneur, but a matter of public interest. A tendency toward greater public (and govern- 
mental) influence on domestic investments are evident in the budgets of Canada-and 
Pakistan. ' 

In Pakistan incentives for the conversion of private companies into bread-based 
public companies are granted (see p. 52 5); in Canada the proposed incorporation of a 
Canadian Development Corporation presents an interesting marriage between govern- 
ment ownership of Canadian industry and private enterprise (see p. 117).

V 

Change is the law bf life. (Fisher Williams, 1932). The life of the law is not logic but 
experience (Justice Holmes). The future belongs to those who work to frame law and 
to establish it on the firm foundations of public conviction and public confidence 
(Nicholas Murray Butler, 1929).‘ ‘ 

J.C.L. Huiskamp
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AVOIDING DOUBLE TAXATION-A REORIENTATION 
OF THE ROLE OF TAX TREATIES 

by SIDNEY I. ROBERTS* 

I suggest a new focus of attention in respect of the role that tax treaties should play in the 
taxation _of corporate foreign income. 

V A major focus of attention has been on the issue of whether “domestic neutrality”— 
requiring foreign operations to bear the same tax burden as domestic operations—is a 
desirable touchstone of the United States policy for the taxation of foreign income. 
Whatever may be the outcome of this great debate, it seems clear that the current tax 
policy of the United States is premised on domestic neutrality.1 
In that posture of today’s world, I submit that now is.an appropriate time to shift the 

focus, from'the traditional attention to achieving domestic neutrality to insuring that 
result; to ask that our government be less concerned with increasing the tax burden on 
foreign operations of United States corporations (in order that foreign operations beat as ' 

heavy a burden as domestic operations) and to be more concerned with decreasing the 
tax burden on foreign operations so that foreign operations are not taxed more severely 
than domestic operations.

_ 

This issue of insuring that foréign operations do not bear a heavier overall'incorne tax 
—United States and foreigncthan domestic operations, has been made crucial by recent 
developments: the reduction ‘of the United States corporate tax rates, the increaSes in 
foreign statutory rates and the more subtle increase in the effective foreign rates that 
results from a different basis for computing income, for example, the foreign country’s 
disallowance of properly allocable home office expenses incurred in the United States, in 
computing the income of a foreign permanent establishment.2 
But perhaps the most significant development is the increased enforcement of § 482 

by our own Internal Revenue Service. If income reported as earned by the foreign sub— 
sidiary is taxed under § 482 to the United States parent corporation, unless the income so

> 

' taxed is relieved of the foreign tax, the UnitedStates parént will pay a higher tax on that 
income than the 48% rate paid by United States corporations not engaged in foreign 
operations. That is not the domestic neutrality that is the premise of United States tax 
policy. 
Commendably, the Treasury Department has recognized this problem in Revenue 

Procedure 64-54.3 Under that Revenue Procedure, 2. United States parent will be allow- 

* Attorney at law; Roberts 8: Holland, New York. ‘ 

I See Surrey, International Tax Relationships, 17 The Tax Executive 104, 129 (jan. 1965). Compare: 
Bulletin 1964, p. 441, 485 . 

.

' 

2 The increasing importance of this issue of insuring domestic neutrality is illustrated by the attention 
on utilization of excess foreign tax credits, e.g., see Chapman and de Kosmian, Excess Foreign Tax’ 
Credit, 22 Journal of Taxation 296 (May 1965). 
5 Internal Revenue Bulletin 1964-52, December 28, 1964. 
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ed to offset—La, credit against the United States tax attributable to the § 48 2» allocation— 
the amount of foreign tax already paid on the same income by its foreign subsidiary. In 
effect then, the United States revenue—not the taxpayer—bears the burden of double 
taxation that results from the fact that the foreign subsidiary is paying a foreign tax on 
the same income that the United States is taxing under §482. However, this Revenue 
Procedure, is applicable only to taxable years ending before January I, 1963 . 

This brings us to a serious problem in the taxation of foreign operations: how to 
insure that the United States and the foreign government will agree upon the amount of 
income properly allocable to each country. This issue arises not only in the case of a 
domestic parent and its foreign subsidiary, but also in the case of a domestic corporation 
with a permanent establishment in the foreign country, and as we shall see, in the case of 

' a taxpayer merely receiving income from the foreign country subject to withholding tax. 
In any such case, unless the United States and the foreign country agree as to amount of 
taxable income allocable to each country, the cffectiv'c overall rate may exceed the 48% 
domestic rate. The reason for this is of course that in the limitation of the foreign tax 
credit, the numerator is taxable income from foreign sources determined under United 
States concepts. Thus, even if the effective foreign rate is 48%, the same as the United 
States rate, the overall tax will be more than 48% if the foreign country subjects to its 
tax more income than the United Statés determines to be from such foreign sources. 

The problem has been recognized by Mr. Surrey: “. . . efforts must be made to devel— 
op treaty mechanisms which permit appropriate accomodation of allocations made by 
the tax authorities of one country and accepted as proper both by the taxpayer and the 
tax authorities of the other country. Such a treaty could, for example, remove impedi— 
ments of domestic law to the accomodation, such as the statute of limitations or the 
finality of previous assessments. Further, Where the tax authorities agree as to the 
appropriate allocation, mechanisms should be sought which would permit any result— 
ing double tax burden to be shared among the two Governments and the taxpayer in 
proper fashion so that all three would have an interest in keeping differences in alloca- 
tion approaches to a minimum. Indeed, this subject of proper international allocations 
and the mechanisms for héndling changes in allocations and the differences that 
arise in concrete cases represents one of the most important areas of treaty develop- 
ment.”4

' 

With respect to the statute of limitations, in a later address5 Richard Loengard, the 
Treasuxy’s Special Assistant for International Tax Afi'aifs, stated that the more recently 
negotiated treaties eliminate the “procedural” barriers t6 any agreement that is reached 
between the two Governments in the case of inconsistent determinations of the alloca- 
tion of income. 

Intergovernmental Negotiation A 

I suggest, however, going beyond eliminatiori of merely procedural barriers. If the two 

4 Surrey, .rupra, 116. 
5 Remarks Before the Tax Executives Institute, March 19, 1965, at p. 8. 
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Governments disagree as to allocation of income, should not the taxpayer be permit'ted 
to step out of the negotiations and leave it to the two Governments to reconcile their 
differences? Certainly, the two Goverhrnents are in a better position to bargain as equals. 
Moreover, the fact that the United States, for example, and not a United States corpora- 
tion, will bear the burden of the outcome (if the negotiation, Will-insure the strength and 
zeal of advocacy by the Treasury Department. Moreover, if the suggestion is adopted, 
the Treasury will be in a position to negotiate with a bag-full of cases —-able to trade one 
case against another with no concern that one taxpayer will benefit at the expense of 
another. Indeed, the Treasury will be able to bring to bear in that negotiation the entire 
panoply of elements that enter into diplomatic trading between two Governments. 
Of course, appropriate safeguards will be required, for example, to insure the coopera- 

tion of the taxpayer in the Treasury’s negotiation. It is not inconceivable that the United 
States taxpayer will lose some of its zeal if it had nothing to lose in the inter-Government 
negotiation. Moreover, as a condition of Treasury Department’s-assumption of the but— 
den of avoiding double taxation, perhaps the taxpayer should be required to establish 
that it acted in good faith in making a reasonable allocation. In any event, the taxpayer 
should not be relieved of the burden of any tax that it would beat if there were no dis- 
agreement between the two Governments as to the amount of income allocable‘ to each 
country. Thus, it may be required to pay an amount computed at the foreign tax rate on 
the income in dispute Where that is more than the United States 48% rate. 

This suggestion that the Governments assume the burden of insuring against double 
taxation is not so novel as may first appear. Two instances Where the United States 
assumes the burden of insuring domestic neutrality come to mind. The first has pre— 
viously been referred to: In Revenue Procedure 64-54 the United States reVenue suffers *- 

- Where the foreign country has already taxed the income reallocated under § 482 to the 
United States taxpayer. This is a direct reduction of United States tax collections that 
would otherwise be payable if the Internal Revenue Code were strictly applied. 
A second instance reflects an indirect reduction of the United States tax collection that 

occurs commonly in the course of treaty negotiation. For example, Where a treaty pro— 
vides for a réduction or elimination of tax on interest, dividends or royalties, the effect—— 
if not the purpose—of that reduction on United States corporations is to Igducc their 
foreign tax. This reduces double taxation, potential or actual, since it leaves some 
margin in the calculation of the foreign tax credit limitation. Generally, however, the 
foreign country concedes such reduction of its Withholding tax in return for a concession 
on the part of the United States, at the expense of United States tax collections. So here 
we see a second instance of a reduction of double taxation for United States taxpayers at 
the expense of US. tax revenues with the effect of achieving domestic neutrality. 

M odz‘fimtz'om in the Griemme Procedure 
Even if we do not thrust upon the Governments the burden of insuring against double 
taxation of the same income, less startling improvements might: be sought in the 
“grievance procedure” provision. 

'

, 

As you know the treaties generally provide that where the taxpayer establishes that the 
fiction of one of the Governments has resulted or will result in double taxation contrary
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to the provisions of the treaty, he may present his claim to his country and if it deter— 
mines that the claim is worthy of consideration, the two countries shall endeavor to 
come to an agreement to avoid double taxation. V 

In the first place, a few treaties—for example, Canada, Denmark, Finland and France— 
the provision expressly applies only where the action of one of the Governments has 
resulted in double taxation. These treaties should be brought in line with most of the 
other treaties to provide for application of the grievance procedure Where the action of 
one of the countries merely threatens to result in double taxation. Perhaps the antici- 
pated negotiations with Canada on the withholding rate for non-resident Canadian 
cc')rporations6 and the renegotiation of the French treaty will permit clarification of this 
point. 
More important perhaps, it has been suggested that the grievance procedure is 

applicable only Where a single taxpayer is involved, for example, in allocation of income 
as between a home office in the United States and a permanent establishment abroad, but 
not in the case of allocation of income, for example, as between a U.S. parent and a 
foreign subsidiary.7 If any country so interprets the treaty, certainly the provision should 
be clarified. For this purpose reference may be made to the New Zealand provision8 
which expressly includes Within the ambit of the grievance provision double taxation that 
results from reallocation of profits from related entities.

4 

A little noticed statement, not in a treaty, but in an accompanying report, would be 
most helpful in avoiding double taxation if it were generally accepted by the United 
States and all the foreign countries which are parties to U.S. treaties. The statement. 
appears in the Report of the Department of State9 on the treaty with the Union of South 
Africa, a treaty which has no separate article prescribing source rules. This Report 
recognizes that the Union imposes its tax primarily on income from sources Within the 
Union and that there are conflicts in the source rules of the two countries. The Report 
states: 

“The Convention lays down certain rules by which the settlement of such questions 
may be facilitated. The provisions relating to administrative assistance are intended, 
and in fact, are essential, to make fully effective the substantive provisions regarding 
exemptions and credits.” 

We have recently had the occasion of determining the application of this prbvision 
under the Union treaty in this case: A motion picture producer in the Union rents a film 
to a U.S. distributor for distribution in the United States. The Union of South Africa 
rules that the film rental received by the Union producer is from sources in the Union, 
where the picture was produced, whereas the United States imposes a 30% Withholding 
‘tax on the film rental as income from United States sources. (The Union exempts in- 
come from sdurces Within the United States rather than allowing a foreign tax credit 

6 Treasury Department Release, April 13, 1965. 
7 See Short, Allocation of Income Connected Enterprises, International Corporate Tax Conference, 

1964 (Canadian Tax Foundation) 9, I I ; Stock, The Thoughtful Tax Man, 42 Taxes 403, 406 (1964). 
8 Article 

April 23, 1947. 
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therefor.10 Since the Union taxes such income as derived from sources within the Union, 
this appears to be the type of situation which the Report suggests was intended to be 
covered by the grievance provision.11 

‘

~ 

It should be recognized that to accomplish the avoidance of double taxation in this situa¥ 
tion, one or the other country must relinquish a tax Which it is o‘therwise entitled to. 

‘ 
Such a case serves as a third illustration (in support of my earlier proposal that the two 
countries bear the ultimate burden of alleviating double taxation) Where double taxa- 
tion is avoided at the expense of the revenue of the two countries rather than at the ex- 
pense of the taxpayer. ‘

' 

International Definition: of T emu 
Definitions that are common to both countries are essential to the fulfillmentof the 
function of the treaties. Nevertheless, the treaties generally leave a Wide area where a term 
has a different meaning in the two countries and therefore a provision may be applied 
difi'erently in each country. 

Generally the treaties contain a definitional article which defines such terms as “per- 
manent establishment,” “ihdustrial and commercial profits,” “enterprise,” “ 
etc. However, they further provide that “any term not otherwise defined shall, unless the 
context otherwise requires,” have the meaning which it has under the tax laws of the 
taxing country.12 

V

‘ 

Whenever the application of a treaty requires reference to internal tax law, and the 
internal tax laws of the two countries differ, the mutuality of the tgeaty is defeated, i.e., 
residents of one country having certain contacts with the other country having the same 
contacts with the first country. Moreover, it defeats the purpose of preventing double 
taxation in respect of a particular taxpayer. For this reason the OECD Commentary on 
the Draft Convention recognizes the importance of uniform definitions and interpreta— 
tions.13

' 

While generally the source rule in a treaty is equally applicable to both countries, it 
should not be hastily assumed that identical language will produce the same rule in each 
country. For example, consider a treaty provision that the source of income from the 
sale of personal property is treated as derived from the country in {which such property is 
“sold”.“ In some foreign countries, property may be considered to be “sold” Where the 
contract is executed. Since the term “sold” is not defined in the treaty, it may well be 
that'the source of sales income of the United States taxpayer, for the purpose of deter— 
mining its foreign tax, depends upon where the contract is executed; whereas the sou'rce 
of income of a foreign taxpayer, for the purposes of determining its United States tax, 

10 Art. IV(2). V 

11 See also Rev. Rul. 54-5, 1954-1 Cum. Bull. I50, where the “grievance” provision of the Canadian 
treaty viras expressly relied upon to allocate income from the operation of United States and Cana- 
dian bus companies which operate routes in both countries. 

I 2 See, e.g., Australia, Art. 11. Similaxly, Belgium Art. 11(2); Greece, Art. 11(2); Japan, Art. 11(2); Unit- 
ed Kingdom, Art. 11(3). While such a provision is not found in the treaties with France and Sweden, 
the Treasury Regulations so provide. Reg. §514.Io4(a) (France); $5 20.105(a) (Sweden). 

,13 See, 1963 OECD Report 10, Par. (5). 
I4 See, e.g., Japan, Art. XIII(c), Honduras, Art. XVII(c); Luxembourg, Art. XVII(b). 
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turns on Where title passes. Ifthat is the result, the failure to provide a completely mutual 
provision, a result of the failure of the treaties to define all terms by a common reference, 
defeats an important function of the source rule, namely, to coordinate the foreign tax 
with the United States foreign tax credit. 

For example, suppose a contract for the sale of property is executed by a United States 
corporation in a foreign country which has a treaty containing the source rule under dis— 
cussion, but title passes in the United States. If the foreign country applies its own law 
to interpret the word “sold” in the treaty to mean the place of execution of the contract, 
and there is no other provision in the treaty exempting such income from the foreign tax, 
the United States corporation pays the foreign tax. However, the income from such sales, 
being considered income from United States sources for United States tax purposes is not 
included in the numerator of the limiting fraction of the foreign tax credit, thus denying 
(or at least reducing) the availability of such foreign tax as a credit against United States 
tax. 

Effort must be made to reduce the area in which provisions do not mean the same in 
both countries. The traditional avenues are available but could be pressed more vigo— 
rously; more definitions in treaties; more exchangés of correspondence between repre- 
sentatives of the negotiating countries as to the meaning of doubtful terms ;15 more 
regulations by the Treasury Department so that at least the foreign gountries are aware of 
United States interpretation. A less traditional approach that should be considered is a 
set of regulations that is approved by the administrative authorities of both countries. 
And, finally, we should consider Whether the traditional rule that reference be made to 

the internal law of the taxing jurisdiction should not be revised, modified or clarified. 
Three possibilities suggest themselves. First, undefined terms should be determined by 
refegence to the internal tax law of the country other than the one which imposes the tax. 
This would put the burden oh the Governments to ascertain What the other country’s 
law is, so that it would have an impetus to state very precisely what is intended. While 
this suggestion may appear unusual, it must be evaluated against the present rule which 
requires, for' example, the United States taxpayer to determine what the foreign law is 
and places him in an unenviable position if, for example, he must argue with the Japa— 
nese tax agency as to What the Japanese law is.

V 

An alternative is to provide that if as a result of reference to the law of the taxing 
jurisdiction, income is cdnsidered as being derived from sources in that country, the 
home country shall respect that determination for purposes-of its foreign tax credit.16 
Conceivably, it could be argued that this result should be reached under the grievance 

' procedure. But there may be some difficulty in successfully so contending.17 If this 
result cannot be reached, we would leave the taxpayer worse off under a treaty which has 

15 See, e.g., 8. Ex. Rep. 10, 88th Cong., 2nd Sess. 41 et. :94. 
16 Cf. Article XIV(a) of the Japanese treaty signed April 16, 1954 (certain interest treated as from 
Japanese somces for the purposes of the foreign tax credit “to the extent so treated under the laws of 
Japan”), deleted by Supplementary Protocol signed May 7, 1960. Cf. also, Ex. Rept. No. I 1, 87th Cong., 
1st Sess. (I 961) (Estate Tax Convention with Canada) 7, 28, 45-46. The text of the Japanese treaty has 
been published in the July-issue 196s of the Bulletin.

' 

I7 Cf. Rev. Rul. 56-251, 1956-! Cum. Bull. 46. 
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a specific source rule than under a treaty, e.g., that with the Union of Sofith Africa, 
which has no separate article specifying source rules, although obviously the intention of 
prescribing specific source rules was to help the taxpayer in the kind of case described. 

This discussion suggests a third possibility. In addition to any source rules expressed 
in the treaty there should be'added in the source rules a “catch-all” provision, along the 
lines of the Department of State Report on the Union of South Africa treaty, to the eHect 
that the two countries may agree upon a' common source rule in hny case in which the 
application of the treaty in the context of the internal law results in a different source 
'rule in each country. The Treasury Department release (October 7, 1964) on the United 
States —Israel Conventibn suggests that such a provision may appear therein.

\ 

PROF. DR. OTTMAR BUHLER 1' 

P R I N Z I PIE N . / 

DES INTERNATIONALEN STEUERRECHTS 
290 Seiten Gang Leinen DM 50.- 

Die Entwicklung der Wirtschaft in den letzten Jahrcn hat mehr und mehr zur Entstchung von' 
immcr umfangre‘icheren Unternchmenszugammenschliissen gcffihrt. Gleichzeitig haben auch 
die internationalen Verflcchtungen der grossen Gesellschaftex; in allen ffinf Weltteilen stark 
zugenommen und sind noch immer im Wachsen begriffen. Diese zunchmenden Vcrflechtungen 
hatten ihre steuetlichen Konsequenzen auf dem Gebiete dcs internationalen Steu’errechts. 
Ausserdem gab es in zunehmendem Masse internationale Festsetzungen fiber die steucrliche 
Behaindlung dcr Entwicklungshilfc. 
Allc dies: Entwicklungen liessen schon seit langem die Fragc angezeigt erschcinen, ob es nicht 
liingst an der Zeit Wire, dies: und viele anderc Fragcn des IStR auf ein System zu bringen und 
seine Prinzipien aufzuzeigen. 
Dieser Versuch Wird hier von einem bewihrtcn Vertreter,dcs Stcuctrcchts untemommen und 
nach Io-jéihrigex Arbeit der Ofientlichkeit vorgelcgt. Die komprimicrte Form dcr Darstcllung 
die den umfangreichen Stoff auf 260 Seiten zu meistem versucht, Wird von den schr viclcn 
vIntcressenten an diescr im internationalen Wirtschaftslcben hochwertig gcwordcnen Materie 
als gtosse Erleichterung zum Eindringcn in die schwierige Problematik cmpfundcn warden. 
Auxlieferung dumb dw- Inlemationale; Steuerdokumentatiombfira ffir die Bundenepublik Detmtb/and 

dunk C .H . Beck’xcbe Verlagibutb/Jandlung, Mfimben um! Berlin 
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ARGENTINA 
TAX NEWS 

NEW SUMMARIES OF COMPANY TAXATION IN 1965 

In late June 196 5 the Congress approved 
\ Law No. 16.663 pursuant to which Argen— 

tina returns to the rates in force on De— 
cember 51, 19641. 
The rates mentioned in the July 1965 
issue of the Bulletin 273) are, as a 
result of these later developments, not 
always applicable in 1965 . For purposes of ‘ 

convenience and in order to avoid possible 
confusion a new summary of company 
taxation in Argentina is included in this 
issue. 

I National companie: 
I General income tax 
Taxable base: net income 

33% 
I 5% Emergency surcharge 

». 2 Income tax on dividends 
Taxable base: amount of dividends 
(stock dividends included) 
Tax rate: 8% Withholding tax 

15% Emergency surcharge
_ 

3 Substitute inheritance tax 
Taxable base: net worth 
Tax rate: 1.50%‘ 

II Forezgn mmpaniex 
I General income tax 
Taxable base: income from Argentine 
sources 

Tax rates: 38,36% 
15% Emergency surcharge 

2 Substitute inheritance tax 
Taxable base: net worth of branches 
Tax rate 1,50% 

III Taxation of interest; 
Taxable base: amount of interests (90% 
in case of foreign loans) 
Taxe rate: 
A — for interests on loans 

Normal income tax if paid to resi- 
dents 
38,36°/0 plus I 5% emergency sur- 
charge if paid to non-residents. 

B — for interest on debentures 
individuals 
8% for the general income tax 

I 5 % emergency surcharge 
other than individuals 
38,36% plus I 5% emergency sur- 
charge

I 

IV Taxation of royaltie: 
' 

Taxable basei amount of royalties 
(If there are resurch expenses paid to 
foreign companies the Law assumes 
them to be 100/o of royalties remitted) 
Tax rate: Normal income tax if paid to 
residents 
38,360/o plus 15% emergency surcharge 
if paid to non residents 

I Compare editorial note Bulletin, July issue I 96 5 , p. 276. 
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v Foreign board; of direc‘tor; 
Tax base: amount of fees

‘ 

Tax rates: 38,560/0 plus 15% Emergency 
surcharge

u 

(If payments are made for -teChnical 
‘ 

and/qr financial assessment from foreign 
countries, 10% of them are assumed as 
cost and expenses of payments.)

_ 

Reported Horacio Him-[fl Emma: Aire: 

CANADA 
TAX NEWS 

. 1965 BUDGET 
On Monday, April 26th, the Minister of 
Finance presented his annual Budget to 
the House of Commons. The principal 
féatures of the Budget are: 
a the provision of some relief which is not 

as substantial as might have been expect- 
ed‘for tax—burdened Canadian indivi~ 
duals; 

17 the proposed incorporation of a Cana— 
' 

dian Development Corporation with an 
issued capital of $1,ooo,ooo,ooo; and 

a sustained tax tinkering (which was 
commenced in 1965) to close loopholes, 
particularly in the areas of “abuse” of 

_ 

pension plans and deferred profit 
sharing plans, use of trusts with non— 
resident beneficiaries and off-shore divi— 
dend stripping. 

The Minister also closed a loophole exist— 1 

ing in s. 8 3A, by which tax was avoided on 
the sale of oil and gas properties, and has 
tightened up tax relief granted to the min— 
ing industry. 

Section. I 38A will apparently remain in 
the Act until the Minister has received the 
report of the Royal Commission on Taxa— 
tion. 

'

7 

The Minister alsorstated that the Income 
Tax Amending Bill will contain furtherltax 
changes which will be designed primarily 
to increase the equity of the present tax 

system and to clbse more loopholes. 
Perhaps the greatest objection to the 

Budget lies in the non—tax area of the 
proposed Canadian Development Coipo— 
ration, which presents an interesting 
marriage between government Ownership 
of Canadian industry and private enterprise. 
Certainly the potential degree of govern— 
ment control over investment power of 
this magnitude and the effect of such con- 
trol on industrial projects will merit careful 
consideration.

_ 

The following contains a more detailed 
commentary on the tax changes announci 
ed; ' 

Redun‘z'on of Permmz/ Income T ax 
Tax reductions are always welcome and 
normally have been an accurate forecast of 
an impending federal election. Perhaps the 
reduction of personal income tax granted 
by the Minister of Finance in his Budget is 
intended to serve political ends. It is note- 
worthy that the reduction applies only to 
perJaIm/ rates of tax: no relief is granted to 
corporations, nor is there/any reduction of 
sales tax, the two areas of taxation of 
which the Canadian public generally sees 

> 

the least. 
The rcduétion for the 1965 calendar year 

is to' be 5% of the basic tax otherwise 
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provided or $300, whichever_is the lesser. 
For subsequent years, the reduction will 
.be 10% of the basic tax or $600, whichever 
is the lesser. It .is noteworthy that the 
maximum limitations of $300 or $600 in 
the reduction of tax take effect only where 

' 

taxable income exceeds approximately 
$20,000 in any year. There seems tQ be 
little explanation for the imposition of 
these maximum limitations other than, of 
course, political expediency in an apparent 
attempt to limit the tax relief available to 
higher income groups and to increase the 
already top—heaVy burden of the rate 
structures under the Income Tax Act. 
Consequent upon this change, Para— 

graph 18 of the Income Tax Resolution 
states that an amendment will be made to 
the Federal—Provincial Fiscal Arrange— 
ments Act to adjust the fractions éet ‘out 
therein in the definition of “standard 
individual income tax” so that there will 
be no reduction in the amount of equaliza— 
tion payments made to any province in 
consequence of the reduction of personal 
income tax. 

In giving his Budget address. Mr. Gor- 
don stated that he would not expect the 
provincial governments to move in to raise 
their income taxes to take advantage of the 
reduction of rates now proposed by the 
Federal Government. 

Deduction: Allowed to Individual: in Compu— 
tation of Taxable Income 
As well as reducing personal taxes, the' 
Minister of Finance has introduced a 
number 'of changes, most 'of which are 
effective for the 1965 and subsequent taxa— 
7cion years, which will allow a taxpayer new 
deductions in computing taxable income. 
Paragraphs 2 and 3 of the Resolution 
allow a taxpayer to claim dependency 
for the support of an aunt, uncle, niece and 
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nephew resident in Canada, in limited 
circumstances. 

Because the pension under the Old Age 
Security Act Will be airailable in 1966 to a 
person at: age 69, decreasing by one year 
for the next ensuing 5 years, when it will 
become available to persons attaining the 
age of 65 in 1970, s. 26 (I) (C) will be 
amended so; that the additional personal 
exemption of $500 allowed under s. 26 (I) 
(C) will be available only if the taxpayer 
was not in receipt of an old age pension 
during any month of the taxation years 
1966 to 1969 inclusive. 
Paragraph 5 of the Resolution will be 

welcomed by members of the professions 
and by trade union members. This Para- 
graph provides, in effect, that for the 1965 
and subsequent taxations years, taxpayers 
may deduct dues paid to maintain mem— 
bership in a trade union or to maintain a 
professional status'recognizcd by statute 
and also claim the standard deduction of 
$100 provided by s. 27 (1) (ca). 
The Canada Pension Plan Will come into 

effect on January I, 1966, and consequent- 
ly, for the 1966 and subsequént taxation 
years, contributions made under the Cana— 
da Pension Plan or under the Quebec 

1 

Pension Plan may be deducted in comput— 
ing income. Presumably, this will apply to 
both employer and employee deductions, 
and also to contributions by self-employed 

’ persons. ' 

Section 79B (5) of the Act presently 
provides that the maximum amount 
deductible in computing the income of a 
taxpayer for contributions to a registered 
retirement savings plan is the lesser of 
$1,500 or 10% of his earned income if he 
is a contributor to a registered pension 
plan, or the lesser of $2,500 or 10% of his ‘ 

earned income if he is not a contributor. 
Paragraph 8 increases to 20% the maxi—
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mum percentage deduction under a 
registered retirement savings plan. It will 
be noted, however, that the existing limits 
of $1,500 and $2,500 were not increased 
by the Budget Resolution. 

Bminm- Expense: 
Paragraph 10 of the Resolution provides 
that corporations and individuals carrying 
on business in the 1965 and subsequent 
taxation yeafs will have the right to deduct 
certain business expenditures 'that have 
hitherto been non-deductible. The deduc— 
tions now allowed are: 
a amounts paid by a lessor to a lessee with 
Whom he is dealing at arm’s length to 
obtain cancellation of a lease; 
amounts expended for landscaping 
business property; 
amount expended for ciearing land or 
laying tiled drainage; 
the costs incurred in investigating the 
suitability of a site for a structure to be 
used by the taxpayer in connection with 
his business; and 
the cost of making representations to a 
Government or other public authority 
in connection with business activities. 

It is hoped that the last-mentioned item 
will be given a broad interpretation and 
will perhaps clarify s. I I (I) (W) (introduc— 
ed last year), making it clear that the cost of 
making representations in tax disputes 
before the notice-of-objection stage is 

deductible. 

Accelerated Capital Cost Allowame; 
In the portion of the Minister of Finance’s- 
Budget Speech dealing with tax changes, 
the Minister stated that the amendments to 
the Act in 1963 allowing an accelerated 
rate of capital cost allowance on new 
manufacturing machinery and equipment, 

. due to expire on June 13, 1965, will be 

extended to cover machinery and equip- 
ment acquired up. until the end of Decem- 
ber, 1966. Presumably, amendments to the 
Regulations will be introduced to provide 
for such extension. 
The Minister of Finance also proposed 

changes in capital cost allowances to help 
farmers who are facing difficulty in mafket— 
ing corn and other grain crops in areas 
Where there is a shortage of grain storage 
facilities. Under Regulations to be passed, 
the cost of allnew grain storage facilities 
constructed in the period May I, 1965, to 
December 3 1, 1966, may be fully depreciat- 
ed'for tax purposes over four years. 

Further, amendments to the Regula— 
tions will be introduced to permit capital 
expenditures made until the end of 1966 
by businesses for the purpose of prevent- 
ing water pollution to be written off 
over a two-year period. Such provision 

A 

will also be reviewed following receipt of 
the Report of the Royal Commission on‘ 
Taxation; 

Scientific Reward) and Development 
The Minister referred to the amendments 
introduced in 1962 which permit corpora— 
tions making expenditures on scientific 
research to deduct not only the whole of 
such expenditures from income in the year 
in which they are incurred, but also an 
additional 50% of the increase in research 
expenditures over those incurred in the 
1961‘ base year. This legislation is due to 
expire at the end of the 1966 taxation year. 
In this connection, Mr. Gordon considered 
that-the inducement to carry on scientific 
research and} development could be made 
fairer and more effective if it were in a 
form that was of 'more value to new and 
small companies subject to the lower rate 
of tax, and for those companies faced with 
lbs 563. Consequently, the Minister proposes 
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to bring forward a Bill which will, for the 
1967 and subsequent taxation years, re- 
ward scientific research with either a'cash 
grant or a credit against tax liability. The 
amount in either base will be equal to 25% 
of “defined amounts” of expenditures by 
the business on scientific research or de- 
vclopment which is carried out directly by 
the taxpayer or by contract with others in 
Canada. For the 1966 taxation year, a 
business will be permitted to elect 
whether to receive the benefits available 
now under the Income Tax Act or the. 
benefits to be provided under the propos- 
ed legislation. 

Limitation afan Employee’m Rig/72‘ to Average 
Tax on Retiring Allowance; and Lump Sum 
Payment: Out of Pemion Plam and Profit 

’ Sbarz'ng Plan: 
To close a loophole which seems to have 
been well explored in recent months, the 
Minister now proposes that with respect 
to payments received after April 26, 1965 
(other than payments made on the death of 
an employee), the amount that a taxpayer 
may elect to have taxed under s. 36 of the 
Act shall not exceed in the case of single 
payments out of pension plans, deferred 
profit sharing plans and employee profit 
sharing plans, $1,500 times the number of 
years during which the employee was a 
member of such plan, and in the case of a 
single payment made on retirement or in 
respect of the loss of office, $1,000 times 
the number of years during which the 
employee was an employee of the employer 
who made the payment. 

This amendment will close the door to 
many taxpayers who have made substan- 
tial past service contributions to pension 
plans under s. 76(1) of the Income Tax 
Act in the expectation of controlling their 
incomes in the three years prior to the 
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Winding-up of the plan, so that the sum 
I 

held in the pension plan at date of retire- 
ment may be repaid to the taxpayer, and 
the calculation of tax on this amount will 
result in an artificially 10W tax burden un- 
der the s. 36 formula. 

Taxpayers will also be limited by this 
amendment in reducing taxes by controll- 
ing at low levels their salary or other 
remuneration in the three years prior to 
retirement and taking a healthy termina— 
tion or retirement allowance as a lump sum 
payment with the appropriate beneficial 
averagihg of tax under s. 36. 

It is noteworthy that in the Budget there 
was no mention made of any proposed 
amendment to s. 76 of the Act nor in 
respect of the practice previously adopted 
by the Department of National Revenue in 
respect of the “approvals” issued under 
this section. Therefore, taxpayers may 
apparently continue to make past service 
contributions on the same basis as was 
previously done except that they no longer 
can look forward to permanent tax’ relief 
through winding—up the pension plan and 
appropriating to themselves large sums in 
the plan taxable at low rates.

~ 

To keep track of the activities of pen- 
sion plans, registered retirement savings 
plans, or deferred profit sharing plans, the 
Government will now require annual 
returns of these plans. 

_ 

No doubt the 
furnishing of annual retuxns will highlight 
for the benefit of the Revenue any abuses 
as they develop, in order to give it an 
opportunity for proper legislative correc- 
tlon. 

T mmfer qf Retiring Allowame: to Pemion 
P/am, Registered Retirement Saying: Plan; 
or Deferred Profit Sharing Plan: 
Paragraph 9 of the Income Tax Resolation 
states that for 1965 and subsequent taxa-
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. fion years a taxpayer may take a deduction 
from a retiring allowance paid to him in 
the year if, during the year or within 60 
days after the end of the year, a portion 
thereof is contributed to a registered pen- 
sion/plan, a registered retirement savings 
plan or a deferred profit sharing plan. This 
provision will open new areas for defer- 
red compensation arrangements Where an 
executive employee retires Without ade— 
quate pension arrangements and the em— 
ployer’s pension plan does not permit 
lump sum funding for the benefit of the 
retiring employee. In such circumstances, 
the employee will be permitted to pay 
his retiring allowance into the employer’s 
pension plan or to establish his own regis- 
tered retirement savings plan and make a 
contribution to it, thereby postponing the 
incidence of tax on the retiring allowances 
until such times as they are paid out to 
him as a regular annuity under the plan. 

Advertixing in Newspaper! and Periodical; 
‘Paragraph 19 contains a draft of new 8. 
12A, implementing the Minister’s long— 
awaited legislation implementing Govern— 
ment policy in connection With the protec- 
tion of Canadian periodicals and to ensure 
that Canadian newspapers do not fall 

under foreign ownership.
‘ 

Section 12A provides, in effect, that in 
computing income of a business no deduc— 
tion may be made in respect of an other- 
wise deductible outlay or expense for 
advertising inlan issue of a non-Canadian 
newspaper or periodical from and after 
December 31, 1965, Where the advertise— 
ment is directed primarily to a market in 
Canada, A Canadian issue is defined as one 
in which the type is set, the editorial work 
is done and the publication is made in 
Canada. Further, and perhaps more sur- 
prisingly, a Canadian newspaper or perio- 

dical is defined as a newspaper or period- 
ical, the ownership 'of which is vested in a 
Canadian citizen, a partnership which is 
three-quarters controlled by Canadian 
citizens or a corporation incorporated in 
Canada if the Chairman and at least three- 
quarters of the directors “or other.simi1ar 
officers” are Canadian citizens and of 
which three-quarters of the shares, having 
full voting rights under all circumstances 
and representing in the aggregate at least 
three-quarters of the paid-up capital, are 
owned by Canadian citizens; 

Section 12A may have been drafted in 
haste: it is hoped that the Government 
will reconsider the far-reaching effect of 
this new legiélation prior to its enactment. 

If the legislation is to have the effect 
intended, substantial.tightening up of the 
language will be necessary, as the defini— 
tion of “Canadian newspapcr or period— 
ical” is shot full of the same type of loop- 
holes as existed in s. I 59A of the Act when 
it was first introduced.

' 

Additionally, we point but that the 
legislation as now drafted may force many 
of the smaller foreign—language news- 
papers out of business, because many of 
these newspapers may not in fact be 
Operated by Canadian‘citizens, although 
most are operated by bond fide Canadian 
residents. Another possible result ' of 3. 

12A, which may be unintended, is that 21 

person such as Lord Thompson of Fleet, 
a former Canadian citizen, could be pro- 
hibited from acquiring any substantial in- , 

terest in Canadian newspapers.
. 

In cases where Canadian publication 
companies have distributed their shares to 
the public, the publication company may 
be completely unable to identify the bene- 
ficial owners of the shares and thus unable 
to satisfy its advertisers that it is a “Cana- 
dian newspaper or periodical”. Therefdre, 
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the effect of this new section may be that 
the ownership of Canadian newspapers and 
periodicals will remain closely held by 
Canadians, but the new law may inhibit 
distribution of shares to the Canadian 
public. 

Concurrently With the introduction of 
3. 12A, the Resolution to amend the Cus— 
toms Tarifl' introduced a prohibition 
against the entry into Canada of non- 
Canadian periodicals containing adverti— 
sements primarily directed to a market in 
Canada which do not appear in identical 
form in all of the editions of the issue of 
that periodical. Exempted from this so 
called “split run” or “foreign edition” 
prohibition are Time and Reader’x Digen‘. 
The Resolution further states that foreign 
periodicals in which more than 5% of the 
total advertisements state that the product 
advertised is available in Canada are also 
to be denied entry into Canada. 

Ofl-J/Jore Bail-out:
K 

The Minister in his Budget address stated 
that he was continuing the measures intro- 
duced in 1963 to prevent tax avoidance, 
obviously intending that s. 138A(1) of 
the Act would remain with us at least until 
the report of the Royal Commission on 
Taxation is received. 

It has been thought that dividend 
stripping may still be continued despite s. 
158A (1) by reliance upon s. 81 (7) in a 
transaction in which a corporation resi- 
dent in Canada ceases to carry on business, 
obtains non-resident management and 
control and issues to non-residents of 
Canada preference shares having full 
voting rights in all circumstances so that 
non-residents hold more than 50% of the 
voting shares of such company. The 

I Editorial note: Compare Tax News Service 11 - 26 (1965) 
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company ivould then surrender its charter 
and distribute its assets, and the Canadian 
residents who hold all of the common 
shares of such corporation would receive 
the proceeds on surrender of charter 
presumably free of income tax. 

If this loophole ever existed, it is now 
closed. Paragraph 11 of the- Budget 
Resolution states that for 1965 and subse— 
quent taxation years a corporation incor— 
porated in Canada shall be deemed to be 
‘resident in Canada throughout the year if 
(a) it was incorporated after April 26, I 96 5 , 

or (b) it was incorporated before April 27, 
I965, and was resident in Canada in its 

taxation year that included April 26, 1965, 
or any subsequent taxation year. 

This Budget resolution does not purport 
to make resident in Canada corporations 
that have been incorporated in Canada and 
that are now non-residents for income tax 
purposes. 

In this area it should also be noted that 
the U.S. Internal Revenue Service recently 
announced its intention to renegotiate the

‘ 

Canada-U.S. Income Tax Convention in 
order to eliminate a loophole which pre— 
sently exists giving such non-resident 
Canadian corporations the benefits of the 
Canada-U.S. Convention and the low U.S. 
withholding tax rates Without such cor- 
porations being subject to Canadian in— 
come taxl. Because of the limitations of 
Paragraph 11 of the Budget Resolution, 
it would seem that he negotiations now 
commenced Wiéh the Internal Revenue 
Service will probably be pressed forward. 

Individual: Deemed to be Rm‘a’mt in Canada 
Paragraph 6 of the Budget Resolution 
provides that, for the 1966 and subsequent 
taxation years, if an individual, resident in
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Canada for the preceding year, was per— 
formingservices in a country other than 
Canada under a prescribed international 
development assistance programme of the 
Government of Canada, he Will be deemed 
to be resident in Canada throughout a 
taxation year. This Paragraph, in effect, 

extends s. 139(5) of the Income Tax Act 
to provide that persons serving in the so— 
called “Peace Corps of Canada” in a 
foreign country will be depmed to be resi— 
dent in Canada throughout the taxation 
year in which they perform services out- 
side of Canada.’ 

Non—Rexidmz‘ Beneficiariex of T rust: Earning 
[mama in Canada 
Paragraph 15 has been introduced to 
prevent persons from arranging to have 
business income taxed at the non-resident 
withholding tax rate of 15% through the 
use of a trust with non-resident benefi— 
ciaries which carries on business in Canada. 
If the trust provided that all its income 
was distributable to the non-resident 
beneficiaries, the income so distributable 

' was taxed at the 150/0 rate of s. 106(1) (c), 
and if the non—resident beneficiaries were 

arrangements might be 
made to repatriate to Canada such income 
(after 15% tax) free of further tax by the 
use of s. 28 (I) (d) of the Act. The Budget 
Resolution provides, in effect, that for 
taxation years commencing after April 
26, 1965, a trust or estate (other than a 
trust or estate arising on death) that has 
income from 9. business carried on bylit in 
Canada may not deduct in computing its 
income an amount paid-or payable to a 
beneficiary who is a non—resident of Cana— 
da, an N .R.O. Investment Corporation or 
another trust or estate resident in Canada 
(except in certain circumstances). Further, 
the amount paid or payable by the trust 

carrying on business in Canada will be
V 

included in the income of its beneficiaries 
notwithstanding the fact that the payor 
trust is not éntitled to deduct the amount 
in computing its income. There could 
therefore be double taxation of business 
income of trusts in certain circumstances. 

It should be noted that in his speech the 
Minister of Finance stated that because of 
the various uses of trusts, it would be 
difficult to foresee the effect that the Bud- 
get Resolution may have. Consequently, 
modifications of this proposal will be 
considered if representations show that 
the amendments outlined in the Resolu- 
tion will haVe an unintended impact upon 
trust arrangements Where tax avoidance is 
not a factor. 

Dispoxz'z‘ion of Oil and Ca: Propertiex 
T brougb a joint Exploration Corporation 
Prior to Budget night, a loophole appa— 
rently existed in s. 8 3A of the Act pur— 
suant to which oil and gas properties 
might be disposed of without attracting 
tax on the proceeds of disposition of such 
properties under 5. 83A (5b) and (5c) of 
the Act. In so disposing of properties, 
the holder of the properties would in- 
corporate a jo’int exploration corporatiofi 
as defined by 3. 85A (.5 e) (a) and would sell 
to such joint exploration’ corporation 
its oil and gas properties at fair market 
value, thereby incurring an income in— 
clusion under 5. 83A (5b). The joint ex— 
ploration corporation would then elect in 
prescribed from to renounce in favour of 
the vendor an amount equal to the pur- 
chase price of the oil and gas properties 
(which is deemed to be a drilling or ex- 
ploration expense—s. 8 3A (521)), and the 
former owner of the oil and gas properties 
would have an equal and offsetting deduc— 
tion from income and therefore suffer no 
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tax in respect of the dispositiori of the 
property. 

Paragraph 15 of the Budget Resolution 
states that where a joint exploration corpo- 
ration acquires after April 5.6, 1965, an oil 
or gas property, the cost of such property 
may not be renounced in favour of a 
shareholder corporation. This provision 
will have the effect of blocking this 

method of avoidance of tax. 

Prospectorx’ and Grub-Stakerx’ Exemption 
Paragraph 16 of the Budget Resolution 
states that for 1965 and subsequent taxa- 
tion years, the prospectors’ and grub- 
stakers’ exemption contained in s. 83 of 

the Income Tax Act will not extend to a 
share of profits, a royalty or a payment 
based on production, received by the 
prospector or the grub-stakér as considera- 
tion for a mining property. 

New Mine Exemption From Income 
In order to reverse the effect of Hollinger' 
Nari/2 Shore Exp/oration Co. Ltd, 6 3 DTC 
1031, affirming 60 DTC 1077, *644, Para— 
graph 14 of the Budget Resolution states 
that for 1965 and subsequent taxation 
years the new mine eiethption of s 83 (5) 
of the Act will apply only to income from 
the operation of the mine by the corpora— 
non. 

SOURCE: McDana/d’: Current Taxation, volume 6, iuée 18. 

COMMON MARKET 
DOCUMENTS 

HARMONISATION DES REGLES D’AMORTISSEMENT DANS 
LES LEGISLATIONS FISCALES DES PAYS DE LA COMMUNAUTE ECONOMIQUE EUROPEENNE * 

LA CONFERENCE PERMANENTE DES CHAMBRES DE COMMERCE 
ET D’INDUSTRIE DE LA COMMUNAUTE ECONOMIQUE EUROPEENNE, 

Constatant, V 

— que, dans les législations fiscales dcs six pays de la Communauté Economique Euro— 
péenne, les dispositions relatives '21 l’amortissement présentent des djfférences sensibles; 
— que ces divergences, en se prolongeant, ne peuvent que nuire 5.1a réalisation d’un 
véritable Marché Commun et 5. l’égalisation des conditions de concurrence entre les 
entreprises industrielles ct commerciales; 
— qu’en chargeant un groupe de travail d’examiner ce probléme, 1a Commission Euro- 
péenne a sagement préparé les voies d’une harmonisation souhaitable; 

Attire l’az‘tentz'an dc: expert! sur l’irnportance de la notion d’amortissement at sur les ex‘i— 
gences fondamentales auxquelles elle doit répbndre et imixte tout particuliérement mr [ex 
point: mimntxz' v

. 

I Dans toutes les législations, le droit d’arnortir intégralement toutes les dépenses con- 
senties pour des investissements en biens corporels ou incorporels doit étre affirmé et 

* English summary in European Taxation, July 1965. 

524



WORLD TAX REVIEW 

traduit par la reconnaissance é chaque contribuable, du droit de constituer en franchise 
d’impét un fonds, destiné '21 permettre le rénouvellement des biens qu‘i devxont étre 
r‘nis hors d’usage pour des raisons matérielles ou techniques. 

2 Le droit d’amortissement ne doit étre souinis £1 aucune limitation, £1 condition que les 
amortisseménts des entreprises soient déterminés en conformité avecles nécessités d’une 
saine gestion commerciale, tenant compte de la rapidité des progrés techniques, at 
préalablcment 2‘1 l’harmonisation des régles administratives dans les pays de la C.ELE. 

5 Le contribuable ne doit pas pouvoir renoncer é. l’excrcice de son droit; dés lors qu’il 
correspond aux nécessités de la gestiori d’une entreprise, et afin dc sauvegarder les 
bilans, l’amortissement est donc obligatoire. 

4 Lorsque les amortissements sont effectués au cours d’exercices déficitaires, Ieur imputa— 
tion pourra étre reportée sans limitation de durée sur les bénéfiécs ultérieurs. 

5 Le montant des annuités d’amortissement doit pouvoir varier selon les conditions 
d’utilisation effective des biens dans l’entreprise.

' 

6 L’amortissement linéaire (par annuités constantes pendant toute la durée dc l’utilisa- 
tion des biens) ne doit pas étre seul admis. Les contribuables doivent pouvoir pro- 
céder, s’ils le désirent 51 um amortissement dégressif ou méme progressif si les biens en 
cause subissent des dépréciations inégales selon les années pendant leur utilisation. 

7 En cas de réduction exéeptionnelle de la valeur d’un bien, ou en cas de Vieillissernent 
de ce dernier, lei valeur des annuités d’amortissement doit pouvoir étre modifiéc. 

8 La valeur des biens é. amortir doit étre égale é. leur cofit d’acquisition, toutefois ail cas 
de hausse des prix' pendant la période d’amortissement, 1a valeux des biens 2‘1 amortir 
doit pouvoir étre calculée sur les cofits de remplacement. 

9 La période d’amortissement doit commenter dés 1a commande du bien. 
Amsterdam, 16 IO I965 

PAKISTAN 
TAX NEWS 

1965 BUDGET
( 

The Annual Budget of the Central Govern- 
ment was placed before the National 
Assgmbly by the Finance Minister on 14th 
June, 1965. ~ 

In a speech, the Finance Minister 
enunciated .the Government’s taxation 
policy. Apart from raising resources, the 
object of the fiscal policy was to promote 
savings, to encourage investment and 
capital formation, to maximiselindustrial 
and agricultural production, to encourage 

exports, to hold down consumption 
without inflating the cost of essential 
consumer goods, to check concentta'tion 
of economic power and wealth and to 
encourge the setting up ‘ of a strong 
middle class. 
The measures by which the Finance 

Minister hopes {o achieve this objective 
are embodied in the Finance Bill, 1965, 
the sa lient fe’atures of which are described 
below: 
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not less than 50 per cent of the voting 
power should be freely transferable and 

Income Tax and Super T ax 
‘1 In order to provide a strong incentive 

for the conversion of private companies 
into broad based “public” companies, 
the differential rate of tax rebate ad- 
missible to “public” companies has 
been raised from 5 to 10 per cent. Thus 
the total tax liability of various types of 
companies is now as follows: 

Rate of Rate of Total 
Income-lax Super-tax 

i. Foreign companies 

T ype of company 

be held by the Government, a public 
corporation, The National Investment 
(Unit) Trust or the “public” including 
a company which itself qualifies as a 
“public” company in this sense. 

Furthermore, 19 or less persons 
should not hold 50 per cent or more of 
voting shares. In computing the number 
of 19, the Government, a public cor- 
poration, The National Investment 

Whether private (Unit) Trust, a “public” company and a 

n 0‘7 Rub”? 
_ 

3°% 3°% 60% foreign association declared to be a 
11' Pakismflpmate 

a 
' company, are not to be taken into ac— compames V 30/. 25% 55% 

iii. Pakistani public COPE 
' I 

companies 30% 15% 45% 6 Inmal deprecmtlon at the enhanced rate 
of 15 per cent on new industrial build— 

2 New industrial undertakings enjoying ings is to be allowed up to 50th June, 
Tax Holiday for varying periods accord- 
ing to regional location are required to 
plough back 60 per cent of their tax 
free profits into special reserves. Bonus 
shares issued out of such reserves were 
exempt from tax, but will henceforth be 
liable to tax as dividend income. Bonus 
shares issued out of other reserves will, 
however, continue to be taxed at the 
preferential rate of 121/2 per cent in the 
hands of the issuing company. 

3 VUnexplained credits in the books of the 
assessee and any unrecorded invest- 
ments will henceforth be treated as taxa— 
ble income. . 

4 The tax free limit of Rs. 2,000 on divi- 
dend income has been raised to Rs 3,000 
for non-company shareholders. 

5 In order to encourage the formation of 
broadbased “public” companies, Sec— 
tiqn 23 A lays down various tests for 
companies in which the public are sub- 
stantially interested. Briefly, these are: 
(i) The company should not be a pri- 
vate company, and its shares carrying 
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1970. Labour housing and plant and 
machinery continue to enjoy initial 

depreciation at 25 per cent, but addi- 
tional depreciation which resulted in 
doubling the normal charge for the first 
five years of the life of an asset has been 
discontinued.

' 

The tax exemption for 3 years allowed 
to foreign technicians, will now be 
available duxing the installation and 
pre—production stages. Foreign techni- 
cians employed by firms of consultants 
and engineers will also be eligible for 
this exemption. However, no tax—on—tax 
is to be charged for 5 years if a foreign 
technician continues to be employed 
after the tax exemption period of 3 years 
has expired, and the employer pays the 
tax on his behalf.

' 

The top two brackets of personal in- 
come-tax have been reduced from 75 and 
6 5 to 70 and 60 per cent respectively. 

9 The limit of 10 per cent of total income 
on donations to charitable institutions 
has been raised to 20 per cent. Compa-
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nies will, however; as before get relief 
for income-tax only. 

10 A further relief given on personal in- 
come—tax is the increase of Investment 
Allowance from Rs. 12,000 to Rs. 

' 

15,000, provided the additional Rs. 
3,000 is invested in National Invest- 
ment Trust Units. 

' 

11 Persons over 65 years of age will enjoy 
complete exemption from income—tax 
in respect of their income from pen? 
s10ns. , 

I 2 Recognised chambers of commerce and 
industry will be exempt from income- 
tax. .

- 

15 The intercorporate tax remains at 15 
per cent in the case of dividends 
derived from “public” companies and 
20 per cent in other ,cases. UK. 
“public” companies holding more 

Note: "The Finance Bill received the President’s assent on June 30, I 965 
and has been enacted as the Finance Act 1965 (No. 5 of 1965). 

than 50 percent shares in a Pakistani 
subsidiary, however, pay intercorporate 
tax'at 10 per cent byVirtue of the Double , 

Taxation Treaty. 

Capital Gain; Tax 
The concessional rate of Capital Gains 
Tax has been extended to cover stock 
brokers, if the capital asset is held by them 
for at least one year. 

C wtom: Dutie: 
The rates previously in force in respect of 
machinery find component parts (Le. 121/2 
per cent for West Pakistan and 71/2 per 
cent for East Pakistan) have been raised 
to 25 per cent and 20 per cent respectively. 
Although this will increase the capital c0st 
of new projects, this factor is unlikely to 
influence investment decisions unduly. 

Reported by: wid Abmed 

SOUTH AFRICA 
TAX NEWS 

THE BUDGET 
The budget speeéh has presented no sur- 
prises. No-one expected any particular 
largesse because of the bigger than usual 
surplus (about 10% in excess of last year’s 
estimate). On the contrary there is cause 
for relief (if relief is the appropriate word 
in thc circumstances) that some of the 
gloomier forecasts of increased taxation 
have not materialised. 
The Minister of Finance in his 1965 role 

V 

as tailor has attempted to cut and trim his 
cloth to allow the economic figure a 
comfortable fit with some tightness at 

various points. Some think he should have 
allowed more room for expansion. 

If ,in the result the inflationary trend is
‘ 

curbed, the maintenance of the tax levels 
and the addition of the levy will not be too 
heavy a price to pay. In the long run 
stability of living costs is worth more to the 
taxpayer than a small reduction'in his taxes. 
The Minister of Finance has balanced 

his budget exactly, but if the fecord is 

any guide we can expect to be told next 
year, unless something entirely unexpected 
happens, that the Treasury has ended the 
year with anothef big surplus. 
The details of the budget in so fa; as 

they affect income tax and estate duty are 
set out below. 
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‘INDIVIDUAL-s ' 

Rate qf normal tax 
The rate of normal tax (including the 50/0 
discount) for the year of assessment ending 
28th Febmary. 1966, remains the same as 
that for the year of assessment ended 28th 
February, 196 5. A loan levy, however, is 
imposed equal to 5% of the normal tax 
payable before the deduction of the 5% 
discount. Taxpayers Whose normal - tax 
after rebates is less than R100 will be 
exempt from this levy. This exemption, 
according to the Minister of Finance, will 
cover about two-thirds of the taxpayers. 
The levy will carry simple interest at 5% 
per annum and no date is fixed for repay— 
ment. In other words the levy will be 
repayable only when the Treasury decides 
to do so. Probably there will be regula— 
tions made in regard to repayment on 
death or insolvency. 

In effect the proposal, for those tax— 
payers Who are affected, converts the 5% 
discount into a loan, repayable at some 
unknown date. 

It should be noted that the levy is cal— 
culated only on the normal tax payable and 
not also on the provincial tax. In calculat— 
int the levy fractions of a rand are dis- 
regarded. 

Because of the exemption the following 
taxpayers will not be affected by the levy: 
Unmarried persons whose taxable in- 

come is under RI,721 : 

Married persons with no children Whose 
taxable income is under Rz,225 : 

Married persons Who are entitled to a 
child rebate and whose taxable income, 
Where there is one child, is under R2,6 5 o : 

where there are two children, is under 
R3,o66; 
Where there are three children, is under 
R3000; 
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Where there are four children, is under 
R3030; '

- 

Where there are five children, is under 
R4570; 
Where there are six children, is under 
R4,780. . 

Where there are additional rebates for 
insurance, provident and benefit funds, 
and dependants the level of exemption is 
increased accordingly. 
The following table shows thevloan levy 

payable at various levels of income. 

MARRIED PERSONS 
Taxable 

I 

No One Two Three 
[moms Chi/d Cbi/d C bildren Cbi/dren 
R R ' R R R 

3,000 8.00 — —- — 
3,600 10.00 9.00 7.00 5.00 
4,000 12.00 10.00 9.00 7.00 
5,000 17.00 15.00 13.00 11.00 
6,000 27.00 25.00 23.00 21.00 
8,000 57.00 56.00 54.00 52.00 

10,000 93.00 92.00 90.00 88.00 
12,000 132.00 13] .00 129.00 127.00 
14,000 172.00 171.00 169.00 167.00 
16,000 2'16.oo 215.00 213.00 211.00 
18,000 263.00 262.00 260.00 25 8.00 

exceeding R18,ooo, 2.5% of such excess. 

UNMARRIED PERSONS 
Taxable Income Loan Leqy 

R R 
2,000 6.00 
3,000 ‘ I I .00 
4,000 I 6.00 
5,000 22.00 
6,000 32.00 
7,000 47.00 
8,000 64.00 
9,000 ’ 8 1.00 

10,000 I or .00 
I 2,000 I41 .00 
14,000 I 84.00 
I 6,000 229.00 
I 8,000 277.00 

exceeding R18,ooo, 2. 5% of such excess.
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Taxation of Hmband and Wife . 

Two amendments to the taxation of hus— 
band and Wife have been proposed. The 
one relates to the taxation of spouses living 
apart, but not judicially separated. In 1962 
the Act was amended to include in the in— 
come of the husband the income of his 
wife if the spouses were separated by a 
written agreement entered into after 2151: 
March, I 962. The previous position is now 
being restored, and it is difficult to see Why 

I 

the Act was amended in the first place. The 
proposal, however, goes further than 
merely restoring the previous position. 
Husband and wife will be separately taxed 
on their separate incomes if they are 
separated in circumstances which in the 
opinion of the Secretary for Inland Re- 
venue indjcate thatIthe separation is likely 
to be permanent. This proposal covers the 
case also Where the spouses are separated 
by oral agreement or are in fact separated 
without any agreement, for example Where 
there has been desertion.

I 

The other provision relating to hus— 
band and Wife deals with the taxation of 
their combined incomes. The present 
position is that the incomes of the spouses 
are aggregated and taxed as one income at 
the applicable rates. The proposal is to 
grant _reh'ef by reducing the rate on the 
combined incomes. It is intended for 
spouses whose combined incomes do not 
exceed R8,ooo, but to avoid certain ano— 
malies some small relief is given in respect 
of incomes over that figure. 
Up to R8,ooo the combined incomes 

' 

will be taxed at the rate applicable to the 
average rate of tax on an amount equal to 
the greater of the two incomes plus one- 
half of the lower income (If the incomes 
are equal the amount will be the one plus 
half the other.) 
Thus if the one spouse has an income of 

R 3,000 and the other an income of R2,ooo, 
the joint income of R5 ,000 will be taxed at 
the rate applicable to R4,ooo (i.e. R3,ooo+ 
RI,ooo). If the respective incomes are 
R4,ooo and RI,ooo the appljcable rate will 
be that on R4,;oo (Le. R4,ooo+Rsoo). 
The average rate on the relevant amount 

is obtained by taking the tax payable 
thereon (before rebates and discount) and 
dividing the tax by the relevant amount. 
Thus, taking the first example, the tax on 
R4,ooo is R314 and the average rate is 

R314+R4,ooo = 7,85%. This rate then 
applies to the remaining R1,ooo of the 
joint income, so that the calculated tax on 
R5,ooo is R314+R78.50=R392.5o. 
Another and simpler way of calculating 

the tax is to take the tax on the relevant 
amount and multiply the calculated tax by 
the proportion the combined income bears 
to the relevant amount, thus: 
Tax on R4,ooo=R314.oo 

5,000 
4,000 

After the tax has been calculated in this 
way the rebates are deducted and also the 
discount. 
The optimum benefit applies Where the 

incomes of the spouses are equal and the 
relief diminishes as the disparity between 
the incomes grows. 

Because provincial income tax is calcu- 
lated on the net normal tax payable, it 

follows that the relief extends to provincial 
income taxes as well. Personal tax is not 
affected. 
Where the combined incomes of the 

spouses exceed R8,ooo, relief is determined 
on the following formula: The greater 
income+one—half of the lesser+2 (com— 
bined income—R8,ooo). Thus if the spou- 
ses have a combined income of R8,5¥oo and 
the incomes are respectively R4,5oo and 
R4,ooo, the average rate is ascertained on

~ Tax on R5,ooo==R314 >< =R 392.50. 

329



WORLD ’TAX REVIEW 

an amount equal to R4,500+R2,ooo+2 
(R8,;oo—‘R8,ooo)=R7,'5 oo. Ifthe incomes 
were R7,ooo and R1,5oo respectively, the 
applicable rate would be on any amount 

‘equal to R7,ooo+R750+2 (RSQSOO‘ 
R8,ooo)=R8,750. As this amount is 

greater than the combined incomes the 
formula will not apply, since it only applies 
if it will result in relief. On the optimum 
proportion between the spouses’ incomes, 
the formula provides no relief when the 
combined incomes reach R9,Ioo. 
The following table of net normal and 

provincial taxes at various levels of in- 
come indicates the extent of tax saving, 
which varies according to the proportions 
between the respective incomes. The taxes 
are calculated on the basis that the tax— 
payers have two children and are resident 
in the Transvaal. No account is taken of 
the loan levy. 

Combined Hwband’: Wife’s Tax Previous 
Taxable Imame I mama Payable T we 
Imome 
R R R R R 

2,000 1,200 800 23.30 28.30 
2,500 1,500 1,000 73.30 78.30 
3,000 2,000 1,000 124.30 128.30 
3,600 2,400 1,200 184.30 195 .80 
3,600 1,200‘ ' 2,400 184.50 195 .80 
5,000 3,000 2,000 542.53 361.90 
6,000 4,000 2,000 463.90 61 1.90 
6,000 5,000 1,000 544.62 61 1.90 
8,000 5,000 3,000 1,010.36 1,374.40 
8,000 6,000 2,000 1,134.75 1,374.40 
8,500 4,500 4,000 1,343.24 1,586.90. 
9,000 4,500 » 4,500 1,745-75 1,799-40 
9,000 6,000 3,000 1,799.40 1,799.40 

C O M P AN I E S 

Rate of T ax 
The rates of tax for companies remain 

the same except for the following changes: 

a there is a surchar e of % on the amount g 5 
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of tax calculated on the taxable income 
(excluding income derived from gold 
and diamond mining). Thus the effective 
rate of tax is increased from 30 cents in 
R1 to 51.5 cents in RI. This increased 
rate is effective in respect of each year 
of assessment of a company ending 
during the period of twentyfour months 
gnding on 315t December 1966. 
company’s year of assessment is its 

financial year. Accordingly a company 
whose financial year ends in the calendar 
year 1965 will be liable for tax at the 
increased rate and will be similarly liable 
for the 1966 tax year; 

b in regard to income derived from 
diamond mining there is a surcharge of 
5% on the amount of tax calculated on 
such income i.e. the effective rate is 

increased from 45 cents in R1 to 47.2 5 

cents in R1. This increased ratevis also 
effective in respect of each year of assess- 
ment ending during the period of 
twenty—four months ending on 31$t 
December, 1966; 

c In addition to the surcharge referred to 
in (a) and (b), companies must pay an 
amount equal to 5% on the calculated 
tax (i.e. the tax before the surcharge of 
5%). This additional amount is a loan 
levy carrying simple interest at 5% and 
repayable at such times and in such 
manner as may be provided. In cal— 

culating this levy fractions of a rand 
must be disregarded; The levy will not 
be payable if it amounts to less than R5 . 

The levy is payable by companies in 
respect of their financial year ending 
during the period 151: January to gxst 

I 

December, 1966 (inclusive). 
The levy does not apply to income 

derived from gold mining.
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EXEMPTINCOME 

It is prbposed to issue a new series of 
Treasury Bonds, the income from which 
will be exempt from tax. Taxpayers will be 

’ 

allowed to invest up to Rzo,ooo free of in— 
come tax. The interest rate will be 5% per 
annum. 

ALLOWABLE DEDUCTIONS 

V Airtraft 
It is proposed to extend to taxpayers 
operating aircraft allowances similar to 
those given'to operators of ships. No 
details have been given. Ship owners are, 
subject to certain conditions, granted an 
initial allowance of 40% of the cost of 
acquisition, as well as an annual allowance 
equal to 10% of the cost. There are also 
special provisions relating to recoupment 
on loss, sale or disposal of ships. Presum- 
ably the allowances for aircraft will be 
substantially the same.

' 

Foreign Holding Companiex 
Last year the Act was amended to allow, 
'subject to conditions, the transfer of an 
assessed lossincurred by a foreign com- 
pany in carrying on a trade in South Africa 
to its local subsidiary to whom it-transfers 
the South African undertaking. It is 

proposed to extend the provisions to cover 
cases in which the foreign companies are. 

“not yet'in a position to use this provision. 
, No details of th¢ proposed extension were 
given. 

RAKE 
\It is proposed to alter the provisional tax 
payments from three to'two per annum. 
Payments in future will have to be made 
within six months and twelve months 

respectively from » the beginning of, the 
year of assessment. (In the case of a com‘ 
pany this means the beginning of its finali- 
cial year.) In the case of individuals this 
alteration will be effective for the year of 
assessment ending 28th February, 1966. 
Accordingly the first provisional payment 
for the 1966 year will be due by 5Ist 
August instead of 30th June and the next 
one only on or before 28th February, 
1966. Where a taxpayer renders a return to 
a period other than 28th February, his 
periods will be calculated from the beginn- 
ing of the period for which he renders a 
return. V

' 

In the case of a company the provision 
first becomes effective for its financial year

' 

endin‘g between , Ist January and 315t 
December, 1966 (inclusive). Companies 
whose current finaficial year ends on or 
before 31812 December 1965 will still have 
to make the three payments f0): this year. 

ESTATE DUTY 

Section 3 (3) (a) of the Estate Duty Act in- 
cludes in the dutiable amount the proceeds 
of policies on the life of the deceaspd. This, 
according to the Minister of Finance, has 
led to discrimination between payments 
from pension funds which are' under- 
written by insurers and fall within this 
provision, and similar payments from 
pension funds which are not so under- 
WIitten and are accordingly not covered 
by this provision. It is proposed to bring - 

the latter within the ambit of the Act by 
providing as follows: 

“so much of any benefit which is due " ‘ 

and payable by any fund o_n or as a result 
of the death ‘of a person as exceeds the 
aggregate amount of any Contributions 
or consideration proved to the satisfac— 
tion of the Secretary for Inland Revenue 
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to have been paid by the beneficiary, 
together with interest at six per cent 
per annum calculated upon such con- 
tributions or consideration from the 
date of payment to the date of death, 
shall be deemed for estate duty purposes 
to be the property of the deceased”. 

This wording is substantially the same as 
the present section 3 (3) (a) dealing with 
policies. The effect is that benefits" payable 
by any fund in consequence of the death 
of a person will be subject to estate duty 
in so far as the amount of the benefits ex— 

ceeds the contributions made or considera— 
tion ‘paid by the beneficia'ry plus interest at 
6% from date of payment to date of death. 

In the case of insurance policies, there 
is an allowable deduction up to a maximum 
of R15,ooo. It is proposed to allow the 
same deduction in respect of the benefits 
now taxable. Presumably the allowable 
deduction will be alternative to and not 
cumulative with the deduction for in- 
surance policies i.e. the maximum aggre- 
gate deduction for insurance policies and 
benefits from funds will be R I 5,000. 

SOURCE :' The T axpayer, a wont/11y journal devoted to the law, practite and incidence of income tax and death 
dutiex, Cape Town, 90]. XIV, no. 3. 

Articles published in: 
filly I965 - 11mm: V 
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and Charitable Donations in Europe 
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Europe :Dfl. 125 .— 

world: 

European countries. 

EUROPEAN TAXATION 
A monthly journal of articles concerning tax laws of European countries 

United Kingdom : The Proposed Capital Gains Tax and Corporation Tax 
: The Inéome'Tax Amendment Act 1965 

The Tax Treatment of Charitable Institutions 

Annual .rulmrzption (including Tax New: Service) 
Non-Europe: 55 42.50. 

TAX NEWS SERVICE 
A bi-monthly loose-leaf news service reporting on current tax developments throughout the 
News items which require more extensive discussions will be further treated in European 
Taxation or the Bullelin For International 'Fiual Documentation, whichever is appropriate. The 
Tax News Service is intended primarily as an adjunct to European Taxation and will in fact ' 

be sent to all European Taxation subscribers as part of the subscription. Available to non- 
European Taxation subscribers at Dfl. 30.— per annum in Europe and US$ 10 in non- 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
' SARPHATISTRAAT 124., AMSTERDAM (c) — NETHERLANDS 
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III 

TREATIES 

FRANCE - JAPAN ‘ 

CONVENTION ENTRE LE GOUVERNEMENT DE LA REPUBLIQUE FRANCAISE 
ET LE. GOUVERNEMENT DU JAPON TENDANT A EVITER LES DOUBLES 

IMPOSITIONS EN MATI’EVRE D’IMPéTs SUR LE REVENU. 

Le Gouvemement de la République frangaise 
Ct 
Le Gouvernement du Japon, 
Désirant conclure une conventionpour éviter les doubles impositions en ce‘ qui con- 

cerne lesvimpéts sur le revenu, 
Sont convenus des dispositions suivantes: 

ARTICLE PREMIER 
Le présente convention s’applique aux pconnes qui sont des résidents d’un Etat con— 
tractant, sous réserve des dispositions des articles 20, 24 et 25. 

ARTICLE 2 

I Les impéts auxque'ls s’applique la présente convention sont:
_ 

11‘ en ce qui concerne la France; l’impét sin 16 revenu des p‘ersonnes physiques, la taxe 
complémentaire et l’irnpét sur les bénéfices des sociétés et augtes personnes morales 
(ci—aprés dénommés l’«imp6t frangais»); 

.

~ 

12 en ce qui concerne le Japon: Pimpéf sur le revenu, l’impét sur les sociétés, l’impét 
préfectoral sur le revenu des habitants ct l’impét communal sur le revenu des 
habitants (ci—‘aprés dénommés l’<<imp6t japonais»). 

2 En ce qui concerns les entreprises de navigation maritime et aérienne, la convention 
s’applique également aux impéts visés au paragraphe 2 de Particle 8. 
3 La convention s’appliquera en outre '21 tons autres impéts, analogues aux impéts 
visés aux paragraphes précédents qui seraient établis pour le compte de l’Etat ou de ses 
collectivitéslocales, en France on an Japon aprés la date de la signature de la convention. 
Lés autorités fiscales nationales des Etats contractants se communiqueront, '21 1a finrde

I 

chaque année, les modifications apportées é léurs législations fiscales respectives. 

ARTICLE 5 

1 Au sens de la présente convention, '21 moins que Ie contexte n’exige une interprétation 
diflérente: - 

a le terms «France» désigne la France métropolitajne et les départements d’outre—mer 
(Guadeloupe, Guyane, Martinique et Réunion), ' 
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16 terme «Japon» employé dans un sens géographique désignel’enscmble du terri- 
toire dans lequel sont~ en vigueur les lois relatives '21 l’impét japonais; 

b les expressions «un Etat contractant» ct «l’autre Etat contractant» désignent, suivant ‘ 

1e contexte, la France ou le Japon; 
c I’expression «société frangaise» désigne toute personne morale ou toute entité qui est 

considérée comme une personne morale pour l’application de l’impét frangais et 
qui est dirigée et contréléc en France et qui n’a pas son siége social au Japon; ét 
l’expression «société japonaise» désigne toute société ou toute autre personne juridi— 
que (y compris toute organisation n’ayant pas lei personnalité jutidique considérée 
comme unc personne juridique pour l’application dc l’impét japonais) qui a son 
siége social au Japon et quj n’est pas dirigée ct contrélée en France. 

:1 l’exptession «résident de France» désigne toute personne physique qui réside en 
France pour l’application dc I’impét frangais et qui ne réside pas au Japon pour 
l’application de l’impét japonajs ct toute société frangaise; et l’expression «résident 
du Japon» désigne toute personne physique qui réside au Japon pour l’application 
de l’impét japonais et qui ne réside pas en France pour l’application de l’impét 
frangais et toute société japonaise; et les expressions «résideht d’un Etat contractant» 
et «résident dc l’autre Etat contractant» désignent un résident de France en un 
résident du Japon selon les exigences du contexts; 

e l’expression «entreprise frangise» désigne une entreprise industrielle ou commer- 
ciale exploitée par un résident de France; et l’expression «entreprise japonaise» 
désigne une entreprise industrielle ou commercials exploitée par un résident du 
Japon: et les expressions «entreprise d’un Etat contractant» ct «entreprise de l’autre 
Etat contractant» désignent une entreprise frangaise ou une entreprise japonaise 
selon les exigences du contte; 

f I’expression «bénéfices industriels et commerciaux» ne comprend pas les revenus de‘s 
biens immobiliers Visés '21 l’article 5, les revenus des exploitations agricolcs ou fore- 
stiéres visées £1 Particle 6, les revenus sous forme de dividendes, intéréts (y compris 
les annuités visées au paragraphc 3 de l’article 12), loyers ou redevances, gains en 
capital on rémunérations de services peréonnels; 

g l’expressjon «autorités fiscales nationales» désigne, dans le cas de la France, 16 

Ministre des Finances et des Affaires économiques on $65 représentants dfiment 
autorisés: dans le cas du Japon, lc Ministre des Finances ou ses représentants dfiment 
autorisés. 

I
. 

r 2 Pour l’application de la convention par un Etat contractant toute expression qui n’est 
pas autrement définie a le sens qui lui est attribué par la législation dudit Etat régissant 
les impéts faisant l’objet de la convention, £1 moins que le contexte n’cxige une inter— 
prétation difi'érente. 

ARTICLE 4 
I Au sens de la présente convention, l’cxpression «établissement stable» désigne une 
installation fixe d’afi'aires 01‘1 l’entteprise exerce tout ou partie de son activité. 
2 L’expression «étabh'ssement stable» comprend notamment: 

a un siége de direction, 
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17 une succursale', 
6 un bureau, 
d une usine, 
.9 un atelier, . 

f une mine, carriére ou autre lieu d’extraction dc ressourccs naturelles, 
g un chantier dc construction ou de montage dont la durée dépasse douze mois. 
3 Une entreprise d’un Etat-contractant est considérée comme ayant un établissernent 

stable dans l’autre Etat contractant si:
, 

a elle exerce pendant plus de douze mois sont activité dans des conditions telles 
qu’elle peut étre tegardéc, en raison notamment du pouvoir de direction qu’elle 
détient, comme ekécutant pour son propre compte un contrat de construction ou de 
montage dans cet autre Etat contractant; .

V 

17 elle exerce une'activité consists 2‘1 fournir dans l’autre Etat contractant, les services 
‘ 

des professionnels du spectacle visés 2‘1 l’artice 18. 

4 On ne considére pas qu’il y a établissement stable si: 
‘ 4 il est fait usage d’installat'ion aux seules fins de stockage, d’exposition ou de livraison 

dc marchandises appartenant é l’entreprise; 
17 des marchandises appartenant £1 l’entreprise sont entreposées aux seule‘s fins dc 

stockage, d’exposition ou de livraison; 
r des marchandises appartenant '21 l’entreprise sont entreposées aux seules fins dc 

transformation par une autré entreprise; 
d une installation flxe d’affaires est utilisée aux seules fins d’acheter dcs marchandises 
ou de réunir des informations pour l’entreprise;

‘ 

e une installation fixe d’aflaires est utilisée, pour l’entreprise, aux seules fins de pu— 
blicité, de fourniture d’inforrnations, de recherches scientifiques Qu d’dctivités 
analogues qui ont un caractére préparatoire ou auxiliaire. 

5 Une personne agissant dans un Etat contractant pour le compte d’une entreprise dc 
l’autre Etat contractant — autre qu’un agent jouissant d’un statut indépendant, visé au' 
paragraphe 7 '— est considérée comme <<établissement stable» dans le 'premier Etat 
Icontractant si: 

.

I 

a elle dispose dans cet Etat de pouvoirs qu’elle y exerce habituellement lui permettant 
de conclure des contrats au nom dc l’entreprise, '21 moins quc l’activité de cette per- 
sonne soit lirnitée '21 l’achat de marchandises pour l’entreprise, ou si _ 

17, elle dispose, dans le premier Etat contractant, d’un stock dc marchandises apparte— 
nant '21 l’entreprise sur lequel elle préléve réguliérement des commandes consé— 
cutivcs éun contrat préalablement passé par ce_tte entreprise mais qui ne précise ni 
qualité 5‘1 livrer, ni la date et le liéu de livraison. 

'6 Une entreprise d’assurances d’un Etat contractant est considérée comme ayant un 
'étéblissement stable dans l’autre Etat ’contractantdés l’instant que, par l’intermédiaire 
d’un te‘présentant (autre qu’un agent joissant d’un statut indépendant auquel s’applique 
1e paragraphe elle pergoit des primes sur le territoire dc cet autre'Etat ou assure des 
risques'situés sur ce territoire. 

‘ 

' 

, 
»

‘ 

7 On 116 considére pas qu’un entreprise d’un Etat contractant a 1m établiSSCment stable 
dans l’autre Etat contractant du seul fait qu’elle y exerce son activité par l’entrémise d’un 
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courtier, d’un commissionnaire général ou de tout autre intermédiaire jouissant ‘d’un 
statut indépcndant, '21 condition que ces personnes agissent dans le cadre ordinaire de leur 
activité. 

'
' 

8 Le fait qu’une société qui est un résident d’un Etat contractant contréle ou est con- 
trélée par une société qui est un résident de l’autre Etat contractant ou quj y exetce son 
activité (que ce soit par l’intermédiaire d’un établissement stable on non) ne suffit pas, 
en lui—rnéme, é faire de l’une quelconque de ces sociétés un établissement stable dc l’autre. 

ARTICLE 5 

1. Les revenus provenant dc biens immobiliers sont imposables dans l’Etat contractant 
01‘1 ces biens sont situés. 
2 L’expression «biens immobiliers» est définie conformément au droit de l’Etat con- 
tractant 01‘1 les biens considérés sont situés. L’expression englobe notamment les droits 
2‘1 (165 redevances variables on fixes pout l’exploitation ou la concession de l’exploitation 
de gisements minéraux, sources et autres richesses du sol; les navires, bateaux ct aéronefs 
ne sont pas considérés comme biens immobiliers. 
3 Les dispositions du paragraphe I s’appliquent également aux profits provenant de 
l’aliénation de biens immobiliers. - 

4 Les dispositions des paragraphes 1 et 3 s’appliquent également aux revenus provenant 
des biens immobiliers d’une entreprise ainsi qu’aux revenus des biens immobiliers ser- 
vant A l’exercice d’une profession libérale. 

ARTICLE 6 

Les revenus provenant des exploitations agricoles ou forestiéres situées dans un Etat 
contractant sont imposables dans cet Etat contractant. 

ARTICLE 7 

I Unc entreprise d’un Etat contractant n’est imposable que dans cet Etat, en ce qui 
concerne ses bénéfices industriels et commerciaux, £1 moins qu’elle n’exerce son activité 
clans l’autte Etat contractant par l’intermédiaire d’un établissement stable qui y est situé. 
Si l’entreprise exerce son activité d’une telle fagon, les be’néfices dc l’entrcprise sont im- 
posables dans l’autre Etat contractant mais uniquement dans la mesure 01‘1 i1 sont impu- 
tables audit établissement stable. 
2 Lorsqu’une entreprise d’un Etat contractant excrce son activité dans l’autre Etat 
contractant par l’intermédiaire d’un établissement stable qui y est situé, il est imputé, 
dans chaque Etat contractant, 5. cet établissement stable les bénéfices qu’il aurait pu réa— 
liser s’il avait constitué une entreprise distincte ct séparée exergant des activités identiques 
ou analogues dans des conditions identiques ou analogues ct traitant en toute indépen— 
dance avec l’entreprise dont i1 constitue 1m établissement stable. 
3 Dans le calcul des bénéfices d’un établissement stable, sont admises en déduction les 
dépenses exposées aux fins poursuivies par cet établissernent stable, y compris les dé- 
penses dc direction et les frais généraux d’administration ainsi exposés, soit dans l’Etat 
01‘1 est situé cet établissement stable, soit aillcuxs. 

4 S’il est d’usage, dans un Etat contractant, de déterminer les bénéfices imputables '21 
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un établjssement stable sur la base d’une répartition des bénéfices totaux de l’entreprise 
entre ses diverses parties, aucune disposition du paragraphe 2 n’empéche cet Efat con- 
tractant de déterrniner les bénéfices imposables selon la répartition en usage; la métho— 
de de répartition adoptée doit cependant étre telle que le re’sultat obtenu \soit conforme 
aux principes énoncés dans le présent article. 
5 Aucun bénéfice n’est imputé é. um établissement stable du fait que cet établissement 
stable 3. simplement acheté des marchandises pour l’entreprise.

- 

6 Aux fins des paragraphes précédents, les bénéfices £1 imputer 2‘1. l’établissement stable 
son't calculés chaqu; année selon la méme méthode, £1 moins qu’il n’existe des motifs 
valables et suffisants dc procéder autrernent. 

ARTICLE 8
; 

I Nonobstant les dispositions de l’article 7, les bénéfices qu’une entreprise d’une Etat 
contractant fetire de l’ex'ploitation dc navires ou d’aéronefs ne seront imposables que 
dans cet Etat contractant. 
2 En ce qui concerns l’exploitation de navires ou d’aéronefs, l’entreprise frangaise 
sera exonérée au Japon de l’impét sur les entreprises et: une entreprise japonaise sera de méme éxonérée en France de la patente et des taxes additionnelles '21 1a patente. 
5 L’accord entre les Etats contractants constitué par les notes échangées é. Paris, 1e 
21 décembre 1962, en vue de l’exonération réciproquc des bénéfices des transports inter- 
nationaux maritimes ou aéricns, cessera de s’appliquer, lors de l’entrée en vigueur de la 
présente convention, £1 partir des dates auxquclles les dispositions 'de ladite convention 
pre‘ndront efiet. 

ARTICLE 9 
Lorsque: - 

a une entreprise d’un Etat contractant participe directement ou indirectement 2‘1 la 
direction, au contréle ou au capital d’une entreprise de l’autre Etat contractant, ou‘ 
que 

‘
_ 

b les mérnes personnes participent directement ou indirectement '21 la direction, au 
contréle on an capital d’une entreprise d’un Etat contractant et d’uhe entreprise de 
l’autre Etat contractant, 

et que, dans I’m at l’autre cas, les deux entreprises sont, dams leurs relations commer— 
ciales ou financiéres, liées par des conditions acceptées ou imposées, qui difl'érent dc 
celles qui seraient conclues entres *des entreprises indépendantes, les bénéfices qui, sans 
ces conditions, auraient été obtenus par l’une des entreprises mais n’ont pu l’étre en fait 
'21 cause deces conditions, peuvent étre inclus dans les bénéfices de cette entreprise ct im— - 

posés en conséquence. \ 

ARTICLE IO 
1 Une société japonaise ne sera pas soumise en France £1 la retenue '21 1a source sur les 
revenus de capitaux mobiliers visée :1 Particle 109-2 du Code général des impéts frangais, 
é moins qu’elle ne posséde un' établissement stable en France. Dans t'ous les cas, 1e revenu 
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imposé en vertu de l’article 109—2 ne peut excéder le montant des bénéfices imputables £1} 

l’établissement stable en France, déterminé-conformément aux dispositions des articles 

7 et 9. 
2 Une société japonaise ne sera pas soumise en France '21 la retenue A 19. source visée au 
paragraphe I en raison de sa participation '21 1a direction on dans le capital-d’une société 
frangaise, on 51 cause dc tout autre rapport avec une telle société. 

ARTICLE II 

1 Les dividendes payés par une société qui est résidcnt d’un Etat contractant 5:1 un 
résident de l’autre Etat contractant sont imposables dans cet autte Etat contractant. 
2 Toutefois, ces dividendes peuvent étre imposés dans l’Etat contractant dont la so— 
ciété qui paie les dividendes est un résident ct selon la législation dc cet Etat contractant, 
mais l’impét ainsiv établi ne peut excéder 150/0 du montant brut des dividendes. 
Ce paragraphe ne concerne pas l’irnposition de la société pour les bénéfices qui servant 

au paiement des dividendes. 
' 

3 Le terme «dividendes» employé dans le présent article désigne les revenus provenant 
d’actions, actions de jouissance, parts de fondateur ou auttcs parts bénéficiaires, é l’excep— 
tion des créances, ainsi que les revenus d’autres parts sociales assimilés aux revenus d’ac— 
tions par la législation fiscale de l’Etat contractant dont la société distributrice est un 
résident. r 

'7 
1 7 

4 Les dispositions des paragraphes I et 2 me s’appliquent pas lorsque le bénéficiaire des 
dividendes, résident d’un Etat contractant, a, dans l’autre Etat contractant dont la société 
qui paie les dividendes est un résident, un établissement stable auquel se rattache effective- 
ment la participation génératrice des dividendes. Dans ce cas, Particle 7 concernant l’im— 
putafion des bénéfices aux établissements stables est applicable. 

ARTICLE I 2 

1 Les intéréts provenant: d’un Etat contractant et payés 2‘). un résident de l’autre Etat 
contractant sont imposables dans cet autre Etat contractant. 
2 Toutefois, ces intéréts peuvent étre imposés dans l’Etat contractant d’ofi ils provien- 
nent et selon 1a législation dc cet Etat contractant, mais l’impét ainsi établi ne peut excé- 
der 100/0 du montant des intéréts. 
3 Le termc «intéréts» employé dans le présent article désigne les revenus des fonds 
publics, des obligations d’emprunt, assorties on non de garanties hypdthécaires ou d’une 
clause de participation aux bénéfices, et des créances de toute nature, ainsi que tous au— 
tres produits assimilés aux revenus de sommes prétées par la législation fiscale de l’Etat 
contractant d’01‘1 proviennent les revenus, ainsi que les arinuités versées en vertu d’un 
contrat passé avec une compagnie d’assurances' ou d’un autre contrat analogue. 
4 Les dispositions des paragraphes I get 2 ne s’appliquent pas lorsque le bénéficiaire des 
intéréts, résident d’un Etat contractant, a, dans l’autre Etat contractant d’ofi proviennent 
les intéréts, un établissement stable auquel se rattache efiectivement 1a créance génémtrice 
des intéréts. Dans ce cas, l’article 7 concernant l’imputation des bénéfices aux établisse- 
ments stables est applicable. ‘ 

5 Les intéréts sont considérés comme provenant d’un Etat contractant lorsque le dé- 
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biteur est cet Etat luj—méme, une collectivité locale ou un résident de cet Etat contractant. 
Toutefois, lorsque lc débiteur des intéréts, qu’il soit on non résident d’un Etat contrac- 
_tant, a dans un Etat contractant un établissement stablle pour lequel l’emprunt (autre que 
celui expOsé dans le cadre de l’achat de navires ou d’aéronefs) générateur des intéréts 
a été contracté et qui supporte 1a charge de ces intéréts, lesdits intéréts sont réputés pro- 
venir de 1’Etat contractant 01‘1 l’établissement stable est situé. 
6 Si, par suite des relations spéciales existant entre le débiteur et le créancier ou que 
Fun at l’autre entretiennent avec une tierce personne, 1e montant des intéréts payés, 
compte tenu de la créance pour laquelle ils sont versés, ex‘céde celui dont scraient con— 
venus 1e débiteur et le créancier en l’abscnce de pareilles relations, les disp03itions du 
présent article ne s’appliquent qu’é cé dernier montant. En ce cas, 1a partie excédentaire 
des paiements reste imposable conformément '21 1a législation de chaque Etat contractant 
et compte tenu des autres dispositions de la présente convention. 

ARTICLE 13 
1 Les redevances provenant d’un Etat contractant et payées '21 um résident‘ de l’autre 
Etat contractant sont imposables dans cet autre Etat contracmnt.

' 

2 Toutefois, ces redevances peuvent étre imposées dans l’Etat contractant d’ofi elles 
~ proviennent et selon la législation de cet Etat contractant, mais l’impét ainsi établi ne 
peut excéder 10% du montant brut des redevances. ' 

3 Le terme «redevances» emp10yé dans le présent article désigne les rémunétations de 
toute nature payées pour l’usage ou la concession de l’usage d’un droit d’auteur sur unc:~ 
oeuvre littéraire, artistique ou scientifique, y compris les films cinématographiques, d’un 
brevet, d’une marque dc fabrique ou de commerce, d’un dessin ou d’un modéle d’un 
plan, d’une formule ou d’un procédé secrets, ainsi que pour l’usage ou la concession‘de 
l’usage d’un équipement industriel, commercial ou scientifique ou pour des informations 
concernant l’expérience acquise dans les domaines industriel, commercial ou scientifique, 
ainsi que les revenus‘provenant dc l’afl'rétement coque nue d’un navire ou d’un aéronef. 
4 Les dispositions des paragraphes I et 2 s’appliqueront égalernent aux profits réalisés 
dans ,un Etat contractant en raison' de l’aliénation d’un droit d’auteur sur une oeuvre 
littéraire, artistique ou scientifique, y compris les films cinématographiques, d’un brevet, 
d’une marque dc fabrique ou de commerce, d’un dessin ou d’un modéle, d’un plan, 
d’une formulg: ou d’un procédé secrets, on de la cession du droit '21 l’usage d’un tel‘bien, 
ainsi que des informations concernant l’expérience acquise dans les domaines industriel, 
commercial ou scientifique et versés '21 un résident dc l’autre Etat contraétant. . 

5 Les dispositions des paragraphes I, 2, et 4 me s’appliqucnt pas lorsque le bénéficiait 
des redevances on profits, résident d’un Etat contractant, a, dans l’autre Etat contractant 
'd’ofi proviennent les redevances on profits, 1m établissement stable auquel se rattache 
effectivement 1e droit ou le bien générateur des redevances on profits. Dans ce cas, l’arti— 
cle 7 concernant l’imputation des bénéflces aux établissements stables est applicable. 
6 Si, par suite de relations spéciales existant entre le débiteur et le créancier en que l’un 
et l’autre entretiennent avec une tierce personne, 1e montant des redevances on profits 
payés, compte tenu de la prestation pour laquelle ils sont versés, excéde celui dont semi- 
ent convenus le débiteur et le créancier en l’absence de pareillcs relations, les dispositions

k 
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du présent article ne s’appliquent qu’é ce dernjer montant. En ce cas, la pattie cxcéden— 
mire des paiements reste imposable conformément '21 la législation de chaque Etat con— 
tractant et compte tenu des autres dispositions de la préscnte éonventioh. 

ARTICLE I4 
1 Les profits provenant de l’aliénation d’un bien autre que ceux visés au paragraphs 5 
de Particle 5 et au paragraphe 4 de Particle I 3 me sont imposables que dans l’Etat con— 
tractant dont le cédant est un résident. 
2 Nonobstant les dispositions du paragraphs 1: V 

a les profits provenant de l’aliénation d’un établissement stable on d’une base fixe 
simés dans un Etat contractant ou de l’aliénation de bicns en capital (:‘a. l’exclusion 
des navires ou aéronefs) qui se rattachent audit établissement stable on '21 ladite base 
flxe sont imposables dans cet Etat contractant; 

b les profits que tire un résident d’un Etat contractant de l’aliénation de biens mobi- 
liers dams l’autre Etat contractant au cours de son séjour dans cet autre Etat contrac- 
tant sont imposables dans cet autte Etat contractant ; 

: les profits Que tire un résident d’un Etat contractant de l’aliénation d’actions d’une 
société qui est un résident de l’autre Etat contractant (autres que celles qui se ratta- 
chent 5. un établissement stable ou une base fixe situés dans cet autre Etat contrac- 
tant) sont imposables dans cet autre Etat contractant, si: 

1') les actions qui sont détenues ou pbssédées par le cédant (y compris les actions 
qui sont détenues ou possédées par d’autres personnes apparentées et qui peuvent 
étre ajoutées 2‘1 celles du cédant) représentent 25% au moins du capital global de 
ladjte société pendant une période quelconque au cours de l’année d’imposition et 

it) 16 montant global des actions aliénées par le cédant ct lesdites personncs appa- 
rentécs au cours de cette année d’imposition s’éléve it 5% au moins du capital global 
de la société, ' 

étant entendu que l’impét ainsi pergu pour le compte de I’Etat n’excédera pas 25 0/o 
du montant de ces profits. 

ARTICLE 15 
I Les revenus qu’un résident d’un Etat contractant retire d’une profession libérale ou 
d’autres activités indépendantes de caractére analogue ne sont imposables que dans cet 
Etat contractant, 32 moins que ce résident ne dispdse de fagon habituelle dans l’autre Etat 
contractant d’unc base fixe pour l’exercice de ses activités. S’il dispose d’une telle base fixe, 
les revenus sont imposables dans l’autre Etat contractant mais uniquement dans la 
mesure 01‘1 ils sont imputables '21 ladite base fixe. 
2 L’expression «professions libérzles» comprend notamment les activités indépen— 
dantes d’ordre scientifique, littéraire, artistique, éducatif ou pédagogique ainsi que les 
activités indépendantes des médecins, avocats, ingénieurs, architectes, dentistes et comp— 
tables. 

ARTICLE 16 
I Sous réserve des dispositions de Particle 17 et des articles 19 £1 22, les salaires, traite— 
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ments et autres rémunérations similaires qu’un résident d’un Etat contractant regoit au 
titre d’un emploi salarié ne sont imposables que dans cet Etat contractant, é moins que 
l’emploi ne soit exercé dans l’autre Etat contractant. Si l’emploi y est exercé, les rémuné— 
rations regues '21 cc titre sont imposables dans cet autfe Etat. 
2 Nonobstant les dispositions du paragraphe I, les rémunérations qu’un résident d’un 
Etat contractant recoit au titre d’un emploi salarié exercé dans l’autre Etat contractant ne 
sont imposables que dans le premier Etat contractant si: ' 

a 16 bénéficiaite séjourne dans l’autre Etat contractant pendant une période ou des 
périodes n’excédant pas au total I 83 jours au cours de l’année civile considérée. 

I: les rémunérations sont payées par un employeur 011 am nqm d’un employeur qui 
, 

n’est pas résident d_e l’autre Etat contractant et ’ 

a la charge des rémunérations n’est pas supportée par un établissement stab/1e ou une 
base fixe que l’employeur a dans l’autre Etat contractant. 

3 Nonobstant les dispositions précédentes du présent article, les rémunérations au titre 
I 

d’un emploi salarié exercé '21 bord d’un navire ou d’un aéronef en trafic international, sont 
imposables dans l’Etat contractant dont Kemployeur est résident. 

ARTICLE 17' 
Les tantiémes, jetons de présence et autres rétributions similaires‘qu’un résident d’un 
Etat contractant regoit en sa qualité dc membre du conseil d’adrnim'stration ou de sur— 
veillarice d’une société qui est un résident de l’autre Etat cbntractant sont imposables 
dans cet autre Etat contractant. 

ARTICLE 18 
Nonobstant les dispositions des articles 15 et 16, les revenus que les professiqnnels de 
spectacle, tels les artistes de théétre, de cinérna, de 12. radio on de la télévision et les 
musiciens, ainsi que les sportifs retirent de leurs activités pctsonnellés en cette qualité 
sont imposables dans l’Etat contractant 01‘1 ces activités sont excercées. 

ARTICLE 19 
Sous réserve des dispositions des paragraphes I et 3 de Particle 20, les pensions et autres 
rém‘unérations similaires, versées £1 un résident d’un Etat contractant au titre d’un_ em- 
ploi antérieur, ne sont imposables que dans cet Etat contractant. 

ARTICLE 20 
1 Les rémunérations, y compris les pensions, versées par un Etat contractant ou une 
des collectivités locales, soit directement, soit par prélévement sur des fonds auxquels ils 
ont contribué, 2‘1 une personne physique qui est un ressortissant de cet Etat contractant; 
au titre de services tendus '21 cet Etat on '21 cette collectivité dans l’exercice de fonctions de 
caractére public, ne sont imposables que dans cet Etat confractant. V 

2 Les dispositions du paragraphe I 116 sont pas applicables aux rémunérations ou pen- 
sions versées en considération dc services rendus dans le cadre d’une activité industrielle 
ou commerciale excrcée £1 des fins lficradves. 
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3 Les paiements effectués en vertu d’un systéme légal d’assurances sociales dans un Etat 
contractant sont imposables dans cet Etat contractant.

' 

ARTICLE 21 
I Les sommes qu’un étudiant 011 um stagiaire qui était auparavant un résident d’un Etat 
contractant et qui séjourne clans l’autre Etat contractant é. seulc fin d’y poursuivre ses 
études 011 sa formation, regoit pour couvrir ses frais d’entretien, d’études ou de formation 
ne sont pas imposables dans cet autre Etat, ’2: condition qu’elles ne soient pas supportées 
par un établissernent stable situé dans cet autre Etat contractant ou par une organisation 
dc cct autre Etat. v 

‘

‘ 

2 Unc personne physique d’un Etat contractant qui est temporairement présente dams 
l’autte Etat contractant pour une période qui ne dépasse pas deux ans en tant que bénéfi- 
ciaire d’une bourse ou allocation ayant pour objet principal de lui permettre de faire des 
études ou des recherches et qui lui est versée par une organisation gouvernementale, 
religieuse, charitable, scientifique, littéraire ou éducative est exemptée d’impét dans cet 
autre Etat contractant sur le montant de cette bourse ou allocation. 
3 Une personne physique d’un Etat contractant qui est employée d’une entreprise — ou sous contrat avec une entreprise — dc cet Etat contractant ou de toute autre organi- 
sation dc cet Etat contractant Visée au paragraphe 2 et qui est temporairernent présen- 
te dans l’autre Etat contractant pour une période n’excédant pas un an uniquement pour 
acquérir une expérience technique, professiormelle ou commerciale auprés d’une 
personne autre que cette entreprise ou organisation est exemptée d’impét dams cet autre 
Etat contractant sur' les sommes provenant du premier Etat contractant et destinées é. 

subveriir '21 ses besoins. 
' ‘ 

ARTICLE 22 
Un profgsseur 011 um instituteur d’un Etat contractant qui se rend temporairement dans 
l’autre Etat contractant, pendant unc période ne dépassant pas deux ans, en vue d’y en— 
seigner dans une université, un collége, une école ou autre établissement d’cnseignement 
n’est imposable que dans le premier Etat contractant pour la rémunération qu’il pergoit 
du chef de son enseignement. 1 

ARTICLE 23 
Les éléments du revenu d’un résident d’un Etat contractant qui ne sont pas cxpressément 
mentionnés dans les articles précédents de présente convention ne sont imposables 
que dans cet Etat contractant. 

ARTICLE 24 
I a Lorsqu’un contribuable résident de France pergoit des revenus du Japon et que ces 
revenus, conformément aux dispositions de la présente convéntion, sont imposables au 
Japon, la France, sous réserve des dispositions de l’alinéa b), exempte ces revenus de son 
impét. Toutefois, les impéts frangais peuvent étre calculés sur les revenus imposables en 
France en vertu de la présente convention, au taux correspondant é. l’ensemble des reve- 
nus imposables d’aprés Ia législation fiscale frangaise. 
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[7 Lorsqu’un contribuable résident de France pergoit des revenus du Iapon et que ces 
revenus,‘ en vertu des dispositions des articles I x, 12 at I 3, ainsi que du paragraphe 2 C) 
de Particle I4, sont imposables au Japon, la France peut comprendre ceé revenus dans 
la base d’imposition mais doit déduire dc l’impét frappant les revenus de ce contribuable 
un montant égal é l’impét acquitté au Japon. Toutefois, cette déduction ne peut cxcéder 
la fraction dc l’impét frangais, calculé avant application de la déduction, qui est afférente 
aux rcvenus provenant du Japon 

c dans les alinéas a) et 17), l’expression «contribuhble résident de France» désigne toute 
personne physique qui est considérée comme résident de France pour l’application de 
l’impét frangais et toute personne morale ou toute entité regardée comme une personne 
morale aux fins d’irnposition qui est djrigée et contrélée en France. /

' 

z a Le Japon, pour le calcul de l’impét applicable a un contribuable résident du Japon, 
peut, nonobstant toute autre disposition dc Ia présente convention, comprendre dans la 
base d’imposition toutes les catégories dc revenus imposables en vertu de la législation 
japonaise. La disposition qui précéde ne peut étre interprétée comme s’opposant_ 2‘s. 

l’application des dispositions du paragraphe I de Particle 20 et des articles 21 ct 22. 
b Lorsqu’un contribuable résident du Japon pergoit des revenus de France et que ces V 

revenus, en vertu des dispositions de la présente convention, sont imposables en France, 
un montant égal £1 l’impét frangais exigible est admis en déduction de l’impét japonais dfi 
sur les revenus de ce contribuable résident, sous réserve des dispositions de la législation 
japonaise. Toutefois, cette déduction ne pcut excéder Ia fraction de l’impét japonais, cal— 
culé avant application dé la déduction, qui est afl'érente aux revenus provenant de France. 

I Dans les alinéas a) ct h), l’expression «contribuable résident du Japon» désigne toute 
personne physique qui est considérée comme résident du Japon pour l’application de 
l’impét japonais et toute personne juridique (y compris toute organisation ‘n’ayant pas 1a 
persOnnalité juridique considérée comme une personne morale pour l’application dc 
l’impét japonais) qui a son siége social au Japon.

' 

ARTICLE 25 
I Les nationaux d’un Etat contractant ne sont soumis dans l’autre Etat contractant '21 

aucune imposition ou obligation y relative, qui est autre ou plus lourde que cellc £1 laquel- 
1e sont ou pourront étre assujettis les nafionaux dc cet autre Etat se/trouvant dans la 
'méme situation. _ 

z Dans le présent article, le terme «nationaux» désigne: 
a dans le cas dc la France, toutes les personnes physiques qui possédent 1a nationalité 

frangaise ct toutes les personnes morales, sociétés dc personnes et associations con- 
stituées conformément :‘1 la législation en vigueur en France;. 

[a dans le cas du Japon, toutes les personnes physiques qui possédent 1a nationalité 
japonaise et toutes les sociétés ou autres catégories de personnes juridiques créées ou 
organjsées conformément '21 la législation japonajse et toutes les organisations n’ayant 
pais 1a personnalité juridique qui sont considérées, pOur l’application de Pimpét 
japonais, comme des personnes mor'ales créées ou organisées conformément 2‘1 12. 

législation japonaise. - 

'
A 

3 L’imposition d’un établissement stable qu’une entreprise d’un Etat contractant a dans 
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l’autre Etat contractant n’est pas établie dans cet autre Etat d’une fagonmoins favorable 
que l’imposition des entreprises de cet autre Etat contractant qm' exercent la méme activi— 
ta 
4 Les entreprises d’un Etat contractant, dont 1e capital est en tdtalité ou en partie, 
directernent ou indirecternent, détenu ou contrélé par un ou plusieurs résidents de 
l’autre Etat contractant, ne sont soumises dans le premier Etat contractanté aucune im- 
position ou obligation y relative, quj est autre ou plus lourde que celle é laquelle sont ou 
pourront étre assujetties les autres entreprises de méme nature de ce premier Etat con— 
tractant. 

5 Le terme «imposition» désigne dans le présent article les impéts de toute nature et 
dénomination. ‘ 

6 Les dispositions du présent article ne peuvent étre interprétées: 
d comme obligeant un Etat contractant 2‘1 accorder aux résidents de l’autre Etat con— 

tractant les déductions personnelles, abattements et réductions d’impét ex} fonction 
de la situation ou des charges de famille qu’il accorde 2‘1 ses propres résidents ; 

ou .. 

‘

r 

b cornme aEectant les dispositions de la loi japonaise-en vertu desquellcs les bénéfices 
distribués sont, en ce qui concerne les sociétés japonaises, imposés 2‘1 m1 taux moins 
élevé que les bénéfices non distribués. 

ARTICLE 26 
Les dispositions de la présente convention ne peuvent pas étre interprétées comme limi— 
tant d’une maniére quelconque tous exonération, abatternent, déduction, crédit ou autre 
réduction qui sont ou qui pourront étre accordés par la législation de l’un des Etats 
contractants pour le calcul de l’impét dc cet Etat contractant. 

ARTICLE 27 
I Lorsqu’un résident d’un Etat contractant estime que les mesures prises dans l’autte 
Etat contractant entrainent ou entraineront pour lui une imposition non conforme £1 la 
présente convention, i1 peut, indépcndamment des recours prévus par la législation 
nationale de ces Etats contractants, soumettte son cas aux autorités fiscales nationales de 
I’Etat contractant dont il est résident. 
2 

V 

Ces autorités fiscales nationales consulteront, si la réclamation leur parait fondée et si 
elles ne sont pas elles-mémes en mesurc d’apporter une solution satisfaisante, les autori— 
tés fiscales nationales dc l’autrc Etat contractant en vue d’éviter une imposition non con— 
forms '21 la convention. 
3 Les autorités fiscales nationales des Etats contractants peuvent communiquer directe- 
ment entre elles en vue de donner leur plein efi'et aux dispositions de la convention et de 
résoudrc les diflicultés concernant l’application de ladite convention. 

ARTICLE 28 
Les dispositions de la préscnte convention ne portent pas atteinte aux priviléges fiscaux 
dont bénéficient les fonctionnaires diplomatiques ou consulaires en vertu soit des régles 
générales du droit des gens, soit' des dispositions d’accords particuliers.

r 
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ARTICLE 29 
I La présente convention pourta étre étendue, telle quelle ou avec les modifications 
nécessaires, aux Territoires d’outre—mer de la République frangaise qui pergoivent des 
impéts dc caractére analogue '21 ceux auxqugls s’applique ladite convention. Une telle 
extension prcndra effet '21 partir dc la date, 21c les modifications et dans les conditions, y 
compris les conditions relatives '21 la cessation d’application, qui seront fixéés d’un com- 
mun accord entre les Etats contractants par échange dc notes diplomatiques ou selon 
toute autre procédure conforms aux dispositions constitutionnelles de ces Etafs.

' 

2 A moins que les Etats contractants n’en soient convenus autrement, la dénonciation 
par un Etat contractant de la présente convention en vertu dc Particle 31 mettra fin '21 

l’application de ladjte convention é tout territoire auquel elle aura été étendue conformé- ’ 

ment au présent article. 
ARTICLE 30 

1 La présente convention sera approuvée conformément aux dispositions constitu— 
tiofinelles en vigueur dans chacun de deux Etats. Elle entrera en vigueur un mois aprés 
19. date dc l’échange des notifications constatant que, de part et d’autre, il a été satisfait '21 

ces dispositions. 
z 

‘ La présente convention sera applicable: 
:1 en France: -

I 

(i) en ce qui conceme les irnpéts pergus par voie de retenue 2‘1 la source sur les 
dividendes, intéréts en redcvzmces, visés aux articles I I, 12 et 15 aux produits dont 19. 
mise en paiement interviendra 2‘1 compter de la date de son entrée en vigueur, et

' 

(ii) an ce qui concerns les autres impéts, aux revenus afi'érents é l’année civile au cours 
de laquelle interviendra l’échange des notifications 011 aux exercices clos au cours 
de ladite année et aux revenus afl'érents aux années ou aux exercices postérieurs.

/ 

17 au Japon: ‘ 
aux revenus afférents £1 toute année d’imposition commengant '21 partir du premier 
janvier de l’année civile au cours de laquelle la présente convention entrera en vigu— 
cur. ' 

ARTICLE 3 1 

La présente convention restem en vigueur aussi longtemps qu’elle n’aura pas été dénon— 
'cée par un Etat contractant. Chaque Etat contractant pourra dénoncer ladite conventiqn, 
aprés une péridde de cinq ans £1 compte; de 19. date de son entrée en vigueur, en notifiant 
son intention d’y mettre fin six mois avant la fin de toute année civile. Dans cc cas, la 
convention cessera de s’appliquer: 

a en France: 
(i) en ce qui concerns les impéts pergus par voie de retenue A la source sux les 

dividendés, intéréts ct redevances visés a'ux articles II, 12 et 15, aux produits dont 
la mise en paiement interviendra '21 compter du premier janvier de l’année civile sui- 
Vant cells au cours de Iaquelle 1a dénonciation aura été notifiée, et 

(ii) en ce qui concerne les fiutres impéts, aux revenus afférents é. ladite année civile 
ou aux exercices clos au cours de ladjte année civile et aux revenus afférents aux 
années ou aux exercices postérieurs;
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b au Japan: . 

aux revenus afférents é. toute année d’imposition commenganté compter dudit pre— 
mier janvier. ' 

En foi de quoi, les soussignés, dfiment autorisés par lcurs Gouvemements respectifs, 
ont signé la présente convention. \ 

Fait '21 Paris, 16 vingt—sept novembere mil neuf cent soixante quatre, en double exem- 
plaire, en langues frangaise ct japonaise, les deux textes faisant également foi. 

Pour 1e Gouvemement Pour [é Gazwememerzt du japan, 
de [a Repub/ique franfaz'xe, 

Szgne’: F. LEDUC. ' 

Signé: TORU HAGUIWARA. 

PROTOCOLE ADDITIONNEL 

Au moment de procédet 21 la signature de la convention entre le Gouvernement de la 
République frangaise et le Gouvernernent du Japon tendant é éviter les doubles imposi- 
tions en matiére d’irqpéts sur le revenu, les soussignés sont convenus des dispositions 
suivantes qui ferment partie intégrante de la convention.

I 

I Les dispositions du paragraphe 2 de Particle I I‘, du paragraphe 2 de l’article 12 et des 
paragraphes 2 et 4 dc Particle 13 de la convention s’appliquent dans chacun des Etats 
contractants par voie de non-perception de la fraction de l’impét excédant le taux limite 
de I 5 % ou de 10% prévu par lesdits articles, lorsque le bénéficiaire des revenus visés par 
ces articles est un résident dc l’autre Etat au sens de Particle; de ]a convention. , 

2 Les membres de la mission diplomatique et les membres des postes consulaires d’un 
Etat contractant, qui résident dans l’autre Etat contractant ou dans un Etat tiers et possé- 
dent la nationalité dc l’Etat d’envoi, sont considérés comme résidents de ce dernier Etat 
s’ils y sont astreints au paiement d’impéts sur le revenu visés £1 l’aJinéa I ci—dessus. 
5 Par dérogation é l’alinéa I ci-dessus, les organisations internationales, leurs organes 
ct leuts fonctionnaires, ainsi que les membres de la mission diplomatique et les membres 
des postes consulaires d’un Etat autre que les Etats contractants qui sont des résidents 
d’un Etat contractant et y sont exonérés des impéts sur le rcvenu visés '21 l’alinéa I ci- 

dessus ne peuvcnt bénéficier dans l’autre Etat contractant dc l’application des taux ré- 
duits prévus au paragraphe 2 de Particle I I, an paragraphe‘ 2 de Particle '12 et aux para- 
graphes 2 et 4 dc l’article I 3 de la convention. 

II 

I En we d’obtem'r la réduction aux taux de I 5 0/0 ou de 10% de l’impét japonzjs retenu 
£1 la source sur les revenus visés aux articles I I, I 2 et 13 de la convention, 1e bénéficiaire de 
ces revenus qui est fondé ’21 obtenir cette réduction devta envoyer, par l’intetmédiaire du 
débiteur desdits revenus et avant leur paiement, une demands écrite au bureau des im- 
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péts nationaux japonais compétent. Cette‘demandc devra étrc établie en conformité avec 
les régles qui pourraient étre fixées pat l’autorité fiscale fiationale du Japon. 
2 - S’i] est constaté que lc véritable bénéficiaire de revenus a bénéficié é tor't du tarif réduit:

‘ 

visé é l’alinéa I ci—dessus, l’administration fiscalc frangaise pransmettra 2‘1 l’autorité fiscale 
du Japon un bulletin de renseignements contenant les éléments nécessaires au redresse- 
ment de la perception.

‘ 

III 

1 En vue d’obtenir 1a réduction de 15% on de 10% de l’impét frangajs retcnu '21 la 

source sur les revenus visés aux articles I I et 12 de la convention, l’ayant droit ayant la 
qualité dc résident du Japon doit adresser avant l’encaissement des revenus imposables 
011, an plus tard, lors de cet encaissement, une demandc écrite au débiteur desdits revenus 
on i l’établissement chargé par cc dernier du service de ses titres. 
2 La demande doit indiquer avec précision les titres et revenus en cause et ne peut se 
rapporter qu’é des revenus dc méme nature (dividendes ou intéréts) distribués par un seul 
et méme débiteur résident de France. 
\La demands doit étre ‘établie en deux exemplaires sur un imprimé spécial mis '21 1a 

disposition des usagers par l’autorité fiscale nationale du Japon. 
3 Sur cet imprimé, le requérant on son représentant éventuel (établissemént de ban— 
que, notamment) déclare que le bénéficiaire des revenus est un résident du Japon au 
sens de l’article 3 de la convention et remet les deux excmplaires de la demande au bureau 
des impéts nationaux du Japon qui a compétence sur le lieu de la résidence ou du siége 
social du bénéfiéiaire. ‘ 

4- Ce bureau vérifie et attests sur la demande que le bénéficiairc des revenus a la qualité ' 

de résident du Japon pour l’application de l’irnpét japonais. Il Conserve un des exemplai— 
,res de I’imprjmé ét rend l’autre au requérant. 

5 La remise de la demande de dégrévement au débiteur des revenus résident de France 
011 it l’établissernent chargé du service de ses titres entraine pour lui l’obligation de payer 
l’intégralité des revenus sous la seule déduction de l’impét frangais retenu 51 la source au 
taux de I 5% sur les dividendes ou de 10% sur les intéréts, en 56 conformant, 1e cas éché- 
ant, aux prescriptions de la réglcmentation des changes. 
6 Lotsque la retenue a été appliquée au taux réduit prévu par la convention, le débiteur 

V 

des revenus résident de France transmet la demande de dégrévement, dans le délai et 
selon les modalités fixées par l’administration fiscale frangaise, au bureau des impéts dont 
il reléve pour la perception de la retenue 51 la source sur le revenu des capitaux mobiliers. 

Fait 2‘1 Paris, 16 vingt—sept novembre mil neuf cent soixante quatrc, en double exem— 
plaire, en langues frangaise ct japonaise, les deux textes faisant également foi. 

Pour [e Gouuemement _ 
Pour 1e Gouvememeflt du japan, 

de [a Repuh/iquefmnfaixe,
r 

Signe’: F. LEDUC. Szgne’: TORU HAGUIW‘ARA. 

347



CONVENTION BETWEEN FRANCE-jAPAN 

PROJET DE LOI 
(No. 1436) 

AUTORISAN’T L’APPROBATIOBLDE LA CONVENTION, SIGNEE A PARIS LE 27 
'NOVEMBRE 1964, ENTRE LE GOUVERNEMENT DE LA REPUBLIQUE FRANCAISE 

ET LE GOUVERNEMENT DU JAPON TENDANT A EVITER LES DOUBLES 
IMPOSITIONS EN MATIERE D’IMpé-rs SUR LE REVENU, 

(Annexe au procés-verbal de la séance du 10 juin 1965) 

EXposfi DES MOTIFS 

MESDAMES, MESSIEURS, 
En 19 58, la Gouvernement japonais, soucieux de développer ses relations économiqucs avec les Etats 
européens, s’é’tait montré disposé é conclure une Convention fiscalc avec la France; 1a perspective d’une 
réforme fiscalc frangaise n’avait pas permjs dc dohner immédiatement suite :3). cc projet. 
Depuis lots, l’absence d’une Convention fiscale franco-japonaisc a été Vivement regrettée pat d’im- 

portantes entreprises frangaiscs qui out, :‘a plusieurs reprises, appelé l’attention sur les difficultés qu’elles 
éprouvaient pour s’implanter sut 1e marché japonais et sur la situation désavantagcuse dans laquelle elles 
sc tréuvajcnt, du fait de la superposition des impéts frangais ct japonais, pa: rapport '21 leurs concurrents 
éfrangers appartenant i des pays ayant conclu des conventions ficales avec le Japon. 

Aussi, des négociations ont-elles été engagées :‘1 l’cffet dc combler cette lacune dans le téseau frangais 
des conventions fiscales. Elles om: abouti a la signature, 1e 27 novembre 1964 :21 Paris, de l’accord qui est 
soumis 2‘1 votre approbation. 

Cette Convention comprend des clauses destinées '21 éviter les doubles impositions pour chacune des 
différentes catégories de revenus. Y figurent également divers articles plus généraux visant notamment é 
protéger les contribuables. Ainsi, les 2rticles 25 et 26 posent en principe que les nationaux dc l’un des 
deux Etats ne peuvent étre soumis, dams l’autre Etat, :‘1 un traitement fiscal discriminatoire; i1 s’énsuit 
notamment qu’ils y bénéficient dcs mesures de faveur accordées pout charges de famille. 

Les dispositions cssentielles dc l’éccord sont analysées ci—aprés: 
L’article premier précise la portée de la Convention quant aux personnes. L’article 2 énonce les impéts 

visés par la Convention, é savoir pom: la France, l’impét sur le revenu des personnes physiques, la taxe 
complémentaire et l’impét sur les bénéfices dcssociétés et autres personnes morales. Les articles 3 et 4 
définissent 1a portée territorial de l’accord ainsi que divers termes fréquemment utilisés dans la suite des 
articles. ' 

Les articles 5 5. 24 posent les régles sujvant lesquelles la matiére imposable sera répartie entre les deux 
Etats et énoncent les méthodes qui serom: employées pour que la double imposition soit cffectivement 
évitée. ' 

Aihsi la taxation des revenus des biens immobiliers, tels qu’ils sont définis 2‘: Particle 5, est réservée 2‘1 
, 
I’Etat 0121 ces biens sont situés. 
De méme, les bériéfices des exploitations agricoles ou forestiéres sont imposables dans l’Etat 01‘1 sont 

situées les dites exploitations (art. 6). - 

Les bénéflces industriels et commerciaux ne peuvcnt étre imposés que dans I’Etat 01h l’entreprise possé- 
de un établissement stable et dans la'mesurc oh ces bénéfices sont imputablcs é cet établissement (art. 7). 
Mais, pat dérogation, les revenus qu’une entreprise de l’un des Etats retire de l’exploitation de navires 
ou d’aéronefs ne sont imposables quc dans cet Etat (art. 8), cette clause 56 borne '21 confirmer la situation 
,résultant déjé d’un accord particulicr er} date du 21 décémbre x962, qui cessera d’ajlleurs dc s’appliquer 
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lors de l’entrée en vigueur de 13. Convention. L’article 9 r’égle 1e cas des transferts déguisés de bénéhces 
entre entreprises dépendantes. 

L’article IO laisse £112. France 16 droit d’appliquet sa retenue :3. la source aux bénéfices distribués par les 
sociétés japonaises qui poss‘edent en France un établissement stable. Toutefois, il est convenu que la frac- 
tion des distributions passible de la retenue ne peut excéder 1e montant des bénéfices réalisés par l’établisse- 
ment stable. 

Les dividendes sont imposables, en principe, dans l’Etat dont le bénéficiaire est le résidcnt. Mais l’Etat 
dont la société qui distribue les dividendes est résidente conserve 1e droit de les imposer, sans que cette 
imposition puisse excéder 15 % du montant brut de ces produits (art. x 1) . . 

D’un fagon analogue, les intéréts de fonds d’Etat, d’obligations négociables et de toutes autres créances 
sont imposables dans l’Eta’t dont 1e bénéficiaire de ces produits est le résident, mais l’Etat contractant 
d’ofi proviennent ces revenus pent également les imposer dans la limitc d’un taux cottespondant 5. 

IO % de leur montant (art. I 2). | 

Les modalités pratiques d’application dcs dispositions des articles 1 I et 12 prévoyant 1a réduction du 
taux de l’impét ptélevé par l’Etat de la source des revenus ont été fixées dans un protocols addidonnel 
signé en méme temps que la Convention ct dont i1 fait partie intégrante. . 

De plus, selon les ptévisions de l’article 24, l’impét ainsi ptélevé sur les dividendes et les intéréts par 
I’Etat de la source de ces ptoduits constitue un crédit é valoir sur l’impét dfi par Ie'bénéficiaixe, au titre 
des mémes revenus, dans le pays 0x21 i1 réside.

‘ 

Toutefois, ces dispositions ne s’appliquent pas lorsque le bénéficiaire des dividendes ou des intéréts a 
dams l’autte Etat contractant un établissement stable auquel se rattache la participation génétatrice des 
dividendes ou l’emprunt producteur de ces intéréts. Dans ce cas les dividendes ou intéréts sont imposés 
avec les bénéflces dc l’établissement stable. 

Les redevances sont, en principe, imposables dans l’Etat 01‘1 réside celui qui les pergoit. Toutefois, 
7 

l’Etat de la source conserve 1e droit d’appliquet son impét au taux maximal de 10 % (art. I 3). S’il est fait 
usage de ce droit, il est accordé au bénéficiaire de la. redevance un crédit d’impét correspondant au mon- 
tant dc l’impét prélcvé dans l’autre pays (art. 24, I, b). 

Les profits provenant de l’aliénation d’un bien ne sont,‘en principe, imposables que dans l’Etat dont 1e 
cédant est résident, sous réserve d’un certain nombte de régles spéciales qui concernent notamment les 
biens immobiliers, les biens dépendant d’un établissement stable, les actions dc sociétés (art. 14). 

Les revenus des professions libérales ct autrés activités indépendantes ne peuvent étre taxés que par 
l’Etat sur le territo'ire duquel réside le bénéficiaire. Toutefois, si ce demier dispose d’unc base fixe dans 
l’autre Etat, celui—ci peut imposer la partie des revenus qui est imputable é cette base (art. I 5). 

Les salaires de source privée sont, sous réserve dc dispositions particuliéres qui concernent le cas de la 
mission temporaite et le sort du personnel navigant des entreprises de navigation maritime et aérienne, 
imposables dans l’Etat de résidence :3. moins que l’emploi salarié he soit exercé dans l’autre Etat; dans cette 
demiére hypothése, l’impét est prélevé par cet autte Etat (art. 16). 

Cependant, les traitements et pensions versés par un Etat contractant Ou l’une de ses collectivités loca- 
les 2‘1 un ressortissant dudit Eta: ne sont, en principe, imposables que dans celui—ci (art. 20). 

Quant aux pensions d’origine privée, elles sont imposables dans l’Etat dc résidence du bénéficiaire 
(art. 19). 

Les tantiémes et jetons de présence pergus en qualité dc membre de conseild’administration on de sur- 
veillance d’une société sont imposables dans l’Etat de la source (art. I 7). 

Les professionnels du spectacle ainsi que les sportifs sont, pour leurs activités personnelles, imposables 
dans l’Etat 0121 ils exercent ces activités (art. 1 8). 
Les étudiants et les stagiaites de l’un des Etats qui séjoument dans l’autre Efat ne sont pas, (an principg, 

imposés dans ce dernier Etat pour les sommes qui sont destinées é. couvrir leurs frais d’entretien, d’études 
ou de formation (art. 21). Une exemption d’impét dams l’Etat du séjour temporaire est également prévue 
en faveur des bénéficiaites d’une bouxse d’études ou de recherche ainsi que pour les personnes qui suivent 
1m stage de formation technique, professionnelle ou oommerciale. Quant aux membres du corps enseig— 
nant dc l’un des Etats qui exercent leqr activité dans un établissement d’cnseignement de l’autrc Etat pen- 
dant une période de résidence qui n’excéde pas deux ans, i1 (16 sont imposables, au titre de cette activité, que 
dans le premier Etat (art. 22). 
Enfin, les revenus non spécialement visés par les dispositions conventionnelles analysées ci-dessus — 
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tellés les rentes viagéres —— ne sont imposables que dans l’Etat de résidcnce du bénéficiaite (art. 2 3). 
La double imposition est évitée, du cété frangais, par application des régles qui vienncnt d’étre préci- 

sées. Les impéts frangais sont calculés an taux correspondant it l’ensemble des revenus imposables d’aprés 
la législation frangaise afin que l’exonération dc certains revenus n’aboutisse pas, le cas échéant, é priver 
le Trésor frangais du bénéfice de la progression dc l’impét (art. 24, I).

‘ 

L’atticle 27 institue, au profit des redcvables, des recours pour évitet des impositions non conformes 
aux dispositions conventionnelles. ' 

La Convention pourra éttc étendue aux territoires d’outre-met de la Républiquc frangaise (art. 29). 
Enfin, l’accord doit entrer en vigueur un mois aprés l’échzmge des notifications constatant l’accomplis- 

scment des procédures constitutionnellement requises dams chacun des deux Etats (art. 30). Toutefois, :31 

l’issue des cinq premiércs années d’application, chaque Etat pourra 1e dénoncer moyennant un préavis 
de six mois (art. 31). 
La Convention dont les dispositions viennent d’étre analysées, est de nature £1 encourager, d’une fagon 

sensible, les relations entre la- France et le Japon en facilitant la. circulation des personnes et des capitaux. 
Elle permettm aux entreprises frangaises de poursuivre, avec efficacité, leur pénétxation sut le marché 
iaponais ct, plus généralement, en Extréme-Otient. Dans le cadre de l’action actuellement entreprise pour 
resserrer les liens qui, sur le plan économ'ique, unissent la France et les pays d’Asie, l’existénce de cet 
accord apportera une utile contribution. II serait donc souhaitable qu’il soit approuve et puisse entrer en 
vigueur aussi rapidement que possible. 

GUIDES TO EUROPEAN TAXATION 
Voluma I: Taxation of Patent Royalties, Dividends, Interest in Europe 
This loose-leaf volume gives every tax (with basis and rates) levied on intercotpomte patent 
royalties, dividends and interest as each type of income flows from one European country 
to another, and to the United States and Canada. Supplied in a compact binder, this publica- 
tion is clearly laid out for quick reference. Supplements (sent airmail) ensure that the informa- 
tion contained is kept up to date. 

including binder $ 30 
mpp/ement Service by airmail for 19 a’)’ $ 15 

Volume II: Corporate Taxation in the Common Market 
This volume. by Dr. Albert J. Rfidler, consists of four main sections: 
1. Surveys of corporate taxation in each of the EEC. countries; 
11. Transnational analysis of similarities and differences in national tax laws (corporate tax 

_ 

structure; tax liability; computation of profits; rates; etc.) ;
' 

m. Tax provisions in the European integration treaties (i.e., Benelux, Coal and Steel Commi— 
ty and E.E.C.); ' 

IV. Present international tax law in EEG. countries and its influence on harmonization 
(unilateral and treaty relief provisions). 

including binder $ 2 5 
supplement Service by airmail for 190’] $ 15 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATISTRAAT 124, AMSTERDAM (c) — NETHERLANDS 

35°



IV 

BIBLIOGRAPHY 

I. BOOKS 
CEYLON 
A SUPPLEMENT TO ASIAN TAXATION 

1964 by japan T ax Auociation, Tokyo, Japan. 
February 1965, 17 pp. 
This additional chapter to Asian Taxation 1964 

pertains to the taxation on income and net worth 
With respect to individuals and corporations, either 
resident or non-resident, for the assessment 
years 1963/64 and 1964/65, the chapter does not 
include the net worth tax rates 1 964/6 5 as modified 
by the Inland Revenu (Amendment) Act (No. 12 
of 1964) applicable to individuals and non-resi- 
dent companies having immovables in Ceylon. See 
Tax News Service 11 — 2096;). A summary of the 
taxation of gifts is given. “ 

The basic work has been reviewed in Bulletin; 
July issue I965, p. 308. 

COMMON MARKET 
WIRKUNGEN EINES KURZFRISTIGEN AB- 
BAUS DER STEUERGRENZEN IN DER 
EWG UNTER DEN ZUR ZEIT GEGEBE- 

V 
NENVSTEUERLICHEN BEDINGUNGEN, 
Schriftenreihc der Wirtschaftsvereinigung Ei- 

Thc third edition of this well known handbook 
on corporate taxation, begun by the late W. Bliil 
mich and O. Klein, was published in 1956. Since 
then there have been many developments in ' 

statutory and case law, including the Income Tax 
Amendment 1965 (see 5 Eur. Tax. 7 (1965)). This 
fourth edition of this perspicuous reliable com- 
mentary has been completely revised and brought 
up to date to March I, 1965. 
INDIA 
CURRENT INDIAN INCOME—TAX ACT, 

sen- und Stahlindustrie zur Wirtschafts- und ‘ 

Industriepolitik, Heft 6, by Senf, P., Dfisseldorf 
Vcrlag Stahleisen m.b.H., 1964, 82 pp.,DM 8.20. 
The sixth brochure of a series on turnover tax 

V harmonization in the Common Market. This 
booklet emphasizes the possible methods, and 
stages for the abolition of turnover tax frontiers 
between the Common Market countries. Both the 
principles of turnover levy in the country of source 

' and in the country of consumption are discussed. 
The author favours the former principle and he 
considers the actual breaking of turnover tax 
frontiers from that point of View. 

GERMANY 
KORPERSCHAFTSTEUERGESETZ MIT 
DURCHFUHRUNGSVERORDNUNGEN, 
NEBENGESETZEN UND VERWAL— 
TUNGSANWEISUNGEN, by Bliimidv, 17., 
O. Klein, W. Steinhring, H . Stutz, Berlin, Verlag 
Franz Vahlen GmbH, Willdenowstr. 6, 1965, 

V 

fourth edition, 1454 pp., DM :14. ’ 

Volume III, third edition, 1965 . by janexbwai ‘ 

Dan fain and ParmeJlar Dal: fain; published 
by the Law Literature House, 2646, Balli‘maran, 
Delhi ; printed at the Lucky Press, Delhi ; I 728 pp. 
This publication of the current Indian Income- 

tax Act consists of three volumes. Volumes I and 
II deal with the Income-tax Rules 1962, with 
Notifications and Orders. Volume III pertains to 
the Indian Income-tax Act of I 961, as amanded up 
to‘ the Finance Act 1964.. An extract of the Finance 
Act 1964 (5 of 1964) and the Direct Taxes (Amend- 
ment) Act 1964 (31 of 1964) is appended making 
the treatise up to date for practical use. The au- 
thors, both advocates and members of the Supre- 
me Court of India, discnss the Income Tax Act of 
1961 in all its aspects, with relevant updated case 
law and exhaustive commentary. 

ISRAEL 
~ ISRAEL INCOME TAX LAW, Series: Business 

Diary Tariffs and Fees, amendment No. 76; 
Israel Business Books, Ltd.; 1965, 55 pp. Sub- 
scription fee for Business Diary Tariffs, and 
Fees 1 £ 50 per annum, including one year’s 

- amendments, renewal fee I £ 35. 
An up-to-date unoflicial translation of the Israel 

Incbme Tax legislation, including, inter alia, the 
recently enacted amendments introducing a 
capital gains tax. ' 

ESTATE DUTY LAW 5709—1949; Seriesi 
. Business Diary Tariffs and Fees, amendment 
No. 73; Israel Business Books, Ltd., Haifa; 
1964 Iopp. 

35:1



Price: Subscription fee for Business Diary 
Tariffs and Fees I {I 50 per annum, including one 
year’s amendments, renewal fee I £ 35. 

NETHERLANDS 
BEDRIJFSOPVOLGING IN DE MIDDEN-' ’ 

STAND, Series: “Recht en Praktijk No. I, by 
Dijk P.L. and others; printer: ABE. Kluwer, 
Deventer, Antwerpen; 1964, 127 pp. 
Survey of most important aspects of the transfer 

of a business to children or third parties and the 
consequences of the variOus ways in which a 
transfer can be accomplished. 

KLUWER’S ZAKBOEK SOCIALE VERZE— 
KERING by Veraart].f.M. and others, Printed 
by AE. E. Kluwer, Deventer; loose-leaf. 
A loose-leaf service containing the major 

aspects of social security legislation in the Nether- 
lands.

I 

ZEGELWET 1917, Nederlandse Staatswetten, 
Editie Schuurman 8: Jordens, by de Vogel, ].H., 
Zwolle, Tjeenk Willink, 17th edition, 
1964, 308 pp., Dfl. 3.25. 
A new edition of the Netherlands Stamp Duties 

Act, containing the text of the Act plus annota— 
tions. 1 

BELASTINGWETGEVING, Editie Ctemers, by 
van Vmbt, ].C.]., Arnhem, S. Gouda Quint — 
D. Brouwer & 211., 1965, loose-leaf, Dfl. 12.90, 
plus supplements. 
The “Editie Cremers”, the well-known series 

of Netherlands Acts with annotations, which 
includes, inter alia, the Civil and Penal Law Codes 
as well as many other important Acts, has_now 
been extended by a new volume on Tax Legisla- 
tion, in loose-leaf form. The new volume in- 
corporates the new Income Tax Act, 1964, fully 
annotated, and will be kept up-to-date through 
regular supplements. 

PHILIPPINES 
6th ANNUAL REPORT 1964, Manila, Joint 

Legislative-Executive Tax Commission, 1965, 
88 pp. 
This annual report includes discussions of the 

proposed tax code, local finance in Manila, some 
fiscal aspects of the Laurel-Langley Agreement, 
tax conventions and current developments in 
tarifl" revision. Three appendices include the 
Republic Act No. 221 I, the First Annual Report, 

352 

BIBLIOGRAPHY 

and Tax Laws Enacted in 1964. 

A STUDY OF TAX BURDEN BY INCOME 
CLASS IN THE PHILIPPINES, Manila, 
Joint legislative-Executive Tax Commission, 
1964, 122 pp. 
A study of the nature and history of Philippine 

taxes, the apportionment of the tax burden by 
types of taxes, and patterns of tax payments, 
household income and expenditures. Many 
charts and tables are included. Among the 
conclusions of this study are that the bulk of the . 

Government’s tax revenue is derived from taxes 
on production and sale, and that, of the 57 different 
types of taxes, only 10 might be considered as 
major sources of revenue. 

SOUTH AFRICA 
1964. SUPPLEMENT TO SILKE ON SOUTH 
AFRICAN INCOME TAX, by Silke, A. 5., 
Cape Town, Juta and Company, Limited, 1964, 

. 57 PP- 
The first part of this supplement contains a 

commentary on the Income Tax Act 1964. The 
second provides a service to the main volume, 
Silke on South African Income Tax 1963, and 
brings the book up to date in relation to the new 
amendments, recent court decisions and new 
departmental practices. 

UNITED KINGDOM 
THE ACCOUNTANT, THE TAXPAYER, 
AND THE REVENUE by Hanna, jack H., 
St. Albans, Herts, The Fiscal Press, third 
edition, 1965, 69 pp., Sh. 55. , 

A practical guide for the professional accountant 
who, as point of communication between his 
clients and the Revenue, often finds himself in a 
delicate position. 

U.S.A. 
PRACTICAL PROBLEMS IN TAXATION OF 
FOREIGN OPERATIONS, New York, The 
Journal of Taxation, Inc., 1965, pp. 218, $ 15. 
Eleven papers from a symposium held June 

1964 by the Institute of US Taxation of Foreign 
Income, Inc. on how to deal with the practical 
problems created by the rules governing US 
taxation of business operations abroad, arranged 
and edited by the Technical Staff of the Journal 
of Taxation. Each chapter reflects the state of the 
law as of March 10, 1965.



I —— ARTICLES: 

January — July . Page 
Editorial ‘ 221, 265 

Foreign Investment and Taxation in India by K.C. Khanna 1 
Tax and other Incentives to Capital Investment in the United Kingdom, 
by T.W. Elliott ' 

45 Major Tax Reforms in Israel by Dr. E.W. Klimowsky 
1 

‘ so 
Taxation of Corporations in the Hashemite Kingdom of Jordan, by Sa’ad 
I. Nimry ' 

52 v 

International Aspects of Taxation of Pensions in Italy, by Giancarlo Cro- 
xatto 89 
Liberalization of U.S. depreciation rules, by Dr. Otto L. Walter I 33 Recent Intern. Tax Policy in the U.S., by Rict O. Loengatd Jr. 140 
Subvention Payments in the U.K., by H.L. Duncan 149 

. Taxation of foreign Enterprises carrying on Business operations in Japan, 
by Masakata Okura I77, 223 
Corporate Taxation in Malaysia, by H.W.T. Pepper 193 Tax harmonisation in a Federation—the 1965 budget in Malaysia, by ~ 

H.W.T. Pepper 228 
The tax convention between Sweden and Israel in respect of death duties, 
by Stem F.W. Bille and Dr. Ernst W. Klimowsky 23.3 New method proposed for taxing income of foreigners in the United 
States by Alan R. Rado 267 

CUMULATIVE INDEX 1965 

II -— WORLD TAX REVIEW: 
Algeria 

Argentina 
Australia 
Brazil 
Chile 
Common 
Market 

Germany 

Ghana 
India 

Impét Complémentaite sur le Revenu, reported by Maitrc Max Hubert 
Brochier 

_

‘ 

Major summaries of company taxation in I 965, reported by Horacio Hirsch 27 3 Exempt income 20 
Withholding tax on dividends 21 
Reduction income tax 22 
La téforme des impéts indirects dans le cadre de la communauté economi- 
que europeenne, confércnce de M. Dequae 2 3 L’hatmonisation des impositions indirectes sur les mouvements des capi- 
tauxh tésolution-confér‘cnce permanentc .des chambres de commerce ct 
d’industtie de la C.E.E. 93 L’harmonisation de l’imposition des répattitions dc bénéficés entre socié- 
tés, résolution-conférence permanente des chambres de commerce et d’in- 
dustrie de la C.E.E. . 93 Les doubles impositions entre les pays de la C.E.E. et les pays en voie de 
développement ct les pays conditions propres :‘1 favoriser l’investissement, 
résolution-confétence permanente des chambres de commerce etd’indus- 
ttie de la C.E.E. ' 

94 
Proposition d’une directive an Conseil, concemant les impéts indirects 
frappant les rassemblements de capitaux (présentée par la Commission au 
Conseil)—document IV/Com (64) 526-final 241 
Proposition d’une deuxiémc directive en matiére d’harmonisation des 16- 
gislations des Etats membres relativeshux taxes sur le chiffre d’afl'aires 
concernant la structure et les modalités d’application du—systéme commun 
de taxe sur la valeur aioutée (présentée par la Commission au Conseil) —— document IV/Com (65) I44 fiscal, I 3 avril 1965 276 
Official explanation—Begriindung—introduction interest withholding 
tax—~Kapitalerttagsteuet ffir Zinsén—and abolishment security tax- 
Wertpapiersteucr 2 5 2 Summary of Ghana taxation, reported by D.W. Simmonds 257

' 

Tax concessions-capital i‘natket and investment activity,~teported by K.C. 
Khanna 97 
Finance Bill, 1 965, reported by,K.C. Khanna 155 
Finance Bill, 196 5 , indirect taxes, reported by K.C. Khanna 202

1 

III 

I9"



Indonesia Tax Amnesty Regulation 
V r 

35 
— Tax changes enacted - 98 

International Resolutions, Hamburg Congress I.F.A. x 964 (second subject) 36 
— Statement of Conclusion xxth Congress of the International Chamber of ’ 

Commerce—report on Fiscal Conditions for Economic Growth, present— 
ed to the Congress - 289 

Israel Widened powers for Assessing Officer to obtain information, reported by 
Dr. EW. Klimowsky 60 

Lebanon Taxation and investments in Lebanon, reported by Karim G. Khouri 38 
— Increase in government fees for registration of industrial property, repoit- 

ed by Saba 8: Co. 10! 

Japan Tax revision in 1965, submitted by our correspondent 
' 

159 
Mexico Travel expenses foreign technicians and instalment sale of immovable 

property 41 
Pakistan Budget 1 964/65 . 

102 
Peru Wealth for the purpose of determining income; new custom tariff 42 
Puerto Rico The Company Income Tax for Foreign Corporation 42 
Togo New rates for direct taxes 10; 
United States Tax proposals by President Johnson, reported by G.K. Howard Jr. 

' 161 
of America Proposed tax legislation to increase foreign investment (Bill HR. 5916) 1 64 

' Bill H.R. 5916 to remove tax barriers to foreign investment-explanation 
by the department of the treasury 20; 

Uruguay Major summaries of Company Taxation I 10 
VenCZuela Tax Rates ' 

- I x I 

III —— T R E A T I E 5 Convention entre la France et la Belgique '21 évitet les doubles impositions 6 
— Convention between Japan and Thailand for the avoidance of double taxa— 

tion and the prevention of fiscal evasion With respect to taxes on income.‘ I I; 
— Protocol modifying and supplementing the extension to the Netherlands 

Antilles of the Convention between the U.S.A. and the Kingdom of the 
Netherlands for the avoidance of double taxation and the prevention of 
fiscal evasion with respect to taxes on income and certain other taxes 130 

— Convention between the US. and the Republic of the Philippines for the 
avoidance of ‘double taxation and the prevention of fiscal evasion with 
respect to taxes on income 166 

— Convention between the United States of America and Japan for the 
avoidance of double taxation and the prevention of fiscal evasion with 
respect to taxes on income, as revised 294 

Iv—BIBLIOGfiAPHY 
(1) Book: 
Argentina 2 I 6 International 2 I 6 
Australia 216 Italy 38, 100, 216, 217,308 
Austria 21, 95, 216,262, 307 Japan 308 
Belgium 96, 2 15 V 

Korea ' '2 I 7 
Bulgaria 2 I 6 Malaya -I 01 , 

Canada 215, 216 - Netherlands 41,62, 101,216, 217, 308 
Ceylon 22 Poland 21 6 
Czechoslovakia 2 x 6 Portugal 2 I 6 
Common Market , 57, 215, 262, 307 Puerto Rico 218 
Dahomey 3 3 Rep. of South Africa 2 I 6 
Denmark 216 Sweden 44 

4 European Free Tradg Switzexland » 44, 62, 1 61 , z I 6, 2 1 7 
Association v 262 United Kingdom 2 I 6, 2 I 8 

France 34, 2x6 United States 104, 165, 216, 218 
German Dem. Republic 5 7 _ 

Uruguay 21 6 
Germany ‘ 34, 57, 96, 216, 262, 307 Western Europe 111 
Greece 2 I 6 Yugoslavia 2 I 6 
India - 5 9, 21 6 (z) Lawe—leafnrvite; 2 I 9, 264



EDITORIAL 

IFA members in overwhelming numbers participated in the recently concluded 
19th Congress in London. Anglophiles, the ranks of which will be swollen by 
many Congress participants, may écho the words of Dr. Johnson: “When a man is ' 

tired of London, he is tired of life, for there is in London all that life can afford”. 
U.K. tax advisers, including Welshman, seemingly feel, at least as evidenced by 

the Congress seminar on British taxation, that the new capital gains and corpor- 
ation taxes are indeed “all that life can afford”. ' 

Others may feel that the Royal Assent to these taxes having been given, there 
remains leSs a question of “to be or not to be”, than of how to make do. We hope 
to publish in the near future some critical remarks on the new British tax system.

\ 

, In thé curfent issue we publish in the_ original German text the new 'tax treaty 
' 

. 
between Sweden and Switzerland. This treaty and especially the remarkable 
article 25(2) will abruptly groundtax flights to Switzerland by Swedish taxpayers. 
One may expect to hear some of the “disgruntled inutterings” that the closing of 
tax loopholes occasion.

> 

A survey of the treaty will be published in English in a coming issue of Euro- 
~ pean Taxation in addition tovan English translation of the treaty in Supplementary 
Service. 

‘
' 

Finally, we draw your attention to the German document, published on page 364. 
The German “Minder” have agreed to a common Ordinance providing control 
measures to prevent tax avoidance resulting from the transfer by German entey- 
prises of their income and capital to tax haven countries (a short discussion of this » 

ordinance has been published in European Taxation, July 196 5). 

Tax avoidance traflic meets newly erected barricrs! 

J.C.L. Huiskarhp
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MARKET-ENFORCED SELF-ASSESSMENT 
FOR REAL ESTATE TAXES*-I 

by JOHN STRASMA** 

C O N T E N T S 

I INTRODUCTION B. Declarations byowners 
A. The objective of this proposal: c. Planning uses o?‘declarations 

accelerated reassessment D. Enforcement 
B. Some things this proposal will not do E. Options of the 6wner 

II LATIN AMERICAN EXPERIENCE F' Inflatlon 
G. D1sclosure laws WITH SELF-ASSESSMENT IN LAND 

TAXE s H. Somf: procedural safeguards 
1. Gettlng started 

III MARKET-ENFORCED SELF- J, Corporations 
ASSESSMENT K. Verylargeunits 
A~ A govcmmeflt agency L. Payment terms for option a transfers ' 

B- The Private SCC’COI‘ M. Land reform transfers a 

(3. Problems. 1n forced sale v CONCLUSIONS 
D' other Objectlorfs A. The effective tax increase 
E' Pfoposed SOhmons B. Appeal'by self-assessment 

IV _A NEW PROPOSAL ' c. Appealbyappraisal ‘~ 

A. The first and most essential step: the D. Reassessment and land reform 
effective tax increase E. One final problem: a practical test 

I. INTRODUCTION 
'Few are the Finance Ministers in Latin America (and probably in other underdeveloped . 

areas as well) who have not longed for increased revenue from real estate taxes. Inflation 

* Revised English version. I am greatly indebted to students and colleagues who have criticized earlier 
drafts. Gonzalo Arroyo, Solon Barraclough, Juan Bmun, Robert Brown, Arthur Domike, Peter Domer, ( 

Eduardo Garcia, Francisco Garcia H}, Keith Griffin, Carlos Hurtado, Dino Jarach, Mateo Kaufmann, 
_ Fernando Mateo, Pedro Moral Lépez, Roberto Maldonado, José Pistono, E. Riofrio V., Daniel Stewart, 
'William Thiesenhusen, Luis Vega, and my students in the University of Chile’s Graduate School of 
Latin American Economié Studies (ESCOLATINA) all commented on drafts in Spanish circulated in 
1964 by the Instituto de Economia of the Universidad de Chiie. 

Several of these, as well as Richard Bird, Rudolph Blitz, Vincent Brett, John Copes, Alejandro Foxley, 
Arnold Harberger, Bruce Herrick, Karl Lachmann, Oljver Oldman, Daniel Schydlowsky, and Ronald 
Welch made further valuable comments on an English draft circulated in April 1965 by the Land Tenure 
Center of the University of Wisconsin. They have aided enormously in spotting problems and clarifying 
issues. Many remained skeptical of the whole idea, however, giving added force to the usual warning that 
I alone am responsible for what follows. 
** Visiting Professor, Land Tenure Center and Department of Agricultural Economics, University of 
Wisconsin. This study is supported in part by the Land Tenure Center, a cooperative research and training 
program of the Agency for International Development, the American Nations and. the University of‘ 
Wisconsin andjs published by permission of both the author and the Land Tenure Center. 

.

' 
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and population growth without corresponding increases in property tax values have 
reduced this traditional revenue source to insignificance, both in total revenues and in its 
economic impact on property owners.1 Could it not again become an important source 
of tax revenue, helping finance urgent development programs or reducing the inflation— 
ary pressure of unbalanced budgets? Could it not create a pressure tending to the more 
efficient use of urban and rural land? Where the real estate tax is a source of revenue for 
local governments, could it not greatly imfirove the ability to solve local problems, 
aiding both development and “grass roots” democracy? 
The most conspicuous bottleneck in Latin American economic development has been 

the agricultural sector; Whose output has not evenvkept up with population growth. 
Population is growing at 2.7 to 2.8% annually, yet total farm production has averaged 
only 1.6% annual growth over the last five years.2 Per capita food production in 196 3 / 64 
was actually 3% below the level of a decade earlier, and the trend is downward.3 Yet 
there are notoriously large quantities of privately-owned agricultural land idle or grossly 
under-utilized in relation to available labor and existing demand for agricultural pro- 
ducts.4 One symptom of this problem is the dramatic contrast in the value of output per 
hectare of agricultural land. For six countries included in the “first—round” CIDA 
studies, family units (those occupying 2.0 to 3.9 persons) averaged three times the pro- 
duction per hectare of the large multi—family units (employing over I 2 workers).5 

There are many hypotheses as to just why this land is under—utilized, but heavier 
taxation could theoretically overcome many of the presumed causes. If it were possible 
to levy a heavy annual tax on agricultural land, idle land would be put into production or 
sold, land prices would fall, traditional tenure structures would become more flexible, 
and both output and employment should rise considerably. These changes would all be 
steps toward the objectives of agrarian reform, and the added revenue would help 
finance development projects or programs. 
T00, 21 large part of private wealth in underdeveloped countries is typically invested in 

land and in urban construction. Given the practical and incentive difficulties of imple- 
menting effective progressive taxes on income and profits, are not higher real estate 
taxes the most feasible way to achieve a mild redistribution of wealth, and to encourage 
equity investments in enterprises? 

I The present state of property taxation in Latin America was discussed at two international conferences 
on taxes, held in Buenos Aires (1961) and in Santiago (1962). The Proceedings are available (in Spanish) 
from the Joint [DB/OAS Tax Program, Pan American Union, Washington, D.C. 
2 Inter-American Development Bank, Social Progress Trust Fund, Family Annual Report, 1964, p. 107. 
3 FAQ, “The State of Food and Agriculture, 1964,” Rome, 1964, p. 16. Quoted in Inter—American 
Development Bank, op. cit, p. 108. . 

4 This long-standing observation by scholars doing field study appears to be consistent with the 
findings of ICAD research reported in FAQ, “Agrarian reform policies,” 21 paper prepared for the Latin 
American Confercnce on Food and Agriculture, Vifia del Mar, 1965. ICAD, better known by its Spanish 
initials as CIDA (Comité Interamericano de Desarrollo Agricola), is an association of five international 
agencies working to aid Latin American agriculture: EC LA, FAQ, I DB, I 1 AS, and the 0A 3. 
5' Calculated from provisional CIDA data reported in FAQ, “Agrarian reform policies,” table 3, for 
Argentina, Brazil, Chile, Colombia, Ecuador, and Guatemala. Idle land on very large properties is, of 
course, only one of several factors accounting for the output differences. 
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A Tbe objettive of tbixpmpom/ .' accelerated reammsment 
Efforts to‘increase property taxes in underdeveloped countries are naturally resisted by 
the landowners, as well as by others who aspire to more drastic changes, and therefore 
do not want the incumbent government to solve any of its problems. Most frequently, 
however, these tax efforts fail because it is physically impossible to revalue real estate in 
the fleeting period (often one year or less) during which a president, finance minister, or 
political party typically enjoys the power and has the will to raise property taxes effect- 
ively.6 The opposition generated is tremendous but takes time to get organized. There-- 
fore, a rapid revaluation has some chance of success, but a careful, painstaking reassess- 
ment effort by traditional means is likely to be abolished or compromised into in~ 
Inocuousness before the planned efi'ective date. 7 

This article describes techniques—chiefly index number adjustments and owner self— 
‘I assessment enforced by private offers to buy undervalued properties—by which tax 
values could be brought close to market 'values, rapidly and yet Without intolerable 
injustice or inequity among owners; These tactics should succeed despite gross inade- 
quacy of tax valuation personnel, equipment, vehicles, budget, etc., when measured 
against the demands of traditional assessment and reassessment methods. 7 

In addition, the approach here suggested is compatible with longer-term programs to 
upgrade valuation staffs and to carry out cadastral surveys. Practical technical assistance 
experience shows that it takes five years to get into full stride and ten to finish, with firm 
political support 'throughout that period.8 In fact, if such long-term projects are under- 
taken, the measures here proposed will increase revenues meanwhile, helping cover the 
cost of traditional appraisals. Since land values will already be near market prices, 
landowner resistance to the new survey may even be lessened; 

B Same thing: l/Jixpropoml will not do 
Many novel economic policy recommendations made to underdeveloped nations by 
“expert’iadvisers e‘rr by attempting to resolve too many problems at once. Criticism of, 
earlier drafts of the present proposal stressed its failure to solve various pressing pro- 
blems of underdevelopment or to eliminate all corruption in the tax service. The present 
proposal is not a panacea. All it aims to do is to reassess a country’s (or a municipality’s) 
real estate for tax purposes, rapidly, effectively, inexpensively and justly.

' 

6 A rate increase is seldom a satisfactory substitute. Congresses are not likely to accept increases of 
300 or 400 %, thOugh reassessments often average I [3 or I /4 of market value. Reliance on rate changes 
perpetuates injustices among owners and does not catch properties not now assessed at all. And continued 
underassessment hampers application of taxes on income, capital and inheritances, and reduces the 
theoretical progression in rate schedules. ‘ 

7 Traditional assessment and reassessment are here understood to mean at least the preparation of a 
rough plot, inventory of taxable improvgments, crude field measurement of farms Or of urban buildings 
and an individual calculation by a tax valuer, of an assessed value for each property unit. The principal 
problems are establishing unit values or other guidelines, corruption, and the sheer physical task of in- 
specting every unit. Detailed instructions for the organization, training, and implementation of a tradit- 
ional reassessment in an underdeveloped country may be found in .the United Nations’ forthcoming __ 

Manuel on Land Tax AIIEJ'J'MA’III. . 

’ 

.

' 

8 Mr. John Brett, conversation with the author at U. N. Headquarters, February 1965. 
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Heavier land taxation, however achieved, will not—for instance—do much to redress 
the unequal bargaining power of landlord, tenant, and landless laborers. It: will thus not 
achieve that massive redistribution of wealth, opportunity, and social structure sought in 
land reform. Heavier land taxes could even lead to the demand—by landlord or by tenant 
——of even harder labor at even lower wages, althOugh this might indirectly favor reform 
by building up resentment and workers’ willingness to take the risk of agitating for 
reform. 

In the cities heavier taxation of land could accelerate \construction of some kind on the 
vacant lots now held off the market for speculative purposes, or as inflation hedges. 
This may lead to overbuilding or to the wrong kind of construction as seen by planners. 
Cities will be more plgasant places in which to live if some space remains open (hope- 
fully, in parks). Also, assuming that the buildings are themselves taxed, a heavier tax may 
lead to overcrowding, unsafe building practices, or unaesthetic architecture. This 
proposal cannot substitute for competent city planning and zoning, although the result— 
ing increased revenue could perhaps finance the planning agency heretofore considered 
an impossible luxury. 9 

Just as it cannot substitute for land reform, nor for urban planning, this proposal 
cannot eliminate all forms of corruption in public administration. The procedures sug- 
gested seek to reduce the opportunity for corruption in tax‘ administration, principally 
by drastically reducing the number of properties to be appraised by public employees. 
Incentives are provided for the correction of unduly low tax assessments upon the 
initiative of private individuals. Less skill is required of the staff who may therefore be 
more content with public employees’ salaries than are highly-skilled appraisers. In fact, 
the procedures suggested are simple enough that much of thg work can be done by 
employees shifted temporarily from other duties. But if 1000/o of the employees of an 
agency are dishonest, neither this not any other procedure is likely to succeed. 

Likewise, if there is anarchy—no government officials and control at all in some zones 
—neither this not any other proposal is likely to implement a land tax in such areas. 
The present proposal, however, can certainly be implemented more quickly than 
traditional reassessment techniques, once an area is recovered. 

Finally, this proposal will not lead to unemployment for the appraisers and lawyers 
who are overworked—but often doing quite well personally—under traditional assess— 
ment practices in underdeveloped countries. They are still needed to appraise certain 
complex properties (see paragraph 53 below). They are often needed as valuers in land 
reform and urban housing programs. In almost every underdeveloped country the 
lawyers who now thrive on representing landowners contesting tax assessments could 
perform a socially more useful service. They arclneeded in government programs to 
clear titles for thousands of squatters, colonists, and other small farmers Whose credit, 

’ 
‘ Wn ( MM Wk?

[ 

9 This proposal will not remove all the distortions produced by rent control, in underdeveloped 
countries, or in New York City. In fact, governments must not be persuaded to allow landlords to pass on 
higher taxes in tents, lest tenants as well as homeowners join the fight against tax reform. Far better 
would be first to increase the supply of low-rent housing, then end rent control, and then raise taxes “to 
capture for the community landlord profits from the end of rent control.” 
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welfare, security, and incentives are undermined by uncertain title to the public lands 
they till.10 

' ' 

II. LATIN AMERICAN EXPERIENCE WITH 
SELF‘ASSESSMENT IN LAND TAXES 

Ideally, every country needs a cadastral survey. Revenue considerations apart, it aids , 

agricultural planning at all levels and most claims to land, water, and improvements 
tend to be defined and registered in the process. Thanks to aerial photography and photo 
interpretation, Chile recently completed a reassessment for some 200,000 rural properties 
in a record three years as part of such a survey.11 The project was greatly facilitated by 
the relatively high competence and morale of Chile’s Internal Revenue Service and by 
foreign loans, grants, and technical assistance supplied originally to help plan recon- 
struction following the 1960 earthquake.

| 

For many countries,.however, scientific reassessment is too expensive and takes too 
long, even with the aid of modern techniques. Short cuts must be found. Most Latin 
American nations undertaking reassessments have concentrated on city property and 

- allowed or even ordered rural landowners to declare the value of their own land, usually 
under oath. This is rapid, costs little, flatters the owner’s belief that no one else knows his 
property as he does, and in any event is the only way to get any valuation at all for many 
rural properties, given the very limited budget and lack of vehicles for~ the revenue servi- 
ces in most countries.

I 

t 

In practice, these self-assessments have been unsatisfactory, although the best possible 
under the circumstances. No owner wanted to pay more than his fair share in relation to 
others and many were quite willing to pay less.12 Tax values for similar properties 
varied widely. Although tax inspectors had legal power to challenge the values declared, 

. they usually did so arbitrarily or not at all. 
Some governments attempted to obtain more honest declarations by threatening that 

in the event of expropriation for public purposes or for land reform, compensation 
would be limited to the amount declared by the owner as the value for tax purposes. In 
other cases, banks were supposed to limit mortgage loans to fixed percentages of the tax 
valuation. Such threats were made in Cuba and Colombia for years; the mortgage limit is 
reported to have been used in Central America. 

10 Dr. Enrique Pefialosa, Manager of the Colombian Agrarian Reform Institute, justly stresses the 
contribution made by his teams of lawyers who were able to clear and issue 10,434 titles (to a total of 
528,000 ha.) in 1962 and 1963 to the tillers of public lands. INCORA, Segundo Afio de Reform: Agraria, 

’ 

Bogoté, 1963, p. 8.
" 

I I Details, including costs, are included in J. Strasma, “Técnicas dc tasacién y la planificacién fiscal en 
Chile,” in a collection of essays being published by the Instituto de Economia of the Universidad de Chile 
in 1965 . An English version of this paper will be prepared if there is sufficient interest; inquiries should 
be directed to the Land Tenure Center, University of Wisconsin. 
12 The landowners’ interest in underassessment is even greater when the income tax includes a pre- V 

sumption as to income from land related to its tax assessed value.
A 
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Naturally, landowners cannot be guaranteed payment of any price declared, no matter 
how high. Expropriation proceedings may still include a formal valuation—but attual 
compensation may not exceed the most recent tax value, plus the value of improvements 
exempt from taxation or added after the last tax declaration was filed. This is the form 
of the law currently applied in Colombia, fdr example.13 If such stipulations were omitt- 
ed, landowners might become still wealthier city dwellers by overvaluing their proper- 
ties, paying taxes for one year, and then abusing tenants or laborers until they strike, 
seize the property, or otherwise force the government to expropriate the‘ property. 14 
Such ”declarations of value in the event of expropriation” will actually approach true 

commercial value if, and only if, landowners are convincedthat agrarian reform is a 
reality, and that it Will actually expropriate their lands in the near future. If the expropria- 
tion threat is not credible, self-assessment will fail. If the land reform agency has no 
funds, if the Constitution must be amended before land can be expropriated with pay- 
ment in bonds, or if for any other reasons land reform seems remote, the threatlwill not 
be credible. Owners with confidence in their political relations in the capital will not fear 
expropriation or will be confidept of advance warning that Will allow them to declare 
much higher values before expropriation proceedings begin.15 
From a fiscal Viewpoint, self~assessment techniques will be useless for the small 

property whose owner has no reason to fear expropriatibn. They are equally unpromising 
in countries Where land reform has supposedly already happened once-and-for—all (e.g., 

7 
Mexico and Bolivia) or Where important Government figurez’s assdfe landownérs tha:t it is 
not' even needed (Argentina?) And they will not work for properties up to the size 
limit that large owners are usually permitted to reserve for themselves and their sons. 
Since these parcels are exempt from expropriation, the threat is not credible. 

III. MARKET-ENFORCED SELF-ASSESSMENT
/ 

The original problem is still unsolved: Whether for revenue purposes or as a land reform 
measure, or both, how can underdeveloped countries obtain up—to—date property tax 
assessments rapidly and at low cost, Without adequate valuation departments. Or, how 
can this be done even approximately, before and during the five to ten years required to 
organize and complete a reassessment even with the aid and help of technical assistance 
programs? 

Self-assessment, in which the owner does most Of the work of identifying, describing, 

13 Decreto 289 5 of 1963 and the reglamentary Decreto I 81 of 1964. Owners may file new declarations 
once every two years. The first such opportunity ended on February 29, 1964; 12,298 declarations were 
made. This was less than I “A, of all rural properties, but they accounted for IO % of previous assessed 
valuation. The average value declared was double the existing assessments; the total rural property tax 
base rose from I 8, 771 million to 20,495 million pesos. I am particularly grateful to Richard M. Bird for 
help in obtaining and evaluating these figures. 
14 I am indebted to E. H. Jacoby for this observation. 
15 Albert 0. Hirschman, foumgy: Toward Progreu (New York: Twentieth Century Fund, 1963), pp. 
1 16-138, attributes the failure ofself—assessmcnt in Colombia, at least prior to 1963, to these reasons.
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and evaluating his property, still seems to be the only approach possible for most finder— 
developed countries. The success of the system depends, however, on making the threat 
of having to sell at the declared value credible to all owners.“ 

A A government agency . 

One approach might be to create a government agency to buy (and resell) property of 
any size which it deemed to be grossly undervalued. Such an agency should be able either 
to produce substantial profits for the state or to frighten owners into making honest 
declarations—provided the“ agency has honest and efficient management. However, it 

would be hard to justify takihg such personnel from existing agencies, including the 
revenue service, where they are badly needed if defeloprnent plans are to succeed. 
The experience of many governments when real estate dealings are involved—includ- 

ing some U.S. cities—suggests also that such a'n agency might soon be corrupted. On 
the one hand, political pressure or bribery might be applied to force the manager to buy 
property on which values well over market prices had been declared; the owners would 
become rich, but the agency would soon be insolvent. On the other hand, landowners 
holding congressional seats or otherwise politically powerful might reason that no 
government employee would dare touch t/yeir lands, no matter how shamelessly under- 
valued. 
The weakest link in the government realty agency as an enforcement technique is 

precisely that it is part of the government, yet the appreciation of market value is essen- 
tially subjective and even in part intuitive. An employee who had been bribed or pressur- 
ed to buy or to ignore a specific property could not be detetted ; he would always be able 
to state that in his opinion the price was reasonably declared. Much thé same problem 
prevented ’control of the old systems of fiscal appraisers and inspectors who were 
supposed to make inspections and revise self—assessments upward as needed, even where 
vehicles and staff were available for field trips. \ 

B T be private .rmfor 
The remaining possibility, then, ,is somehowvto enlist help from the private sector. In 
centuries past, sovereigns often authorized individuals or companies to assess and/ or 
collect various kinds of taxes for a percentage of the revenue.“ In extreme cases the 
collectors were obliged to remit only a flat sum, keeping as profit everything additional 

16 Mr. John Copcs has suggested an alternative in corrrespondence over an earlier draft. Owner 
honesty would be obtained by threatening a stiff fine should subsequent professional assessment come up 

V 

with a value much higher than that declared. In Latin America,- at least, this would merely increase the 
vested interest of landowners in blocking reassessment; To put the new'values into effect, the govern- 
ment would have to condone the fines after all, as hardly anyone would take this sort of threat seriously, 
hence all would be affected. , 

\17 A variant of this system persisted in Peru until it was eliminated by President Belaunde in 1963. 
Collection was handled by a bank-owned enterprise for a percentage of taxes collected. The banks 
at times advanced money, at interest, against future receipts. Some critics believed that the banks already 
had the money in their rural offices and delayed in remittance in order to earn interest by lending the 
government what amounted to its own money. (Conversation in the Finance Ministry in early 1961). 
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they could'take from the taxpayers by fair means or foul. Such “tax farming” is hardly 
an acceptable solution in the middle of the zoth century, however. 

I I 

A far more promising suggestion was made by Arnold Harberger in 1.962, to the 
Santiago Conference on Fiscal Policy sponsored by the Organization of American 
States, Inter-American Development Bank, and the Economic Commission for Latin' 
America. Harberger suggested that the threat of purchase at tax value would become 
credible if private citizens, as well as the state, were allowed to buy real estate at the 
price declared by owners, plus some margin (say, 20%) of profit for the owner.” 
Participants in the conference generally rejected the idea, chiefly objecting to forced sale 
to another person even with a profit margin.” 

c Problem: inferred .ra/e _ 

Forced sale is generally accepted as a necessary evil when land is needed for public 
purposes; this has been extended to include the expropriation of land for urban renewal 
or agrarian reform, even though it is subsequently sold or given to other private citizens.20 
For “mere” under—declaration of taXes, however, forced sale seems to be excessive 
punishment, especially for owners who declare in good faith, but simply are ignorant of 
the current value of their property.21 

Harberger assumed implicitly that everyone ought to be perfectly happy to sell any of 
his property, to anyone, at any time, for some price, and that he should pay taxes on 
that price. Some critics defended the right of a man not even to consider at What price he 
would be willing to sell, when it is a matter of the family hOme for the last 5 generations. 
Most, however, felt that the tax should be based on the market value assuming a willing 
seller and an informed buyer, rather than on a value sufficiently higher to overcome the 
seller’s reluctance or inertia. They could have found a useful precedent, in the. fact that 
expropriation indemnities are often set explicitly at market value, ruling out sentimental 
and other non—market losses felt by owners.22 
One critic feared the “insecurity” which the system would cause owners, and another 

feared that investment would be greatly discouraged.23 The real problems here are 
Whether the system Will work if owners can somehow escape forced sale, and whether 

18 “Aspectos de una reforms. tribumtia para América Latina,” Documenloxy Aria: (Washington: Pan 
American Union, 1964), pp. I 83—185. 

' 
'

I 

I 9 The discussion is summarized in Datummtosy Am”, Ibid., pp. 1 97—204. 
20 Oliver Oldman, in a letter commenting on an earlier draft, pointed out that it would be “a vast 
extension of the public purpose notion to allow one private party to obtain another private party’s 
property for the purpose of assuring “good” property tax administration.” 
21 Readers who question whether most owners are really unaware of property values should bear in 
mind that many Latin American legislatures and judges are still reluctant to deal as harshly with willful 
income tax evaders as‘with pickpockets or chicken thieves. An unbounded presumption of good faith 
favors the solvent citizen. This is one more reason why other citizens may be more efficient tax enforcers 
than government employees and Ehe courts. 

I 

22 For example, in the Venezuelan Land Reform Law of March I 9; 1960, article 25 . 

23 Respectively, Carlos Matus and Ifigenia M. de Navarrete, Documentary Attax, op. cit, pp.193 and 
199. 
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improvements should be included in the property tax base at all.“ (Of course, if land 
titles are really uncertain, as with squatters or Indian communities, improvements are the 
only property that can be taxed at all.) 

If new buildings, etc., are to be tax cx‘empt during 5 years, for example, it would be 
necessary to require their declaration, with proof of cost. The owner would also declare 
the total price which he would want' to receive for the property, including improve- 
ments. The differences would be the value assigned the land ; this amount would be 
taxable, but any offer would have to include the entire, amount for land plus exempt im~ 
provements.25 One great advantage of self-assessment enforced by the market, however, 
is that it removes the complexities of depreciation policy from the valuation of improve—

‘ 

ments. The owner uses historic cost, replacement cost, or whatever he likes—but if he 
strays far below true current market value, an offer brings him back into line. 

D Other objection: 
Richard Goode observed at the Santiago Conference that landowner rights would be 
abused under Harberger’s scheme, because “insiders” would learn of proposed high- 
ways or other developments that would raise land prices in a given area and {vould buy 
up the land at present market values through the tax—enforcement mechanism.26 Insiders 
do this now, however. This objection falls in the class of those made by persons who 
reject the proposal not for any great defect as it stands, but because it faiils to solve 

unrelated problems which bother them. In this case, the real problem obviously is_to 
make sure that such windfall gains are instead collected by the community through 
betterment levies and capital gains taxes.27 
Another critic also, criticized Harbetger’s proposal as “apparently simple, but im- 

practical,” only to suggest that the state correct assessed values by raising them when a 

property was sold for a higher price.23 The critic’s alternative is certainly itself “simple, 
but impractical,” for transfer prices are notoriously underdeclared to evade transfer 
taxes in most countries.29 In addition, the haciehda owners who never sell any land, 

24 In my own opinion, improvements should be taxable, except for possible tempoxary exemption of 
truly low-rent housing meeting minimum quality standards, and major factory installations. Machinery 
and motor vehicles should be taxed; the former in part to offset a tendency to overmechanization in terms 
of social opportunity costs of labor and foreign exchange in Latin America. Licensing and credit are 
generally more effective than tax exemptions in stimulating and orienting investment. See, for instance, 
Albert Lauterbach “Government and Development: Managerial Attitudes in Latin America,” journal d 
Inlemmerimn Studiex, April, 1965, pp. 201-225 . 

25 There would, of course, be possible evasion through over-valuing of exempt improvements; these 
should perhaps be held to cost or book value as accepted under income tax depreciation rules. Also once 
the fiscal appraisers are caught upon other work, they could give first attention to ofiicial, definitive 
assessment of properties Whose owners claim large exemptions. See paragraph 50 below. 
.26 Dorm/1mm: j Atlas, 0}). £17., p. 201. 
27 A point on which Mr. Goode agrees completely. 
28 "Carlos Matus, Documentoxj Amy, up. tit. p. 193 . I 

29 Matus himself admits this; Ibid. In addition, as the exception that proves the rule, we might note 
Venezuela, where the absence of a transfer tax and the influence of recorded prices in fixing land reform 
compensation seems to lead to over-declaration! 
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transferring it only Within the family, by inheritance, would be immune from the 
system. 
Above all, this critic objected to anyone’s realizing a private profit from ending some- 

one else’s tax fraud; This thought appeared to disturb him more than the evasion itself.30 
Other remarks suggest that perhaps this critic was not even interested in achieving an 
effective property tax, because it would end a privilege of the rich which now can be 
pointed to as a reason for overthrowing the present form of political and economic 
organization. Just like the typical spokesmen for the rich, he insisted that assessments 
should not be fixed in any simple way, not by any one functionary, but rather by an 
entire commission, with various opportunities for owners to appeal to the'courts, ctc.31 
Yet most of those present at the conference agreed that this traditional system was not 
working in Latin America and had numerous flaws in richer countries able to afford 
large, well-equipped tax services. > 

E 71370100160, Iolutz'om' 

Even if we reject the strangely similar criticism of those motivated by a vested interest in 
private property—or in its elimination—there are still serious problems in Harberget’s 
scheme. Inevitably, there will be some citizens who do not Wish to sell their property 
now at any price. They might suffer forced sale even if they declare full market value, 
simply because someone dislikes them.32 They might also be subject to extortion by 
someone threatening to make an offer which would force them to move; 
As an alternative to forced sale, Nicholas Kaldor then proposed that owners be 

permitted to retain their properties after an offer, provided they accepted a new tax 
assessment even higher than the offer they rejectsd.33 Harberger reluctantly accepted this 
variation, provided owners were also fined, to discourage them from undervaluing until 
such an offer were made. However, he pointed out that the system would be weaker 
because it assured the owner that he could in some way escape forced sale and because 
the probable refusal of the owner to sell would eliminate all incentive to others to appraise 
the property and make an offer if it were declared for much less than the market value.34 

Thus we return to the question of “security” for property owners. Those who invoke 
it ‘most frequently seem, when pressed, little mollified when an escape is provided 
subject to a penalty. Apparently, and this is especially frequent among lawyers accustom— 
ed to defending Clients against tax authorities, What they really seek is “security” against 

30 Matus, lot. tit. 
3 I [bit]. 

3 2 Americans can visualize the use of the system by persons seeking to break, or to preserve, residential 
segregation by races. 
33 Dana/tertiary ACIIZJ‘, op. cit, p. 202. In all fairness, we must note that Kaldor, Harberger, and Matus. 
presented other substantial contributions to the Santiago meeting; this particular scheme was a relatively 
minor part of their respective participations. 
34 Ibid., p. 204. In his paper, Harberger also proposed that if adoption of his scheme were frustrated by‘ 
the “lawyers,” assessors could themselves be rewarded or fined accordmg to how closely their assess— 
ments came to the actual prices at which property was subsequently sold. But how to determine true; 
transfer prices? (See note 29 and corresponding text above.) 
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having to pay any significant tax on property. But the sécurity we seek is another kind: 
‘ 

security for the honest taxpayer, that others are also paying the taxes specified by law and 
that if their property is worth as much as his, they pay as much in taxes. And security for 
the finance minister, that he has an effgctive, just, practical revaluation, despite the well-- 

\ 

known deficiencies of his- tax service. If we can achieve this security, Without forcing 
‘ anyone actually to lose his property for false declaration, we are being merciful. But to 
‘ keep down the number of would-be tax evaders, we need a secure incentive for the 
i 

enforcers. This, then, will give the evader the final seCurity: that he will probably be 
‘ tripped up and suffer a fine. ~

. 

to be concluded in the next iuue)

V 
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WORLD TAX REVIEW 
GERMANY 
.DOCUMENTS 

VERLAGERUNG VON EINKUNFTEN UND VERMOGEN IN
I SOGENANNTE STEUEROASENLANDER 

(GLEICHLAUTENDER LANDERERLASZ) 
In dem Bericht der Bundesregienmg an den Deutschen Bundestag fiber die Wett- 
bewerbsverfiilschungen, die sich aus Sitzverlagerungen und aus dem zwischenstaat- 
lichen Steuergeffille ergeben k6nnen(Bundestagsdrucksache IV/ 2412)* ist bereits darauf 
hingewiescn, daB Einkommens- 11nd Vermégensverlagerungen in m'cdrig besteuemde 
Linder (,,OasenJéinder“) gegen das bestehende Recht verstoBen kénnen. Bei der Prfifung 
derartiger Fille bitte ich folgendes zu beachten:

I 

1. Wenn unbeschrinkt steuerpflichtige Einkommen oder Vermégen auf von ihnen 
abhingige Kapitalgesellschaften oder andcre selbst'alndige Rechtstrfiger in ,,Oasen lindern“ 
vcrlagern, so ist zu prfifcn, ob die Vertréige, Geschéiftsbeziehungen Oder Vermégensiiber- 
tragungen, so Wie sie geltend gemacht wetden, dem wahren Sachvcrhalt entsprechen. 

Die steuerliche Anerkennung ist z.B. 2u versagen, wean der ausl'alndische Rechtstréiger 
zu Lasten des unbeschr’éinkt Steuerpflichtigen Betrigc ethilt, ohne dafiir tatséichlich die 
wirtschaftliche Leistung zu erbringen, die nach den behaupteten Geschéiftsbeziehungen 
diesen Bettigen gegenfibersteht. In Betracht ,kornmen namentlich Fille, in dencn Ein- 
kaufs— ode: Verkaufsrechnungen fiber den auslfindischen Rechtstriger geleitet und von 
ihm mit einem Aufschlag umfakturiert werden, wobci in Wirklichkeit ein Leistungs- 
austausch zwischen dem unbeschr‘alnkt Steuerpflichtigen und dem ausl'alndischen Rechts- 
triger fchlt. Dies ist z.B. der Fall wenn der unbeschréinkt Steuerpflichtige alle Lasten 
und Risiken fibernimmt, die der ausléindischc Rechtstriger, wenn er wirklich Ein- odcr 
Verkiiufer Wiregzu tragen hitte. 
Gleiches gilt, soweit der unbeschrinkt Steuerpflichtige fiir Leistungen des auslindischen 
Rechtstrigers cine Gegenleistung etbringt, die fiber dem Entgelt liegt, das ein unbe- 
teiligter Dritter gewihren wfirde oder soweit der unbeschréinkt Steuerpflichtige fiir seine 
Leistungen an den auslindischen Rechtstr'éiger ein Entgclt erhiilt, das unter dem Entgelt 
eines unbeteiligten Dritten liegt. 

.

, 

Die steuerliche Anerkennung k211i) des weiteren schon der behaupteten Ubertragung von 
Vermégen‘s wertenund dimit dem Ubergahg der aus ihnen bezogenen Ertriige zu versagen 
scin, weil die Vermbgenswerte in Wirklichkeit im rechtlichen oder Wirtschaftlichen Eigen- 
tum (§ 11 Steueranpassungsgesetz) des unbeschtfinkt Steuetpflichtigen verblieben sind. 

Soweit hiemach den Dispositionen eines unbeschréinkt Steuerpflichtigen die steuer- 
liche Anerkennung zu versagen ist, gilt folgendes: 
Hat der Steuerpflichtige Betriebsausgaben geltend gemacht, so sind die Betrige als 

Kapitaufiihnmg an den auslfindischen Rechtstr’dget dem inléindischen Gewinn hinzu- 
* A translation of this Report has been published in Supplementary Service to European Taxation, 
Section D, December 1964. 
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Zurechnen, wenn die Betciligung an dem ausléindischcn Rechtstr‘alger zum inléndischen 
Betriebsvermégen gehért, oder als Privatentnahmen zu behar'ldeln, wenn die Beteiligung 
zum Privatvcrmégen gehért; Wird die Beteiligung von den Gesellschaftcrn ciner inkin- 
dischen Kapitalgcsellschaft gehalten, so sind die von dc): inléindischen Kapitalgesellschaft 
stammcnden Betrige als verdeckte Gewinnausschfittungen an die Gesellschafter anzu- 
selien. Verlagerte Vermégenswerte einschlieBlich dc: daraus bezogenen Einkfinftc sowie 
verlagerte Gcwinne sind dem Vermégen Oder Einkommen des unbcschréinkt Steuer- 
pflichtigén zuzurechnen. 

z Liegen die Voraussetzungen der Ziffer I nicht vor, so ist weiter zu priifen, ob ein 
MiBbrauch von Formen und Gestaltungsméglichkeiten des biirgerlichen Rechts gege— 
ben ist (§ 6 Steueranpassungsgesctz). Danach ist der Einschaltung des ausliindischéh 
Rechtstréigers die steuerliche Anerkennung zu versagen, wenn er keine wescntliche eige- 
né Wirtschaftliche Funktion hat, sondern sich vornchmlich als Stfitzpunkt fiir die Ver- 
lagcrung von Vermbgen oder Einkiinften ins Ausland darstellt. Solche auslindischen 
Rechtstriger werden vielfach als Oascngesellschaften, Domizilgesellschaften, inter- 

nationale Hilfsgesellschaften u.’a‘.. bezeichnet. 
Ob ein MiBbrauch vorliegt, kann nut nach den Umstfinden dcs Einzelfallcs entschieden 
werden. Die Spanne dcr méglichen Fallgestaltungcn ist dabei ausserordentlich weit'. Auf 
der» cinen \Seite stehen die Fille, in denen zum Beispiel unbeschrfinkt Steuerpflichtige in 
sogenannten Steueroasenléindem fiber beherrschte Gesellschaften Produktionstitig- 
keiten ausiiben; hier kann ein RechtsmiBbrauch sclbst dann nicht bejaht werden, wenn 
die Produktionstiitigkeit lediglich aus Griinden der geringeren Bestcuerung von Inland 
ins Ausland verlagcrt worden ist. Auf der anderen Scite stehen die Fille, in denen die 
wirtschaftliche Beziehung mit dem Inland in ihrem wesentlichen Gehalt unverfindert ‘ 

bleibt und daher die gewihlte, in das Oasenland ffihrende Rechtskonstruktion schon in 
sich so ungewéhnlich ist, dass der Rechtsmifibrauch oHenkundig ist. Das ist zum Bei— 
spiel anzunehmen, wenn ein unbeschrinkt Steucrpflichtiger dem von ihm beherrschten 
ausléindischen Rechtstriiger Patcnte Oder andere Schutzrechte fibertrz'igt Oder sic bei dic- 
sern entstehen liBt und selbst darauf Lizenzcn nimmt oder dem ausléndischen Rechts— 
triget Kapitalien zuffihrt und sich diese als Darlehen zurfickgewihren lifit; ihnh‘ch lie— 
gen die Fille, in denen in der Bundesrepublik anséissige Kfinstler als Angestellte ihres 
cigenen, beherrschten ausléindischen Rechtstrfigers auftreten. ’ 

W0 die Grenzen im Einzelfall liegcn, liBt sich nut aus cine: Gesamtwfirdigung des 
Sachverhalts und der angestrebten Ziele einerseits und der gewéhlten Rechtskonstruk— 
tion andererseits bcurteilen. So wird ein MiBbrauch in aller Regel zu bejahen sein, wean 
die ausléindische Gesellschaft, auf die aus dem Inland Vermégen fibertragen worden ist 
Oder in der dcr unbeschrinkt Steuerpflichtige Vermégen hilt, im wesentlichen nur die mit 
der Vermégenshaltung verbundene Titigkeit ausiibt. Ebenso liegt die Annahme eines 
MiBbrauchs nahe, wenn der bei Ein- Oder Verkaufsgeschiften zwischengeschaltete aus- 
lindische Recht'striger zwar die Stellung eines Ein— oder Verkfiufers hat, aber die rnit 
dem AbschluB und dcr Durchfiihrung dex: Geschéifte verbundenc Titigkeit nicht selbst 
ausiibt, sofern nicht schon nach dcr Gestaltung des Sachverhalts die Voraussetzungen 
des Abschnitts I Ziff. I als erfiillt anzusehen sind. ' 

36s



WORLD TAX REVIEW 

Vermégen und Einkiinfte Oder Gewinne, deren Verlagerung gemiB § 6 Steueranpas- 
sungsgesctz nicht anzuerkennen ist, sind dem unbcschrinkt Steuerpflichtigen, dessen 
Vérmbgen oder Einkommen dutch die Verlagering gemindert wurde, mit allen steuer— 
lichen Folgen zuzurechnen. Handelt es sich um nicht anzuerkennende Betriebsausgaben, 
so gclten die Ausffihrungen im letzten Absatz zfi ZiEer I entsprechend. 

. II 7 

Die dargelegten Rechtsgrundsitze verlangen cine sorgfiiltige und intensive Prfifung allcr 
in Bettacht kommenden Fille. Bei der Aufkléirung von Auslandsbeziehungen geht die 
Verpflichtung des Steuerpflichtigen nach dcr stfindjgen Rechtsprechung des Reichs- 
finanzhofs und Bundesfinanzhofs (RFH—Urteil vorn 30. Januar 19 30 — III A 370/29—, 
RStBl. 1930, 151; BFH—Urteil vom 7. April 1959 — I 2/58 S — BStBl. 1959 III, 233, und 
vom 13. Juli 1962. — VI 100/61 U —- BStBl. 1962 III, 428), zur Sachaufklfirung Weiter als 
bei der Pflicht zur Darlegung seiner inlindischen Geschiftsbeziehungen. Der Steuer- 
pflichtige darf seine Mitwirkung bei der Aufkléirung von TatsaChen, die nur von ihm 
aufgekléirt werden kénneh, nicht versagen (RFH—Urteil a.a.O.). Aus den Akten ersicht— 
liche oder dutch die Betriebspriifung festgestellte Tafsachcn, die nach der Lebenser— 
fahrung einen RfickschluB auf eincn bestimmten Sachverhalt gestatten, kénnen die 
Steuerbehérden als festgcstellt ansehen, wenn def Steuerpfh'chtige, fiber die beabsich— 
tigte Feststellung der Steuerbehéjrde unterrichtet, die Verhéiltnisse im Rahmen des Zu- 
mutbaren nicht anderweitig aufkléirt und notfalls glaubhaft macht (RFH a.a.O. sowic 
Urteil vom 9. Januar 1934 —— I A 344/32 — Reichsteuerblatt 1954 S. 382). Bci der Errnitfe 
lung eines Sachverhalts hat das Finanzarnt alle Beweisméglichkeiten auszuschépfen. 
Insbcsondere ist Von der Mbglichkeit Gebrauch zu machen, in Drittlfinder fiber Doppel— 
bestéuerungsabkommen oder Amts- und Rechtshilfevertriige die sachdienlichen Aus- 
kfinfte einzuholen. Falls bestehende Zweifel nicht auf andere Weiss auszurfiumen s'md, 
kann die Steuerbehérde verlangen, daB def Stcuerpflichtige die angegebenen Tat- 
sachcn an Eides Statt versichert I74 Abgabeordnung). Auskunftspcrsonen, die Anga— 
ben fiber die Beziehungcn zum Ausland machen kénnen, kénnen erfordeilichenfalls 
angchalten warden, die Wahrhéit ihrer Aussage dutch Eid zu bekréiftigen (§ 1 82 Abgabe— 
ordnung). Vor der Abgabe der cidesstattlichen Versichenmg bzw. des Eidcs sind die 
Steuerpflichtigen bzw. Auskunftspersonen fiber die strafrechtlichen Folgen zu belehren. 

III I 

Um cine Koordinierung der Ermittlungen zu erméglichen, sind alle Fille, ffir die dieser 
E11213 in Betracht kommt, der Bundeskartei ffir Auslandsbeziehungen beim Bundes— 
finanzministerium schon bei Bekanntwerdcn mitzuteilen.

V 

F5116 nach Abschhitt I 21561: 2 dieses Erlasses sind mix: V01: Entscheidung vorzulegen, 
um cine einheith'che Rechtsanwendung zu gewfihrleisten und Unterlagen ffir etwaige 
gesetzgeberische Mafinahmcn zu gewinnen. 

Dieser ErlaB ergeht im Einvernehmen mit dem Hcrm Bundesminister der Finanzen 
und den Herren Finanzministem (Finanzsenatoren) der Lander. 
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TAX TREATIES 

BOTSCHAFT DES BUNDESRATES 'AN DIE BUNDESVERSAMMLUNG 
fiBER DIE GENEHMIGUNG DES ZWISCHEN DER SCHWEIZ 

UND SCHWEDEN ABGESCHLOSSENEN ABKOMMENS 
ZUR VERMEIDUNG DER—DOPPELBESTEUERUNG AUF DEM 

GEBIETE DER STEUERN VOM EINKOMMEN UND VOM VERMéGEN 
(Vom 15. Juli 1965) 

Herr Prisident! 
Hochgeehtte Herrenl . 

Am 7. Mai 1965 ist in Stockholm ein Abkomrhen zwischen der Schweizerischen Eid- 
gendssens'chaft und dem Kénigreich Schweden zur Vermeidung der Doppelbesteuerung 
auf dem Gebiete der Steuern vom Einkommen und vom Vermégen unterzeichnet 
worden. Wit beehren uns, Ihnen dieses Abkommen, das dasjenigc vom 16. Oktober 
1948 ersetzen Wird, 'hiermit zur Genehmigung zu unterbreiten. ’ 

I. Vorgeschichte 

1. Die Schweiz' hat mit dem Kénigreich Schweden am 16. Oktober 1948 zwei Doppel— 
besteuerungsabkommen abgeschlossen, pines auf dem Gebiete der Steuem vom Ein- 
kommen und vom Vermégen (As 1949, 437), das andere auf dém Gebiete der Erb- 
schaftssteuern (AS 1949, 449). Beide Abkommen stehen seit 1949 in Kraft und haben sich 
fiir die Schweiz bewéihrt. Schweden dagegen zeigte sich schon bald nach Abschluss des 
Einkommens- und Vermégenssteuerabkommens, das als erstes schweizerisches Abkom- 
men auch cine gegenseitige Entlastung von den QueHensteuern auf Einkiinften aus be- 
weglichem Kapitalvermégen vorsah, von der getroffenen Regelung insoweit nicht be- 
friedigt, als ein Staat seine Quellensteuer nut dann (teilweise) erstatten muss, wenn auch 
der andere Staat Ertriignisse gleicher Art ebenfalls der Besteuerung an der Quelle unter— 
wirft (sog. Reziprozitéitsvorbehalt). Da Schweden Zinsen nicht an der Quelle besteuert, 
erhalten in Schweden anséissige Gléubiger schweizerischer Zinsen keine Entlastung von 
der eidgenéssischen Verrechnungssteuer. Nachdem die Schweiz in ihren nach 1948 ab— 

' géschlossenen Doppelbesteuerungsabkommen den sogenannten Reziprozit§t§vorbehalt 
eingeschrankt bzw. fallengelassen hatte und auch Staaten, die keine Quellensteuer ef- 
heben, cine teilweise Rfickerstattung der Verrechnungssteuer zugestand waren schwe- 
dische Revisionsbegehren zu erwarten. .

y 

2. Schweden schlug deshalb im April 1961 die Aufnahme von Revisionsverhandlun- 
gen vor. Auf Grund der Ergebnisse von Urnfragen der Eidgenéssischen Steuerverwal— 
tung vom Januar I95 2 und Mai 1961 bei den kantonalen Finanzdirektoren und den in_- 
teressierten Wirtschaftsverbéinden wurdg: diesem Begehren grundsitzlich zugestimmt. 
Die Revisionsverhandlungen sollten sich nach schweizerischer Auflassung nicht nur auf 
die Frage der Rfickerstattung der eidgenéssischen Verrechnungssteuet von schweize— 
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rischen Zinsen erstrecken, sondern auch dazu beniitzt werden, die beiden Abkommen 
der neueren schweizerischen Vertragspraxis anzupassen und fiber gewissc schweize- 
rische Begehren Zu diskutieren, die seinerzeit unberficksichtigt geblieben waren. Bei der 
Revision sollte zudem auch den Arbeiten des Fiskalkomitees der Organisation fiir Euro- 
péiische Wirtschaftliche Zusammenétbcit, der heutigen Organisation ffir Wirtschaftliche 
Zusammenarbeit Imd Entwicklung (OECD) Rechnung getragen warden. 

II. Gang der Verhandlungen 

I. Am 11. und 12. Juli 1963 fanden in Bern schweizerisch—schwedische Vorbespre- 
chungen fiber die Revision des Einkommens- und Vermégenssteuerabkommens statt. 
Eine allfillige Revision des Erbschaftssteuerabkommens Wild in einem spiteren Zeit- 
punkt vorgcnornmen. 

Die schwedische Delegation bezeichnete von Anfang an die drei nachstehenden 
Postulate als Hauptziele der Verhandlungcn: 
a. Beseitigung der unter dem bestehenden Abkornmen noch vorhandenen Fine von 

Doppelbesteuerung; 
b. Anpassung des Abkommens an den OECD-Mustervertrag ; 

[. Erschwerung der Steuerfiucht aus Schweden in die Schweiz. 
Die schweizerischen Vertreter stimmten den beiden ersten Postulaten zu. Zum dritten 

bemerkten sie, dass der Schweiz aus der Tatsache des relativ niedrigen Steuerniveaus 
kein Vorwurf gemacht warden kénne. Urn zu verhindern, dass auslindische Steuer— 
pflichtige das zur Schweiz bestehende Steuergeféille ausniitzen und die schweizerischen 
Doppelbesteuerungsabkommen missbrauchen, habe irn fibrigen der Bundesrat bereits 
am 14. Dezcmber 1962 (AS 1962, 1622) Massnahmen ergriffen. 
Uber die auf der Grundlage des OECD-Mustervertrages geffihrten Vorbesprechungen 

vom 196 5, die cine teilweise Einigung ergaben, abet verschiedene Wichtige Fragen 
(Austausch von Informationen, Héhe dcs Quellensteuerabzuges bei Dividenden und 
Zinsen, Massnahmen zur Erschwerung der Steuerflucht aus Schweden in die Schweiz) 
ofimfiessen, hat das Finanz— und Zolldepartement am 9. Dezember 1963 den Kantons- 
regierungen, der Konferenz der kantonalen Finanzdirektorcn und den am Abschluss 
von Doppélbesteuerungsabkommen interessierten Wirtschaftsverbénden Bericht er- 
stattet. . 

2. Die schwedische Delegation untcrbreitete im Februar 1964 einen neuen Abkom- 
mensentwurf, der vom 9. bis I I . Juni 1964 in Bern besprochen wurde. Dabei gelang zwar 
cine Einigung fiber den Quellensteuersatz von Zinsen (auf 5 Prozent). Beim Quellen- 
steuersatz von nicht im Holdingverhiltnis gezahlten Dividenden dagegen beharrten die 
schwedische (15 Prozent) find die schweizerische Delegation (Beibchaltung des Satzcs 
von 5 Prozent) nach Wie vor auf ihren Standpunkten. Beziiglich des Information saustau— 
Sches erklirte die schwedische Delegation ihren Vcrzicht auf die Einfiigung einer Be- 
stimmung in das Abkommen, sofern die Schweiz in der Frage der Erschwerung der 
Steuerflucht aus Schweden in die Schweiz ein Entgegenkommen zeige. 
Mit Kreisschreiben vom 2. Juli 1964 gab das Finanz- und Zolldepartement den Re— 

gierungen der Kantone, der Konferenz der kantonalen Finanzdirektoren und den am 
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'Abschluss von Doppelbesteueruhgsabkommen interessierten Wiitschaftsverbéinden 
Kenntnis vom Ergebnis der Besprechungen vom Juni 1964. » 

3. In der dritten und letzten Verhandlungsphase, die vom 29. Oktober bis 2. Novem- 
ber 1964 in Stockholm stattfand, konnte in allcn ofl'enen Fragen Einigung erreicht wer- 
den. Schweden akzeptierte schliesslich bei Dividenden einen einheitlichen Quellen— 
steuersatz von 5 Prozent, also gleich Wie irn bestehenden Abkommen. Zur Erschwerung 
der Steuerflucht aus Schweden in die Schweiz erkléirte sich die schweizerische Delega- 
tion bereit, in das Abkommen cine besondere Bestimmung (vgl. Art. 25, Abs. 2) auf— 
zunehmen, die jedoch so begrenzt ist, dass keine angestammten schweizerischen Inte- 
ressen vcrletzt werden. 

4. Der Abkornmensentwurf wurde von den Dclegationschefs am 2. November 1964 
paraphiert. Gleichzeitig unterzeichneten die Delegationschefs é’in Verhandlungs- und 
Paraphierungsprotokoll, dessen Zifl'er 5 folgendes festhéillt: 

"Zn: Frage des von der schwcdischen Delegation zur Diskussion gestellten AuJ'lamcIJe: mm Informa- 
Iianen vertrat die schweizetische Delegation die Auffassung, dass der Zweck eines Doppelbesteuergngs- 
abkommens in der Vermeidung der internationalen Doppclbesteuemng besteht und dass die ffir dig 
richtige Anwendung und die Vermeidung des Missbrauchs eines Abkommens benétigten Informationen 
schon auf Grund der bestehenden Bestimmungen fiber das Verstéindigungsverfahren, fiber die Dutch- 
ffihtung der Begrenzung der im Quellenstaat auf Dividenden und Zinsen erhobenen Steuern usw. aus- 
getauscht werdcn kénnten. Eine bcsondere Bestimmung fiber den Austausch von Informationen sci 
deshalb entbehrlich; denn selbst cine ausdrfickliche Bestimmung kénnte wegen des Zwecks des Abkom- 
mens nur den Austausch von Informationen vorsehen, die zur richtigen Anwendung und zur Vermei— 
dung der missbréiuchlichen Inanspruchnahme eines Abkommens notwendig sind. Die :schwedische 
Delegation hat diese Erkliirung zur Kcnntnis genommen und auf cine besondere Bestimmung fiber den 
Austausch von Informationen verzichtet. Sic Wfirdigte den Umstand, dass die Schweiz dutch den Erlass 
des Bundesratsbeschlusses vom I4. Dezember I 962 Massnahmen gegen die ungerechtfertigte Inanspruch- 
nahme von Doppelbesteuerungsabkommen gettofien hat und dass auch die im Rahmen_von Artikel IO 
Absatz 2 und I 1 Absatz 2 des Abkommens zwischen den zustindigen Behijrden abzuschlicssende Verein- 
'barung fiber die Durchfiihrung dc: Begrenzung der beiderseitigen Quellensteuern vorsieht, dass sich die 
Eidgenéssische Steuetvetwaltung und das schwedische Finanzministerium gegenseitig in der Verhinde 
rung missbréiuchlicher Steuerentlastungen unterstfitzen.” 

- 5. Das neue Abkommen ist am 7.4Mai 1 965 in Stockholm unterzeichnet worden. 

III. Erlfiuterungen zu den einzelnen Bestimmungen des Abkommens 

Das Abkommen folgt als erstes schweizcrisches Abkommen dem OECD—Mustervertrag 
vom Juli 196 3. Das im bestehenden Abkommen enthaltene Schlussprotokoll ist deshalb 
weggefallen. Da der OECD-Mustervertrag weitgehend die von der Schweiz von jeher ffir 
die Vermeidung der internationalen Doppelbesteuerung vertretenen Grundsitze ver« 
Wirklicht, stimmt das Abkommcn trotz abweichender Formulierung inhaltlich zur 
Hauptsache mit dem bestehenden Abkommen fiberein ; auf wescntliche Anderungen 
werden Wit in den Erklirungen zu den betreffenden Bestimmungen besonders hinweisen. 
Der CECE-Mustervertrag ist nicht unverindert vom neuen schweizerisch-schwedi- 

schen Doppelbesteuerungsabkommen rezipiert worden. So fehlt, aus den unter Ziffer II, 
4, 'hievor angegebcnen Grfinden, der Artikel fiber den Austausch von Informationen. 
Ferner sind aus dem bestehenden Abkommen einige Bestimmungen, die sich im schwei— 
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zerisch-schwedischen Verhiltnis bewihrt haben, in das neue Abkomrnen fibernommen 
wordqn (2.13. Art. 2, Abs. 4; Art. 4, Abs. 4; Art. 14, Abs. 1). Das Abkommen cnthiilt 
auch einige neue Bestimmungen, die weder aus dem OECD—Mustcrvertrag noch aus dem 
bestehenden Abkommen stammen (z.B. Art. 18, Satz 2; Art. 19, Abs. 2*; Art. 20; Art. 21; 

‘ Art. 25, Abs. 2, 4, 5, 7). Unter den zuletzt genatmten Bestimmungen sind besonders 
diejenige fiber die Erschwerung der Steuerflucht aus Schweden in die Schweiz (Art. 25, 
Abs. 2) und diejenige fiber die Gewihrung einer Entlastung von den schweizcrischen 
Steuern ffir die in Schweden an der Quelle besteucrten Dividenden und Zinsen (Art. 2;, 
Abs. 7) hervoizuheben. 

Abschnitt I: Geltungsbereich d'es Abkommgns 
A R T I K E L I : Perxé'nlz'c/Jer Geltungxbereic}; 

In Ubereinstimmung mit der heutigcn allgemeinen und der schweizcrischen Vertrags- 
praxis findet das Abkommen Anwendung auf alle Personen, die in einem Vertragsstaat 
Oder in beiden Vertragsstaatcn ansissig sind, ohnc Rficksicht auf deren Staatsangehérig- 
keit. 

A RTI KEL 2: Um‘er dax Abkommenfal/ende Steuerfl 
I. Hervorzuheben ist, dass das Abkommen nicht nut fiir alle (bestehenden und kfinf— 

tigen, staatlichen und kommunalen) ordentlichen, sondern auch fiir alle ausserordent— 
lichen Steuern vom Einkommen und vom Vermégen gilt (Abs. 2). 

2. Neu unter das Abkommen fallen folgende schwedische Steuern (Abs. 3, Buchst. a): 
4. Die Seemannssteuer (Ziff. I). Dies ist eine seit 1959 erhobene Quellcnsteuer auf 

Arbeitseinkfinften von nicht in Schweden wohnhaften Seeleuten, die auf schwedischen 
Schien Dienst leisten. Der Steuersatz betrfigt 15 Prozent. Die Quellensteuer ersetzt die 
ordentliche staatliche Einkommenssteuer. Wenn der Seemann nachweisen kann, dass er 
ffir diese Einkfinfte in einem anderen Staat besteuert wird, so Wird die Quellensteuer 
nicht ethoben. 

17. Die Abgabe auf besonderen Vorteilen und Gerechtigkeiten (Ziff. 2). lb: unterliegen 
Auslinder Oder im Ausland niedergelassene schwedische Staatsangehérige, die in 

Schweden éfl'cntlichc Vorstellungen geben oder an solchen mitwirken, fiir ihre Ein— 
kfinfte aus diesen Vorstellungen. Die Steuer, deren Satz zo Prozent betréigt, wird im 
Abzugsweg erhoben. Der Abzug gilt als Vorauszahlung an die nachtriglich im Veran— 
lagungsverfahren festzusetzende Einkommenssteuer.

' 

5. Die Sondersteuer von Aktiengesellschaften aus Ausschfittungen bei Kapitalhet— 
absetzung (Ziff. 5). $16 trifl't die Vergfitungen, die cine Aktiengesellschaft anléisslich 
der Liquidation Oder ciner Kapitalherabsetzung an ihre- Aktionire ausrichtet. Stcuer- 
Schuldner ist die Aktiengesellschaft. Die Vergiitungen gelten nicht als Dividenden und 
werden bei den Aktionfiren nicht besteuert. Wohnt ein Aktioniir in der Schweiz, so 

' unterliegt die ihm zufliessende Vergiitung regelmissig den schweizerischen Einkom- 
menssteuern. Dieselbe Vergfitung wird somit einmal bei der schwedischen Aktiengesell— 
schaft und alsdann beim schweizerischen Aktionir besteuert. Weil die schwedischc 
Sondersteuer nun unter das Abkomrnen fillt, kénnen solche, nach den bisherigen Er- 
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fahrungeti sch; selterie Fille/von.Doppelbesteuerung im Verstfindigungsvcrfahren nach I 

Artike127, Absatz 5 geregelf werden. 
5. Die Sondersteuer von Aktiengesellschaften bei Nichtausschfittung vorhandener 

Gewinne (Abs. 3, Buchst. a, Ziff. 3) entspricht der im bestehenden Abkommen (Anlage r 

1, Buchst. d) aufgeffihrten Ersatzsteuer. Sic findet insbesondere auf Familiengesellschaf— 
ten Anwendung, die keine Gewinnausschfittung vomehmen und kann grundsitzlich 
mit der amerikanischen personal holding company tax verglichen wcrden. Der Steuer- 
satz betrigt 25 Prozent des nichtausgeschiitteten Gewinns. 

4. Die irn geltenden Abkommen (Anlage I, Buchst. e) _erwihnte schWedische Wald- 3 

pflegeabgabe wird nicht mehr erhobcn. 
5. Wie im bestehenden Abkommcn sind die schwedischen Sondersteuern und die 

- eidgenéssische Verrechnungssteuer auf Gewinnen aus Lotterien und Wetten vom sach—I 
'lichen Geltungsbercich des Abkommens ausgeschlossen (Abs. 4). 

Abéchnitt II: Definitionen 

A R T I K E L 3 : Allge‘meme Dazfim'z‘z'onen 

‘ 

1. Der vorliegende Artikel'cnthéflt éinige aflgemeine Bestimmungen, die ffir die Aus- 
leguhg der im Abkommen verwendetcn Ausdrficke notwendig sind. Es ist abet zu be- 
achten, dass verschiedene wichtige Ausdriicke in anderen Artikeln des Abkommcns cr- 
lfiutert werden, so_ 2.B. ,,ansissige Person“ und ,,BettieBsstitte“ in den Artikcln 4 und 5, 
,,unbewegliches Vermégen“, ,,Dividenden“, ,,Zinsen“, ,,Lizenzgebfihren“ in den Ar-

' 

tikeln 6 und 10—12. ‘ 

2. Der Ausdtuck ,,Person“ (Abst. I, Buchst. b) umfassf natiirliche Pers'onen; Gesell- 
schaften und alle anderen Personenvereinigungen. Aus der Definition des Ausdrucks 
,,Gesellschaft“ (Abs 1, Buchst. c) folgt, dass der Ausdruck ,,Person“ auch Rechtstrfiget 
(z.B. Stiftungen, Anstalten) umfasst, die, ohne Personenvereinigungen zu sein, fiir die 
Bcsteuerung wie juristische Personen behandelt werden. 

3. Der Ausdruck ,,Gesellschaft“ (Abs. 1, Buchst. :) wird insonderheit in den Artikeln 
5, Absatz 6, IO und I7 verwendet. 

V

. 

4. Absatz 2 enthiilt'eine allgerneine Auslegungsregel. Sie wird eingeschrinkt dutch ’ 

die als lex specialis aniusehende Auslegungsregel in Absatz 2 des Artikels 6 fiber die 
Einkfinfte aus imbeweglichem Vermégen. 

A R T I K E L 4 : Slayer/faker Wobmitg 
1. Der Wohn‘sitz éines Steuerpflichtigen bestimmt sich zuetst nach dem internen , 

I 

Steuerrecht der beiden Vertragéstaaten (Abs. 1). Erst wenn danach ein Wohnsiti sowohl 
in der Schweiz als auch in Schweden gegeben ist, finden die in Absatz 2 angefiihrten 

' Kriterien Anwendung. Bei den Kérperschaften und Anstalten (Abs. 3) Wild dabci nichf 
mehr_— Wie nach dem bestehenden Abkommen —— auf den Sitz, sondern; gleich wie bei ’ 

den Stiftungen, auf den Ort der tatsichlichen Geschfiftsleitung abgestellt. Der Ort der 
tatsichlichen Gcschéiftsleitung ist auch bei den Personengesellschaften mass gebend (Abs. 
3)- 

2. Die Regel im bestehenden Abkomrnen fiber den Zeitpunkt dés Aufhérens der 

\ 37I



CONVENTION BETWEEN SWEDEN AND SWITZERLAND 
Steuerpfljcht in dem Vertragsstaat, in dem 'der Wohnsitz aufgegeben worden ist, wurde 
beibehalten (Abs. 4). 

A R T I K E L 5 : Betrz'ebmfd‘lte
/ 

1. Dutch die Ubernahme des entsprechenden Musterartikels der OECD wurde der 
Begriflr der Betriebsst'a'tte gegenfiber dem bestehenden Abkomrhen insoweit einge- 
schriinkt, als Einkaufsstellen (Abs. 3, Buchst. d) und die Titigkeit eines blossen Einkaufs-' 
agenten (Abs. 4) fiir das vertretene Unternehmen keine Betriebsstéitte begrfinden. Des- 
gleichen Wird cine Betriebsstéitte nicht mehr angenommen, wean ein Unternehmen cinen 
Vermittlungsagénten mjt Warenlager unterhéilt (Abs. 4, in Verbindung mit Abs. 3).

I 

2. Nicht ins Abkomrnen fibernommen wurde die in Absatz 3, Buchstabe e des 
OECD-Musterartikels enthaltene B'estimmung, wonach nicht als Betriebsstitte gilt ,,eine 
feSte Geschiiftseinrichtung, die ausschliesslich zu dem Zweck unterhalten Wird, fiir das 
Unternehrnen zu werben, Informationen zu erteilen, wissenschaftliche Forschung zu 
betreibcn oder} iihnliche Titigkeiten auszufiben, die vorbereitender Art sind ode: cine 
Hilfstéitigkeit darstellen“. Damit warden solche Geschiftseinrichtungen nicht automa- 
tisch zu Betriebsstfitten; jedoch sind Zweifelsféille im Lichte den: Generalklausel (Abs. 1) 
gegebenenfalls im Verstéindigungsverfahren zu fiberprfifen und zu kléiren. 

Abschnitt III: Besteuerung des Einkomméns 
A RT I KEL 6 : Eiflkfiflfle am unbeweg/irbem Vermo'gm 

I. Einkiinfte aus unbeweglichem Vermégen kénnen ~ Wie nach dem bestehenden 
Abkommen — in dem Vertragsstaat besteucrt wezden, in dem dieses Vermégen liegt 
(Abs. 1). Was 2115 unbewegliches Vermégen anzusehen ist, bestimmt sich nach der lex 
rei sitae (Abs. 2). Damit werden Auslegungsschwierigkeiten dariiber, ob ein Vermé- 
genswert oder ein Recht als unbewegliches Vermégen zu gelten hat, vermieden. Absatz 
z zéihlt aber einzelne Vermégenswerte und Rechte auf, die stets bzw. nie als unbeweg- 
liches Vermégen zu behandeln sind. Auf Einkiinfte aus Forderungen, die dutch unbe- 
wegliches Vermégen gesichert sind, findet Artikel 1 I Anwendung. 

2. Dem Staate der gelegenen Sache steht das Besteuerungsrecht ohne Riicksicht auf 
~ die Art dcr Nutzung’des unbeweglichen Vermégens zu (Abs. 3). Die Absitze 3 und 4 
stellen ferner klar, class die Bestimmungen des Artikels 6 nicht nut fiir Einkiinfte aus 
land— und forstwirtschaftlichen Betrieben, sondern auch fiir Einkfinfte aus unbewegli— 
chem Vermégen gewerbljcher Untemehmcn sowie ffir Einkiinfte aus unbeweglichem 
Vermégen gelten, das der Ausfibung eines freien Berufes dient. 

A R T I K E L 7 : Unteme/mzemgewime 
I. Gewinne cines Unternehmens eines Vertragsstaates unterliegen wie bisher‘ den 

Steuern des anderen Vertragsstaates nur dann, wenn das Unternehmen im anderen 
Vertragsstaat cine Betriebsstéitte hat (Abs. 1). Ih einem solchen Fall kann der andere 
Vertragsstaat den Teil des Gewizms des Untemehmens besteuern, der der in seinem 
Gebiet gclegenen Betriebsstéitte zuzurechnen ist. Der eincr Betriebsstitte zuzurechncnde 
Gewinn Wird grundséitzlich nach der direkten Methode errnittelt (Abs. 2 und 3). D215 
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Abkommen léisst abet ausdriicklich auch die indirekte Gewinfiermittlungsmethode zu, 
'Wenn das Ergebnis mit den Grundsitzen des Artikels 7 fibereinstimmt, Wird die indirekv 
‘te Methode angewendet, so kann ein Voraus von héchstens IO Pgozent zugunsten des 
Sitzes des Unternehmcns in Rechnung gestcllt werden (Abs. 4). 

2. In Fortffihrung der bisherigen vertraglichen Ordnung und in Ergéinzung des 
OECD-Mustcrartikels sieht Absatz 5 fiir die Ermittlung der Gewinne der Betriebsstittcn 
'von Versicherungsunternehmen ausschliesslich die indirekte Methode (unter Ausschluss 
jeder Koeffizientcnmethode) vor. Als Schliissel fiir die Aufteilung des gesamten Gewinns 
des Unternehmens gilt das Verhiiltnis der Rohprfimieneinnahmen der betrcffendeh Be- 
triebsstitte zu den gesamten Rohpréimieneinnahmen des Unternehmens, wobei dem 
Sitz, entsprechend Absatz 4, von dem Absatz 5 einen besonderen AnwendUngsfall dar-’ 

stellt, ebenfalls ein Voraus von héchstens IO Prozent zuerkannt warden kann. I 

3. Auf Grund des blossen Einkaufs von Gfitern Oder Watch fiir das Unternehmen 
Wird ciner Betriebsstitte kein Gewinn zugerechnet (Abs. 6). Diese Bestimmung stellt die 
notwendige Erginzung zu Artikel 5, Absatz 3, Buchstabe d dar, wonach Einkaufsstellen 
nicht als Betriebsstéitten gelten. ' 

A R T I K E L 8 : Seenbifla/t and Lufzfabrt 

1. Das Besteuerungsgecht fiir Gewinne aus dem Betrieb von Seéschiflen undV’Lufte 
fahrzeugen im internationalen Verkehr steht ausschliesslich dem Vertragsstaat zu, in defn 
sich der Ort der tatséichlichen Geschfiftsleitung des Unternehmcns befindet (Abs. 1). 

Unter Betrieb im internationalen Vcrkehr ist jeder Betrieb von Seeschiffen Oder Luft- 
fahrzeugen zu verstehen,'der sich fiber mehr als ein Land erstrcckt, ohne Riicksicht auf 
die Zahl der Orte, die in einem bestimmten Land angelaufen oder angeflogen werden. 

2. Gemiss fibereinstimmender Auffassung der beiden Vertragsstaaten gilt der Ort der 
tatsiichlichen Geschiftsleitung auch als Steuerort ffir Gewinne aus der Beteiligung an 
einem Pool, einer gemeinsamcn Betriebsorganisation Oder einer internationalen Be- 
'triebsk6rperschaft (Abs. 2). 

A R T I K E L 9 : Verbundene Untemebmen 
Dieser Artikel befasst sich mit verbundenen Untemehmen, d. h. mit Mutter-' und 

Tochtergesellschaften sowie mit Gesellschaftcn unter gemeinsamer Kontrolle. Er sieht ' 

vor, dass in diesen Fallen die Steuerbehérdeg eines Vertragsstaates zur Steuerermittlung 
die Bficher dcs Unternehmens berichtigen dfirfen, wenn diese wegen der besondcren 
Beziehungen zwischen den Untcrnehmen die tatsichlich in diesem Staat entstandenen 
steuerlichen Gewinne nicht ausweisen (z. B. bei verdeckten Gewinnausschiittungen). 

A RT I KEL I o, I I UND I 2: Diuidenden; Zimen zmd Lizenzgebz'ibren 
_I. Die Besteuerung der Dividenden und Zinsen im Quellenstaat ist auf 5 Prozcnt des 

Bruttobctrages begrenzt; die diesen Betrag fibersteigende Steuer Wird auf Antrag zu- 
rfickerstattet (Art. 10 und II). Nach dem bestehenden Abkommen — das den Stcuerab- 
zug _von Ertrignissen beweglichen Kapitalvermégens im QueHenstaat ebenfalls auf 5 

Prozent des Kapitalertrages begrenzt — hingt die Rfickerstattung der Quellensteuer des 
einen Staates davon ab, dass der andere Staat, der Wohnsitzstaat des Empfaingers der 
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Kapitalettréige, Ertriignisse gleicher Art ebenfalls der Besteuerung an der Quelle unter— 
Wirft; dies hatte zur F olge, dass schwedisehe Glfiubiger Schweizerischer Zinsen die darauf 
verfallene Verrechnungssteuer nicht zuriickfordern konnten. Dieser sog. Reziprozitfits~ 
vorbehalt ist aufgehoben. Dadurch erféhrt der Anspruch auf Entlastung von dcr Quellen- 
stcuer im Vergleich zu bisher cine Erweiterung nicht nur bezfiglich Zinsen, sondern 
auch mit Bezug auf Einkfinfte aus Anteilen an einer schwcizeri§chen GmbH, aus schwei- 
zerischen Genusscheinen und Griinderanteilen sowie mit Bczug auf schweizerische 
Gratisaktien und Liquidationsgewinne (Art. I o). 

2. Die ausschliessliche Besteuerung der Lizenzgebiihren im Wohnsitzstaat des Emp- 
ffingers entspricht der bisherigen Regelung (Art. I 2). 

A RTI K E L 1 3 : Gewz'mze am der Verizmermgg yon Vermé‘gen 
1. Das Recht zur Besteuerung der Veréiusserungsgewinne steht dem Staate zu, der 

vor der Veréiusserung berechtigt war, sowohl den Vermégenswert als auch die Ein- 
kiinfte daraus zu besteuern. Ein Gewinn aus der Veriusserung eines Vermégenswertes 
Wird, ohne Rficksicht darauf, ob dieser Gewinn einen Véréiusserungsgewinn Oder einen 
Unternehmensgcwinn darstellt, in dem selben Staate besteuert. 

2. ,,,Verfiusserung von Vefmégen“ umfasst insbesondere Gewinne aus dem Verkauf 
Oder dem Tausch —- auch aus einer Teilveriusserung — von Vermégenswctten, der Ent- 
eignung, der Einbringung in eine Gesellschaft und dem Verkauf von Rechten. 

3. Der in Absatz 2 verwendete Ausdruck ,,bewegliches Vermégen” urnfasst Vermé- 
gen jeder Art mit Ausnahme des unter Absatz I fallenden unbeweglichen Vermégens. 
Dazu gehéren auch immaterielle Vermégenswette, Wie der Firmenwert (Goodwill), 
Lizenzrechte u. dgl. Die Gewinne aus der Vcrfiusserung solcher Vermégenswerte kén— 
nen in dem Staate besteuert werden, in dem die Betriebsstitte odcr die feste Einrichtung 
liegt; dies stimmt mit den Regeln fiber die Besteuerung der Unternehmensgewinne (Art. 
7) und der Einkfinfte aus selbstindiger Arbeit (Art. 15) fiberein. Eine Ausnahme von 
dieser Regel gilt ffir im intemationalen Verkehr eingesctzte Seeschiffe und Luftfahr— 
zeuge sowie ffir das dem Betrieb dieser Schiffe und Luftfahrzeuge dienende bewegliche 
Vermégen. Gewinne aus' der Veriusserung solchen Vermégens kénnen nut in dem 
Staat besteuert werden, in dem sich die tats ichliche Geschéiftsleitung des VUnternehméns 
befindet, das diese Schiffe und Luftfahrzeuge betreibt. Diese Regel steht im Einklang 
'mit Artikel 8 fiber die Besteuerung der Gewinne aus der Seeschiffahrt und Luftfahrt und 
mit Artikel 24, Absatz 5 fiber die Besteuerung des Vermégens. 

4. Die Regel, dass Gewinne aus der Veréiusserung von in den Abséitzen 1 und 2 dieses 
Artikels nicht genanntcn Vermégenswerten nur im Wohnsitzstaat des Veriiusserers be- 
steuert warden kénnen. (Abs. 3), stimrnt mit Artikel 24, Absatz 4 fiber die Besteuexung 
des Vermégens fiberein. Unter diese Regel fallen insbesondere Gewinne aus der Ver- 
iusserung von Anteilen an einer Kapitalgesellschaft, von Obligationen oder blhnlichen 
Wertpapieren. 

A RT; K E L I 4 : [Eu/Jamie Erbubzzften : Perxonmgexellxclmftm 
I. Die Bestimmung fiber die Bestcuerung ruhender Erbschaften (Abs. 1) wurde aus 

dem bestehenden Abkommen fibernommen. Sie ist auf die Regelung im schwedjschen 

574



CONVENTION BETWEEN SWEDEN AND SWITZERLAND 

Steuerrecht zurfickzuffihren, nach der cine unverteilte (ruhend'e) Erbschaft als solche 
sowohl ffir das Einkorhmen, das der Erblasser hatte, Wie auch ffir das Einkommen, das 
dem Nachlass nach scinem Tode zufliesst, besteuert wird; die unvcrteilte Erbschaft wird 
in stcuerlicher Hinsicht als schwedische juristische Person betrachtet, wenn der Erblasser 
zux; Zeit seines Todes in Schwedcn Wohnsitz odcr stéindigen Aufenthalt gehabt hat, 
andernfalls als ausléindischc juristische Person. Die Bestimmung findet auch auf die 
Steuem derjenigen schweizerischen Kantone Anwendung, die unverteilte Erbschaften 
als Steuersubjckte behandeln. 

2. Ein in Schweden ansissiger Teilhaber ciner schweizerischen Personengesell- 
schaft untersteht insoweit der schweizerischen Steucrhoheit. Schweden kann jedoch den 
in seinem Gebiet anséissigen Teilhaber ffir schwedische Einkiinfte der schweizerischen 
Personengesellschaft, ffir welche diese nach dem Abkommen Anspruch auf Entlastung 
(Befreiung oder Ermfissigung) von der schwedischen Steuer hat, besteuern, muss aber 
die schweizerischen Stefiern gemiss Artikel 25, Absatz I an seine Steuern anrechncn 
(Abs. 2). 

ARTI KEVL 1 5 BIS 1 8: Eiflkiinfz‘e am Arbez’t 
I. Einkz‘infz‘e am einemfrez’m Bmtf oder am Jomtz'ger xelbstz‘z'ndz'ger T dug/{mt ibfl/z'cber Art 

(Art. I 5) sind grundsfitzlich im Wohnsitzstaat zu besteucrn und kénnen, wie bisher, nur 
damn im andern Vertragsstaat besteuert werden, wenn der Steuefpflichtige dort ffir die 
Ausfibung seiner Titigkeit regclmissig fiber cine feste Einrichtung verfiigt und die Ein— 
kfinfte dieser fasten Einrichtung zugerechnet werden kénnen. Einkfinfte von selbsté'mdi- 
gen Kfinstlcrn und Sportlem dagegen warden gemiss Artikel I8 stets am Arbeitsort 
besteuert (vgl. Zifl'. 4, hienach). _ 

2. Eiflkfinfz‘e am umelbxtdndzger Arbeit (Art. 16) kénnen, wie bisher, in dem Vertrags 
staat besteuert wérden, in dem die Arbeit ausgefibt wird. Von dieser Regel gibt es zwei 

\ Ausnahmen: 
a. Hfilt sich ein Arbeitnehmer im Staat, in dem er die Arbeit verrichtet, nut voriiber- 

'gehend auf, so kénnen seine Ar‘beitseinkfinfte unter bestimmten Voraussetzungen nut in 
dem Vertragsstaat besteuert warden, in dem er ansiissig ist (Abs. 2). Diese Voraussetzun— 
gen sind zum Teil enger gefasst 2115 im bestehenden Abkommen, in dem der voriiber- 
gehende Aufenthalt I83 Tage irn Steuerjahr nicht fibersteigen, der Arbeitgeber im 
Aufenthaltsstaat nicht ansiissig sein und die Arbeitsvergfitungen weder von einer Be— 
triebsstitte noch von einer festen Einrichtung des Arbeitsgeber im Staatc des Arbeitsor- 
tes getragen warden dfirfen. v 

Diese Ausnahmebestimmung gilt nicht ffir die Einkiinfte von Kfinstlem und Sport- 
lem; sie werden nach Artikel 1 8 besteuert (vgl. 215. 4, hienach). ' 

b. Einkfinfte aus unselbstindiger Arbeit an Bord eines Seeschiffcs oder Luftfahrzeuges 
im internationalen Verkehr kéjnnen in dem Vertragsstaat besteuert warden, in dem sich 
der Ort der tatsichlichen Geschfiftsleitung des Unternehmens befindet (Abs. 3). Diese 
Neuerung entspricht moderner schweizerischer Vertragspraxis. 

5. Aufiitbz‘xratx— um! Verumtmgxraz‘wergfimngen (Art. 17) kénnen in dem Ve'rtragéstaat 
besteuert werdcn, in dem die zahlende Gesellschaft anséissig ist, d.h. den Ort ihrer Ge- 
schéiftsleitung hat. Vergfitungen fiir Dienstleistungefi, welche Mitglieder des Aufsichts- 
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oder Veiwaltungsrates in anderer Eigenschaft beziehen, werden nach Wie vor entweder 
néch Artikel 15 Oder nach Artikel I 6 besteucrt. 

4; Einkfinfte 11M berufxmélrnen 8526mm, Film-, Rumb’umé— oder Fermebkiiml/em, M mike”: 
oder Sport/em (Art. 18) aus ihrer in dieser Eigenschaft persénlich ausgefibten Titigkeit 
kénnen in dem Vertragsstaat besteuertvwerden, in dem sie diese Titigkeit ausiiben‘. Dies 
gilt, ungeachtet des Umstandes, ob der Kfinstler oder Sportler selbstfindig oder un- 
selbstéindig titig oder von einem Arbeitgeber im andern Staat angestcllt ist.'Im lctzteren 
Falle kann der Staat, in dem der Kiinstler auftritt, sowohl diesen ffir die Einkfinfte, die 
er von seinem Arbeitgeber ffir sein Auftreten erhfilt als auch den Atbeitgeber selbst ffir 
die diesem aus dem Auftreten zufliessenden Einkfinfte besteuern (Art. 18, Satz 2). Damit 
soll sichergestellt werden, dass der Vertragsstaat, in dem der Kfinstler oder Sportler 
titig ist, die Vergfitungen, die ihren Grund in der persénh'chen T'altigkeit des Kfinstlcrs 
Oder Sportlers haben, auch dann V011 nach seinem nationalen Steuerrecht besteuem kann, 
wenn der Kfinstler oder Sportler in einem Anstellungsverhiiltnis zu einem auslfindischen 
Arbeitgeber steht. - 

A R T I K E L I 9 : Rubegebd‘lter 

I . Ruhegehiltef, die auf Grund einer frfiheren Anstellung bei cinem privaten Arbeit- 
geber gezahlt werden, kénnen wie bisher nur im Wohnsitzstaat des Empfiingers be- 
steuert werden (Abs. 1). 

2. Leistungen der schwedischen Sozialvcrsicherung (Allgerneine Volkspension und 
Zusatzpension) an cine in der Schweiz ansissige Person kénnen sowohl in der Schweiz 
als auch in Schweden besteuert werden. Jedoch muss Schwcden die schweizerischen 
Steuern, die auf diese Leistungen entfallen, gemiss Artikel 25, Absatz 4 an seine Steuern 
antechnefi (Abs. 2); damit wird cine effektive Doppelbesteuerung Vermicden. Diese 

- Sonderordnung hat ihren Grund im Umstand, dass die Beitréige an die schwedische 
Sozialversicherung fiberwiegend vom Arbeitgeber bczahlt werden und bei ihm steuer- 
lich voll absetzbar sind. Lebt der Leistungsempfinger in der Schweiz, so ginge Schwe- 
den ohne diese Bestimmung jedes Steueranspruches verlustig. 

A R T I K E L 2 o : Oflefltlitb—recbt/it/Je Vergfitungen 

I. OEentlich—rechtliche Vergiitungen ffir gegenwfirtig erbrachte Dienste kénneh nut 
in dem Vertragsstaat besteuert warden, aus dem sic stammen, wenn sic an einen Staats- 
angehérigen dieses Vertragsstaates gezahlt warden. 

a. Offentlich—rechtlichc Vergiitungen, die aus der Schweiz an einen in Schweden ti— 
tigen schweizerischen Staatsangehérigen gezahlt werden, kénnen nur in der Schweiz 
besteuert werden. Schweden muss diese Vergfitungen von der Besteuerung ausnchmen, 
kann sic aber bei der Festsetzung des auf die fibrigen Einkfinfte anwendbaren Steuersat- 
zes in Rechnung stellen (Art. 25, Abs. 1). Davon profitieren 23. die schweizerischen An- 
gestelltcn der schweizerischcn Verkehrszentrale in Stoekholm. Fliessen die Vergiitungen 
aus dcr Schweiz an einen in Schweden téitigen Angehérigen eines anderen Staates, so

I 

steht das Besteuerungsrecht Schwcden zu, cs sci denn, dass der Empfinger seinen Wohn- 
sitz in der Schweiz hat und sich nur vorfibergehend in Schweden aufhilt (Art. 16, Abs. 
2). Die schwedischen Angestellten dcr schweizerischen Verkehrszentral in Stockholm 
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haben deshalb inskfinftig ihre Salire in Schweden zu versteuem; sic kénnen dagegen der 
schwedischen Sozialversicherung beitreten, was nicht méglich war, solange ihre ’Saléire 
hach dem bestehenden Abkommen in Schweden steuerfrei waren. 

17. ‘Offentlich-rechtliche Vergfitungen, die aus Schweden an eincn in der Schweiz tfiti— 
gen schwedischen Staatsangehéxigen gezahlt werden, kénnen nut in Schwedcnvbestcu- 
crt werden. Die Schweiz muss diese Vergiitungen von der Besteuerung ausnehmen, 
kann sic abet bei der Festsetzung des auf die fibrigen Einkfinfte anwendbaren Steuer— 
satzes in Rechnung stellcn (Art. 25, Abs. 6). Fliessen die Vergfitungen nus Schweden an 
einen in der Schweiz tfitigen Angehérigen eines anderen Staates, so steht das Besteue— 
rungsrecht der Schweiz zu, es sei denn, dass der Empfinger seinen Wohnsitz in Schwe— 
den hat und sich nut votfibergehend in der Schweiz aufhéilt (Art. .16, Abs. 2). 

2. OHentlich-rechtliche Vergiitungen ffir friiher erbrachte Dienste (Pensionen usW.) 
kénnen nut in dem Vertragsstaat besteuert werden, aus dem sic stammen, wenn sie an 
einen Staatsangehérigen dieses Vertragsstaates gezahlt warden. Fliessen die Vergiitun- 
gen an ejnen Angehérigen eines anderen Staates, so steht das Bestcuerungstccht dem 
Vertgagsstaat zu, in dem der Empf'alngei: ansissig ist (Art. 19, Abs. 1). 

ARTIKEL z I: Rem‘m 
Nach dieser Bestimmung kénnen Renten nut in dem Vettragsstaat besteuert werdeh, 

in dcm der Empfingcr anséissig ist. Dies entspricht stindiger schweizerischer Vertrags— 
praxis. 

ARTIKEL 22: Studentm 
1. Zahlungen, die ein Student, Lehrling oder Pratikant ffir seinen Unterhalt, sein 

Studium oder seine Ausbildung erhfilt, werden in dem Vertmgsstaat, in dem er sich 
zum Studium =oder zur Ausbildung aufhéilt, nicht besteuert, wenn die Zahlungen aus 
Quellen ausserhalb des Aufenthaltsstaates starrimen (Abs. 1). Voraussetzung ffir die 
Steuerbefreiung im Aufenthaltsstaat ist nicht mehr, Wie im bestchenden Abkommen, dass 
die Zahlungen von Angehérigen, Stipendienfonds oder iihnlichen Einrichtungen mit 

‘ Wohnsitz irn andem Vertragsstaat erfolgen; es genfigt, wenn die Zahlungen aus irgend- 
einer Quelle ausserhalb des Aufenthaltsstaates stammen. 

2. Vergiitungen, die ein Student, der in einem Vertragsstaat studiert, ffir seine IOO 
Tage im Steuerjahr nicht fibersteigende praktische Ausbildungstitigkeit in dem anderen 
Vertragsstaaf crhéilt, Werden in dem anderen Vertragsstaat nicht besteuert (Abs, 2). 

Diese wcitere Ausnahme von Grundsatz der Bestcuerung der Einkfinfteiaus unselbstin— 
diger Titigkeit am Arbeitsort $011 den Aufenthalt von jungen Studenten zum Erwerb 
praktischer Erfahru'ngen und Kenntnisse im Ausland erleichtern. Ahnliche Regelungen 
gelten bereits mit Bezug auf Osterreich, Finnland, die Vereinigten Staaten u_nd Pakistan. 

ARTI KEL 2 3 : Nicbt amdrz‘icklz'tb eru/iz'bnte Eimézbzfte
\ 

Die Zuteilung des ausschliesslichen Besteuerungsrechts ffir die in den vorstehenden 
Arti‘keln dieses Abkommens nicht ausdriicklich erWéihnten Einkiinfte an den Vertrags- 
staat, in dem der Empfinger ansfissig ist, cntspricht dc; bisherigen Regelung (General- 
klausel). 

: ’ 
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Abschnitt IV: Besteuerung des Vermfigens 

ARTIKEL 24 
I. Die Regeln fiber die Besteuerung des Vermégens folgen denen fiber die Be- 

steuemng der Einkfinfte: ' -

' 

a. ffir unbewegliches Vermégen gilt die lex rei sitac (Abs. 1); 
b. bewegliches Betriebsvermégen Oder bewegliches Vermégen, das zu einer der_ Aus- 

fibung eines freien Berufs dicnenden festen Einrichtung gehért, kann in dem Ver— 
tragsstaat bevsteuert werden, in dem sich die Betriebsstéitte Oder die feste Einrichtung 
befindet (Abs. 2);

V 

cf Seeschiffe und'Luftfahrzeuge und das ihrcm Betrieb dienende bewegliche Vermbgen 
kénnen nut in dem Vertragsstaat besteuert werden, in dem sich der Ort der tatséichli- 
Chen Geschiftsleitung des Unternehrnens befi‘ndet (Abs. 5); 

d. 2.116 andern Vetmbgensteile kénncn nut in dem Vertragsstaat besteuert werden, in 
dem die Person anséissig ist, der sic gehéren (Abs. 4). 
2. Entsteht im Falls vo'n beweglichem Vermbgen, das mit einem Nutznjessungsrecht 

belastet ist, infolge von unterschiedlichen Bestimmungen im schweizerischen und 
schwedischen Steuerrecht cine Doppelbesteuerung, so ist dieser Fall irn Verstindigungs- 
verfahren (Art. 27) zu kl'alren. 

Abschnitt V: [Methoden zur Vermeidung der Doppelbesteuerung 

ARTIKEL 25 
1. Im Gegensatz zur Schweiz, die die Methode der Steuerbefreiung anwendet (Abs. 

6), befolgt Schweden die sog. Steueranrechnung. Eine in Schweden ansissige Person 
bleibt mithin auch ffir Einkiinfte und Vermégensteile, die nach dem Abkomrnen in det 
Schweiz besteuert warden kénnen, den schwedischen Steuern unterworfen: Schweden

' 

muss jedoch die auf diesen Einkfinften und Vermégensteilcn in der Schweiz gezahlten 
Steuern vom Einkommen und Vermégen an seine eigenen Steuern anrechnen (Abs. 1, 

Unterabs. I). r 

Der Betrag der sthweizerischen Steuern, deren Anrechnung an die schwedischen 
Steuern von einer in Schweden ansissigen Person verlangt werden kann, darf den Teil 

' 

der schwcdischen Steuern nicht fibersteigen, der auf die betrcffenden Einkiinfte und 
Vermégensteile entféillt (Abs. 3). 

' 2. Bezieht ein in Schweden ansissigér schwcizerischer Staatsangehériger aus der 
Schweiz éflentlich—rechtliche Vergfitungen (einschliesslich Ruhegehilter) im Sinne von 
Artikel 20, so nimmt Schweden diese Vergfitungen von der Besteuerung aus Schweden 
kann abet diese Vergfitungen bei der Festsctzung des Steuersatzes, der auf das fibrige 
Einkornmen dieser Person Anwendung findet, in Rechnung stellcn (Abs. 1, Unterabs. 2). 

3. Natfirliche Personen, die ihren Wohnsitz aus Schweden in die Schweiz verlegt 
haben, kt’mnen von den schwedischgn Steuerbehérden weiterhin als in Schweden an- 
sissig betrachtet und entsprechend besteuert werden, wenn sic nicht nachweisen, dass sie_ 
den Mittelpunkt jhrer Lebensinteressen tats‘zlchlich in die Schwciz verlegt haben (Abs. 2). 
Diese Bestimmung soll es Schweden erméglichen, die im inncrstaatlichen Recht einzu— 
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ffihrendén 'Massnahmen zur Erschwerung der Steuerflucht aus Schwedcn ins Ausland 
‘auch unter dem neucn Abkommen mit der Schwciz durchzufiihren; ohne cine entspre- 
chende Bestimmung Wire nach Artikcl 4 nur der W’ohnsitz in def Schweiz massgebend. 
Die Tragwcite dieser Sondcrbestimmung konnte schweizerischerseits in verschiedener 
Hinsicht begrenzt warden: einmal findet sic nur Anwendung auf schwedische und in 

' 

keinem Fall auf schweizerische Staatsangehérige, und zudem nut au'f solche schwedische 
Biirger, die seit nicht mehr als drci Jahren aus Schweden weggezogen sind. Sind scit dem 
Wegzug aus Schweden drei Jahre vergangen, so fillt ein schwedisches Besteuerungsrecht 
auf Grund eincs weiterbestchenden schwedisehen Wohnsitzes dahin. Dutch Absatz 2 

Wini die schweizerische Steuerhoheit nicht eingeschréinkt, vielmehr hat Schweden zur 
Vermeidung einer Doppelbesteuerung die Einkommens— und Vermégenssteuern, die in 
der Schweiz von hie: ansissigen Personen voll erhoben werden ké‘mnen, an seine eigenen 
Steuern anzurechnen. Hervorzuheben ist, dass‘schon nach internem schwedischem Recht 
keine Besteuerung eintritt, wenn der weggezogene Steuerpflichtige nachweisen kann, 
dass‘ er den Mittelpunkt seiner Lebensintcressen tatséichlich von Schweden nach der 
'Schweiz verlcgt hat. Ausserdam soll nach dem Verhandlungs- und Paraphierungsproto- 
koll vom 2. November 1964 (Zifi'. 4) die in Absatz 2 vorbehaltene interne schwedische 
Gesetzgebimg normalerweise erst auf solche schwedische Staatsangehérige angewendet 
warden, die den Wohnsitz nach dem 31. Dezember 1965, jcdoch nicht vor dem Inkraft- 
treten der neuén schwedischen Gesetzgebung, aus Schweden nach der Schweiz Verlegt 
haben. 

4. Leistungen der schwedischen Sozialversicherung an cine in der Schweiz anséissige
- 

Person unterliegen grundsfitzlich der schweizerischen Steuerhoheit. Da solche Leistun— 
gen auf Gtund vdn Attikel 19, Absatz z abet auch in Schweden besteuert werden kén- V 

nen, Wird cine allffilh'ge Doppelbesteuerung dadurch vermieden, dass Schweden die auf 
diesen. Leistungen bezahlten schwcizerischen Steuern an seine Steuern antechnet. Der 
anzurechnende Betrag ist jedoch begrenzt auf den Teil der schwedischen Steuern, der 
auf diese Leistungen entféllt (Abs. 4). 

5. Weil das Schachtelprivileg nach internem schwedischem Steuerrecht nut fiir V 

schwedische Dividenden gilt, verffigt Absatz 5 seine Ausdehnung auf Dividenden, die 
cine in der Schweiz ansiissige Tochtergesellschaft an cine in Schweden ansissige Mutter- 
gesellschaft zahlt, aber immerhin mit verschiedenen Einschréinkungen (Abs. 5, Satz 2). 
Diese sollen verhindern, dass GeWime, die nut zu einem kleinen Teil Oder fiberhaupt 
nicht aus einer kaufmfinnischen Oder gewerblichen Titigkeit in der Schweiz herriihren, 
bei der schwedischen Gesellschaft steuerfrei sind. 

6. Einkfinfte (ausgenommen Dividenden und Zinsen) und Vermégensteile cine: in 
der Schweizv ansfissigen Person, die nach dem Abkommen in Schweden besteuert warden 
kénnen, nimmt die Schwciz von der Besteuerung aus; diese Einkfinfte und Vermégens— 
teile kénnen aber bei der Festsetzung des auf das fibrige Einkommen und Vermégen 
anwendbaren Steuersatzes in Rechnung gestellt werden (Methods der Steuerbefreiung 
mit Progressionsvorbehalt; Abs. 6). Dagegen ist die Schweiz nicht verpflichtet, Ein- 
kfinfte und Vermégensteile eines in der Schweiz ansfissigen schwedischen Staatsange— 
hérigen von der Besteuerung auszunehmen, wenn diese Einkiinfte und Vermégensteile 
auf Grund von Artikel 2 5 , Absatz 2 in Schwedén besteuert werden kénnen (Abs. 6). - 
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7. Da die Pflicht zur Steuerbefreiung nach Absatz 6 nicht gilt fiir schwedischc DiviA 
denden und Zimen, die von Schweden mit ciner Quellenstcuer von maximal 5 Prozent 
belastet werden kénnen (Art. IO, Abs. 2, und I 1, Abs. 2), diese Kapitalertrignjsse mithin, 
unbeschadet der verbleibenden schwedischen Vorbelastung an der Quelle, der schwei- 
zerischen Einkommenssteuer unterliegen, hat sich die Schweiz in Absatz 7 verpflichtet, 
dcr dadurch entstehenden Doppelbesteuerung als Wohnsitzstaat des Ertragsglfiubigers 
dutch cine angemessenc Entlastung Rechnung zu tragen. Diese Neuerung im schweizc- 
rischen Vertragsrecht entspticht cine: im OECD-Mustervertrag enthaltenen Empfehlun g; 
die bisher von der Schweiz in diesen Fallen praktizierte Nettobesteuerung (Abzug def 
nach Abkommen verbleibenden auslindischen Quellensteuer vom Bruttobetrag) aus- 
léindischer Dividenden und Zinsen genfigt nicht zur Beseitigung der Doppelbesteue- 
rung. Der Bundesrat Wird, in Ausffihrung des Bundesbeschlusses vom 22. Juni 19 5: 
fiber die Durchffihrung von zwischenstaatlichen_Abkornmen des Bundes zur Vermei— 
dung der Doppelbesteuerung (AS 1951, 889) dariiber entscheiden, welche der drei in 
Absatz 7 vorgesehenen Entlastungsméglichkeiten im Verhéiltnis zu Schweden Anwen— 
dung finden soll (Steueranrechnung, pauschalc Stcuererméissigung, teilweise Steuerbe- 
freiung). 

Abschnitt VI: Besondere Bestimmungen 
A R T I K E L z 6 : G/eicbbeband/ung 

Der Artikel fiber die Gleichbehandlung will, als wertvolle Ergfinzung des Abkom- 
mens, cine steuerliche Diskrimhicrung, die an die Staatsangehérigkeit oder an anderc 
fihnliche Grfinde anknfipft, ausschliessen. Der Schutz vor einer solchen Diskriminierung 
ist sehr umféssend und gilt nicht nur ffir die unter das Abkornmen fallenden, sondem 
auch fiir alle andern von den beiden Vertragsstaaten crhobenen Steuern. 

VA R T I K E L 2 7 : Ventz‘z’rzdzgungwerfabrm 
I. Das Verstfindigungsverfahren kann nicht nur zur Beseitigung cine: Effektiven, 

sondem auch cine: virtuellen Doppelbesteuerung angerufen werden (Abs. 1 und 5). Der 
Meinungsaustausch zwischen den zustfindigen Behérden der Vertragsstaaten kann 
schtiftlich (Abs. 2) Oder mfindlich in einér Kommission (Abs. 4), die aus Vertretern die— 
ser Behérden besteht, erfolgen, wenn dies fiir die Herbeifiihrung einet Einigung zweck- 
missig erscheint. 

2. Die im Schlussprotokoll zurn bestehenden Abkommen enthaltene Bestimmung, 
wonach der Steuerpflichtige die Einleitung des Verstindigungsverfahrens in der Regel 
innert Jahresfrist nach Ablauf des Kalenderjahres, in dem er Kenntnis vorn Bestehen. 
cine: Doppelbesteuerung erhaltcn hat, beantragen muss, ist im neuen Abkommen zwar 
nicht mehr zu finden ; dennoch ist diese Verhaltensregel von den Steuerpflichtigen waiter- 
hin zu beachten. - 

A R T I KE L 2 8 : Dip/omafiube 101d ,éomulariM/Je Beamte 
I. Nach dem bestehenden Abkommen haben die diplomatischen und konsularischen 

Beamten des einen Vertragsstaates, die im mdercn Vertragsstaat Oder im Drittausland. 
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residieren, keinen Anspruch auf Rfickerstattung der Quellensteuern von Dividenden 
und Zinsen dutch dyed andern Vertragsstaat, da sic nicht als im Entsendestaat wohnhaft 
angesehen werden und cine besondere Bestimm‘ung fehlt. Dicser unbefriedigende Zu— 
stand Wird nun dutch Absatz 3 beseitigt; danach geltcn Angehérige cine: diplomatischen 
oder konsularischen Vertretung, die ein Vertragsstaat im andem Vertragsstaat odcr in 
einem dritten Staat unterhfilt, 2115. im Entsendestaat ansissig — und damit als rfickerstat- 
mngsberechtigt — wenn sic die Staatsangehérigkcit des Entsendestaates besitzen und 
dort zu den Steuern vom Einkommen und vom Vermégen wie in diesem Staat anséissige 
Personen herangezogen warden. 

2. Urn unerwiinschte Steuervorteile zu verhindern, schliesst Absatz 4 die zwischen— 
staatlichen Organisationen, ihrc Organe oder Beamten sowie Angehérige diplomatischer 
Oder konsularischer Vertretungen eines dritten Staates, die in einem Ventragsstaat an- 
Wesend sind, aber'in keinem der beiden Vertragsstaatcn fiir Zwecke -der Steuem vomv 
Einkommen und Vermégen als dort anséissig behandelt werden, vom Anwendungs— 
bereich des Abkommens aus. 

Abschnitt VII: Schlussbestimmungen ‘ 

A R T I K E L 2 9 :, Iflkr'afttreten 
1. Das Abkornmen frit’; mit dem Austausch der Ratifikationsurkunden in Kraft; seine 

Bestimmungen finden erstmals Anwendung in dcr Schweiz auf das Steuerjahr‘1967 und 
in Schweden auf die Einkfinfte, die im Jahre I966 erzielt werden sowie auf die staatliche 
Vermégenssteuer, die Gegenstand der Veranlagfing’ des Jahres 1967 bildet (Abs. 2). 

2, Das Einkommens— und Vermbgenssteuerabkommen vom 16. Okto'ber 1948 wird, 
unter Vorbehalt der nachfolgenden Ziffer 3, dutch dieses Abkommen aufgehoben; es 
findet letztmals Anwendung in der Schweiz auf das Steuerjahr I966 und in Schweden auf

( 

die Einkfinfte, die im Jahre 196 5 erzielt warden, sowie auf die staatliche Vermégens- 
stcuer, die Gegcnstand der Veranlagung des Jahres I966 bildet (Abs. 5, I. Satz). 

3. Das Einkommens- und Vermdgenssteuerabkommen vom 16. Oktober 1948 gilt 
weiterhin ffir die Anw‘endung des am glcichen Tag abgeschlossenen Erbschaftssteuer— 
abkommens, das dutch disses Abkomrnen in keiner Weise berfihrt wird (Abs. 3, 2; v 

Satz). 

A RT I K E L 3 o : Amxerkraftz‘rez‘m 

Dieses Abkommen bleibt in Kraft, solange es nicht von einem der Vertragsstaaten 
gekfindigt worden ist. Eine Kfindigung ist erstmals méglich auf Ende des Jahres 1969,

> 

unter Einhaltung einer Frist von mindestens 6 Monaten. Die letztmalige Anwendung 
des Abkomrnens ist entsprechend den Bestirnmungen fiber die erstmalige Anwendung 
(Art. 29, Abs. 2) geregclt. » 

Das vorliegende Abkommen hat seine verfassungsméissige Grundlage in Artikel 8 der 
Bundesvcrfassung, nach welchem dem Bund das Recht zusteht, Staatsvertrige mit dem 
Ausland abzuschliessen. Der Beschluss fiber die Genehmigung des Abkommens fillt 
nach Artikel 8 5 , Zifler 5 der Bundesverfassung in die Zustiindigkeit der Bundesversamm— 
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lung. Das Abkommen ist zwar auf unbestimmte Dauer abgeschlossen, kaxin a'be; nach 
dem Jahre I968, unter Einhaltung éiner Frist von mindestcns 6 Monaten, zum Ende 
jedes Kalenderjahxes gekfindigt werden. Der Genehmigungsbeschluss unterliegt deshalb 
nicht dem Staatsvertragsreferendum nach Artikel 89, Absatz 4 der Bundesverfassung. 

Das vorliegende Abkommen ist das erste schweizeriscHe Abkommen, dem der OECD- 
Mustervertrag von I§63 zugrunde gelegt worden ist. Die mit dem Abkommen vor- 
genornmene Revision des Einkomrnens- und Vermbgenssteuerabkommens mit Schwe- 
den von 1948 hat die Zustimmung der Kantonc und' der grossen Mehrheit der interes- 
‘sierten Kreise der schweizerischen Wiitschaft gefunden. Wit beantragen Ihnen deshalb, 
das Abkommen durch Annahme des beiliegenden Entwurfs zu eincm Bundesbeschluss 
zu genehmigen. 
Wit beniitzen auch diesen Anlass, urn Sie, Herr Prfisident, hochgeehtte Hetrea, unse- 

rer vollkommencn Hochachtung zu versichern. 

Bern, den 13. 1965. 
Im Namen des. Schweizerischen Bundesrates, 

Der Bundespréisident: 
Tschudi 

Der Bundeskanzler 
Ch. Oser 

ABKOMMEN ZWISCHEN DER SCHWEIZERISCHEN EIDGENOSSENSCHAFT UND 
DEM KéNIGREICH SCHWEDEN ZUR VERMEIDUNG DER 

DOPPELBESTEUERUNG AUF D‘EM GEBIETE DER STEUERN VOM 
EINKOMMEN UND VOM VERMijGEN 

Der Schweizérische Bundesrat und die 
Regierung des Kénigreichs Schwedcn, 
vom Wunsch geleitct, ein Abkommen zur 
Vermeidung der Doppelbesteuerung auf 
dem Gebiete der Steuem vom Einkom- 
men und vom Vermégen abzuschliessen, 
haben zu diesern Zweck zu ihrem Bevoll- 
mfichtigten‘emannt: ' 

Der Schweizerische Bundésmt: 
Herrn Ffirsprecher Egbert dc Graffen— 

ried, Botschafter der Schweizerischen 
Eidgenossensehaft in Stockholm, 

Die Regierung des Kénigreichs Schwe- 
den: 

Herrn Torsten Nilsson, Minister ffilr 

Auswfirtig’c Angelegenheiten, die, nach- 
dem sie sich ihre Vollmachten mitgeteilt 
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_und diese in gutet und gehériger Form be- 
funden, folgendes vereinbart haben: 

Abschnitt I: 
Geltungsbereich‘ der Abkommens 

A R T I K E L I 

Perso'hlz'rber Geltungxlaérez'c/J 

Diese Abkommen gilt ffir Personen, die 
in einem Vertragstaat oder in beiden Ver- 
tragstaaten ansissig sind. . 

ARTIKEL 2 
" 

.Um‘er dalr Abkammwfallmde Stemm 
I. Dieses Abkommen gilt, ohne Rfick- 

sicht auf die Art der Erhebung, ffir Steu-
I 

em vom Einkommen und vom Vermégen, 
die ffir Rechnuhg eines der beiden Ver—
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tragssta'aten,‘seiner politischen Unterab- 
teilungen oder seiner lokalen Kérper~ 
schaften erhoben warden.

I 

z. Als Steuern vom .Einkommen 11nd 
vom Vermégen gclten (alle ordentlichen 
und ausscrordcntlichcn Stcuem, die vom 
Gesamteinkommen, vom Gesamtverrné-r 
gen oder von Teilen des Einkommens 
Oder des Vermégens erhoben warden, cin— 
schlicsslich der Steuern vorn Gcwinn aus 
der Verfiusserung bewcghebeg Oder unbe~ 
weglichen Vermégens, dc: Lohnsummen— 
steuern sowie dcr Steuern vom Vermé- 
genszuwachs. 

5. Zn den zur Zeit bestehenden Steuern, 
ffir die das Abkommende gehéren ins— 
besondere 

V a. in Schweden: 
(I) die staatliche Einkommensteuer, cin— 

' schlicsslich der Seemannsteuer. und 
der Couponstcuer; 

(2) die Abgabe auf besondere Vorteile 
‘ und Gerechtigkeiten (bevillningsav— 

giftema f6r sirskilda férmaner och 
Iittighetcr) ; 

(3) die Sondersteuern von Aktienge-. 
sellschaften bei Nichtausschfittung 
vorhandener Gewinne (ersfittnings- 
skatten) und aqusschfittungen bei 
Kapitalherabsetzung (utskiftnings— 
skatten); 

(4) die kommunale Einko'rnrnensteuer 
(den kommunala inkomstskatten); 
und .

‘ 

(5) die staatliche Vermégensteuer 
~ (im folgenden als ,,schwediscne 

Steuer“ bezeichnet); 
17 in der Schweiz: 
die von Bund, Kantonen und Gemeinden 
erhobenenSteuem ‘ 

I

- 

(I) vom Einkommen (Gesamteinkom- 
~ ’men, Erwerbseinkommcn, Vermé- 

gensertrag, Geschfiftsertmg,' Kapi— 
talgew inn usw.) und -

'

\ 

(2) vom Vermégeh (Gesar'ntvetmégen, 
bewcglichcs und unbeweglichcs Vet~ 
mégen,’ Geschiftsvermégen, Kapital 
und Rescrvcn usw.) 

_ 

(im folgenden als ,,schweizerische 
Steuer“ bezeichnet). 

4. Das Abkommen gilt nicht 
a in Schwedcn: ffir die Sondersteuern auf 
Gewinnen von Lotterien und Wetten; 
b in dcr Schweiz: ffir die an der Quclle er— 

I‘ 

hobene eidgenéssi sche Vcrrechnungs—steu- 
er von Lotteriegewinnen. ' 

5.VDas Abkommcn gilt auch ffir alle 
Stcuern gleicher Oder ihhlichér Art, die 
kiinftig neben den zur Zeit bestehenden 
Steuern oder an deren Stellc erhoben wet- 
den. Die zustfindigen Behérden der Ver- 
tragstaatcn teilen einander am’ Ende eines 
jeden Jahres die in ihren Steuergesetzen 
eingetretenen Anderungen mit. 

Abschnitt II: 
Definitionen 

A R T I K E L 3 

Al/gemeirle Definitionen 
I. Im Sinne dieses Abkommens, wenn 

der Zusammenhang nichts anderes verfora 
dert:

' 

a. bedeuten die Ausdrficke ,,ein Vertrag- 
staat“ und ,,der andere Vertragstaat“, 
je nach dem Zusammenhang, Schwcden 
oder die Schweiz; 

b. umfasst der Ausdruck ,,Person“ natfir- 
liche Personen, Gesellschafter} undalle ‘ 

anderen Personenvereinigungen; 
c. bedeutet 'det Ausdruck ,,Gesellschaft‘ 

juristische Personen Oder Rechtstriger, 
die ffir Besteuerung wie jutistische Per- 
sonen behandelt werden; 

d. bedeuten die Ausdrficke ,,Unternehmen 
eines Vertragstaates“ und ,,Unterneh- 
men des anderen Vertragstaatcs“, je 

nachdem, ein Unternehmen, das von 
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einer‘in einem Vertragstaat ansfissigen 
Person bet-rieben Wird, Oder ein Untcr— 
nehmen, das von einer in dem anderen 
Vertragstaat ans'alssigen Person betrie- 
bcn Wird; ‘ - 

e. bcdeutet der Ausdruck ,,zustéindige Be- 
hérde“ I 

I!
- 

(1)111 Schwedcn: der Finanzmjnister 
Oder 'sein bevollméichtigter Vertre— 

' ter;
‘ 

(2) index Schweiz: der Direktor der 
Eidgenéssischen Steuerverwaltung 
Oder sein bevollmichtigter Vertre- 
ter. - 

2. Bei Anwendung des Abkommen 
dutch einen Vertragstaatlhat, wenn der 
Zusammenhang nichts andcres erfordert, 
j'eder nicht anders definierte Ausdruck-die 
Bedéutung, die ihm nach dem Recht dieses 
Staates fiber die Steuern zukommt, welche 
Gegenstand des Abkornmens sind. 

A R T I K E L 4 
Steuer/icber Wobmz'tz 

1. Im Sinne dieses Abkomrnens bedeu— 
tet der Ausdruck ,,eine in éinern Ver- 
tragstaat anséssige Person“ cine Person, 
die nach dem Recht diescs Staatcs dort auf 
Grund ihres Wohnsitzes, ihres stindigen 
Aufenthalts, des Ortcs ihrer Geschfiftslei- 
tung Oder eines anderen ihnlichen Merk— 
mals steuerpflichtig ist. 

z. Ist nach Absatz I cine natfirliche Per- 
son‘in beiden Vertragstaaten ansissig, so 
gilt folgendes: ‘ - 

:1. Die Person gilt 2.15 in dem Vertragstaat 
'ansiissig, in dem sic fiber cine stindigc. 
Wohnstiitte verfiigt. Verffigt sic in bei- 
den Vertragstaaten fiber cine stindige 
Wohnstfitte, so‘ gilt sic 2115 in dem Ver— 
tmgstaat imsiissig, zu dem sic die enge- 
tcn pcrsénlichen und Wirtschaftlichen 
Beziehungen hat (Mittelpunkt der Le- 
bensinteressen). 
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17. Kann nicht bestimmt werden, in wel- 
chem Vertragstaat die Person den Mit- 
telpunkt der Lebensinteressen hat, Oder 
verfiigt sic in keinem der Vertragstaaten 
fiber cine \stéindige Wohnstéitte, so gilt 
sie als in dem Vertragstaat anséissig, in 
dem sie ihren gewéhnlichen Aufenthalt 
hat. 

I. Hat die Person, ihren gewéhnlichen 
'Aufenthalt in beiden Vertragstaaten. 
oder in keinem. der Vertragstaaten, so 
gilt sie 2.15 in dem Vertragstaat ansissig, 
dessen‘ Staatsangehérigkeit sic bcsitzt. 

d. Besitzt die Person die Staatsangehérig—- 
kcit beider Vertmgstaaten Oder keines 
Vertragstaates, so regeln die zustéindi— 
gen Bchérden der Vertragstaaten die 
Frage in gegenseitigem Einvernehmen. 
3. Ist nach Absatz I eine andere als ,eine 

natfirliche Person in beiden Vertragstaaten 
ans‘alssig, so gilt sic 2118 in dem Vertragstaat 
ansissig, in dem sich der Oft ihrer t'at- , 

sichlichen Geschiftsleitung befindet. Das- 
selbe gilt fiir die nach- dem Recht eines 
Vertragstaates errichteten oder organisier- 
ten Personengesellschaften. '

. 

4. Bei natfirlichen Personen, die ihren 
Wohnsitz endgiiltig von einern in den an— 
deren Vertragstaat verlegt haben, endet 
die Steuerpflicht, soweit sic an den Wohn- 
sitz ankniipft, irn ersfgenannten Staat mit 
dem Ablauf des Tages, an dem die Wohn- 
sitzverlegung vollzogen ist. 

A a T I K E L 
‘ 5 

Betriebitd‘tle 

1. Im Sinne dieses Abkommens bedeu- 
tet der Ausdruck ,,Betricbstiitte“ cine feste 
Geschiiftseinrichtung, in der die Titigkcit 
des Unternehmens ganz oder teilweise aus- 
gefibt Wird. .

. 

2. Der Ausdruck ,,Betriebstitte“ um- 
fasst insbesondere: 
a einen Ort der Lei-tung,
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- cine Zweigniederlassung, .
: 

cine Geschiftsstelle, ~ 

cine Fabrikationsstifite, 
cine Werkstitte, - 

' ein Bergwerk, einen Steinbruch oder 
cine andere Stfitte der Ausbeutung von 
Bodenschitzen,‘ 

. 

' "

, 

g eine Bauhusffihrung Oder Montage, de- 

\ukmw 

.ren Dauer zwélf Monate fiberschreitet. - 

3.» A15 Betriebstitten gelten nicht: 
a. Einrichtungen, die ausschliesslich zur 

' 'Lagerung, Ausstellung Oder Ausliefc- 
r'un‘g von‘Gfitern Oder Waren dés Un— 
ternehmens benutzt warden; 

17 Bestinde von Giitern Oder Waren des 
Unternehmens, die ausschliesslich zur 
Lagerung, Ausstellung Oder Ausliefe— 

- rung unterhalten werdén; '

’ 

c Bestiinde .von Gfitcrn oder Waren des 
'Unterneh'mens, die ausschliesslich zu 
dem Zweck unterhalten werden, dutch 
'ein anderes Unternehmen bearbeitet 
oder verarbeitet zu werden; 

d cine fe‘ste Geschiftseinrichtung, die 
ausschliesslich zu dem Zweck. unter- 
’hallten wird, fiir das Unternehmen Gii— 
ter oder Waren einzukaufen oder In- 
formationen zu beschaffen. 
4. Ist cine Person — mit Ausnahme eiges 

uhabhéingigen Vertretets im Sinne des Ab- 
satzes 5‘ ~ in einem Vert-ragstaat ffir ein 
Unternehmen des andéren Vertrag'staatesv 
tétig, so gilt cine in dem erstgenannten 
Staat gelegene Betriebstéittc als gegeben, 
wenn die Person cine Vollmacht besitzt, 
im Namen des Unternehmens Vertréige 
abzuschliesscn, und die Vollmacht in die— 
sem Staat gewébnliéh ausiibt, es sci denn, 
dass sich ihre Titigkeit auf den Einkauf 
von Gfitem Oder Waren ffir das Unter— 
nehmen beschrinkt. 

I

. 

5. Ein Unternehmenv eines Vertrag— 
staates Wird nicht schon deshalb so behan- ' 

delt, als habe es cine Betriebstéitte in dem 

anderen Vertragstaat, weil es dort seine 
Titigkeit dutch einen Makler, Kominis— 
sionéir Oder einen' andereh unabhingigen 
Vertreter ausfibt, sofern diese Personen 
i'm Rahmen ihrer ordentlichen Gesch'alfts- 
titigkeit handeln. V . 

-
' 

6. Alleiri dadurch, dass cine in einem 
Vertragstaat ansissige Gesellschaft cine 
Gesellschaft beherrscht Oder von einer 
Gesellschafti‘ behenfScht Wird, die in dem 
anderen Vertragstégt ansissig ist Oder dot: 
(entweder dutch eiée Betriebstitte Oder in' 
anderer \Vcise) ihre Titigkeit ausiibt, wird 
cine der béiden Gesellschaften nicht zur 
Betriebstfitte der anderen. 

Abs‘chnitf III: 
Besteuerung des Einkommens 

A R T I ‘K E L 6 

Ei/zkfiigfz‘e am unbeweglz'cbem Vermo‘gen 
I. Einkiinfte aus unbewcglichem Ver- 

mégen kénnen in dem Vertragstaat be— 
steuert warden, in dem dieses Vermégen 
licgt.

. 

' 2. Der Ausdruck ,,unbewegliches Ver- 
mégen“ bestimmt sich nach dem Recht des 
Vertra‘gstaates,‘ in dem das Vermégen 
liegt. Der Ausdruck umfasst'in jedem Fall 
die Zugehér zum unbéweglichen Vermé- 
gen, das lebende und tote Inventar land- 
und forstwirtschaftlicher Betriebe, die 
Rechte, auf die die Vorschriften des Privat- 
rechts fiber Grundstiicke AnWendung fin- 
den, -die Nutzungsrechte an unbeweglié 
chem Vermégen sowie die Rechte auf ver- 
inderliche Oder feste Vergfitungen fiir die 
Ausbcutung Oder das Recht auf Ausbeu— 
tung von Mineralvo'rkornrnen. Quellen 
und anderen .Bodenschitzen; Schifl‘e und

V 

Luftfahrzeuge gelter} nicht als 'unbewégli— 
chcs Vermégen. 

3. Absatz I gilt fiir Einkiinfte aus der 
unmittelbaren Nutzung, der Ve'rmictung 
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ode: Verpachtung sowie jeder anderen Art 
der Nutzung unbeweglichen Vermégcns. 

4. Die Absitze I und 3 gelten auch fiir 
Einkiinfte aus unbeweglichern Vermégen 
eines Unternehmens und fiir Einkiinfte 
aus unbew'eglichem Vermégen, das der 
Ausiibung cines freien Berufes dient. 

ARTIKEL 7 
U ntemelmzemgewihne 

I. Gewinne cines Unternehrnens eines 
Vertragstaates kénnen nut in diesem Staat 
besteuert werden, es sei denn, dass das 
Unternehmen seine Titigkeit im anderen 
‘Vertragstaat dutch cine dort gelegenc Be- 
triebstéitte ausfibt. Ubt das Untemehmen 
seine Titigkeit in dieser Weise aus, so 
kénnen die Gewinne des Unternehmens in 
dem anderen Staat besteuert wcrden, je— 

doch nut insow‘eit, als sic dieser Betrieb— 
stfitte zugerechnet werden kénnen. 

2. Ubt ein Unternehmen eines Ver- 
tragstaates seine Titigkeit in dem anderen 
Vertragstaat dutch cine dort gelegenc Be— 
triebstitte aus, so sind in jedem Vertrag— 
staat dieset Betriebstfitte die Gewinne zu- 
zurechnen, die sic hfitte erzielcn kénnen, 
wenn sic cine gleiche Oder ihnliche Titig- 
keit unter gleichen Oder ihnlichen Bedjng- 
ungen als selbstéindiges Unternehmen 
ausgefibt hitte und im Verkehr mit dem 
Unternehmen, dessen Betriebstiitte sie ist, 
véllig unabhingig gewesen wire. 

3. Bei der Ermittlung der Gewinne einer 
Betricbstitte warden die ffir diesc Betrieb— 
stfitte entstandencn Aufwendungen, cin— 
schlicsslich dcr Geschaftsfiihrungs- und 
allgcmeinen Verwaltungskosten, zum Ab- 
zug zugelassen, gleichgiiltig, ob sic in dem 
Staat, in dem die Betriebstitte liegt, oder 
anderswo entstanden sind. 

4. Absatz z schliesst nicht aus, dass ein 
Vertragstaat die einer Betriebstfitte zuzu- _ 

rechncnden Gewinne dutch Aufteilung 
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der Gesamtgewinne des Untemehmens 
auf seine einzelnenTeile unter Anrechnung 
eines Voraus von héchstens 10 von Hun- 
dert zu Gunsten des Sitzcs dcs Unter- 
nehmens ermittelt; die Art der angewende— 
ten Gewinnaufteilung muss jedoch so 
sein, dass das Ergebnis mit den Grund— 
sitzen dieses Artikels fibereinstimmt. 

5. Ubt ein Versicherungsunternehmen 
cines Vertragstaates seine Titigkcit in dem 
anderen Vertragstaat durch cine dprt ge- 
legene Betriebstéitte aus, so sind die dieser 
Betriebstfitte zuzurechnenden Gewinne 
dadurch zu ermitteln, dass die Gesamtge— 
winne des Unternchmcns im Veghéiltnis 
der Rohprirnieneinnahmen dieser Be- 
triebstitte zu den gesamten Rohpriimien— 
einnahmen des Unternehmens aufgeteilt 
warden. 

6. Auf Gnmd dcs blossen Einkaufs von 
Gfitem Oder Ware'n ffir das Unternehmen 
wird ciner Betriebstitte kein Gewinn zu- 
gerechnet. 

7. Bei Anwcndung der vorstehenden 
Absitze sind die der Betriebstiitte zuz'u— 
rechnenden Gewinne jedes Jahr auf die- 
selbe Art zu ermitteln, es sei denn, dass 
ausreichende Grfinde daffir bestehen, an— 
ders zu verfahren. 

8. Gehbren zu den Gewinnen Einkiinf— 
te, die in anderen Artikeln dieses Abkom- 
mens behandelt warden, so werden die 
Bestimmungen jener Artikel dutch die 
Bestimmungen dieses Artikels nicht be- 
rfihtt. ' 

ARTIKEL 8 

Seexcbz'flabrt'und Luftfiz/t 
I. Gewinnc aus dem Betrieb von See~ 

schiffen oder Luftfahrzeugen im inter— 
nationalen Verkehr kénnen nut in dem 
Vertragstaat besteuert werdcn, in dem sich 
der Ort der tatsiichlichen Geschiiftsleitung 
des Unternehmens befindet.
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2'. Absatz I gilt auch ffir Gewinne aus 
der Beteiligung an einern Pool, an cine: 
gemeinsamen Betriebsorganisation oder 
an einer intemationalen Betriebskérper- 
schaft. 

ARTI KEL 9 
Verbzmdene Unternebmen 

Wenn 
a ein Untemehmen cines Vertragstaates 

unmittelbar 'oder mittelbar an der Ge-‘ 
schiftsleitung, dcr Kontrolle Oder am 
Kapital eines Unternehmens des ande- 
ren Vertragstaatcs beteifigt ist, ode: 

b dieselben Personen unmittelbar oder 
mittelbar an der Geschéiftsleitung, der 
Kontrolle Oder am Kapital eines Unter- 
nehmens cines' Vertragstaates und eines 
Unternehmens des andcren Vern-ag- 
Staates beteiligt sind, 

und in diesen Fillen zwischen den bei- 
den Unternehmen hinsichtlich ihrer kauf- 
méinnischen Oder finanziellen Beziehungen 
Bedingungen vereinbart oder auferlegt 
werden, die von denen abweichen, die un- 
abhingige Unternehmen miteinander ver— 
cinbaren wiirden, so dfirfen die Gewihne, 
die eines der Unternehmen ohne diese Be- ' 

dingungen erzielt hitte, wegen dieser Be- 
dingungen abet nicht erzielt hat, den Ge- 
winnen dieses Unternchmens zugerechnet 
und entsprechend besteuert werden. 

A R 'r I K E. L 1 o 
Dividenden 

I. Dividenden, die cine in einem Ver- 
tragstaat ansissige Gesellschaft an cine in 
dem anderen Vertragstaat anséissige Per- 
son zahlt, kénnen in dem anderen Staat 
besteuert werden. 

2. Diese Dividenden ké'mnen jedoch in 
dem Vertragstaat, in dem die die Dividen- 
den zahlende -Gesellschaft ansissig ist, 

nach dem Récht Vdieses Staates besteuert 
Wgrden; die Steuer darf abet 5 vom Hune 
dert des Bruttobetrags der Dividenden 
nicht fibersteigen.

K 

Die zustfindigen Behérden der Ver- 
tragstaaten regeln in gegenseitigem Ein— 
vernehmcn, Wie diese Begrenzungsbestim- 
mung durchzufiihren ist. 

Dieser Absatz beriihrt nicht die Be- 
steuerung der Gesellschaft in bezug auf 
die Gewinne, aus denen die Dividenden 
gezahlt werden. 

5. Der in diesem Artikel verwendete 
Ausdruck ,,Dividenden“ bedeutet Ein- 
kiinftc aus Aktien,_ Genussaktien' Oder 
Genusscheinen, Kux'en, Griinderanteilen 
oder anderen Rechten —- ausgenommen 
Forderungen - mit Gewinnbeteiligung so- 
Wic aus sonstigen Gesellschaftsantgeilen 
stammende Einkfinfte, die nach' dem 
Steuerrecht des Staates, in dem die aus- 
schiittende Gesellschaft ansissig ist, den 
Einkfinften aus Aktien gleichgestellt sind. 

4. Die Abséitze I und 2 sind nicht anzu— 
wenden, wenn der in einem Vertragstaat‘ 
ansissige Empféinger der Dividendcn in 
dem andeten Vertragstaat, in dem die die 
Dividenden zahlende Gesellschaft anséissig 
ist, cine Betriebstitte hat und die BeteiJi— 
gung, fiir die die Dividenden gezahlt wer— 
den] tatsichlich zu dicser Betxiebstéitte ge- 
hért. In diesem Fall ist Artikel 7 anzu- 
wenden. 

5. Bezicht cine in ei'nem Vettragstaat. 
ansfissige Gesellschaft Gewinne Oder Ein— 
kfinfte aus dem andcren Vertragstaat, so 
darf dieser andere Staat wedCt die Divi— 
denden besteuern, die die Gesellschaft an 
nicht in diesem anderen Staat anséissige 

Personen zahlt, noch Gewinne der Gesell- 
schaft cine: Steuer fiir nichtausgeschfittete 
Gewinne unterwerfen, sclbst wenn die ge- 
zahlten Dividenden Oder die' nichtausge— 
schfitteten Gewinne ganz ode): teilweise 
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aus‘in dém anderen Staat erzielten Gewin— 
nen oder Einkfinften bestehen. 

ARTIKEL I 1 

_Zifl.ren 

I. Zinsen, die aus einem Vertragstaat 
vstammen und an cine in dem anderen Ver- 
tragstaat ansiissige Person gezahlt werdcn, 
kbnnen in dem anderen Staat besteuert 
warden. 

z. 'Diese Zinsen kéfinen jedoch‘in 'dem 
Vertragstaat, aus dem‘ sie stamrnens nach 
‘dem Recht dieses Staates besteuert wer- 
den; die Steuer darf abet 3 vom Hundert 
des Betrags der Zinsen nicht fibersteigen. 
Die zustfindigen Behérden der Vertrag— 
staaten regeln in gegenseitigem Einver— 
nehmen, wie diese Begrenzungsbestim— 
mung durchzufiihren ist. 

3. Der in diesem Artikel verwendete 
Ausdruck ,,Zinsen“ bedeutet Einkiinfte 
aus tiffentlichen Anleihen, aus Obligatio- 
nen, auch wenn sie durch Pfandrechte an 
Grundstficken gesichert oder mit einer 
Gewinnbeteiligung ausgestattet sind, und 
aus Forderungen jeder Art sowie alle an- 
deren Einkiinfte, die nach dem Steuerrecht 
des Staates, aus dem sie stammen, den Ein- 
kfinften aus Darlehen gleichgestellt sind. 

4. Die Absitze I und 2 sind nicht an— 
zuwenden, wenn der in einem Vertrag- 
staat ansissige Empfinger der Zinsen in 
dem anderen Vertragstaat, aus dem die 
Zinsen stammen, cine Betriebstiitte hat 
und die Forderung, ffir die'die Zinsen ge- 
zahlt vwerden, tatsfichlich zu dieser Be- 
triebstfitte gchért. In diesem Fall ist Arti- 
kel 7 anzuwenden. 

5. Zinsen gelten dann 9.15 am einem Ver— 
tragstaat stammend, wenn der Schuldner 
dieser Staat selbst, cine seiner politischen 
Unterabteilungen, eine seiner lokalen 
Kérperschaften oder cine in diesem Staat 
ansfissige Person ist. Hat abet der Schuld- 
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ner der Zinsen, ohne Rficksicht darauf, ob 
er in cinem Vertragstaat ansfissig ist Voder 
nicht, in eincm Vertragstaat cine Betrieb—' 
stfitte und ist die Schuld, ffir die die Zinsen 
gezahlt warden, fiir Zwecke der Betriéb— 
stfitte eingegangen worden und trigt die 
Betriebstfitte die Zin‘sen, so gclten die Zin- 
sen als aus dem Vertragstaat stammend, in 
dem die Betriebstéitte liegt. 

6. Bestehen zwischen Schuldner und 
Gléiubiger oder zwischen jedem von ihneri 
und einem Dritten besondere Beziehungcn 
und fibersteigen deshalb die gezahlten 
Zinsen, gemessen an der zugrundeliegen- 
den Forderung, den Betrag, den Schuld; 
ner und Glfiubiger ohne diese Beziehungen 
‘vereinbart hitten, so wird‘ dieser Artikel 
nur auf diesen letzten Befrag angewendet. 
In diesern Fall kahn der fibersteigendeBc— 
trag nach defii Recht jedes Vertragstaates 
und unter Bcrficksichtigung der andeten 
Bestimmuingen disses Abkommens be- 
stcuert werden. 

ARTI KEL I 2 

Lizenzgebfilyren 
I. Lizenzgebiihren, die aus einem-Vct- 

tragstaat stammen und an eine in dem an— 
deren Vertragstaat anséissige Person ge— 
zahlt warden, kénnen nut in dem anderen 
Staat besteuert warden. ' 

2. Der in diesem Artikel verwendete 
Ausdruck ,,Lizenzgebijhrcn“ bedeutct 
Vergfitungen jeder Art, die ffir die Be- 
nutzung oder ffir dds Recht'auf Benutzung 
von Urheberrechten an literarischcn, 
vkiin'stlerischen Oder Wissenschaftlichen 

’ Werken, einschliesslich kinematographi- 
scher Filme, von Patenten, Marken, Mus- 
tern Oder Modellen, Plinen, geheimen 
Formeln Oder Verfahren Oder ffir die Be— 
nutzung oder das Recht auf Benutzung ge— 
werblicher, kaufméinnischer Oder wisseri- 
schaftlicher Ausrfistungen oder fiir die 

,,__



Mitteilung gewerblicher, kaufr’niinnischer 
oder wisscnschaftlicher' Erfahrungen ge- 
zahlt warden. 

' 

v 

" '- 

3‘. Absatz I ist nicht anzuwenden, wenn 
der in einem Vertragstaat ansiissige Emp— 
ffinger der Lizenzgebfihren in dcm ande— 
ten Vertragstaat, aus dem die Lizenzge— 
biihren stammen, cine Betriebstitte hat 
und die Rechte oder Vermégenswerte, ffir 
die die Lizenzgebfihren gezahlt Werden, 
tatsfichlich zudieser Betricbstfitte gehéren. 
In diesem Fall ist Artikel 7 anzuwenden. 

4. Bestehen zwischen Schuldner und 
Gliubiger oder zwischen jedem von ihnen 
und einem Drittgn besondere Beziehungen 
und fibersteigeh deshalb die gezahlten 
Lizenzgebfihten, geme'ssen an dcr .zu— 
\grundeliegenden Leistung, den Betrag, 
den Schuldner und Gliiubiger ohne diese 
Beziehungen vereinbart hitten, so wird 
dieset Artikel nut auf diesen letzten Be- 
trag angewendet. In dicsem Fall kann der 
fibersteigende Betrag nach dem Recht je— 
de‘s Vertragstaates und unter Beriicksich- 
tigung der anderen Bestimmungen dieses 
Abkommens besteuert werden. 

ART-I KEL 13 
Gewimze am der Verd'mserung 12071 Vermo'gen 

I. Gewinne aus der Veriusserung un- 
vbeweglichcn Vermégens' im Sinnc des 
Artikels 6 Absatz 2 ké’mnen in dem Ver— 
tragstaat besteuert werden, in dem dieses 
Vermégen liegt. -

‘ 

z. Gewinne aus der Verfiusserung be- 
weglichen Vermégens, das Betriebsver- 
mbgen einer Betriebstitte darstellt, die ein 
Untcrnehmen cines Vertragstaates in dem 
anderen Vertragstaat hat, Oder das zu einer 
festen Einrichtung gehért, fiber die eine in 
einem Vertragstaat ansfissige Person fiir 

die Ausfibung eines fieien Berufes in dem 
anderen Vertragstaat verffigt, einschliess- 
lich derartiger Gewinne, die bei def Ver- 
fiusserung eifier solchen Betriebstéitte (a1-
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lein oder zusammen mit dem fibrigeh Un-. 
ternehmen) oder cine: solchen festen Ein— 
richtung erzielt werdcn, kénnen in dem 
anderen Staat besteuert warden. Jedoch 
kénnen Gewinne aus der Veriiusserung des 
in Artikel 24 Absatz 3 genannten beweg— 
lichen Vermégens nut in dem VertragL 
staat bestcuert werden; in dem dieses be— 
wegliche Vermégen nach dem angeffihr- 
ten Artikel besteuért werden kann. 

3. Gewinne aus der Veriusserung des 
in den Absitzen I und 2 nicht genannten 
Vermégcns kénnen nut in dcm Vertrag- 
staat besteuert werden, in dem der Veraus- 
sercr ansfissig ist. 

A RT 1 K E I 4 
Rubmde Erbubaftm; .Personeflguellxc/mften 

I. Die Vorschriften der Gesetze eines 
Vertragstaates fiber die Besteuerung ru- 
hender Erbschaften finden insoweit keine 
Anwendung, als ffit das Einkommen, das 
aus dcr Erbschaft herriihrt, oder das Ver- 
mbgen, das zu ihr‘ gehért, der Erwerbe; 
nach den Bestimmungen dieses Abkom? 
mens im anderen Vertragstaat besteuert 

_ 

warden kann. 
2. Hat nach den Bestirnmungexi des 

Abkommens cine Personengesellsch'aft alé 
cine in der Schweiz ansfissige Person Afi— 
spruch auf Befreiung von der schWédi? 
schen Steuer Oder auf Ermfissigung diesér 
Steuer, so w'ird dadurch "die' Befugnis 
Schwedens nicht eingeschréinkt; eine'n 

Teilhaber der Personengesellschaft, wel— 
cher nach schwedischem‘ Steuerrecht'als in 
'Schweden ansissig gilt, zu besteuern; in 
diesem Fall ist Artikel 25 Absatz I anzu'- 
wenden. v 

‘ ' 

A RT I K E L I 5 

Selbytfindége Arbeit 
I. Einkfinfte, die cine in einem Vet.— 

tragstaat ansissige Person aus einem freien 
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Beruf Oder aus sonstiger selbstfindiger 
Titigkeit fihnlicher Art bezieht, kénnen 
nut in diesem Staat besteuert werden, es sci 
denn, dass die Person ffir die Ausiibung 
ihrer Titigkeit in dem anderen Vertrag— 
staat regelmfissi-g fiber cine feste Einrich- 
rung verfiigt. Verffigt sie fiber cine solche 
feste Einrichtung, so kénnen die Einkiinf— 
te in dem anderen Staat besteuert werden, 
jedoch nur insoweit, als sic dieser festen 
Eimichtungvzugerechnet werden kénnen. 

2. Der Ausdruck ,,freier Beruf“ umfasst 
insbesondere die selbstindig ausgefibte 
Wissenschaftliche literarische, kfinstleri~ 
sche, erzieherischc oder unterrichtende 
Titigkeit sowie die selbstéindige Titigkeit 
der Arzte, Rechtsanwéilte, Ingenieure, Ar- 
chitekten, Zahniirzte und Bficherrcvisoren. 

ARTIKEL 16 
Unme/bxtz‘z'rirlzge Arbez't 

I: Vorbehiltlich der Artikel I7, 19 und 
20 kénnen Gehéilter, Léhne und éihnliche 
Vergfitungen, die cine in einem Vertrag— 
staat ansissige Person aus unselbstéindiger 

I 
Arbeit bezicht, nut in diesem Staat be- 
steuert warden, es sci denn, dass die Arbeit 
in dem anderen Vertragstaat ausgeiibt 
wird. Wird die Arbeit dort ausgefibt, so 
kénnen die dafiir _bezogenen Vergfitungen 
in dem anderen Staat besteuert werden. 

2. Ungeachtet des Absatzes I ~k6nnen 
Vergfitungen, die cine in einem Vertrag- 
staat ansissigc Person fiir cine in dem an~ 
d'eren Vertragstaat ausgeiibte unselbstéin- 
dige Arbeit bezieht, nut in dem erstge— 
nannten Staat besteuert werden, wenn 
a dc: Empféinger sich in dcm andercn 

Staat insgesamt nich linger als z 8 3 Tage 
Wéihrend des betreffenden Steuerjahres 
aufhéilt. 

-b die Ver'gfitungen von cinem Arbeitge- 
ber Oder fiir einen Arbeitgeber gezahlt 
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werden, der nicht in dem andercn Staat 
ansissig ist, und ' 

a die Vergfitungen nicht von einer Be- 
triebstitte oder einer festen Einrichtung 
getragen werdcn, die dcr Arbeitgeber in 
dem anderen Staat hat. 
3. Ungeachtct dcr vorstehenHen Be- 

stimmungen dieses Artikels kénncn Ver- 
giitungen ffir unselbstéindjge Arbcit, die an 
Bord eines Seeschifles oder Luftfahrzeuges 
im internationalen Verkehr ausgeiibt Wird, 
in dem Vertragstaat besteucrt werden, in 
dem sich der Ort der tatséichlichen Ge- 
schiftsleitung dcs Unternehmens befindet. 

A R T I K E L I 7 
Azy‘lvir/mmty— mid Verwa[tungxralxvergtiturgen 

Aufsichtsrats- oder Verwaltungsrats- 
vergfimngen und éihnliche Zahlungen, die 
cine in einem Vertragstaat ans‘alssige Per~ 
son in ihrer Eigenschaft als Mitglied des 
Aufsichts- oder Vcrwaltungsrates einer 
Gesellschaft bezieht, die in dem anderen 
Vertragstaat anséssig ist, kénnen in dem 
anderen Staat besteuert werden. 

A R T I K E L I 8 

Kimtler zma’ Sparfler 
Ungeachtct der Artikel 15 und 16 kén— 

nen Einkiinfte, die berufsméissige Kfinst— 
ler, wie Biihnen-, Film—, Rundfunk- Oder 
Fernsehkfinstler und Musiker, sowie 
Sportler aus ihrer in dieser Eigenschaft 
persi‘mlich ausgeiibten Titigkeit beziehen, 
in dem Vertragstaat besteuert Werden, in 
dem sic diese T'altigkeit ausfiben. Dasselbe 
gilt, ungeachtet des Artikels 7, wenn die 
Einkfinfte einer Person zufliessen, die den 
Kiinstler Oder Sportler angestellt bat. 

A R T I K E L 1 9 
Rubegebi/ter 

I. Vorbehéiltlich des Artikcls zo kénnen 
«Ruhegehéilter und fihnliche Vergiitungcn,
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die cine: in einem Vertragstaat anséissigen 
Person ffir friiherc unselbstindigc Arbeit 
gezahlt werden, nut in diesem Staat be— 
steuert warden. 

2. Ungeachtet dcs Absatzes x kénnen 
Pcnsionen, die auf Grund der schwedi- 
schen Sozialversichcrung an cine in der- 
Schweiz ansissige Person gezahlt werden, 
in Schweden besteuert warden; in diesem 
Fall ist Artikel 25 Absatz 4 anzuwenden. 

ARTIKEL zo 
'(jfi‘entlicb-recbtlitbe Vergfiz‘ungen 

Vergiitungen, einschliesslich der Ruhe- 
gehilter, die von einem Vertragstaat, einer 
seiner politischen Unterabteilungen oder 
lokalen Kérperschaften, oder von cincr 
juristische‘n Person des éflenthchen Rechts 
diescs Vertragstaates unmittelbar oder aus 
Veinem Sondervermégen an cine natiirliche 
Person, welche die Stafitsangehérigkeit 
dieses Vertragstaates besitzt, ffir gegen— 
wittig oder friiher erbrachte Dienste ge— 
‘zahlt .werden, kénnen nut in dem Ver- 
tragstaat besteuert werden, aus dem diese 
Vergfitungen stammen. 

ARTIKEL 21 
Renter: ' 

I. Renten, die _aus einem Vertragstaat 
stammen und an cine _im anderen Ver— 
tragstaat ansfissige Person gezahlt werden, 
kénnen mm: in dem anderen Staat besteuert 
werdcn. 

2. Der Ausdruck ,,Renten“ bedeutet 
bestimmte, periodisch an festen Termi— 
‘nen, auf Lebenszeit oder wéihrend cine: 
bestimmten odervbestimmbaren Zeitperio- 
de 2113 Gegenleistung ffir cine angemessene 
und volle Vergiitung in Geld oder Geldes¥ 
’wert zahlbare Summen. ‘ ‘ 

ARTIKEL 22 
\ Studenten

‘ 

I. Zahlungen, die cin Student, Lehrling 

oder Pratikant, der in cinem Vergragstaat 
ansfissig ist' oder vorher dort ansiissig war 
und der sich in dem anderen Vertragstaat 
ausschliesslich zum Studium oder zur Aus— 
bildung aufhfilt, ffir seinen Unterhalt, scin 
Studium oder seine Ausbildung erhiilt, 

werden in dem anderen Staat nicht bcj 
steuert, sofern ihm diese Zahlungen aus 
Quellen ausserhalb des anderen Staatcs zu- 
fliessen. 

2. Ein Student an 
V 

einer Universitit 
oder einer andcren héheren Lehranstalt 
in einem Vertragstaat, der in dem anderen 
Vettragstaat insgesamt nicht linger 2115 100 
Tage Wihrend des betrefl'enden Steuer- 
jahres beschéiftigt ist, um im Zusammén— 
hang mit seincm Studium cine praktische 
Ausbildung zu erhalten, wird fiir die Ver- 
giitung aus dieser Titigkeit in dem ande— 
ren Staat nicht besteuert. 

A R T I KEL 2 3 

Nicbt ama’rficklz’cb erwibrzte Eifléz'infte 
Die in den vorstehenden Artikeln dieses 

Abkommens nicht ausdrficklich erwiihn- 
ten Einkfinfte cine: in cinem Vertragstaat 
ansiissigen Person kénnen nut in diesem 
Staat besteuert werden. 

Abschnitt IV: 
Besteuerung des Vermogens 

ARTIKEL 24 
1. Unbcwegliches Vefmégen im Sinne 

des Artikels 6 Absatz 2 kann in dem Vet— 
tragstaat besteuert werdcfl, in dem dieses 
Vermbgem liegt. 

2. Bewegliches Vermbgen, das Be— 
triebsvermégen cine: Betriebstéitte cines‘ 

Unternehmens dafstellt oder das zu einer 
der Ausiibung eines freien Bcrufes dienen- 
den festen Einrichtung gehért, kann in 
'dem Vertragstaat besteuert warden, in dem 
sich die Betriebstéitte oder die feste Ein—'

I
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richnmg befindet. ‘ 

4 

' 

3. Seeschiffe 11nd Luftfahrzeuge im in- 
ternationalen Verkehr und bewegliches 
Vermégen, das dem Betrieb dieser Schiffe 
und Lfiftfahrzeuge dient, kénnen nut in 
dem Vertragstaat besteuert warden, in 
dem sich der Ott der tatséichlichen Ge- 
schéiftsleitung des Unternehmens befindet. 

r4. Alle anderen Vermégensteile einer in 
einem Vertragstaat ansfissigen Person 
kénnen nut in diesem Staat besteuert 
werden; 

Abschnitt V: 
Methoden zut Vermeidung der 

Doppelbesteuerung 
ARTIKEL 25 

1. Bezieht cine in Schweden ans'alssige 
Person Einkfinfte Oder hat sic Vermégen 
und kénnen diese Einkfinfte Oder dieses 
Vermégen nach diesem Abkommen in der 
Schweiz besteuért warden, so rechnet 
Schweden 
a auf die vom Einkommen dieser Person 

zu erhebende Steuer den Betrag an, der 
de‘r in der Schweiz gezahlten Steuér vom 
Einkommen entspricht; 

b auf die vom Vermégen dieser Person zu 
erhebende Steuer den Betrag an, der der 
in der Schweiz gezahlten Steuer vom 
Vermégen cntspricht.

. 

_ Bezieht cine in Schweden anséissige Per- 
son Einkfinfte, die nach Artikel 20 nut in 
der Schweiz besteuert werden kénnen, so- ' 

nimmt Schweden diese Einkfinfte von der 
Besteuerung aus; Schweden kann abet bei 
der Festsetzung der Steuer ffir das fibrige 
'Einkornrnen dieser Person den Steuersatz 
anwenden, der anzuwenden Wire, wen‘n 
die betrefi'enden Einkfinfte nicht von der 
Besteuerung ausgenomrnen Wiren. 

z. Eine in der Schweiz ansfissige natfir— 
liche. Person, die nach schwedischem 
Récht in Bezug auf die unter Artike‘l 2 des 
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Abkomrnens fallenden‘schwedischen Steu- 
em als in Schweden ansissig gilt, kann un- 
geachtet anderer Bestimmungen dieses 
Abkommens in Schweden besteuert wer— 
,den; Schweden rechnet jcdoch alle in der 
Schweiz vorn Einkommen oder vom Ver- 
mégen gezahlten Steuern gemiss Absatz I 

auf seine Steuern an. 
Es versteht sich, dass dicser Absatz nur 

ffir schwedische Staatsangehérige, die seit 
nicht mehr als drei Jahren aus Schweden 
Weggezogen sind, und in keinem Fall ffir 
SchwéizeriSche Staatsangehérige gilt. 

5. Der anzurechnende Betrag ‘darf je- 
doch in keinem Fall den Teil der Vor der 
Antechnung ermittelt'en schwedischen 
Steuer vom Einkommen oder vom Ver- 
mogen fibersteigen, der auf die Einkiinfte, 
die in'der Schweiz besteuert werden k611- 
nen, Oder auf das Vermégen, das dort be- 
steuért warden kann, entfillt.

V 

4. Bezieht cine in der Schweiz ansiissige 
Person Pensionen und kénnen diese Pen— 
sionen nach Artikel 19 Absatz 2 in Schwe- 
den besteuert werden, so rechnet Schwe- 
den auf die vom Einkommen dieser Per— 
son zu erhebende Steuer den Betrag an, 
der der in der Schweiz auf diesen Pensio- 
nen gezahlten Steuer vom Einkommen 
entspricht. Der anzurechnende Betrag darf 

, jedoch den Teil der schwedischen Steuer 
vom Einkommen nicht fibersteiggn, der 
auf die Personen entféillt. .. 

.5. Ungeachtet des Absatzes I diese 
Artikelsr sind Dividenden, die cinem der 
Schwciz ansissige Gesellschaft an cine in 
Schwcden ansissige Gesellschaft zahlt, von 
der schwedischen Steuer befreit, sofern die 
Dividendcn nach schwevdischem Recht 
von der schwedischen Steuer befreit wi- 
ren, wenn beide Gesellschaften in Schwe- 
den ansissig ‘sein wfirden. Dies gilt jedoch

' 

nur dann, wenn dcr Wesentliche Teil der 
Gewinne der die Dividenden zahlenden
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Gesellschaft, unmittelbar oder mittelbar, 
aus cine): kaufmiinnischen Oder gewerbr 
lichen Tfitigkeit herrfihrt, die nicht in der 
Verwaltung von Wertschriften und ande—' 
rem éihnlichem beweglichem Vermégen 
besteht, und wenn diese Titigkeit in der 
Schwciz dutch die die Dividenden zahlen— 
de Gesellschaft oder durch eine Gcsell- 
schaft, deren stimmberechtigte Anteile ihr 
zu'mindestens 25 vom Hundelt gehéren, 
ausgefibf wird. ‘

V 

6. Bezieht cine in der Schweiz ansélssige 
Person Einkfinfte Oder hat sic Vermégen 
und ké‘mnen diese Einkiinfte Oder dieses 
Vermégen nach dem Abkommen (ausge— 
nommen Absatz 2 dieses Artikcls) in 
Schweden besteuert werden, so nimmt die 
Schweiz diese Einkfinfte (ausgenommen 
Einkfinftc der in den Artikeln IO und 11 
genanntcn Art) Oder dieses Vermégen von 
der Besteuerung aus; die Schweiz kann 
abet bei der Festsetzung der Steuer fiii' das 
fibrige Einkommen Oder das'fibrige Ver- 
mbgen dieser Person den Steuersatz an- 
wenden, der anZuwenden Wire, Wenn die 
betreffenden Einkfinfte Oder das betrefi'ena 
de Vermégen nicht von dcr Besteuerung 
ausgenommen whiten. 

7. Bezieht cine in der Schweiz ansissige 
Person Einkiinfte, die nach den Artikeln 
IO und II in Schweden besteucrt werden 
kénnen, so gewihrt die Schweiz dieser 
Person auf Antrag cine Entlastung. Die 
Entlastung besteht 
a in der Antechnung dcr nach den Arti— 

keln IO und n in Schweden erhobenen 
Steuer auf die vom'Einkommen dieser 
Persoh geschuldete schweizerische Steu- 
er, wobei der anzurechnende Betrag je- 
doch den Teil der vor der Antechnung 
errnittelten schwcizerischen Steuer nicht 
fibersteigen darf, der auf die Einkfinfte; 
die in Schweden besteuert werden, ent- 
féillt,'oder 3 - 

17 in einer pauschalen Ermissigu‘ng der 
schweizerischen Steuer, Oder 

o in, einer teilweisen Befreiung dcr be- 
tteflenden Einkiinftc Von der schweize- 
rischen Steuer, mindestens abet irn Ab- 
zug der in Schweden ethobenen Steuer 
vom' Bruttobetrag der aus Schweden 
bezogenen Einkiinfte. 
Die Schweiz wird geméiss den Vor- 

schriften fiber die Durchffihrung von 
zwischenstaatlichen Abkommen des Bun— 
des zur Vermeidung der Doppelbesteue- 
rung die Art der Entlastung bestimmen 
und das Verfahren ordnen. ‘

‘ 

Abschnitt VI: 
Besondere Bestimmungen 

ARTIKEL 26 
Glez'o/Jbe/mrzd/ung 

I. Die Staatsangchérigen eines Ver- 
tmgstaates dfirfen in dem anderen Ver- 
tragstaat weder einer Bestcuerung noch 
einer damit zusarnmenhingenden Ver— 
pflichtung unterworfen werden, die an- 
ders oder belastender sind als die Besteue- 
rung und die damit zusammenhingenden 
Verpflichtungen, denen die Staatsange- 
hérigen des anderen Staates unter gleichen 
Vcrhfiltnissen unterworfen sind' Oder 

' un— 
tcrworfen wetden kbnnen. 

2. Der Ausdtuck ,,Staatsangeh6rige“ 
bedeutet: 
a alle natiirlichen Personen, die die Staats— 

angehérigkeit-eines Vertragstaates be- 
sitzen; '

I 

b alle juristischen Personen, Personenge- 
sellsehaften und anderen Personenver— 
einigungen, die nach dem in einem Ver- 
tragstaat geltenden Recht errichtet uwora 
den sind. .

I 

3. Die Besteuerung einer Betriebst'altte, 
die ein Unternehmen eines Vertragstaates 
in dem anderen Vertragstaat hat, darf in 

393
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dem anderen Staat nicht ungfinstiger sein 
a-ls die Besteuerung von Unternehmen des 
anderen Staates, die die gleiche Titigkeit 
ausfiben. 

Diese Bestimmung ist nicht so ausiule— 
gen, als verpflichte sic einen Vertragstaat, 
den in dcm anderen Vertragstaat ansfissi- 
gen Personen Steuerfreibetrige, -ver- 
gfinstigungen und -erméissigungen auf 
Grund des Personenstandcs oder der Fa- 
milienlasten zu gewihren, die er den in sei— 
nem Gebiet anséissigen Personen gewéihrt. 

4. Die Unternehmcn eines Vertrag— 
staates, deren Kapital ganz oder teilweise, 
unmittelbar oder rnittelbar, einer in dem 
anderen Vertragstaat ansissigen Person 
Oder mehreren solchen Personen gehért 
Oder ihrer Kontrolle unterliegt, dfirfen in 
dem erstgenannten Vertragstaat wedet 
einer Besteuerung noch einer damit zu— 
sammenhéingenden Verpflichtung unter— 
worfen warden, die andets Oder belasten~ 
der sind als die Besteuerung und die damit 
zusammenh'alngenden Vcrpfljchtungen, de- 
fien andere ihnliche Unternehmen des 
erstgenannten Staates unterworfen sind 
oder unterworfen werden kénnen. 

5. In diesem Artikel bedeutet der Aus— 
druck ,,Besteuerung“ Stcuern jeder Art 
und Bezeichnung. 

A R T I K E L 2 7 
Verxtiz‘ndzgungwecfabrm 

1. Ist cine in einem Vertragstaat ansés- 
sige Person der Aufl'assung, dass die Mass- 
nahtnen eines Vertragstaates oder beider 
Vertragstaaten fiir sic zu ciner Besteuerung 
gefiihrt haben oder ffihren warden, die 
diesem Abkommen nicht entspricht, so 
kann sie unbcschadet der nach innerstaat- 
lichem Recht dieser Staaten vorgesehenen 
Rechtsmittel ihren Fall der zustéindigen 
Behérde des Vertragstaates unterbreiten, 
in dem sic ansfissig ist. 

394 

2. Halt diese zustéindigc Bchérde die 
Einwcndung fiir begrfindet und ist sic 
sclbst nicht in der Lage, cine befriedigende 
Lésung herbcizuffihren, so wird sie sich 
bemiihen, den Fall dutch Verst'alndigung 
mit der zustindigen Behérde des anderen 
Vertragstaates so zu regeln, dass cine dem 
Abkommen nicht entsprcchende Besteue— 
rung vermieden wird. 

3. Die zustéindjgen Behétden der Ver— 
tragstaaten warden sich bemfihen, Schwie— 
rigkeiten oder Zweifel, die bei der Ausle— 
gung oder Anwehdung des Abkommens 
entstehen, in gegenseitigem Einvemeh— 
men zu beseitigen. Sie kénnen auch iiber— 
einkommen, wie cine Doppelbesteuerung 
in Fallen, die in dem Abkomrnen nicht be- 
handelt sind, vermieden warden kann; 

4. Die zustéindigen Behétden der Ver- 
tragstaaten kénnen zur Herbeiffihrung 
einer Einigung im Sinne der vorstehenden 
Absiitze unmittelbar miteinander verkeh- 
ten. Erscheint ein mfindlicher Meinungs— 
austausch ffir die Herbeifiihrung der Eini— 
gung zweckm'slssig, so kann ein solcher 
Meinungsaustausch in einer Kommission 
durchgeffihrt werden, die aus Vertretcm 
der zustfindigen Behérden der Vertrag- 
staaten besteht. 

ARTIKEL 28 
Déb/omatixcbe um! komulariu/Je Beam‘e 
I. Dieses Abkommen berfihtt nicht die 

steuerlichen Vorrechte, die den diploma— 
tischen und konsularischen Beamten nach 
den allgemeinen Regeln des Vblkerrechts 
Oder auf Grund besonderer Vereinbarun— 
gen zustehen. 

2. Soweit Einkiinftc ode: Vermégen 
wegen der den diplomatischen und konsu— 
larischen Beamten nach den allgemeinen 
Regeln des Vélkcrrechts oder auf Grund 
besonderer zwischenstaatlicher Vertrige 
zustehenden steuerlichen Vorrechte im
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Empfangsstaat nicht besteuert werden, 
stéht das Be§teuerungsrccht dem Entsen— 
desta-at zu. 

5. Bei Anwendung ‘des Abkommens 
gelten die Angehérigcn einer diplomati- 
schen ode: konsularischen Vertretung, die 
cin Verttagstaat im anderen Vertragstaat 
Oder in einem dxitten Staat unterhéilt, als 
im Entsendestaat ahsissig, wenn sic die 
Staatsangehérigkeit des Entsendcstaates 
besitzen und dort zu den Steuem vom 
Einkommen und vom Vermégen wie in 
dicserh Staat ansfissige Personen herange- 
zogen werden. 

4. Das Abkommen gilt nicht ffir zwi- 
.schenstaatliche Organisationen, ihre Or- 
gane oder Beamten sowie nicht ffir Ange- 
hétige diplomatischer oder konsularischer 
Vertretungen cines dritten Staates, die in 
eincm Vertragstaat anwesend sind, abet in 
keinem der beidcn Vertragstaaten fiir 

Zwecke der Steuern vom Einkomrnen und 
irom Vermégen als'dort anséissig behan— 
'delt werden. 

Abschnitt VII: 
Schlussbestimmungen 

ARTIKEL 29 
I flkrafttretm 

I. Dieses Abkommen soll ratifiziert 

Warden, und zwar sthweizerischerseits 
dutch den Bundesrat nach Genehmigung 
dutch die ,Bundesversammlung lind schwe- 
discherseits dutch. Seine Majestit den 
Kénig von Schweden mit Zustimmung 
des Reichstags; die Ratifikationsurkunden 
sollen so bald' wie méglich in Bern aus— 
getauscht werden. ' 

2. Dieses Abkommen tritt mit dem 
Austausch der Ratifikationsurkunden in 
Kraft, und seine Bestimmungen finden 
Anwendung 

I
' 

a in Schweden; 

hinsichtlich det Steuem vom Eink<5m~ 
men auf Einkfinfte, die am oder nach 
dem 1. Januar 1966 erzielt werden, und 
hinsichtlich der staatlichen Vermé— 
gensteuer auf die Steuer, die Gcgen— 
stand der Veranlagung des Jahrcs 1967 
oder cines spéitcren Jahres bildet; 

b in der Schwciz: 
auf jedes Steuerj'ahr, das am odcr nach 
dem I. Januar 1967 begihnt. - 

3. Das am 16. Oktober [948 in Stock— 
holm unterzeichnete Abkommen zwischcn 
der Schwcizerjschen Eidgenossenschaft, 
und dem Kbnigreich Schweden zur Ver—

' 

meidung der Doppelbestcuerung auf dem 
nicte der Steuern vom Einkommen und 
vom Vermégen Wird aufgehobcn und tritt 
fiir die Stcuern ausser Kraft, auf die dicses 
Abkommen gemiss Absatz z Anwendung 
findet. Das erwihnte Abkofnrnen~ gilt je- 
doch weiterhin fiir die Anwendung (165 
am 16. Oktober 1948 in Stockholm unter— 
zeichneten Abkommens zwischen der 
Schweizerischen Eidgenossenschaft und 
dem Kénigreich Schweden zur Vermei- 
dung der Doppelbesteuefun g auf dem Ge- 
biete der Erbschaftssteuern. 

A R T I K E L 3 o 
Azm'erkmfttreley 

Dieses Abkommen bleibt in Kraft, so- 
lange es nicht von einem der Vertragstaa- 
ten gekiindigt worden ist. Jeder Vertrag- 
staatf. kann nach dem Jahre 1968 das Ab- 
kommen auf diplomatischem Wage untcr 
Einhaltung cine: Frist von mindestcns 
sechs Monaten 'zum Ende cines'Kalender— 
jahres kiindigen. In diesem Fall findet das 
Abkommen licht meh‘r Anwendung 

I 

a. Schweden: ,

- 

ansichtlich der Steuern vom Einkorn- 
men auf Einkiinfte; die am Oder nach 
dem ‘1. Januar‘des auf die Kfindjgung 
folgenden Kalenderjahres erzielt wer- 

395
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den, und hinsichtlich der Vermégen— 
-steuer auf die Steuer, die Gegenstand 
der Vetanlagung des- zweite‘n. auf die 

4 Kfindigung folgcnden Kalenderjahres 
oder eincs spiteren Jahres bildet; 

b in der Schweiz:
_ 

auf jedes Steuerjahr, das am Oder nach 
dem I. Januar des zweiten auf die Kfin— 

' digung folgenden Kalenderjahres be- 
giant. : 

‘ 

tisch sind. 

Zu Urkund dessen haben-t die vorge- 
nafinten Bevollmichtigten disses _Abkom- 
men unterzeichnet und mit ihxen' Siegehi 
versehen. 

‘ 

‘ 
‘ 

' 

- 

__ 

Géfertigt zu Stockholm, im Doppel, am 
7. Mai 196 5 .in deutscher und in schwedi— 
scher ’Urschrift, die gleicherweise authen- 

(gez.) Torsten Nilsson 

tion is clearly laid out for quick reference. Su 
tion contained is kept up tQ date. 

ty and BBC); 
(unilateral and treaty relief provisions). 

GUIDES TO’ EUROPEAN TAXATION 
Volume I: Taxation of Patent Royalties, Dividends, Interest in Europe 
This loose-leaf volume gives every tax (with basis and rates) lgvied on intercorporate patent 
royalties, dividends and interest as each type of income flows from one European country 
to another, and to the United States and Canada. Supplied in a compact binder, this publica- 

pplements (sent airmail) ensure that the informa- 

Volume [1: Corporate Taxation ih the Cbmmon Market 
This volume. by DrfiAlbert J. Rédle'r, consists of'four main sections: ’ 

I. Surveys of corporate taxation in each of the EEC. countries ; ' 

.

' 

II. Transnational analysis of similarities and differences innational téx laws (cofporate tax 
structure; tax liability; computation of profits ; rates; etc.) ; Tax provisions in the European integration treaties (Les, Benelux, Coal and Steel Commi- III. 

IV. Present international tax law in EEG. countries and its influence on harmonization 

. INTERNATIONAL-BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATISTRAAT 124, AMSTERDAM (c) — NETHERLANDS 

including binder 3 307 
.mpplemmt Service by airmail for 19 6)" $ I 5 

including binder $ 2 5 
.rupp/emenl Service by airmailfor I y 6 f $ 15 

(gez.) Egbert von Grafi'enried 
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EDITORIAL 

Tax policy can never be divorced fromotherpolitical considerationswarious policy 
threads being woven into the fabric of all tax laws. Mr. Phidias C. Kypris’ article, 
“Taxation Chaos in Cyprus,” (page 415 of this issue) should be of special interest. 
Five years of political chaos in Cyprus which comprises roughly 500.000 Greeks 
and I 10.000 Turks is reflected in a tax law that is‘ in fact three separate tax laws: 

' 

the first applicable to Greek Cypriots, the} second to Turkish Cypriots and the 
‘ third to fOreigners.

' 

Political problems are of'c'ourse not confined to Cypgus. Rhodesia has difficulties 
of its own, thOugh they may not be apparent on the face of the >196; Rhodesian 
Budget (published on page 4 30).

r 

In order to promote Rhodesian exports, the'Minister proposes an“ additional 
deductible allowance of 75 percent of theinc‘reasc in export promotion expendit- 
ures over that incurred in the previous? year. Increased tourist promotion is 

regarded as comparably essential. Thus, tourist promotion expenditures are to be 
treated in the same manner as export promotion expenditures. In View of recent, 
political developments, we are considerably more sceptical than the Minister as to 
the likelihood of the proposed allowance acting as a substantial incentive to the 
tourist industry. I 

The second and final part of Mr. Strasma’s article, “Market-Enforced Self- 

Assessment for Real Estate Taxes”, is published in this issue. It. should be of 
special interest with respect to developing countries and countries in which land 
reform has been substantially completed. Mr. Strasrna suggests measures whereby 

I 
an energetic Finance Minister with political support can effectively raise property 
tax assessments within his “political lifetime”. Traditional methods cause ex- 
cessive delay! Politics again! for technical fiscal objectives can be effectuated V 

only in a stable political atmosphere. ,
. 

It may be worthwhile to recall the words of the English philosopher Eric Gill: 
- “Good politics are those which foster and encourage and develop human 

pesponsibility and enlarge the sphere of the creatifre imagination. And bad 
politics are those which discourage and diminish and destroy it”. . 

J. c. L. HUISKAMP
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MARKET-ENFORCED SELF-ASSESSMENT 
FOR REAL ESTATEKTAXES II* 

by JOHN STRASMA 

Iv. A NEW PROPOSAL 

The only hope for effective reassessment in poor countries lacking a large, honest, 
competent, and well-paid professional appraisal Staff equipped with manuals, vehicles, 
etc., is to somehow enlist private individuals. Persons with knowledge of the market 
and a personal economic interest in the outcome can make fairly good decisions as to 
whether a given property has been declared at about the price it would bring in quick 
sale on the market.” The problem is to find a way to enlist persons qualified to make 
such judgments, Without abusing'the moral and constitutional rights of the innocent 
and of the inadvertent underdeclarer. 

In particular, a way "must be found to allow those who do not wish to cheat, butwho 
do not know What their property is worth, to avoid forced sale. The system wouldalso 
,be more acceptable if those who did under-declare, even deliberately, could be punished 
in some way short of fOrced sale, without eliminating the incentive for the other person ~ 

who enforces honest declarations by making offers. _ 

Kaldor’s suggestion eliminated the unjust forced sale by substituting'an option to 
accept higher taxes. To discourage initial under—declaration, awaiting an offer, the owner 
should also be fined as suggested by Harberger 3‘ or the tax increase could be made 
retroactive for (say) three years. Next, the missing incentive element can be supplied 
by paying part of the tax ihcreasc and fine to the person who appraised the property and 
demonstrated his confidence in his valuation by making a bona fide offer to buy at a 

price well above the tax value declared by the owner. Even after sharing the tax increase, 
the government has gained substantially in present and future revenue, as compared 
with the permanent underassessment that is virtually inevitable with traditional methods. 

It now appears that se1f~assessment could be made workable, even under present
I 

* The (fist part has been published in the September 1965 issue. V 

35 It is true that private appraisals, at customary honoratia, cost more than appraisals made by public 
employees—unless the latter set lower values through sloth or corrupfion, which cost through reduced 
tax revenues. In any case, the private appraisers are often under—employed, the tax workers overworked. 
The ‘social opportunity cost’ of the time of the private individuals involved may be very low. In any 
event, we propose to obtain their services at no cost to the government. Their fees, in effect, will be paid 
by tax ev'aders. 

' 

- - 

36 Documentaxy Attax, op. cit. p. 204. 
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SELF-ASSESSMENT FOR REAL ESTATE TAXES 

deficiencies in tax administration and despite the imperfection of land markets in much 
of Latin America. With the aid of numerous friends, students, and colleagues, most of 
the remaining problems—find others that appeared in the road—seem to have been 
resolved.37 _ 

The first requisite, as under any assessment technique, is still that the government 
genuinely desire reassessment near market values. The second is that it have the will 
(and votes or rifles) to overcome the inevitable opposition of property owners, often 
allied with extremists who simply do not want to permit real solution of any problems by 
moderate governments. Given these two pre-conditions, the present form of the proposal 
appears to be practical, effective, and fair to all concerned. It would operate as_f0110ws: 

A Tbefirxt and 721t euwtz'alxiep: tbs eflertive tax imrezm 
I. All existing assessments are arbitrarily multiplied by a factor which is expected to 
put the average assessment at about ‘true market vélue.’ If any rate reduction is con- 
templated, it should be reserved as a ‘concession’ to be made to the property owners 
once they exert organized pressure and—typically—threaten a massive taxpayer strike. 
Most Latin American rates, however, are far below the 2 to 4% effective rates on market 
values typical of the U.S."s Yet large real estate owners are often relatively higher in the 
distribution of their country’s wealth than are landowners in the U.S'.A. Despite the 
poverty of their workers, many Latin landowners could therefore well afford U.S. rate 
levels. 

2. This is, afterall, the effective increase in taxes. If it is rammed through first, the land- 
owner bloc is divided; many then stand to gain through reassessment. So long as the 
tax increase is delayed pending reassessment, reassessment Will be resisted and sabotaged 
at every turn. Since the power and the will to impose reforms on the vested oligarchies is 
usually fleeting, found only at the very outset of reform regimes—whether elected or 
imposed through coup or revolution—the effective tax increase must be the very first 
step. 

3. Determination of the multiplier should normally take three factors into account: 
general inflation; rising income-producing value of real estate as a result of population 
increase, roads, and other aspects of economic growth; and, the average initial under- 
assessment of property. The first element can be estimated from price indices if avail- 

able, or from exchange rates. Since the other two factors are invariably positive, the 

37 Most of the practical touches in the present propoml grew out of post-conference conversation with 
Harberget, Albert Hart, Kaldor, Carlos Massad' and José Pistono. The proposal first appeared in some- 
thing like its present form in Strasma, ‘Aspectos financieros y tributarios de la reforma agraria,’ Reforma 
Agraria (Santiago: Instituto de Economia of the Universidad de Chile, January-March 1963), Vol. III, pp. 
153—160. See also the acknowledgements in the note on p. I . . 

38 The problem is not limited to Latin 'America. Wilfred Lewis, J12, mentions that the Afghanistan 
land mi: in some areas was only I [100 of x ‘X, of land market values. The tax rate Was doubled recently, but 
‘more ambitious measures’ are to be submitted to the next Parliament. (‘Approaches to Land Taxation,’ 
unpublished manuscript, and correspondence with the author.) 
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multiplier should always be greater than the inflation adjustment alone,39 How much 
greater may be estimated by comparing existing tax valuations with the court-determined 
figures for the same properties in inheritance tax proceedings or in cases of expropriation 
for public purposes. If there are any reliable market prices for recent property sales— 
at auction, perhaps—they are useful too; 

"
, 

B Declaration: by owner: 
4. Once the new assessed value notices have gone out to owners, the tax offices would 
invite unhappy owners to file self—assessments Which would take the place of the old 
assessments as adjusted. The following would be obliged to declare:

‘ 

a. All persons unwilling to accept the prior assessed value as adjusted. Self-assessment 

would be the only appeals procedure; it would be simple, rapid, no lawyer would be 
required, and neither tax officials not judges would be involved. » 

17. All persons Whose properties had not previously been assessed or who for any 
reason received no notice. Very small properties need not be exempt, but their owners 
cannot be expected to know the value. The easiest way to handle them is to tax all 
owners declaring that the property is worth less than—,say—SS 1,000, a round sum, 
such as $ 5.00 per year.

V 

c. Any owner who felt that the adjusted assessment was less than the price he would 
demand in the event of expropriation or of private sale. I

' 

(I. All persons owning more than a stated total area of rural land if the land reform 
agency felt that detailed, current declarations would help it implement its ownpto- 
gram. 

5. _A stated period would be provided—perhaps 90 days the first time and 30 days a year 
thereafter—for these declarations. In the first round, all non—deplarers would be deemed 
to have acquiesced in the adjusted values. If the country’s laws do not accept such 
presumption of acquiescence, or if alleged nonmeceipt of notice, etc., is grounds for. 
escaping the consequences of the system, then all owners would be required to declare in 

. the second year. ‘ 

6. Those satisfied with the adjpsted value would merely sign and return a copy of the 
notice, as prepared automatically by aécounting machines, with payment of the tax. 
They would, of course, be required to. supply other information needed for planning or ‘ 

control purposes, such as the names of all persons holding an interest in the property, 
its size, and so forth (see next paragraph). Those not assessed or dissatisfied with the 

_ 
adjusted value would make a new declaration which would be accepted Without ques- 
tion, together with the tax due on the value thus declared. A fine for non-declaration 

' Within the stated time should be set at a level such that it is not too high to be enforced 

39 In Bolivia in 1961, I estimated that the factor should be 30 times for price inflation alone since the 
‘ last revaluation in I 95 3 . J. Strasma, ‘Tax reform in Bolivia, I 961’ (Report on a mission to the International 
Cooperation Administration), p. 21.

' 
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SELF-ASSESSMENT FOR REAL ESTATE TAXES 

nor so low as not to cover the cost of sending out ‘runners’ to obtain declarations from 
substantially all owners. ‘ 

I
I 

7. The declaration should include, besides the value, the identity (and address to which 
legal notices are to be delivered) of the owner or owners and of tenants or others in 
possession of the property plus options outstanding, as well as all other persons with 
any degree of legal claim to its use, income, or value;4° identification and location of the 
property and directions for reaching it; number of adults and children living thereing“1 
area and class of land and buildings (even if tax—exempt) with sub-values for each?2 
year of acquisition and place where title papers are recorded and may be inspected. 

8. The precision to be expected in this information will vary according to literacy and 
custOm, as well as the degree to which land surveying, soil testing, etc., have been 
instituted. If most land could be identified precisely, with the exact area and market value, 
it is unlikely that assessed values (or the valuation department) would be in the bad shape 
typical of Latin America. Even in remote haciendas, however, it should always be 
possible to give directions for reaching the ‘big house,’ approximate boundaries, and a 
rough estimate of size. ‘ 

9. As fast as air photos are completed (an early step both in agricultural and city planning 
and in longer-term tax valuation programs), owners should also be required to mark the 
boundariqs they claim on a photo. These are then transferred to a mosaic and given a 
serial number which is then applied to the declaration and all other tax records. The area 
of the property can also be verified with a planimeter, from the photos. Completion of 
this process will leave the country looking like a swiss cheese, despite the classical 
idealizing of the land tax ‘because the object of taxation cannot be hidden?43 

10. Owners whose claims overlap can be left to settle their disputes privately. When no 
one has claimed a parcel, however, there are several choices: 

a. It may be seized for land reform; (In effect, compensation is at the Value declared
. 

for taxes—zero.) 

40 See footnote 58 below. 
4} This information is extremely useful for land reform find city planning. Comparison with census 
figures also helps estimate the extent to which tax declarations are still lacking for rural and urban proper- 
ty in each district. 
42 On the taxation of improvements, see III, C, above. 
43 In the Chilean rural reassessment of 1961-64 holdings under 100 has. were declared accurately, but 
owners with more than 100 has. systematically ‘forgot’ or really underestimated their holdings, the bias 
increasing with true size of the holdings. It took' 60 men with vehicles one year to resolve in tHe field 
some 60,000 cases of ‘holes in the map,’ gross underdeclaration, etc. René Parker, ‘La fierofotogtametria 
como ayuda de un sistema ttibutario agricola,’ paper presented at the International Seminar on Agri- 
cultural Taxation, Santiago, 1963. 
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17. It may turn out to really be public land—in which case it should be duly recorded as 
such. Latin American experience is full of cases in which back-dated ‘titles’ to public 
land appeared mysteriously, following the building of a road or other events that made

' 

it valuable. r

' 

c. If it is under cultivation or grazing (see air photos), either the tax office or a land 
reform agent should visit the parcel, locate the person using it, and try to help him clear 
up the situation. If the owner, he must file a declaration and pay the fine. If not, he may 
qualify to receive title from the land reform agency. 

C Planning um of declaration; 
II. Much of the information, required for planning land reform and agricultural de— 
velopment can be obtained in the annual declarations. In fact, with the aid of comparison 
with air photos (sooner or later), it should be possible to obtain much of the data now 
collected badly and infrequently in agricultural censuses in Latin America. Heretofore, 
census' takers have shunned links with taxes, lest buildings, plantations, livestock and 

' output be underdeclared. Since the overall tax value would now be set by the owner 
himself and not by a clerk working on the basis of the declaration, this reluctance might 
be lessened. 

12. City property can similarly be inventoried and, with the aid of modern data process- 
ing, basic information for city planning, housing programs, and even school planning 
can be obtained. (Declarations included the number of rooms, area, and the number of 
adults and children living in each unit.) 

13. Since property owners are to be clearly identified, including those with only a 
fractional interest, life estate, etc., it becomes possible to process the declarations for a 

distribution of total property holdings by size, legal form of the interest, and declared 
value. This makes it possible to determine how many large rural landowners have urban 
investments and the amount of land available for land reform, for different limits set on 
individual holdings. 

‘14. Inevitably, some property will be held in the name-bf ‘stmwmen.’ While this cannot 
be eliminated overnight, it can be greatly reduced by outlawing bearet shares and by 
requiring banks, trustees, and other agents to declare the true owners’ name (and 
identification card number, accepted and universal in Latin American legal documents, 

" however repugnant serial numbers are to most North Americans)!‘4 

15. Uséful as the annual declaration is for obtaining planning data inexpensively, it 

should not be overloaded. Especially in the first year, the objective is to restore the 

44 One way to reduce the use of ‘strawmen’ as nominal holders of title might be to decree that real 
estate does belong to the person or firm in whose name it is registered and that all private COntracts to the 
contrary shall be null and void. - 
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property tax as an effective revenue source—and declarations should be kept as simple 
as poss_ible in that first year, 

D Enforcement 
’

V 

1-6. The declarations would be made available for public perusal in the tax offices and 
a summary table indicating the name or location of the property, total area, and total 
value declared, would be published in major newspapers. The land reform agency Would 
be encouraged to copy the rural property declarations in whatever form it found most 
useful. In the interest of wide compliance, however, the taxpayer should not be asked to 
submit his declaration in triplicate.

I 

17. If the property, or any portion .of it, were required for public purposes, including 
urban renewal and agrarian reform, compensation in no case could exceed the declared 
value of the portion taken, plus the cost of improvements made after the last declaration. 
This would apply equally to land expropriated and that acquired in ‘fricndly’ negotia- 
tions.‘15 

1 8. In addition, for all properties for which no sale to the state is pending, any individual 
may make a written offer to buy any property which he believes worth more than the 
amount declared. He may offer any price he likes, except that it must not be less than 
100/O (for example) above the value declared or $ 1250 for properties whose owners have 
declared that the value is less than 1,000.46 'While declarations are supposed to be 
100% of commercial value, the 10% ‘profit’ would compensate the owner for the nuis- 
ance of moving and cover the transfer tax (see 20 below). 

E Options oftbe owner 
19. The owner, on being notified of the offer at the address given in his declaration, 
must choose in writing one of three courses of action within 30 days. He may: 

a. Accept the offer; 
17. Reject it, but accept a new tax assessment at the amount rejected; or 

45 Ordinary expropriations of portions of properties, such as rights-of-way for roads, will be greatly 
facilitated by the itemized declaration of value of fields and individual buildings. Naturally, compensation 
in such cases might be increased above the partial tax value to reflect damage to the remainder as a unit 
and reduced to reflect benefit to the remainder from the public project involved, taking into account any 
betterment levy which may also be involved. In land reform, when the owner is allowed to retain a good- 
sized commercial farm for himself, no increased compensation for the eflects of breaking up the larger unit 
is required. Reform aims to wipe out certain values of very large estates, such as monopoly in the labor 
market or control of water, and extra compensation would nullify the intended redistribution. It would 
be as absurd as compensating the rich for the effects of the progressive income tax. 
46 The margin may be varied to suit the reader’s taste and the Finance Minister’s political judgmeht. A 
more sophisticated system might permit bids for a portion of a laxge property, with a higher margin to 
cover the cost of giving easement to the part bought, or of disruption to the rest of the unit. This seems 
an undesirable complication for now. 
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c. Reject the offer, but request assessment by the tax service at his own expense, 
Taxes must be paid meanwhile on the amount offered and rejected, subject to prompt 
refund if the appraisal is lower. V 

20. If the ‘ofibr is high, the owner may accept it (Option :1). In this case, since the property 
changes hands at a price known to the tax service, that price automatically becomes the 
current tax value unless the new owner chooses to declare an cvén higher amOunt to! 
forestall future offers (and fines). No fine would be levied on the former owner, but the 
transfer tax (typically 2. to‘6°/o) would increase current fiscal revenue. (It should be 
charged entirely to the seller because the buyer has agreed to a price supposedly slightly 
above ‘commercial value.’) The reward to the person making the offer, of course, is that 
he obtain the property at what he presumably deemed an attractive price. Another ad- 
vantage to the government is accurate recording of the transfer price, which helps in 
future valuation efforts and in calculation of index adjustments in existing assessments 
each year.

‘ 

21. ‘If option [9 is chosen, the owner must pay the tax difference, plus a fine of double the 
annual tax difference, Within 1 80 days. Alternatively, the increase could be made 
retroactiveubut that produces problems if the tax system has been changed or .the 
property has changed hands during the last three years. Some penalty is vital, however, to 
ensure reasonable initial declarations by the majority of owners. If taxes were to rise only 
for the future, all owners would naturally declare 10W until an offer obliged them to 
accept an honest valuation; Since the number of persons who know the real estate market 
well is limited, as is their capital, the more owners who declare full values at the start, the 
faster the rest will be brought into line by offers.47 ~ 

22’. The frustrated buyer, in effect, has helped make an appraisal which the tax agency 
would probably have not been able to make under traditional systems in underdeveloped 
countries. He should be compensated with a share of the increased taxes and fine when 
he is unabIe to buy the pzopetty because the owner invokes option b or 6. Suppose, for 
instance, that a property had been declared at $ 5,000 and someone bid $ I 5,000 ,which 
the owner considered still beIOw market value. If ‘the owner chose option b, the valuation 
would be increased. If the_ rate were 15 per mil, for example, the $ 10,000 valuation 
increase would mean an extra $ I 5 o a year in taxes, plus a fine of $ 300.48 The individual 
who made the 013761: could well be given 50% (or $ 225) for his trouble.‘19 

23. W7 hen the owner does not wish to sell at the price bid, yet thinks that his property is 
not worth that much on the market and so refuses to pay taxes on that basis, he can 

47 ALSO, so long as they are underassessed and fear anoffer, owners will pressure and demonstrate, 
seeking the repeal of the enforcement system. Once they have accepted full-value assessment, the owners 
properly tum their political activity toward the rate, lather than the enforcement mechanism. 
48 Note that this system is independent of the rate structure. It determines values; rates may- be pro- 
portional, progressive, or even a mixture of exemptions arid rates varying by land use or total holdings. 
49 Payment should be prompt and not depend on whether the owner is prompt or tardy in paying the 
tax arrears and fine. Cal/eclion of taxes, as opposed to assessment, is not the task of the bidder. 
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request the tax service to determine the market value at his expense (optian 0 Pending 
that determination; which may take several years if the appraisers are few and many 
owners request the service, he must pay taxes on the amount oEercd. Once the appraisal 
is made, he must also pay the fine, less the charge for appraisal, less (01: plus) the tax 
difference between the value of appraisal and the amount refused. The bidder receives his 
share once the tax value is finally set, with interest at the government bond rate. 

24. The owner may make the same request, Without even Waiting for an offer, if he 
objects to the adjusted old assessment or knows that he does not want to sell at any 
price. If he makes the request (paying the fee in advance) at the start of the new system, 
he can also avoid any penalty, because he will not: declare at all under it. He pays taxes 
meanwhile on the adjusted old assessment or for new buildings on the cost of construc- 
tion, properly documented. However, the cost of appraisal may well come to as much as 
a full year’s taxes, depending on tax rates and the type and location of the property.” 

25. When the owner requests ofl'icial valuation, the tax service retains a professional 
appraiser (or sends one of its own staff). The figure set by the appraiser will then be 

' accepted by the service as the definitive assessment for, say, five years (subject to overall 
adjustments for inflation, applied to all property), and no private offers will be accepted 
during that period. Should the property change hands at a higher price, the assessment 
should be raised. Lower transfer price reports vwouldlbe ignored, however, to avoid in- 
creased temptation to fraudulent reports. ' 

26. Since the appraisers are human, it would be difficult to force owners to accept the 
result with no possibility of appeal. They would therefore always be permitted to return 

I 
to the self—assessment system (and its consequences). Likewise, eithe; owqexs or the tax 
service could request a second appraisal by a different €ali1eflat thé expense of the party ’ 

making the request, the resulting figurc to be averaged with the first appraisal. The great 
advantage of the self—assessment system continues to be its removal of assessments from 
the courts without leavifig taxpayers with no recourse from tax officials’ administrative 
determinations. 

27. When owners request appraisal after an offer is made ( option I), the fine and reward 
depend on the outcome. If the appraisal figure is not more than, say, 200/o above the 

50 Agricultural appraisal requires soil maps, irrigation studies, etc. These should be made by the Mi- 
nistry of Agriculture rather than charged to owners if they have been made in other regions without 
charge to landowners. Still, the cost of appraisal should be set high enough to discourage massive use of 
this option at the start. In California, appraisal of scattered farms takes about three days a piece (letter 
from Ronald B. Welch, As'sistant Executive Secretary, Property Taxes, California State Board of Equali- 
zation). In Peru the typical time required would be a week (conversation with Ing. Luis Vega, member of 
the Cuetpo Técnico de Tasaciones, a society of professional appraisers). Houses, of course, are easier and 
from one to eight per day can be done, depending on how close together they are (letter from Welch). 
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value declared by the owner, no fine would be levied.51 Reward would be paid only on 
the amount by which the appraisal figure exceeded the original declared value—just as 
when option b is invoked. However, in this case the actual amount bid becomes irrelevant. 
Comparison of such bids with subsequent appraisals may give a useful idea of the level of 
bids in general,’howcver.

' 

28. If an owner, duly notified as in other legal processes, makes no response within the 
30-day period, he shall be deemed to have exercised option 17 and the tax service will bill 
him accordingly, creating alien on the property for the increased taxes and fine with the 
full force of all other tax assessments. ' 

F Inflatimg r 

29. If there is a significant inflationary trend in the economy, valuations—no matter how 
determined—Will shortly be obsolete.52 It is ne‘cessary to adjust them automatically from 
year to yeaif and the most practical method is to raise them according to the change in an 
index of prices to consumers, or Wholesale prices, or perhaps of building costs. An index 
of real estate prices may become possible when transactions following the choice of 
option a (to sell) provide a source of honest transfer pricesaWhile any index will be imper- 
fect, adjustment will be more just than allowing property taxes to remain frozen while 
salaries and retail prices (and the taxes levied on them) rise. 

30. Any owner who feels that the taxable value of his property as adjusted by an index is 
out of line may declare a new value under the market-enforced self—assessment system; 
there is thus a simple, permanent appeal system in which the appellant’s figure is always 
accepted.

I 

31. Should a currency devaluation of 10.0% or more occur between the deadline for 
declarations and the deadline for presenting bids in any quarter, that ‘round’ shall be 
suspended and bids returned. Ownérs who feel that the index adjustment in succeeding 
months does not reflect property value accurately may, of course, file a new declaration 
prior to the closing date for the next regular bidding period. 

32. Offers and appraisals will be made as of the closing date for declarations each year. 
_ 

Actual transfers resulting from option a will be payable at those prices adjusted by actual 
increase in the Consumer Price Index through the month just prior to actual payment for 
the property; the transfer tax will also be calculated on this adjusted amount.53 

51 Hit were no higher than the previous declared value, it would seem unfair even to have charged for 
the assessment. I would suggest refunding any sum by which the new assessment failed to exceed the sum 
of the old valuation and the charge made for the assessment, up to a full refund. The state share of fines on 
other cases would finance the refunds, since the appraiser should receive his fee in any case. 
52 It should be noted that not all Latin American countries suffer from inflation in any given year and 
these adjustments might not be needed at all in some of them. 
53 Delinquent :taxes should also be adjusted for inflation since the due date. If this is not done, inflation 
gives taxpayers every incentive to delay payment until the property is about to be auctioned. 
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G Dix/wire law: ’ 

33.7 Existing laws prohibiting the disclosure of tax declarations to third parties will have
' 

to be repealed. Although supposedly designed to protect the privacy of individuals and 
encourage fuller declaration of income from dubious sources, this provision fails because 
the shady taxpayer knows that the tax authorities are not as efficient as the police. If the

I 

police have not detected his activities, the tax agenqy won’t. 

34. In practice, secrecy serves to protect the dishonest from publicity and to punish 
employees (or newspapers) that date expose declared values which the public will know 
are false.“ The failure of rewards for informers to elicit much useful information in 
Latin America arises from delays in payment, possible reprisals, and especially from the 
fact that people who would know Whether declarations were false have no legal way to 
learn the amounts declared. ' ' 

H Someproteduralmfiguard: 
35. To ensure that oflers are bona fide, eéch should be accompanigd by a bank guarantee, 
bonds, money order, or cash for (say) 5% of the amount bid.55 If the owner accepts the 
oHer (option a), but the person who made it fails to appear or to complete the trans- 
action Within (say) 90 days, the deposit is forfeited. The owner receives 80% of it for the 
nuisance caused him and the assessment remains Where it was. 

36. The 20% of the deposit that goes to the state covers costs of notification and also 
prevents owners from Bidding very high prices for their own properties, through an 
agent, and of course, failing to carry through any transaction—keeping actual tax 
assessments low at no 'cost to themselves. ' 

37. For farm land, transfers normally occur after the harvest, so the time limit for 
transfer would be 60 days after the end of the agricultural year in the area, if the previous 
owner so requested when choosing option a.“ 
Improvements made after the date of the tax declaration and increased value of trees 

or plantations would be Valued by mutually-agreed—upon appraisers or, in their absence, 

54 As I understand existing Chilean law, the punishment given a tax service employee who divulged 
information about income tax declarations could easily be more severe than the punishment of a tax 
evade): who was turned in as a result of public knowledge of the amounts declared. Thus have the 
legislators helped cvadets protect themselves ! ' 

55 Since the nuisance to the owner and the disincentive to new investment in land will be considerable 
even if an 056: is not bona fide, one would prefer a larger guarantee deposit. HoWevet, in many poor 
countries the banks are controlled by landowners. They will hardly lend or provide guarantees for this 
purpose, so the deposit has to be kept low so that real estate brokers, lawyers, and other middlewealth 
individuals can make bids on the strength of their own capital. ' 

56 Likewise, where an owner or tenant with an unexpired lease showed that relocation would cause 
undue hardship for reasons of health, the courts could‘grant up to three successive 60-day extensions for 
pdssession of the property. Neither in this case norm the ‘crop year’ extension could the previous owner 
change to option b after the end of the 30-day decision period. 
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by a cburt. (Hence the need for itemized declaration of existing improvements, even if 
tax—exempt.) Tenants'might be protected by allowing them to match the price to be 
paid (see paragraph below); the bidder in such a case should at least receive a consolation 
payment of the first years’s tax increase and the land reform agency should reimburse his 
expenses. 

38. If the transfer cannot be cdmpleted Within the time limit because the title is not 
clear, or because the owner refuses to deliver the property, the person making the offer 
which was accepted need only deposit the balance of the cash down payment With the 
appropriate court, which will order effective possession for the buyer.57 The former 
owner, however, will receive no money unless he clears and transfers the title within a 

stated time.“ Should he be unable to do so, the court will issue a new and unchallenge- 
ablc title. The money will remain on deposit for the period prescribed by law, as def- 
initive indemnity to all persons who, Within the prescription period, might subsequently 
prove that they had had valid title(s) to'the land. (If titles are generally cloudy, special 
courts or laws may be needed to improve the definition of property rights— but that is 

‘ 
outside the scope of this paper.) Note that the tax office itself is in no way involved 
either in transfer or in title and boundary disputes. 

39. To avoid continuous bother for owners and the tax service, offers would be received 
only during the first week of each calendar quarter; there would thus be four ‘rbunds’ 
of tax value tightening each year.59 

40. Transfers, rentals, issuance of options, or Other changes in ownership and rights in 
the property must be declared in the local tax office, Where they will be displayed for the 
information _of prospective bidders. Non-declaration shall make such rights or transfer 
null and void should a tax offer be made, and any parties injured thereby must look for 
damages to the person named as owner in tax records as of the date of the offer. No 
changes will be received, not take effect, during the week of recepfion of offers orvthere- 
after, until any offer is disposed of. 

41. To discourage corruption of the process, offers would be made on printed forms, 
folded and sealed to conceal from tax office employees the identity of the property in- 
volved and the amount of 'the offer made. The person bringing in the offer would receive 

57 Should the actual area be less than that declared, the courts would decide an appropriate price 
reduction. If greater, indicating possible tax evasion, the price would not be increased. For rules as to the 
cash down payment and period for settlement of the balance, see numbers 61—66. 
58 Should any person with an interest in the land not have received notices, etc., because his interest 
was not declared by the owner] occupier who filed the declaration, the law should prptcct the title of the 
new owner by limiting the actions of the injured party to suit against the ex-ownet who failed t9 report 
that interest.

‘ 

59 In countries with rapid inflation, the offers and depOSit should be made in terms of money of the 
month of the tax declaration, with actual payment of the balance to be made in the same purchasing 
power, whenever actually made to the owner or to a court.

.

\ 
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a signed receipt bearing a serial number identical to that on the outside of the offer form. 
The clerk would certify the amount and form of the guarantee presented in the same 
receipt and on the outside of the offer itself.

/ 

42. After the deadline for presenting offer}, these would be opened and examined.“0 
Those for which the guarantee was insufficient for the amount bid, would be set aside. 
All others would be sorted according to the property involved, and all but the highest 
offer for each property would be set aside. The amount of the successful offer would be 
noted on each of the unsuccessful ones, and the unsuccessful bidders would be entitled to 
information as to the option subsequently exercised by the owner. (This is further to 
hamper corruption and to improve knowledge of the market by tliose bidding in it.) 

43. The highest offer would theh be communicated to the owner; the test would be 
returned (with the guarantees) to fhos'e presenting the numbered receipts. 

44. While owners would normally be welcome to raise declared values at any time, 
‘amended’ declarations would not be accepted during the week before the offer period, 
not during the offer period itself, including the delay until owners had been notified. An 
owner Whose property had attracted an offer could not file a new declaration at all, but 
must choose one of the three options.61 

45. On the first day of the week before the offer period, notice would be posted in the 
tax offices identifying the properties for which amended declarations, transfers, leases 
or options had been presented after the initial declaration. Prospective bidders would be 
entitled to the details so that their bids would reflect current status of the property. . 

46. An offer once presented could not be Withdrawn without forfeiting the deposit in 
favor of the state if the offer had not yet been relayed to the owner, or of the owner and 
the state if it had.62 

47. To avoid intimidation of possible bidders and vengeance on those who do make bids, 
offers should be anonymous. The guarantee could be posted in bearer bonds, bank 
drafts, or cash. The numbered receipt, which in effect would be freely transferable, 
would identify a person entitled to buy a propertyor if the offer were rejected, to recover 

, 
the guarantee and collect any reward. 

48! However, if agrarian reform laws limit landholdings of any person or family, or of 
foreigners, no land could be bought by or for persons for Whom the property involved 

60 This procedure seeks to prevent private ‘leaks’ by tax service employees to owners or to prospective. 
bidders, as to the amounts bid or even to the fact that an offer has been made for specific properties.Thc 
numbered receipts and notation of data right on the offer aims to prevent the ‘mislaying’ of offers and , 

other sabotage efforts through landowner bribery in the tax office. 
.61 Sec paragraph 19 above. 
62 See paragraphs 55 and 36 above. 
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would exceed the legal limit; this control should be exercised by the registrar of deeds 
who formalizes land transfers, rather than by the tax agency. 

‘49. Since it would be hard to evaluate large rural properties from public roads, if any, 
owners would be obliged to permit free entry during daylight hours, limited to roads, 
canals, fencelincs, etc., during the week following publication of declared values. Visitors

I 

would not be permitted to enter buildings, not to approach closer than, say, 50 meters to 
the owner’s dwelling. This would, of course, only be neéessary for properties so large 
that they cannot be inspected otherwise—the very properties most frequently the concern 
of land reform, tax reform, and'aggicultural development programs. Another approach 
would be to require permanent easement for the public along foads of properties housing 
more than, say, 25 persons. Private enclavesand company towns, separated from the 
rest of the country by armed guards and ‘No entry’ .signsare seldom compatible with 
‘national integration, a frequent goal of the underdeveloped countrie‘s. 

50. The tax office reserves the right, of course, to proceed on a cadastral survey, as'wcll 
as to assess specific properties or all property. This power would be used in cases or 
areas when market—enforced self—assessment does not seem to be working; it is the orfly 
definitive way to cope with evasion through over-valuation of exempt improvements. 
For these assessments, appeal would be to the courts. 

I Gettingstarted ' 

. 
V

V 

51. To ease the installation of the new system, ample information about its working 
should be spread to the community. It may be best to indicate zones or types of property 
where it should be introduced first, proceeding gradually to the whole country. Only 
those unwilling to accept the old assessment as arbitrarily adjusted, plus'those never 
before assessed, would be subject to offers in the first year (see paragraph 4 above). Yet 
it must be remembered that until the day when they are obliged td accept fullvalue 
assessments, property owners will try to repeal the system—piecemeal introduction may 
thus be more vulnerable and less effective than nationwide reform at once. 

52. Persons judged so worthy or so politically powerful that they must be excluded from 
market enforcement should have their properties valued by the index adjustment without 
appeal or being subject to offers, provided land use had not changed. This would usually 
include land reform beneficiaries, for whom the reform agency would set the tax assess- 
_ment together with the price for the land they receive"63 It would also apply to low-tost 
public or private subsidizod low-income housing whose tax valuation would be based 
on the cost as determined by the public agency involved. 

65 Reform governments should resist the temptation to_ exempt land refotm beneficiéu'ies from land » 

taxes. Taxes prevent lapse into pure subsistence farming and ensure future contribution by thc sector to 
general revenue, even after reform is completed. If they are exempted initially, taxpayer strikés, as in 
France, will frustrate future efforts to tax small holders.

I 
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53. Owners of complex properties, such as city department stOres and factories, Would 
doubtless choose professional assessment frorn the start (see paragraph 24 above). New 
factories receiving tax incentives might well receive courtesy appraisal without 'the 

usual charge and with or without their own declaration as a starting point. The tax 
agency will still' need a staff of professional assessors, highly skilled, even after the new 
system is well installed, for requested appraisals, inheritance tax valuations, etc. 

J Corporaliom ~
I 

54. Corporation landowners would pose no problem to this system. The tax base is the 
real estate held by the corporation, not the corporation itself. Whenvsomeonc considers 
that realty undervalued, he bids for it, Without thereby assuming any responsibility for 
other assets, liabilities or activities of the corporation.- The same applies to cooperatives 
and other forms of multiple ownership. 

55. The tax assessment policy here proposed is independent of the rate structure. How- 
ever, if that structure includes progressive rates to discourage holdings in excess of 
certain limits, or if land‘ reform legislation prohibits holdings aboVersuch limits, bearer 
shares in landowning corporations must be préhjbited' and the tax dedaration must in- 
clude the list of shareholders and the number of shares owned by each. 

56. Prohibition of bearer shares for corporations of all kinds would greatly facilitate 
enforcement of all taxes and'especially those on income and inheritance.M The only real 
use of bearer shares in Latin America today is tax evasion, so no self~respecting govern- 
ment should tolerate them. The so—called ‘substitute’ annual taxes (as used in Argentina 
and Uruguay) of 10/0 or so on. capital are no real substitute for the inheritance tax. They 
are largely shifted to consumers and workers as a COSt, and they nullify the progression 
purportedly built into the inheritance tax rate tables.65 

K Var} large unit: 
57. W hen one taxpayer owns a great deal of land, Separate declaration should be requir- 
ed for each operating unit. Even so, some operating units (especially livestock opera- 
_tions) will be so large that few persons will have the capital to make an offer. Those who 
do are likely to’feel a sense of solidarity with the landowners and Will not make offers. 
Again, if the banks are controlled by the wealthy, they will not finance the deposit—let 
alone the purchase—of land by a tax bidder. _ 

.

'

I 

64 Uruguay recently went further; instead of eliminating bearer shares in landholding corporations, K 

now common, corporation ownership of agricultural land was outlawed entirely by law 13318 of Dec. 28, 
1964, Art. 213-216. All land must be held only by natural persons and title registered in the name of the 
true owner or owners within two years. 
65 See J. Strasma, ‘La tributacién del capital y el desatrollo cconomico’ (Santiago: Instituto de Econo- 
mia, 1 965), chapter 3. 
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58. However, it is precisely the largest units, not the small or medium ones, that are of 
greateét interest to land reform agencies; Enforcement of reasonable tax valuations of 
these largest properties requires the existence of a land reform agency, with a will and 
resources adequate to represent a genuine threat of purchase. 

59; In many countries such a land reform agency does not exist, or is ineffective, often for 
the same reason that tax assessments—are far below market values. As a stopgap, then, 
owners of units over a certain value, once adjusted by the index, should not be permitted 
to appeal by declaring lower values subject to bids that the owners know will not be 
forthcoming. Rather, owners of all properties assessed over 5. given figure, say, $ 100,000 
after index adjustment, could appeal only by option I. 

60. Naturally, owners would still be obliged to submit higher values than the index— 
adjusted figures, if they are unwilling to settle for those figures in the event of expropria- 
tion. Failure to so declare would constitute ratification of the index-adjusted value as a 

ceiling for compensation in that (unlikely) event.
~ 

L Payment terimfor option a tramfer: 
61. The mode of payment required of the buyer (if the owner chooses option a) should 
depend on the use and value of the property. A house or farm occupied by its owner and 
bought at less than, say, $ 12,000 should be paid for in cash except that the buyer would 
assume any existing mOrtgages if he wished. 

62. Mortage lenders, normally sympathetic with owners of large properties, mighttry to 
sabotage the process. All mortgage lenders would therefore be obliged to accept the 
substitution of debtors unless they could satisfy the Superintendent of Banks and Credit' 
that the property value did not really cover the unpaid balance. Since this would imply 
\that they had made an imprudent loan in the first place, few banks would dare make such 
claims. Other lenders would likewise hesitate to allow the Superintendent to probe 
into their (now uncontrolled) lending practices. 

6;. Rental dwellings, commercial buildings, industrial plants, and houses and farm 
properties over the limit set would be treated according to the terms on which such 
properties are regularly sold by willing sellers to normal buyers. This would usually 
mean that existing debt would be assumed, a certain fraction (perhaps 10%) of the total 
price be paid at the time of transfer and the balance be paid in notes due over, say, 3 

years, with a second lien on the property to guarantee payment. Again, lenders would be 
obliged to show cause for refusal to accept substitution ‘of borrowers for any existing 
mortgages. 

M Lam! reform tramfm 
64. If a land reform agency bids for the land, then the owner has no option. He must 
transfer title and he must accept payment in bonds on the same terms as those applied to 
expropriations for land reform purposes. However, he at least receives the full amount 
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he declared for tax’ Vpurpo'scs. If the land had Been expropriated, it would have been 
subject to appraisal. He could not have geceived more and he might possibly have 

. receiVed less thah his declared value.“ . 

65 . To gncourage ‘spontaneous’ land reform, tenants could be permitted to buy the ' 

land they will at the tax value declared by the owner at any time, paying only the current 
,year’s legal rental down and the balance in bonds obtained from the land reform agency. 

66. If the agency is proceding by zones or is overworked, reform could be speeded by 
allowing groups of persons eligible for reform parcels to choose a property and submit a 
plan of division or of cooperative operation to the reform agency. If the plan met mini— 
mum standards laid down by the agency, it would bid or would provide land bonds to 
the interested parties so that they could acquire even very large properties with minimum 
effort by the reform agency itself. However, they would have to pay the value declared. 
If that value was inflated by prestige considerations, monopoly power over a captive 

- labor force, etc., it might be a little cheaper to wait for the reform agency to expropriate. 

V. CONCLUSIONS 

This paper suggests measures with which 9. Finance Minister who so wills and who has 
the political backing, can effectively raise property tax assessments and complete the job 
during his own “political lifetime.’ Private property, itself a creation of the state, is taxed 
and logically should be valued by the state. The present proposal does not change the 
state’s responsibility of control. What it does do is enlist voluntary cooperation for a 
prospective reward just as every country does in enforcing the income tax. ' 

A T/Je efletz‘iue tax increase 
The first step is an index adjustment of all existing assessments aimed to put the average 
property at or above market values. This will separate the inevitable opposition to 
higher taxes from the‘ legitimate discussion of the most practical and just way to assess 
those taxes. A,rate increase won’t do because it confuses issues and perpetuates under— 
assessment, hampering the operation of other taxes related to property values (e.g., 
income and inheritance taxes). 

B Appéal byself-aueumem‘
, 

The second step is to escape the enormous burden of traditional appeals, ,replacing 
recourse to the courts with permission for owners unhappy with the index-adjusted 
values to substitute their own valuations. Owners of properties not previously assessed 
at all‘would also be required to declarg the value. Owners would hesitate to understate 

66 In expropriation, the law might allow the owner to retain part of the land. When the‘reform agency 
used the method here suggested, that would not necessarily apply—unless the agency allowed him to 
request a parcel, together with other candidates. 
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market values more than 2.0% or so because any person or company could make a bid 
for self-assessed property at 10% or more than the value declared. If the owners declined 
to sell, the tax value would be raised to the amount rejected and a fine would be levied, 
to be shared with the frustrated bidder. 

In a third stage, all assessed values would be published and subject to bids. Owners 
Whose properties were still under-assessed even after the index-adjustment would thus be 
brought into line; previously only those who thought their property over-assessed'were 
involved. 

C Appeal [7} appraim/ ‘
. 

All assessments, declarations, and offers would be subject to automatic adjustment should 
inflation exceed certain rates per year or month, or in cases of suddgn devaluation. 

' 

, 
Owners unwilling to be subjected to this procedure could request fiscal assessment, 

but would be obliged to pay the full cost thereof to the tax service. The charge would be 
high enough that the service could obtain appraisers whose desire to continue receiving 
such fees (from the tax service) would offset the temptation to accept bribes from owners. 
At the very least, corruption should be much less than at present, when appraisers are 
usually overworked and are paid salaries so low that they feel obliged to accept ‘gratuit- 
ies’ from propefty owners. 

Appraisals set would be reviewed by the tax service which could reject the first one and 
assign a second appraiser (at its own expense). The owner, if dissatisfied with the first 
appraisal, could likewise request a second valuation—at his expense: In either of 'these 
cases, the two values‘would be averaged for the taic valuation. The tax service would 
have no further appeal; the owner could only appeal by submitting his own value and 
returning to-the market-enforced system. 

D Remmryment and [and reform . . 

The net result would be a great relief of court calendars and of the tax services. Ap- 
praisers and lawyers now working for owners would lose a lucrative practice Whose 
social value _in underdeveloped countries has sometimes been questionable. Both, 
however, would have socially-useful employment in land reform programs and urban 
ren’ ewal, in acquisitions and in clearing up titles for small holders. Some will also continue 
to earn handsomely—by making bids for undervalued property in the new system. 

Market—enforced self-assessment will not solve every problem associated with taxation 
and public administration. Corruption can be gtgatly reduced through proqedures her_e 
suggested; though including these details here may make the system appear more com- 
plicated than it really is. Those who dislike private profits from enforcement of taxes 
should consider whether they should not dislike even more the present profits made by 
evaders of property taxes government is unable to assess under older systems. 

In the longer run, technical assistance and training programs (financed with part of the 
higher propegty tax revenugs) would permit a cadastral survey. Such assistance'would 
make possible the organization of the technically-competent, responsible valuation 
department arid land use planning agency that are essential to modern public admin— 
lstratlon. 
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The measures here suggested are intended for use right now, with the staff, the quality 
of public administration, and the character of taxpayers as they now are, in under- 
developed countries. They are not a valid substitute for land reform.67 
At times the political situation permits enactment and implementation of either tax 

reform or land reform, but not both at once. In such cases—Ecuador, Peru, and Chile in 
1964-65 may possibly be examples—land reform should come first, in my judgment. It 
breaks drastically with custom and with a power structure, and this will subsequently 
make it easier to apply the tax reform here described. In addition, since the principle of 
compensation at tax values is fairly well established,68 the very eve of land reform is not a 
logical moment for government to allow owners to raise tax values! 

In many underdeveloped countries, however, the land reform movement has not yet 
achieved the strength needed to bring about reform—by violence or at the polls. Yet in 
some of those countries, and in others such as Mexico, Bolivia, and Venezuela where 
reform is largely completed, there may, at times, be the lesser strength needed to enact 
a tax reassessment. Traditional methods have often failed or delayed many years in 
bringing this about. 

E Onefirza/problem: apran‘iml text 
The proposals made here appear to offer a chance to achieve effective property tax 
reassessment during the political life of a cabinet or a finance minister. The next step is 
in the hand of the reader: to arrange a test application in a country, province, state, or 
municipality that genuinely wants reassessment. And if at first the idea is rejected indig— 
nantly, public discussion may at least force governments to decide Whether they want to 
reassess. If this paper does nothing more than stimulate more effective work by tradi— v 

tional methods by tax officials trying to show that the new technique is not needed, that 
too will be a contribution. 

67 Land redistribution is painful to a few large landowners, but its potential beneficiaries are numerous 
and can often be organized to demonstrate for land reform or to defend reform governments. Property 
tax increases, on the other hand, affect thousands of small holders, urban as well as rural, while no one 
perceives any very direct benefit. Sophisticated landlords therefore often argue for tax increases as more 
‘obiective’ or ‘impetsonal’ than land redistribution. While tax measures could, in time, attain many of 
the objectives of land reform, landowners advocating tax reform usually merely hope thereby to escape 
any reform at all. v

V 

68 See United Nations, Fourtb Report On Progrex: in Land Reform (New York, 1965), chapter 3. 
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- TAXATION CHAOS IN CYPRUS 
by 

PHIDIAS C. KYPRIS, LL.B., A.A.C.C.A., F.A.A. SABA & COMPANY
/ 

Article I 88 of the Constitution of the Republic of Cyprus provides, inter alia, the follow- 
ing: . 

'

I 

‘. 
. . all laws in force on the date of the coming into operation of this Constitution 

shall . . . continue in force on or‘ after that date . . . provided that . . . any law imposing 
duties or taxes may continue to be in force until the 3 mt day of December, 1960.’ 
Paragraph 2 of article 78 of the Constitution provides the following: ‘Any modifica— 

tion . . . of any law imposing duties or taxes shall require a separate simple majority of 
the Representatives elected by the Greek and the Turkish Communities respectively 
taking part in the vote.’ 
The above two articles of the Constitution were destined to create the taxation chaos 

which followed the declaration of independence of Cyprus and were, in fact, the beginning 
of the friction between the two communities which culminated in the armed clash in 
December I 96 5 . , 

The Constitution came into operation on August 16, 1960, when Cyprus was declared 
an Independent Republic. '- 

‘Accotding to article 188 all taxation laws were to expire on December 31, 1960, and, 
as this provided too short a time for the preparation of new taxation laws, the Govern— 
ment prepared a bill providing for the extension of the life of all laws imposing taxes for 
a period of six months after the gut December 1960. 

‘ After considerable discussions in the House of Representatives between the Greek 
members and the Turkish members the bill was made into law on December 36, 1960. 
The extension period, however, was reduced to three months, viz. up to March 3 I,‘ 1961, 
as a compromise to the Turkish members who originally accepted an extension of only 
two months. It is worthy of note that the law was successful by a very narrow majority. 
Out of the 25 Greek members who were present 19 voted for the bill and 6 abstained. 
Out of the 13 Turkish members who were present 7 voted for the bill, 5 voted against it 
and 1 abstained. So the bill was made into law by a majority of two Turkish delegates 
who could, if they chose-to follow the 5 dissenters, throw the country into the taxation 
chaos which was to follow in three months.

‘ 

The tax laws which existed at that time were to a certain extent out—dated because they 
' had been meant for a colony. Now that Cyprus had emerged from the colonial status and 
had joined the chorus of independent states all laws had to be framed in such a way as to 
tally with the Constitution. This was not, of course, an easy task and the Executive were 
unable to prepare new taxation laws Within the extenéion time of three mOnths mention- 
ed above. So a new bill was prepared providing for the extension of all tax laws for a 
further period of three months. 
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It is not the purpose of this article to get into the details of the discussions which took 
place inthe House of Representatives on the 30th and gut of March 1961. By doing this, 
one. may run the danger of being involved into politics. The result, however, was that 
the bill was not made a law and so the tragedy began. The outcome of the voting was as 
follow: » 

MP1 Voted Voted , 

present infavour agaimz‘ Akitained 

Greeks 25 25 
I _ _ 

Turks I 3 —- ' 1 1 , z 

,The Cyprus Government went illegal, not because it lacked the support of the people 
but because the Constitution, which was definitely not in conformity With the principles 

' of the Charter of the United Nations, allowed it. On the first of April 1961 Cyprus was 
left Without tax laws and so all levies became illegal. 

Fortunately the overwhelming majority of the people reacted in a miraculous way. 
They were able to see that if they refused to pay their dues the State would be destroyed 
for the good of no one. So they continued to pay the taxes despite the fact that the laws 
imposing these taxes were dead letters. Of course there were exceptions and a number of 
tax—payers resorted to the High Constitutional Court seeking relief against the State. 
These cases cannot, of course, be discussed within the limits of an article. 
The term ‘any law imposing duties or taxes’, as used by article I 88 of the Constitution, 

has not been judicially interpreted but it is easy to see that it is a very Wide term. Apart 
I 

from the laws which are taxation laws in the eye of every citizen, such as the Income Tax 
Law, Custom Duties Law etc., a great number of other laws impose some sort of taxa— 
tion, as for instance the Wireless Telegraphy Law which imposes an annual licence of 
one pound for each radio. So it proved impossible for a young State to revise all laws 
which directly or indirectly imposed some sort of due within the stupidly narrow limits 
allowed by the Constitution. ’

‘ 

As, however, we cannot relate the story of every law imposing taxation, We shall 
limit ourselves to the examination of one major branch—Income Tax. This choice has 
not, of course, been made at random. It was purposeful. The phases of the Income Tax 
chaos are really the most tragic of the Cyprus drama and bear ample evidence to the fact 
that a bad Constitution is not better than no Constitution at all. 
On the Ist of April, 1961, Cyprus was left, as explained above, Without an Income 

Tax Law. The confusion which followed is indescribable. The Commissioner of Income ‘ 

Tax continued to tax the citizens, the overwhelming majority of whom paid without 
grumbling. However, there were citizens who, either because they believed that they 
had a genuine case against the Commissioner, or because they wanted to take advantage 
of the ‘laxvlessness’, flooded the High Constitutional Court with appeals. On the other . 

hand, the employers were at a loss as far as deducting income tax from the salaries of 
their employees was concerned. Some employers, seeing that deducting such income tax 
was definitely illegal, stopped doing so. Others, acting on the principle that ‘salvu$ 
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populi summa lex’ continued to deduct the tax and pay it over to the Government. The 
net result was that nobody knew where he stood.

’ 

In the Autumn of 1961 an Income Tax Bill was finally ready for discussion by the 
House of Representatives. Before discussion on the substance of the bill was started, a 

number of Turkish MPs who had formed the ‘Independent Turkish Group’ put forward 
the following suggestion: that a new article be added to the bill providing ‘that this law 
shall expire at the end of each year unless it is renewed by the House’. This created a 

very thorny problem because it meant that at the end of each year a majority of the MP5 
of either community could stop the Income Tax machine. For the moment, however, it 
was by—passed and the House proceeded -to the discussion of the substance. This was 
done on December .1 1,, 1 z, 14., 15 and 1 8, 1961 . All articles were voted by both commun- 
ities, but article 25, which governed the income tax scales in appendix II to the Bill, was 
not passed. This, of course, was the crux. An Income Tax' Law without income tax 
scales is no law at all. 
The ‘lndependent Turkish GrOup’ came forward with the suggestion that the law 

should beipassed as a whole but that appendix II should expire on December 51 of each 
year unless previously renewed by the House. After hot and animated discussions the 
Turkish Group modified their suggestion as follows: ‘The Law will be in force without 
limit, apendix II will be in force up to December 31, 1963, if then it is renewed by deci- 
sion of the House it will be in force for a further period of two years and so on. But if on 
5 mt December, 1963 it is not renewed it will be in force for a period of 3 months’. 
This suggestionvwas put to the vote and dropped by 30 Greeks voting against and I4 

Turks voting in favour. There were no abstentions. 
After this deadlock the Bill as a whole was put to the vote. All the 30 Greeks who were 

present voted in favour, but 10 of the T utks voted against it. Four of the Turks ab- 
stained. . 

Once more Cyprus lost her hope for a peaceful and prosperous future. The country 
was left Without the most pivotal of taxes—Income Tax. It was by then clear in the 
minds of all that thé Constitution was not workable. _ 

The solution which was found was the solution of a drowning man who clutches at a 

serpent. All the political leaders were able to See that the country could not go on without 
income tax and that the tax levied from big foreign companies, such as the Cyprus Mines 
Corporation, was essential to the very existence of the State. So the House passed law 
No. 58 of 1961 which was cited as ‘The Income Tax (Foreign Persons) Law, 196 \I’, and _ 

which was a facsimile of the Bill which failed on December 18, 1961. But what, then, 
about the Cypriots? Should they go untaxed? The two Communal Chambers then entered 
the picture. The Greek Chamber passed a ‘Personal Contributions’ Law for the taxation 
of Greek citizens and the Turkish Chamber passed its own for the taxation of the Turkish 
citizens. These two communal laws together with the Income Tax (Foreign Persons) 
Law, 1961, were published in the Official Gazette on December 29, I 961.

' 

This was the last act of the drama. Cyprus, 9. small couhtry of roughly» 500,000 Greeks 
and I 10,000 Turks was to havé three difl‘erent income tax laws—one for thc Greeks, one 
for the Turks and one for the foreigners. But this" act, however, is in itself a new drama 
which needs a separate staging. 
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GREAT BRITAIN’S PART IN THE DEVELOPMENT 
OF DOUBLE TAXATION RELIEF* 

by 
R. WILLIS ** 

Income tax was first imposed in Great Britain in 1799. It was abolished in ISI; but 
reintroduced as a temporary measure in I 842. For some years there were high hopes that 
it would indeed be temporary but thgse hopes gradually faded. The tax, however, still 
expires at the end of each financial year and must be reimposed for the ensuing year by 
fresh legislation. But so far Parliament has never failed to‘ reimpose it, and I think we 
must recognise that this perfect Solution to the problem of double taxation is unlikely to 
be adopted. v v 

Sb far as I know, double taxation of income was not an issue in the period up to I 815, 
but it is now over a hundred years since it first gave rise to complaints in this country. 
In 1 860 income tax was introduced in British India and in 1 861 the first protests began to 
arrive from residents of the United Kingdom who had become liable to income tax 
both in Britain and in India upon income and profits arising in India. These complaints 
were the subject of debate in the House of Commons, when the general View seems to 
have been that the United Kingdom income tax, which had already been in existence for 
nearly 20 years, ought not to be altered just because another country chose to adopt the 
same system of taxation. The Chancellor of the Exchequer of the day apparently recog— 
nised that there was a problem here which might well be further investigated; but 
nothing came of it and the matter was allowed to drop. 
Ten years later, in 1872, Great Britain made its first double taxation agreement. The 

agreement was with the Swiss Canton of Vaud and related to death duties—that is, so 
far as Great Britain was concerned, the legacy and succession duties. It was a rather 
curious agreement, possibly because the officials of the Inland Revenue were never 
consulted about it. The apparent intention was to protect the estates of British subjects 
who happened to die While temporarily resident in the Canton from being charged to the 
Cantonal death duties on property situated in Britain and elsewhere. However, it 

subsequently emerged that a foreigner residing in the Canton of Vaud could technically 
remain a temporary resident for as long as he pleased, provided that he abstained from 
making a formal declaration of his intention to establish his domicile in the Canton. 
This was highly satisfactory to the many British subjects who retired to that beautiful 
region, but some years ago the Cantonal authorities came to-fcel that the treatment which 

‘ these British subjects enjoyed was unduly generous and represented to us that the 

* Address to the 19th IFA Congress in London, September I 3, 1965 . 

** Mr. Robert Willis, C.B., C.M.G., is Deputy Chairman of the Board of Inland Revenue 
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agreement should be terminated. We felt bound td agree that the Canton’s case was a 
good one and the agreement was terminated in I 95 8 after a life of over 80 years. 
The next landmark in the double taxation field in Britain was also concerned With 

death duties. I doubt whether it was recognised as a landmark at the time, but it was in 
fact the first introduction into the British tax system of relief for double taxation by way 
of credit. In 1894 the British estate duty was introduced and provision was made in the 
legislation for duty charged in other countries of the British Empire on property situated 
in those countries to be deducted—that is, allowed as a credit—against the British duty 
on the same property. It was a condition of the relief that the rules governing the 
situation of property for death duty purposes must be the same in the colony as in 
Great Britain, and this to some extent limited the scope of its operation.» Nevertheless, 
the system established in I 894 was still applicable in relation to a considerable number' of 
countries in What we now call the Commonwealth right up to 1962. In that year it was 
decided that the relief should be generalised and a unilateral credit system on convention— 
al lines is now in operation and applies to foreign countries as well as to countries of the 
Commonwealth. r

‘ 

To return to the income tax, in the 1890’s a number of countries Within the British 
Empire began to impose taxes on income and in the following years repeated representa— 
tions were made to Parliament on the subject of double taxation within the Empire. The 
problem was discussed in Parliament from time to time but all suggestions for giVing 
relief were resisted by the Govefnment. Thus, in one of these debates. in 1907, Mr. 
Asquith, then Chancellor of the Exchequer, argued that if a man'for reasons of his own 
resided in the United Kingdom and enjoyed the protection of British IaWS‘it was only 
fair that, in consideration of this voluntary act on his part and the protection extended 
to him by the Government, he should contribute income tax on the whole of his income 
Wherever that income arose. In I 9 I I the question was discussed at an Imperial Conference 
of Colonial Prime Ministers. On this occasion the British attitude was somewhat less 
rigid, though the effective result was the same. The Chancellor of the Exchequer, who 
was now Mr. Lloyd George, expressed sympathy with the suggestion that double taxa— 
tion should be abolished within the Empire but said that he could not afford to make any 
remissions of British tax. 

It is noteworthy that such discussions as there had been in Britain in these early days 
on the question of eliminating double taxatiOn had all been directed to the problem of 
double taxation within the Empire; there seems to have been little if any c’oncern about 
the situation of a United Kingdom taxpayer Whose income had been taxed in a foreign 
country. There were a number of reasons for this. In the first place, no doubt, the great 
mass of British investment abroad was in countries of the British Empire, so that it was 
to be expected that the main demand for double taxation relief should arise out of taxation 
in the colonies. Further, few countries at that time imposed a general income tax com- 
parable tQ that imposed in the United Kingdom, where residents of the country were 
charged on their income from all sources, Whether it arose in Britain or abroad (income 
flowing to non—residents from Britain being also charged). It is true that some countries 
did have a graduated tax on total income, but they relied also in impersonal or schedular 
taxes on particular categories of income which had no counterpart in the United King— 

419



GREAT BRITAIN-bOUBLE TAXATION RELIEF 

dom. In any case rates of tax were relatively low and one can only infer that such taxes as 
British residents suffered in foreign countries were not so heavy as to cause the taxpayer 
serious concern. I am speaking, of course, of double taxation as between the United 
Kingdom and other countries. The problem of double taxation was no doubt more 
serious as between Continental countries with close economic ties and broadly similar 
systems of taxation, and already towards the end of the nineteenth century certain agree- 
ments for the avoidance of double taxation had been made between such countries. 

Finally, taxation Within the British Empire taken as a Whole was considered to be on 
rather a special footing. The Empire was conceived of as essentially a single homogeneous 
unit and it could thus be argued with some force that it was inequitable to require a 
taxpayer to make two contributions of income tax for purposes which could be regarded 
as in some measure a single purpose, namely the well-being of the British Empire. 

This, then, was the situation 50 years ago: considerable anxiety about double taxation 
within the Empire, but so far nothing done about it. 
Then came the first World War. Rates of income tax in Britain rose steeply, and new or 

increased taxes were imposed in other parts of the Empire also. But perhaps the most 
important new factor was a technical change in the United Kingdom tax law. Up to 1914 
a United Kingdom resident who derived income from overseas investments was not 
automatically charged to tax on the full amount of the income; he was charged only on 
the amount of income actually remitted to this country. If the income was taxed in the 
country where it arose he could avoid double taxation by leaving it there—that is, if he 
could afford to do without the immediate use of the income. In 1914, however, the in- 
come tax charge was extended to the Whole of the income from investments abroad, 
Whether or not it was brought into the United Kingdom (there were certain exceptions 
which I need not go into). 

As a result of these changes the incidence of double taxation began to cause great 
dissatisfaction and the Government decided that something must be done. In 1916 
legislation was passed giving relief from United Kingdom tax where a person had paid 
both United Kingdom tax and ‘colonial’ tax—that is, tax in an Empire country—on the 
same income. Briefly, relief was given on the doubly taxed income at the colonial rate of 
tax, but it was provided that the United Kingdom rate was not to be reduced as a result 
below I7§~°/0; the standard rate of income tax at the time was 25%. The main defect of 
this arrangement was that it brought no relief to the less wealthy taxpayers whose rate of 
United Kingdom tax was in any case less than I7%%; and from the United Kingdom’s 
standpoint it was also a defect thaf the whole burden of relieving the double taxation 
Within the Empire fell upon the United Kingdom. The arrangement, however, was 
regarded as no more than a temporary expedient, Which was not to prejudice future 
consideration of the relative claims of the exchequers of the United Kingdom and the 
Dominions. An Imperial Conference in 1917 recommended that the question of relief 
for double taxation within the Empire should be taken up as soon as the war was over. 

Early in 1919 a Royal Commission was appointed to enquire into all aspects of the 
British income tax. The Commission appointed a sub—committee to consider the pro- 
blems of double taxation Within the Empire, and representatives of the self-governing 
Dominions—that is, Canada, Australia, New Zealand, South Africa and India—were 
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added to the sub—committee. The final outcome of these discussions was the introduction 
in 1920 of the scheme of ‘Dominion income tax relief’, which for the next 25 or so years 
was the means adopted for avoiding double taxation Within the Empire. Under this 
system the United Kingdom gave full relief for Dominion tax against United Kingdom 
tax where the Dominion rate was less than one—half of the taxpayer’s appropriate rate of 
United Kingdom tax; where the Dominion rate was higher than this the relief was limit— 
ed to half the United Kingdom rate. It is worth noting that the relief was not confined to 
United Kingdom residents or to income arising in the Dominion as 'opposed to the 
United Kingdom. The test was simply Whether the income was subject to both United 
Kingdom tax and Dominion tax; if it was, the United Kingdom gave relief. 
As I have said, the relief was limited to half the taxpayer’s rate of United Kingdom tax. 

The discussions in the sub—committee took place on the footing that it was in the com- 
mon interest of all parts of the Empire that double taxation should be eliminated and 
that any sacrifice of revenue necessary to remove hardship should be a mutual sacrifice. 
The United Kingdom was prepared to assume the major part of the burden in order to 
secure agreement, but it was part of the scheme as envisaged by the sub-committec that; 
where surrender of half its tax by the United Kingdom still left the taxpayer subject to 
some double taxation, the Dominion would give the further relief necessary to wipe out 
the lower of the two taxes. Thus it was envisaged that if the United Kingdom rate was, 
say, 25% and the Dominion rate was 15%, the United Kingdom would give relief of 
12130/0 and the Dominion would give the balance of 2%%. The scheme as passed into 
law, however, did not make this reciprocity a condition of relief. 

In the result not all Dominions made provision in their own law for reciprocal relief. 
Relief was introduced in India, and similar provision was usually made by the colonies—— 
that is, the dependent territories as distinct from the self-governing Dominions. In the 
case of the colonies the effect was Often to limit their regular rate of tax to half the rate in 
force in the United Kingdom; if the colony’s main source of tax revenue was the 
profits of United Kingdom companies operating in its territory there was little to be 
gained by imposing a rate of tax higher than half the United Kingdom rate, since it 

A would be inoperative in relation to the United Kingdom companies. - 

Th'ose Dominions which criticised the concept of reciprocal relief could fairly claim 
that they were already avoiding double taxation in other ways. Australia, for example, 
based its tax system exclusively on the principle of the origin or source of the income, 
and did not tax the overseas income of its residents. It held strongly to the view that the 
country of origin had the primary right to tax, to the exclusion if necessary of the country 
of residence of the recipient; in the discussions in the sub-committee it argued that, if 
"taxation on a residence basis was also admissible, Australia had already made its proper 
sacrifice in any reciprocal arrangement within the Empire by not taxing on that basis. 
i(In fairness to Australia I must make it clear that, despite these views, she did subse- 
quently provide reciprocal relief.)

‘ 

To this it was replied that no State could be expected to surrender the right to tax its 
«own residents, particularly as the exemption of overseas income would be incompatible 
'With the principle—to which the United Kingdom' attached great importance—of 
“ability- to pay’. The United Kingdom could not accept a situation in which the total 
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burden of income tax borne by one United Kingdom resident was greater than that 
borne by another resident with the same income merely because part of the latter’s 
income was derived from another part of the Empire Where rates of tax were lower than 
in the United Kingdom. And, quite apart from the principle of ability to pay, the accept- 
ance of an exclusive origin basis would have thrown the cost of eliminating double 
taxation almost entirely on the United Kingdom. - 

Here we see already the conflict of views between the capital—importing and capital- 
exporting countries which emerged so clearly in the following yearsjn the international 
discussions held under the auspices of the League of Nations. 
The solution by means of a credit system, to be given by the country of residence, was 

also ventilated in the sub—committee’s discussions. This tooappeared unacceptable to the 
United Kingdom because it would place the home exchequer at the mercy of the country 
of origin, Which would be able to increase its rates of tax on the non-resident entirely at 
the expense of the country to which the non-resident belonged.r The United States had 
introduced a unilatgral credit system for foreign taxes at about this time, but to the 
United Kingdom at least such a relief seemed extraordinarily generous as well as rather 
rash. 
The sub-committee in which these discussions took place was only concerned with the 

problem of double taxation within thé Empire. The Royal Commission itself also con- 
sidered the problem in relation to foreign countries, but they did not regard it as so 
urgent since the factor of the mutual interest of all parts of the Empire in the well—being 
of the Empire as a whole was not present in the case of foreign countries. Furthermore, 
they rightly foresaw serious difficulties in working out acceptable solutions. Their 
conclusion was that any change could only come about as the result of reciprocal 
arrangements between the United Kingdom and particular foreign countries, and that 
such arrangements could only be arrived at by means of a series of conferences, possibly 
(they suggested) under the auspices of the League of Nations. 

This was in 1920. As is well known, the League of Nations began its work on the 
avoidance of double taxation in the following year. Sir Josiah Stamp, 21' former official of 
the British Board of Inland Revenue who had later been a member of the Royal Com- 
mission on the Income Tax, was one of the four distinguished economists who undertook 
the-first, theoretical, study of the problem. This is not the occasion for discussing the 
economists’ woxk in detail, but it will be recalled that they put forward the principle of 
‘economic allegiance’ as the ideal basis for deciding how an individual’s total tax liabil— 
ity—calculated according to his ability to pay—should be divided between competing 
States. The factors which they considered should be primarily taken into account for 
this purpose were -the place in which the income arose, and the place in which the tax- 
payer Was resident. They drew attention to certain other factors, but considered that 
origin and residence were the most important ones. They went on to suggest four methods 
by which double taxation might be eliminated in the practical world. The first was the 
method of tax credits to be given by the country of residence, which had already been 
adopted by the United States. The second method was to ex‘empt all income flowing from 
the country of origin to non—residents; thus the Whole of a taxpayer’s income would be 
taxed in the country of his residence and would be taxed in that country only. The third 
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method was to divide the tax on some agreed basis between the country of Origin and 
the country of residence—the kind of arrangement which had been adopted in the 
Dominion income tax relief. The fourth method was to assign certain types of income by 
agreement to the country of origin, while other types of income going from that country 
to'non-residents would be exempted; the country of residence would retain the right to 
tax income which had already been taxed in the country of origin but would give credit 
for that tax. 

This last method is, of course, the method whichin the end has proved most generally 
acceptable. The economists themselves, however, favoured the pure residence basis, that 
is, the exemption of the non-resident from tax in the country of origin of the income. 
They did not claim that this was necessarily the best solution from a theoretical stand— 
point bfit they regarded it as the most practical solution of the difficulties of double 
taxation. 

It is a fair comment that the four economists came from developed countries Whose 
inteiests were likely to be best served by the pure residence basis. When the problem was 
handed over for further consideration to a wider body of technical experts (representing 
governmentgs) it soon became clear that many countries, and particularly, of course, the 
debtor countries, were still firmly committed to the principle of taxation on the basis of 
origin. The technical experts came to the conclusion that no single solution was possible 
to the problem of double taxation owing to the different fiscal systems of different 
countries. Later a further Committee of technical experts reviewed the matter and largely 
endorsed the conclusions of the first body. Subsequently the apprdach of different 
countries was illustraited by the drafting of three model conventions giving different 
degrees of weight to the competing principles of origin and residence. ’

‘ 

The United Kingdom took part in all these technical discussions, and also in the work 
V 

of the Fiscal Committee of the League of Nations which was subsequently established as 
a permanent body. We continued, however, to support the pure residence basis through— 
out these discussions; but it must be confessed that the British representative’s was a 
lone voice. 
The result of this difference of opinioh between the United Kingdom on the one hand 

and the other European countries on the other was that all attempts made the United 
Kingdom to reach comprehensive double taxation agreements came to nothing, and thus 

I 

between the wars the United Kingdom made no general double taxation agreement with 
any overseas country.

‘ 

I hasten to say that there was one very important exception, namely the agreement 
which was made in I 926 between the United Kingdom and the Republic of Ireland, then 
known as the Irish Free State. When the Irish Free State was set up it continued to follow 
the United Kingdom system of taxation, and, as financial and economic relations between 
the United Kingdom and the new State remained closely intertwined, it was clear that 
double taxation would arise in an acute form unless special arrangements were made. 
At. first temporary arrangements were adopted on the lines of the Dominion income tax 
relief, but the agreement of 1926 adopted the principle of residence in its entirety. An 
Irish resident is totally exempt from United Kingdom income tax, and a United King— 
dom resident is totally exempt from Irish income tax. This agreement is still in force, and 
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I believe it is the only one of its kind. The two countries themselves made different 
arrangements, importing the concept of permanent establishment and relief by way of 
credit, when in I 949 an agreement was concluded in regard to double profits tax—that is, 
the taxes which by then both countries were charging on company profits in addition to 
income tax. 

I might mention here that we also have arrangements with the Irish Republic for 
avoiding double stamp duties. This is a form of double tax‘ation which has not aroused 
much international concern, but in Britain the stamp duties used to be an important 
source of revenue and even today they still produce some £m 75 a year. There are similar 
stamp duties in force in the Irish Republic, and also in Northern Ireland which imposes 
its own stamp duties separate from those operative in Great Britain (that is, in England, 
Wales and Scotland). Since 1923 therefore arrangements have been in force between the 
three taxing authorities under which each accepts the stamp duty paid on a document in 
one of the other countries as satisfying its own duty on the same document. If its own 
duty is higher than the duty already paid, only the difference between the two rates is 
charged. In short, it is a credit system. 

I said just now that apart from the Irish agreement we made no general double taxation 
agreement between the wars. We did, however, make a considerable number of agree— 
ments for the reciprocal exemption of shipping profits, following the example of the 
United States, which as early as 1921 took power to exempt foreign shipping from United 
States tax on a basis of reciprocity. In this limited field the residence basis soon became 
Widely accepted, at any rate by countries with important shipping interests, as the best 
solution to the special difficulties in the field of double taxation which arose in the case of 
international shipping. This solution accorded with the general views of the United 
Kingdom and between 1923 and 1939 we made agreements with the United States, 
Canada and about ten other countries. The agreement with the United States was the 
first occasion on which the United Kingdom had made arrangements with a foreign 
country, as distinct from the Dominions, for the relief of double income tax. In 1931 
power was taken to make similar agreements in regard to profits from air transport, and 
agreements were subsequently made with France, Germany and the Netherlands. 
We also, from 1950 onwards, made a number of agreements for the reciprocal exemp- 

tion of profits arising to non—residents through certain agencies. In the presence of Mr. 
Carroll, I need not remind you of the creative work which was being done at that time 
in the Fiscal Committee on such subjects as the allocation of income and the concept of 
permanent establishment. In the United Kingdom we perhaps looked rather sceptically 
at such a novel phrase as ‘permanent establishment’, and I think that our predecessors 
might be surprised to see the highly sophisticated definition which now appears in the 
model convention of the O.E.C.D., the Organisation for Economic Co-operation and 
Development. In the conditions of 1930 it seemed sufficient to provide in the agreements 
that the non-resident should not be liable to United Kingdom tax in respect of profits 
arising through an agency in the United Kingdom unless the agent held a stock of goods 
in the United Kingdom or—to quote the actual words—he ‘has and habitually exercises 
a general authority to negotiate and conclude contracts’. I am glad that this familiar 
phrase still lives on in one corner of the O.E.C.D. definition. 
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Thus all the limited agreements which the United Kingdom entered into between the 
wars allocated ,the right to tax to the country of residence. Nevertheless the United 
Kingdom came at last to the View that it would be in our interests to enter into com- 
prehensive double taxation agreements even though it meant deviating from a principle 
to which we had been so firmly committed. It was clear that our views were not shares

’ 

by other countries (including the United States) which had been entering into reciprocal 
arrangements which gave far more weight to the principle of origin. During the second 
World War rates of tax had risen to great heights all over the world, and the double 
burden couldno longer be regarded as tolerable. Britain’s foreign earnings would be of 
vital importance to her economy in the post~war world, and British traders operating 
overseas would be at a serious disadvantage if they continued subject to double taxation 
while their competitors were relieved. In 1944, therefore, in response to an approach 
from the United States, we entered into negotiations and in 1945 our first comprehensive 
double taxation agreement was signed. The League of Nations model convention which 
held the field at that time was the Mexico draft, which relied rather heavily on the origin 
principle; the United Kingdom’s agreement with the United States gave considerably 
more weight to the residence principle, and I think one may say that that agreement had 
,its influence on the final League of Nations model, the London ‘dIaft, which was produc- 
ed in I 946. 
Once a start had been made we moved fairly quickly, and before long we had agree- 

ments with most of the countries of the Commonwealth; agreements with other Europe— 
an countries followed, more slowly. We now have over 60 agreements for the relief of 
double taxation on profits and income. Most of these were made before the Fiscal 
Committee of the O.E.C.D. completed its model convention but, for the most part, out 
agreements are substantially in line with the O.E.C.D. recommendations (although there 
are variations), and when we make agreements with additional countries, or revise 
existing agreements, we seek to follow the O.E.C.D. model as closely as possible. 

I might say in passing that we also have nine death duties agreements with other coun— 
tries—that is, for the avoidance of double taxation of the estates of deceased persons. As 
I mentioned earlier, credit for overseas death duties is now given unilaterally where there 
is no agreement. v - 

' '
- 

I should perhaps confess that when the proposal to set up a Fiscal Committee of what 
was then O.E.E.C. was first put forward the United Kingdom reaction was somewhat 
guarded. A great deal of work had already been done in the League of Nations and 
subsequently in the United Nations, and we doubted whether much profit would arise 

. from studying further refinements. \We had, for example, some reservations about the 
possibility of producing a model convention that could be put into efl'ect among all the 
members of O.E.E.C. multilaterally (though I may say that we are now playing a full 
part, in co—operation with other members of the European Free Trade Association and 
Finland in a study of the possibility of drawing up an acceptable multilateral convention). 
However, once the Fiscal Committee had been set up I think it is fair to say that the 
United Kingdom has taken a full share in the work, particularly in regard to the attribu— 
tion of business profits and the definition of permanent éstablishmcnt. If I was asked what 
has been the characteristic British coritribution I would say that our wide experience in 

, 
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double taxation negotiations, derived from the large number of agreements we have 
concluded, has enabled us to contribute valuable comment from the viewpoint of the 
practical administrator. - 

I must say a few words about the United Kingdom arrangements for giving credit for 
overseas taxes. It was originally provided that relief by way of credit should only be 
allowed in the context of a double taxation agreement; given that the cost of eliminating 
double taxation ought to be shared equitably between the two countries, it seemed that 
the credits to be given in the country of residence (which are part of the cost) should be 
one of the factors to be brought into account in arriving at an agreement. But after the 
first wave of agreements had been concluded it became apparent that future progress was 
going to be considerably slower, particularly when it was a question of negotiating with 
countries Whose tax codes were not so closely comparable with our own as those of the 
English-speaking countries. Pressure developed for relief to be given unilaterally to the 
United Kingdom resident when there was no agreement with the country from which he 
derived the income. In 19 50 therefore legislation was passed under which credit for 
overseas tax—whether paid in a Commonwealth country Or a foreign country—would be 
given against the United Kingdom tax on the same income, whether or not a double 
taxation agreement with the other country was in force. At the same time the Dominion 
income tax relief was abolished. The new relief was at first limited to one half of the rate 
of United Kingdom tax, but as income arising Within the Commonwealth had enjoyed 
favourable treatment for over 30 years it was considered desirable to maintain this 
preference and the limit was raised to three-quarters of the rate of United Kingdom tax 
where the overseas tax Was paid to a Commonwealth country. In 1953, following a 
recommendation made by the Royal Commission on the Taxation of Profits and Income, 
these limits were removed, and since then credit has in all cases been given for the whole 
of the foreign tax, subject, of course, to the limitation that it should not exceed the 
United Kingdom tax on the same income. 
One further elaboration of our provisions for double taxatjon relief deserves a 

mention. Many developing countries have resorted to ‘pioneer industry’ reliefs under 
which a new industry may, for CXample, ‘be exempted from tax for the first few years of its 
operation. The difficulty about these exemptions is that they are of no effective benefit 
to a non—resident enterprise if the payment of less tax in the developing country only 
means that it receives less c'redit in its home country; the beneficiary in such a case is the 
home country’s exchequer. In order to prevent these pioneer reliefs being frustrated in 
this way the United Kingdom now has power to enter into agreements under which the 
tax given up by the developing country is treated for credit purposes by the United 
Kingdom as if it had been paid. We have'so far made agreements with Pakistan, Israel, 
Malta and Jamaica which include provision on these lines. 

This address has been designed as a historical survey, and I have now reached the 
present day. As to the future, great changes are on the way with the introduction of the 
new corporation tax; The Chancellor of the Exchequer has discussed his taxation policy 
in an article in ‘Europcan Taxation’, and I shall not repeat what he has said. But I might 
in conclusion say a few words about the implications of the new system for our double 
taxation agreements. 
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The important feature here is the new treatment of dividends, which springs from the 
separation of the taxation of the company from the taxation» of the dividend paid to the 
shareholder. Up till now the United Kingdom has never levied a separate tax oh divi— 
dends, Whether paid to its own residents or to residents of other countries, over and above 
the tax charged on the company’s profits. Thus, unlike many other countries, we had no 
holding tax on dividends going to non—residents; the United Kingdom tax which is _ 

deducted by the company paying the dividend is in fact no more than the income tax 
on the company’s profits, passed on in effect to the shareholder. 
With the introduction of the corporation tax we shall have a taxation system compar— 

able to that of most other countries. There will be a tax on dividends quite separate from 
the tax on the profits of the company. This means that we shall have to seek revision of 
all our double taxation agreements which say nothing about the United Kingdom’s right 
to levy a Withholding tax but restrict the other country to a prescribed limit. When 
thg: necessary revisions havé taken place it should be easier to deal with dividends in 
future agreements because our taxation system will be more in conformity with the; 
system of the country with which we are negotiating. 
We shall also have to review a large number of our agreements which provide spe- 

cifically that neither the United Kingdom nor the other country is to impose any tax on: 
dividends over and above the tax charged on the company’s profits. To what extent we. 
shall be content with the exiéting provisions in this type of agreement, and to what 
extent we shall seek to infroduce reciprocal rates of withholding tax, I cannot at this 
moment say. 

It may take some time to secure the revisfon of all our agreements which restrict the 
other country to a prescribed rate of withholding tax but impose no such limitation on 
the United Kingdom. It has therefore been decided, as the Chancellor of the Exchequer 
announced in the House of Commons last month, that legislation will be introduced 
next year so that, for the time being, we shall restrict our rate of withholding to whatever 
level the agreement imposes on the other country. 

It is also provided in many of our agreements that a shareholder resident in .one coun- 
try and drawing dividends from a company resident in the other shall be given credit, 
not only for the other country’s Withholding tax on dividends, but: also for the tax which 
the company has to pay on the profits out of which it finds the dividends. This system of 
giving relief to the shareholder in respect of tax paid by the company is inherent in the I 

present United Kingdom system, and such relief was given generally under the old 
scheme of Dominion income tax relief. The introduction of corporation tax, separating 
the taxation of the company from the taxation of the shareholder, renders a relief of this 
kind inappropriate except where the shareholder is a company with a genuine trade 
investment in the company paying the dividend. Here again we shall have to seek the 
revision of all relevant agreements. 
Over the last twenty years the United Kingdom has been very active in the field of 

double taxation relief, both in bilateral negotiations and in the international discussions 
in O.E.C.D. and elsewhere. It is clear that further arduous days lie ahead. 
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ARGENTINA 
TAX NEWS 

RURAL TAXATION 
The Department of Agriculture has 
submitted to the Treasury Department a 
preliminary plan to modify, for a period 
of fdur years, the existing regime in rela- 
tion to rural taxation. The project is based 
on the authority of the Executive to reduce 
taxes when this is cdnsidered desirable.

V 

Reductions in taxable income would be 
50% of investments to increase the pro— 
ductivity of land, by fences, stock—yards,- 

wind—mills, water tanks, fiumps, wells, 
watering places for cattle, dams, bathing 
places, facilities for animal hygiene, dairies.- 

Also included are installations for the 
drying and preservation of grain, and 
investments in pesticides. 
A 100% deduction would be granted on 

investments destined “to readapt and 

throughs for cattle, watering stations,
\ 

maintain soils suitable for agriculture and 
cattle breeding.

' 

Horacio Hint/J reported by 
. Byway Aire: 

BRAZIL 
TAX NEWS 

DEDUCTION OF EXPENSES BY A BRANCH OF A FOREIGN 
ENTERPRISE-CASE LAW 

Foreign enterprises establishing a branch 
in Brazil must normally deposit an amount 
in dollars with, the Bank of Brazil. This 
deposit is cdnsidered as a guarantee for the 
loan in cruzeiros which the Bank of 
Brazil is required to make to the branch 
for'the purpose of providing this-branch 
with the necessary capital. The Bank of 
Bfazil charges interest on such loans, and, 
of course, the dollars given as guarantee 
may be returned to the foreign company. 
A problem arose with respect to an 

enguiry made by the Bank of Tokyo 
Ltda., as to whether the intqrest paid on 
the amount borrowed from the Bank of 
Brazil was deductible from the branch 

office’s taxable income for purpose of the 
income tax or not. 
The “Directorate of the'Income Tax” 

refused the deduction on the ground that 
it was an expense of the head office and 
not of the branch. 

I The establishment of the branth was 
deemed to be an interest of the foreign 

' company only (-RFLF 574-62—) or, in 
other words, the branch has no right to the 
deduction. An appeal before the Council 
of Taxpayers was also rejected on the 
grounds that the decision of the “Direc- 
torate of Income Taxes” was given in 
accordance with the law. . 

A new appeal for reconsideration before 
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this Council has resulted in a new judg- 
ment stating that the relevant expense is 
deductible from the taxable income for '_ 

the income tax of the branch because it is 
necessary for the' normal course of busi— 

ness of the branch, and Art. 37 of the 
regulation in force at the date of the 
“enquiry” allowed the deduction of 
'expenses incurred for the obtention of 
income and maintenance of its source. 

Damian no. j6,414, dated 4-XI—’o’3 

RHODESIA 
TAX NEWS 

THE 1965 BUDGET 
The following extracts of the 1965 Budget 
Statement cover the Minister’s proposals 
in regard to income tax. 

' Supertax 
Regarding the attraction, and retention, of 
highly skilled persons, I am very concern- 
ed at the steep rate at which supertax falls 
upon the individual taxpayer; too high a 
rate of direct taxation makes it difficult, if 
not impossible, to attract professional and 
other skilled people to the country. The 
present rate for the first £ 1,000 of super- 
taxable amount of a family taxpayer, i.e. 

with income between £ 4,000 and £ 5,000 
per annum, is 31. for every £ I of super- 
taxable amount; for every £ 1 of super- 
taxable amount in excess of £ 5,000 the rate 
is 4:. 3d. in the £ 1; In effect, from an 
income tax rate of 71. 34. in the ,5 I at an

V 

income of £ 4,000, the family taxpayer’s 
combined income and supertax rate rises to 
101. 5d. in the £ I at £ 4,001, and then to 
1 14'. 64’. in the £ 1 at £ 5,001. It is my inten— 
tion to modify supertax to some extent, 
firstly by eliminating the two-tier system 
of supertax between family and single 
taxpayers and, secondly, by reducing the 
impact of supertax. 

For the assessment year ended gust 
March last, I propose to raise the supertax 
abatement for the fgmily taxpayer from 
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5 4,000 to £ 4,500 and for the ‘single “person, 
from £ 2,000 to £ 2,250. 1 also propose 
that the rates of supertax for both family 
and single taxpayers be xx. 6d. for each g I 

of the first £ 1,000 of supertaxable amount, . 

3;. for each £ I of the second £ 1,000 of 
supertaxable amount and 4:. 64’. in the £ 1 

thereafter;
, 

The effects of these proposals will be, 
firstly, to raise the income level before 
supertax becomes payable to £ 4,500 for 
the family taxpayer and to £ 2,250 for the 
single taxpayer; secondly, to raise the 
maximum combined rate of income tax 
and supertax from IIJ‘. 6d. in the £ I to I 1:. 
gel. in the £ I for family taxpayers with 
incomes in excess of £ 6,500 and, for single 
taxpayers, » with indomes in excess of 
£ 4,250. The third effect is that, because of 
the increased abatements and the lower 
supertax rates applicable to the first two 
steps of supertaxable amounts, the family 
taxpayer will only pay more in combined 
income tax and supertax this year if his 
income exceeds 7!; 26,000; and, in the case 
of the single taxpayer, if his income exceeds. 
£ 10,500. 

Undixtributedprofitx tax 
As I foreshadowed in my 1964 Budget, 

I propose a flat rate of undistributed 
profits tax at 5;. 8:1. in the if I .
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I mJeJtment trezlif: 
I am continuing the system of invest- 

ment credits but I am proposing to limit 
the total investment creditto tax—exempt 
bodies to £ 1,000 which is the same maxi- mum at‘present applicable to an individual. 
Widow: I 

It is my intention to make a minor 
change in the system of taxation of 
Widows. At present, the surviving Wife 
with no minor children istaxed as a single 
person from the date of death of the 
husband. I propose to amend the legisla— 
tion so that the widow is treated as a 
married person for the remaining portion 
of the assessment year in which the death 
occurred. ‘ 

E xport promotion expenditure 
I now turn to the tax incentives which 

I am proposing for the productive sector 
_of the economy. I have stressed the im- 
portance of Rhodesia’s export tradg, ‘and 
of export promotion; I hope to add some 
further substance to my words. I propose 
the Income Tax Act be amerided to allow 
as a deduction, 'for tax purposes, of 125 
per cent of export promotion expenditure 
incurred in the assessment year beginning 
on'the Ist April, 1965. The definition of 
export promotion expenditure in the 
amending legislation, which should be 
available to the public in the next few days, 
will apply to all fields of export promo— 

‘ 

tion, including'outlays on tourist promo— 
tion. This is not all. I am anxious to spur 
Rhodesian exporters to make a greater 
drive in promotion of exports. Accord— 
ingly 1 also propose to provide an addi- 
tional deductible allowance of 75 per cent of 
any increase in export promotion expend- 
iture cr that incurred in the previous 
year. This concession will apply in respect 

of expenditure incurred from Ist April,
. 

i965. An\ example will illustrate What I 
have in mind. 
Company A incurs export promotion 

expenditure of £ 10,000 in the assessment 
year 1964/ 65 ; this expenditure is increased 
to £ 20,000 in the subsequent assessment 
year. The expenditure allowed for tax 
purposes in the 1965/66 year, under my 
proposals, would be 12 5 per cent of 
£ 20,000, that is, £ 25,000, plus an addi- 
tional 75 per cent of the increase of £ 1 0,000, 
that is, ,5 7,500; the total allowance, there-

‘ 

fore, would amount to £ 32,500 which 
compares with the £ 20,000 actually 
expended. If, in the subsequent assessment 
year, 1966/67, actual export promotion 
expenditure rises to ,5 25,000, the total 
allowance for tax purposes will be 
£ 55,000. If in the 1967/68 assessment year 
the actual export promotion expenditure 
remains unchanged at £ 25,000 the allow- 
ance will be £ 31.250. It will be seen, there- 
fore, that the system is designed to en- 
courage a continued effort of export 
promotion. Once an éxportcr has reached 
a fixed level of promotional expenditure, 
he is encouraged to maintain the impetus 
by having the 125 per cent allowance 
available. 

I regard tourist promotion expenditure 
_as essentially export promotion expendié 
ture. It is open to the tourist industry to 
play its part in the drive to increase our 
foreign exchange earnings through this 
medium. 

I believe the proposed allowance should 
be a substantial incentive to exporters ;‘ 
although I cannot forecast exporters’ in; 
tentions, the cost to the fiscus of this 
allowance may be Substantial in the first' 
full year, that is, in the financial year 
ending 50th June, 1967; but money likely 
to be well spent. ‘_ 

. 

r

7 
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Industrial building: and farm improvement: 
In relation to the question of attracting 

investment, I have given much thought to 
the problem of tax allowances on industrial 
buildings, farm improvements, and plant 
and machinery. I do not consider any 
change in plant and machinery allowances 
is merited. The position is rather different 
in the case of industrial buildings, and 
farm improvements, and I propose as from 
the assessment year, beginning Ist April, 
1965, that the investment allowance for 
industrial buildings, including licensed 
hotels, and for farm improvements and 
fencing, be raised from 5 per cent to 15 per 
cent; that the special initial allowance in 
respect of these assets, other than fencing 
which is allowed in full in the year in 
which the expenditure is incurred, be 
raised from 10 per cent to 30 per cent. 
Although I do not propose any change in 
the rate of wear and tear allowance, which 
is 5 per cent per annum on a straight-line 
basis, on the type of buildings I have 
enumerated, I Wish to see a change in the 
method of application of this allowance. 
The present annual wear and tear allow- 
ance is applied to the original cost, for 
tax purposes, of the industrial building af— 
ter deduction of the special initial allow- 
ance and Without taking account of the 
investment allowance. I propose that the 
wear and tear allowance be applied to the 
original cost for tax purposes of the 
industrial building or farm improvement, 
before deduction of the special initial 

allowance. The investment allowance, 
being in the nature of a tax gift, will not be 
brought into the computation. The effect 
of my proposal is simply this: the 5 per 
cent wear and tear allowance will apply to 
the 100 per cent original cost, for tax 
purposes, of industrial buildings afld farm 
improvements, and not to 90 per cent, as 
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at present. The total allowances in respect 
of special initial and wear and tear allow? 
ances will, however, not exceed 100 per 
cent of the original cost. 

I might add that a lessor of a new 
industrial building, who leases such build- 
ing for use in the manufacturing or licens— 
ed hotel business will qualify for the 
investment allowance. 

I must emphasize to hon. members, and 
industrialists, what these various proposals 
mean. In the first assessment year, an 
industrialist will be allowed 50 per cent of 
the value of industrial buildings; and 
similarly for the farmer in respect of farm 
improvements. This 50 per cent is the 30 
per cent initial allowance, the 15 per cent 
investment allowance and the 5 per cent 
wear and tear allowance for the year. Since 
the rate of wear and tear remains at 5 per 
cent, an investor is able to recoup his 
investment in I I years. 
An example may be useful. Suppose an 

investment of £ 1,000 was made in the 
assessment year which ended on the gust 
Match, 1965, on the existing basis, the 
industrialist would receive in his first year, 
allowances amounting to £ 195. On the 
basis of my new proposals, which will be 
effective in iespect of expenditure incurred 
from the Ist April, 1965, his allowances 
will be £ 500 in the first year; that is to say, 
he is better off to the extent of g 305. In 
terms of income tax liability he will have 
saved himself a further £ I 10 I 1:. 3d. at the 
current company rate of tax of 7:. ad. in the 
£ I. Percentagewise, assuming the avail- 
ability of profits, an additional I 1 ‘per cent 
of investment is recouped through the tax 
allowance system in the first year. 
Much has recently been written in 

overseas countries about tax incentives, 
and their impact on investment outlook. 
It has been argued that business enterprises
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do not take tax allowances into considera- 
tion when making investment decisions. I 
do not wholly accept this View. But it is 
undéniable that insufficient attention is 

paid to what the various": tax allowances 
mean in terms of resources and assistance 
to industry. I trust that every opportunity 
will be taken by national organizations to 
publicize the generous tax allowances 
which the Rhodesian tax system provides, 
and their effect on the profitability of 
enterprise. 

Droitgbt—Jfrinéen cattlefarmerx 
On the 3rd May, I made a statement 

about the taxation Of drought-stricken 
cattle farmers I do not intend to. say 
anything 

‘ 

further on this subject this 

afternoon; the necessary provisions to 
implement my proposals will be contained 
in legislation shortly to be presented to the 
House.

\ 

1%;RATESOFINCOMETAX,_ 
SUPERTAX AND UNDISTRIBUTED 
PROFITS TAX AND ABATEMENTS 

Imam: Tax 
PEiKSONS OTHER THAN COMPANIES 

For eacb £ 
v 

‘ J'. J. 

First £ 300 of taxable amount ......... 2 3 
Second £ 300 of taxable amouht ....... 3 6 
Third 300 of taxable amount . . . . . . . 4 9 
Fourth £ 300 of taxable amount ....... 6 0 
Balance of taxable amount ._ .......... 7 5 

c o M p A N I E s I. d. 

For each [I of taxable income ......... 7 3 

Superlax 

ALL PERSONS INCLUDING COMPANIES 
LIABLE TO SUPERTAX 

For ear}; {I 
.r. :1. 

First £ 1 ,000 of supertaxable amount . . I 6 
Second £ 1,000 of supertaxable amount 3 0 
Balance ofsupertaxable amount . . . . . 4 ‘ 6 

Undixtributed Profit: Tax 
TAX LEVIABLE ON THE UNDsRIB'UTED 

paorx’rs OF CERTAIN PRIVATE COMPANIES 
.r. d. 

For each £ of undistributed profits . . . . 5 8 

ABATEMEN T s 

Inmme Tax £ 
Family taxpayers : primary abatement . 960 

each child ......... 144 
Single persons: primary abatement . . . 45 o 
Dependant (maintained to the extent of 
at least £ 60 but not exc¢eding£144) . . . 60 
Dependant (maintained in excess of 
£144) ............................ 

' 

. I 44 
Blindperson.................7.... 96o 
Blind wife ....................... 960 
Insurance premiums, excess contribu- 
tions to apprbved 'pension funds, con— 
tributions to benefit funds (max) 144 
Medical expenses in excess of £50 and 
invalid appliances (max) ......... _. 

. I44. 

Maximum abatements (excluding blind 
person’s abatement) :

£ 
Family taxpayer ................... I ,800 
Single person ..................... 900 

Superlax £ 
Family taxpayers . ...... . .......... 4,5 00 
Single persons and companies liable to 
supertax .......................... 2,250 

Notes. 

I Only certain companies incorporated after 5 Ist 
March, 1953, outside Rhodesia which fall Within 
the definition contained in the Income Tax Act, 
1954, are liable to supertax. 

,2 Under the abatement system the tax payable is 
calculated on the taxable amount which is deter- 
mined by deducting the abatement from the 
taxable income.

l 

The Rbadexian Income T ax Service 
Bulletin No. 28, [we 30, ’6}. 
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MAJOR SUMMARIES OF COMPANY TAXATION* 
Domestic companiex 
I. T ax on income from indmz‘fy and car/Imam: 

taxable base : Income from industry 
adjusted according to law or estimated 
in certain cases. 
tax rate : 6% 

2. C arpomz‘z'an tax 
‘ taxa ble base : Income from Uruguay- 
an sources, 
t it x r a t e : 40/0 

5. T ax on extm'pro'fitx 
taxa ble bas e: income exceeding 20% 
of the net worth, 
tax rate:

, 

income exceeding 20% net worth I 0% 
3) )3 25% 2’ 9’ I50/0 
,, ,, 30% ,, u 25% 
,, ,, 35% ,, ,, 35% 
a: n 40% v a, . 50% 
a, v 50% a: n 

4. Net worth laxex 
tax‘able base : Difference between as- 
sets and liabilities as adjusted, 
tax rate: 1% (1965). 
Sabn‘z'tule inberz'tame tax 
taxable has 6 : capital and reserves 
tax ra t e : I % . 

\II . 

* Compare Bulletin 1965, p. 116. 
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Pirmanmt establixbment afforezgn tompam'e: 
The same as for domestic corporations, ' 

but the permanent establishment must, 
in addition, withhold 10% of the profits 
remitted or credited to the head office. 
Non—rexia’entforezgn companie: 
taxable base : income from Uruguayan 
sources as adjusted. ' 

tax rate: 200/o (withheld). 
T axafion of dividend: 
taxa ble ba 5 e : gross dividends. 
tax rat 6: 10% (withheld). 
Taxation ofz'flterext \_ 

taXable base : amount of inferest (for tax 
purposes the minimum rate is 12% of the 
capital). 
tax rate : 200/0 (Withheld). 

Taxation of royaltie: 
taxable base: amount of thé royalties 
less up to 50% for justified and verified 
expenses. ‘ 

tax rates : corporation tax rate for 
domestic companies and branches of 
foreign companies. 
20% for non-resident foreign companies 
withheld).
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BELGIUM 
LES CODES LARCIER (Tome IV) Droit Fiscal, 
by Cuin'arf, ]., Maison Ferdinand Larcier, SA, 
Bruxelles, 1965, 286 pp. BFrs'535. 
The ‘Codes Larcier’ contain the text of the most 

significant Belgian laws, with cross references and 
case notes. It is published under the direction of 
Mr. Joseph Guissart, Judge of the Court of 
Liég’e and Law Director of the ‘Bulletin Législatif 
Belge’. ‘ 

Volume IV contains, inler alia, the laws with 
respect to individual and corporate income tax, 
turnover tax, stamp duty, registration duty and 
succession duty. 

FRANCE \ 

LES CESSIONS DE VALEURS MOBILIERES 
PAR UNE PERSONNE MORALE OU A 
SON PROFIT, Association Nationals des So- 
ciétés par Actions (A.N.S.A.) A.N.S.A. I 5 , Place 
Malcsherbes, Paris (XVIIe), France, June 
I 965- 42 pp-. 
This booklet discusses the consequences of 

articles 16 and 17 of the revised Budget 1964. The— 
se articles prohibit the transfer of securities With- 
out the intermediation 'of a qualified broker. Prior 
to December 23, 1964, the date on which the 
articles concerned came into force, every owner 
of securities was permitted to sell these directly to 
a third party with Whom he bad business relations 
without a stockbroker, as intermediary. This was 
the case even Where the securities, c.g., shares, 
were quoted on the Stock Exchange. Transfers 
of registered shares were effected by simpic noti- 
fication to the company that had issued the stock 
and transfers of bearer shares were effected by 
simple hand-over. 

LE REMPLOI DES PLUS-VALUES SUR 
.TERRAINS A BATIR, Association Nationale 
des Sociétés par Actions (A.N.S.A.), Paris, 15, 
Place Malcsherbes, I 965 , 44 pp. 
Article 40 of the General Tax Code (“Code 

Génétal dés Impéts”) provides that capital gains 
on fixed assets need not be added to taxable 

profits but can be put in a tax-free reserve, provid- 
ed this reserve is used Within three years for the 

’ 

acquisition of a replacing fixed asset. Article 5 of 
the December Law of December 19, 1963, provides 
that capital gains on building sites, or shares in 
corporations'the assets of which consist mainly of 
building sites, 'can only qualify for the special 
treatment under article 40 GTC under certain 
conditions. These conditions are published in 
various Ministerial Rulings. This booklet sum- 
marizes all the laws and decrees applicable to the 
tax treatment of capital gains realized on building 
sltes. 

GERMANY 
UBERTRAGUNG STILLER RESERVEN, 

Steuerrecht und Steuerpolitik, Heft 4, by Tbiel, 
R., Heidelberg, Verlagsgesellschaft ,,Recht und 
Wirtschaft“, 1965, Isopp. 
Handy guide to an important provision of the 

Income Tax Law, introduced by the 1964. Income 
Tax Amendment Act on the non-recognition of 
capital gains where certain business assets are 
alienated and replaced by qualified assets which 
may be of a different nature. The author analyses 
the legal situation and comments on its’ practical 
application.

‘ 

DIE ZURUCKNAHME, Anderung und Erset- 
zung von Verfiigungen der Steuerverwaltungs- 
behérden by Warner, L. Stuttgart; Schéiffer 
und Co., GmbH, 1965. 80 pp. 
Guide to the practical application of statutory 

and case law on the problem of Whether to What 
extent and within what period of time, the dici- 
sions of tax officials may be revoked, modified, 
'amended or replaced. 

REISEKOSTEN UND BEWIRTUNG VON 
GESCHAFTSFREUNDEN, by Sobropp and 

_ 
Auwd‘rter. Stuttgart, Schifler und Co., G.m.b.H., 
I 965 . I 3 2 pp. 
Guide to the practical application of statutory 

and case law on the deductibility of expenses for 
travel and entertainment in computing the taxable 
base for the income tax. 
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DIE BESTEUERUNG DER GESELLSCHAF- 
TEN ; DES GESELLSCHAFTERWECHSELS UND DER UMWANDLUNGEN, by Brb‘rmer, 
H., Stuttgart, Schfiffer und Co., GmbH., 1965. 
I 180 pp. 1 I. Auflage. 
This handbook is an excellent guide to German 

taxation of resident enterprises. The first part 
contains a comparison of various types of enter- 
prises, a‘ccotding to civil and commercial law and 
their respective tax burden. In the second part the 
taxation of partnerships (including sole proprietor- 
ships) is discussed, with reference to the income 
tax; business tax on income; net-wealth tax; 
business tax on net-wealth; turnover tax and 
other taxes; thereafter the taxation of corporations 
(and other legal entities) dealing with the same 
types of taxes with special attention to affiliated 
corporations. 
The third part is an extensive study of family 
enterprises and the fourth part of a special type of 
concern, in which one corporation is a producing 
unit whereas another corporation acts as a sales 
unit. 
Taxation on incorporations, establishment and 
increase of capital (both of partnerships and 
corporations) is discussed in part five; part six 
deals with partial and complete liquidation; the 
seventh part deals with the supply of capital by a 
partner or bookholder and the refund of capital to 
such persons when they enter into or depart from 
the enterprise. 
Mergers and other types of consolidations are 
discussed in the last part of the handbook. 

T U N I SIA 
PRECIS DE TAXES SUR LE CHIFFRE 
D’AFFAIRES EN TUNISIE, by Sitbon, M., 
Tunis, Editions de la Fiscomptor, 7, rue Amil- 
car, 1965, I78 pp. 
This book is a practical guide to the complicated 

field of Tunisian turnover taxes. The author 
comments on the articles of the laws and decrees 
concerned. The book is provided with an alpha— 
betic summary which greatly increases its use- 
fulness. 

USA 
AMERICAN PUBLIC FINANCE, by Sr/Jullz, 
W. A. 1., C. L. Harri“, Englewood Cliffs, 
New Jersey, Prentice-Hall, Inc., 1965, 8th 
edition. 565 pp. 

436 

The eighth edition of this textbook is designed 
to provide a basic foundation for dealing with 
problems of public finance. It presents a broad 
survey—balanced and penetrating—of the Americ- 
an fis'cal structure and theory. Emphasis is given to 
current issues, which are analyzed against a back- 
ground of historical, legal, political, economic and 
social factors. Sections include discussions of 
government expenditure; principles of taxation; 
federal, state and local revenue ; intergovernmental 
fiscal relations ; governmentborrowing and indebt- 
edness ; fiscal policy. 

EUROPE, AFROyASIA, LATIN 
AMERICA, U.S. AND CANADA 
INVESTING, LICENSING AND TRADING 
CONDITIONS IN 50 COUNTRIES. Business 
International, N.Y. 1964 8th edition 43! pp. 
This volume is a research report on investing, 

licensing and trading conditions in 18 countries of 
Europe, 15 of Afro-Asia, 15 of Latin America, plus 
the United States and Canada, prepared by a large 
network of correspondents and the editorial staff of 
Business International. Each chapter, devoted to a 
separate country, is divided into 1 1 sections which 
concern such factors as the establishment of a 
local branch or company, rules of competition, 
temittability of funds, inCcntivcs, labor licensing, 
taxes, capital sources and foreign trade. Each 
section is further subdivided into several cate- 
gories. Thus, the section concerning taxes, for 
example, considers corporate income taxes, 
depreciation; excess profits, capital and capital 
gains, dividends and interest, foreign—source 
income, turnover, sales and excise taxes, personal 
taxes and tax treaties. The current bound volume 
will ultimately be replaced by a loose-leaf service. 
The latter service will commence on October I 5th, 
1965, when the firs}: four revised and updated 
chapters with a. new binder will be mailed to 
subscribers. Thereafter 4 new chapters will be 
mailed each month until the service is complete. 
Furthermore, it will then be possible to provide 
subscribers with information as to the latest de- 
velopments in the appropriate countries soon 
after they occur, rather than waiting for the next 
edition. 
The bound version is available at S 120. After 
October I, 1965 the loose-leaf service plus the 
bound volume will be available at $ I 80 per year.
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. Guide Final Permanent, release no 26 3 : Ed. Viobu- 
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Dr. Carl Gan'serf 
' A few days before the beginning of this year’s international tax congress, on 
September 4, 1965, Dr. Carl Ganscr, member of the Board of Trilstees of 
the International Bureau of Fisbal Documentation, died suddenly. 

Cérl Ganser was born on September 27, 1900. After his graduation from 
law school he started his activities in German industry: in succession he was 
employed by the Employer’s Association Remscheid, as office manager of 
the Industrial Association Dusseldorf, manager of the legal and tz-LX depart— 
ment of various organisations in the steel industry and, since 1951, as 

general tax manager of the Federation of German Industries. 
His knowledge and experience as one of Germany’s leading practical tax 

experts were not confined to his professional activities. Ganser was the 
secretary general of the German Association of International Tax Law (the 
German Branch of the International Fiscal Association). As such, he-was a 

member of the Council of I.F.A., in which capacity he made many valuable 
contributions to the association’s work. 

Similarly, as one of the Bureau’s trustees, Ganser contributed greatly to 
the Bureau’s expansion from an organisational, financial and academic 
point of View. His numerous contac’m with colleagues in other countries led 
him to believe that Bureau activities and publications were deserving of a 

larger and broader financial basis, to which end he most generously dedicat- 
ed himself in his own country and elsewhere. 
The Board of Trustees, the Director and Staff of the Bureau are grateful 

for Ganser’s active part in the Bureau’s development. 

J. VAN HOORN JR.
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CANADIAN TAXATION OF BRANCHES AND SUBSIDIARIES 
OF FOREIGN ENTERPRISES 

,by 
EDWIN c. HARRIS* 

The subject of “Taxation in Canada” has been treated in a general way in an article 
, appearing in XVIII Bulletin 89\(March 1964). It is not proposed here to duplicate that 
article, which included a summary of taxes at the federal, prozsjncial, and municiphl 
levels. Rather, this article is intended to concentrate on some tax implications and the 
applicability of incentive legislation where a foreign enterprise does business in Canada 
through a branch or subsidiary. It will not deal with the Canadian tax position of foreign 
personnel. 

Liability for ax in C Mazda 
There are three possible bases for imposing Canadian income tax on a foreign business 

enterprise—(1) residence in Canada; (2) carrying on business in Canada; (3) receiving 
property intome from Canadian sources. The extent of each of these bases of tax 
jurisdiction must be considered from the point of View of (a) the Anglo-Canadian case 
law interpreting such terms as “resident” and “carrying on business”; (b) the specific 
provisions of the Canadian Income Tax Act; (c) the provisions of any applicable tax 
convention or treaty to which Canada is a party. These three sources of law have been 
listed in ascending order of authority—La, the Income Tax Act overrides the case law, 
and an applicable tax treaty overrides both the case law and the Income Tax Act. Very 
often elements of all three apply to the same situation. 
Under the case law, a corporation is. resident in Canada, regardless of where it is in- 

corporated, if and only if its centraIImanagement and control are to be found in Canada. 
This is considered to be a question of Where the directors and top management meet and 
perform their functions. A corporation may be found to be a Canadian resident even 
though it carries on no business in Canada. In recent years, this case-law definition of 
cotporate residence has been drastically expanded by amendments to the Income Tax 
Act. The present rule is that, even if a corporation would not be resident in Canada 
under the case law, it will be deemed to be resident in Canada for purposes of the In- 
come Tax Act if (I) it has been incorporated in Canada after April 26, 1965 or (2) it was 

, incorporated in Canada before April 27, 1965 and in any taxation year ending after 
April 26, 1965 it was resident or carried on business in Canada. 

Thus, Canadian-incorporated subsidiaries of foreign enterprises will be resident in 
Canada if incorporated after April 26, 1965 or if they carry on business in Canada in any 
taxatién year ending after that date—even though their central management and control 

* Faculty of Law, Dalhousie University, and of the firm of Daley, Black, Moreira & Piercey, Halifax, 
Canada.
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may be elsewhere. The chief consequence of finding that a corporation is resident in 
Canada is that it is subject to Canadian income tax on its income from all sources for. 
each taxation year in which it is resident at any time in the year. However, if the resident 
corporation receives dividends from a nonresident corporation of which it owns more 
than 25 % of the issued voting shares, these dividends are exempt from Canadian income 
tax. Furthermore, any foreign tax paid on nonexempt income from foreign sources, up 
to a maximum of the amount of Canadian tax applicable to the foreignsource income, 
may be credited against the Canadian income tax otherwise payable. 

Notwithstanding the residence provisions of Canadian income-tax law, an enter— 
prise of another state with which Canada has a tax treaty will not be subject to Canadian 
tax with respect to its industrial and commercial profits except to the extent that these 
profits can be allocated to a permanent establishment of that enterprise in Canada. Thus 
these treaties, where they apply, serve to limit the extent to which Canada may tax 
corporations that are deemed to be resident in Canada. This limitation might apply to a 
branch of a foreign enterprise but would not normally affect a Canadian subsidiary, 
Which would be deemed to be a Canadian enterprise under the tax treaties. 

If a corporation is not resident in Canada, it may still be carrying on business in Cana- 
da. If business contracts are concluded in Canada or substantial profit-making activity 
occurs in Canada, the foreign corporation may be found, under the case law, to be doing 
business in Canada. The Income Tax Act has expanded considerably this basis of tax 
jurisdiction, by providing that a nonresident corporation is deemed to have carried on 
business in Canada in any year in which it produced, grew, mined, created, manufactur- 
ed, fabricated, improved, packed, preserved, or constructed anything in Canada or 
solicited orders or offered anything for sale in Canada through an agent or servant— 
regardless of Where title to the goods passed. 

Thus, a foreign enterprise operating a branch in Canada will almost certainly be 
deemed to be carrying on business in Canada. While a rexz'dem‘ corporation is subject to 
Canadian tax on its income from all sources, both inside and outside of Canada, a non— 
resz'dent corporation that carries on business in Canada at any time in a taxation year is 
subject to Canadian tax on its laminar: income only to the extent that this income was 
earned in Canada. This income is subject to normal rates of corporate tax; in addition, 
the Canadian branch of a nonresident corporation is taxed by a further 15% on the 
amount by which its net business inc'ome earned in Canada for any taxation year, after 
deducting federal and provincial income taxes, exceeds the net increase in its capital 
investment in Canada, as defined in the Income Tax Regulations. Certain nonresident 
corporations, such as banks, insurance corporations, transportation and communication 
corporations, and iron-ore mining corporations, are exempt from this additional 15% 
tax. This tax is designed to equate the position of the Canadian branch of a foreign enter— 
prise and that of the Canadian subsidiary, which. must pay both corporate tax on its 
income and Withholding tax—as will be referred to presently—on distributions of its 
income to the foreign parent in the form of dividends, interest, royalties, etc. 

Here again, the provisions of Canadian income-tax law relating to branches of foreign 
enterprises doing business in Canada are subject to-any applicable tax treaty, which will 
require that there be a permanent establishment of the foreign enterprise in Canada 
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before its industrial and commercial profits will be subject to Canadian taxation. 
Finally, a nonresident corporation will be subject to a flat-rate Canadian tax, Withheld 

at source, on various kinds of income—mostly income from property—paid or credited 
to it by a person resident in Canada. This is an entirely separate tax, and the income sub- 
ject to it will not affect the tax, if any, payable by the nonresident corporation on its 
business profits earned in Canada. A Canadian resident must withhold 15% tax from 
amounts he pays or credits to a nonresident for interest (with certain limited exceptions), 
estate or trust income, rents and royalties (there is an option for the nonresident to treat 
rents and timber royalties from Canadian sourtes in very much the same way as business 
income), certain patronage dividends, and certain management fees. The withholding 
tax’ on management fees is designed to prevent avoidance‘of the Withholding tax on 
dividends or interest to a foreign parent through labeling the payments as management 
or administration fees or charges. The withholding tax will not apply if the management 
fee is reasonable in amount and is paid in an arm’s length transaction to a firm of pro— 
fessional management consultants or is made as a specific reimbursement of expenses 
incurred by a nonresident person (such as a foreign parent corporation) for services that 
were of benefit to the payer (the Canadian subsidiary). 
The rules respecting the withholding of tax from dividends paid to nonresidents have 

become very complex as a result of recent legislation designed to encourage a greater 
degree of Canadian participation in the equity shares of corporations that are resident in 
Canada. Accordingly a distinction is made between Canadian resident corporations that 
do and those that do not have “a degree of Canadian ownership”. If a Canadian resident 
corporation qualifies as having a degree of Canadian ownership, any dividends that it 
pays to a nonresident shareholder (such as a foreign parent corporation) are subject to a 
Canadian Withholding tax of only 10%; otherwise the withholding tax is I 5 %. A refund 
of the extra 5% withheld (with respect to dividends paid or credited after June 13, 1963 
and before January 1, 1967) may be claimed by the nonresident shareholder of a Cana- 
dian resident corporation that does not now have. a degree of Canadian ownership but 
that qualifies by its first taxation year commencing after 1966. 
To simplify the complex and very technical definition in the Income Tax Act, a 

resident Canadian corporation has a degree of Canadian ownership if throughout any 
60-day period included in the period commencing 60 days before the beginning of the 
taxation year in question and ending 60 days after the beginning of that year, 

I (a) at least 25%~ of the issued fully voting shares and at least 25% of the paid-up 
capital represented by issued equity shares were beneficially owned by individuals 
resident in Canada or corporations controlled in Canada; or 
(b) at least 50% of the paid—up capital represented by issued equity shares was listed 
on a Canadian stock exchange, and no single nonresident shareholder, either alone 
or together with other related persons, owned more than 75% of either the issued 
fully voting shares or the paid—up capital represented by issued equity shares; and 

2 at least 25% of the directors of the corporation were resident in Canada. 

The term “equity share” is defined at length and refers, in essence, ‘to a share representing 

\ 
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a residual interest in the surplus of the corporation after the claims of nonparticipating 
preferred shareholders have been satisfied. 

Efforts have been made to bring tax treaties to which Canada is a party into line with 
the provisions of the Income Tax Act that impose a withholding tax on property income 
paid to nonresidents. 

T ax and Related Intentivex 
The Income Tax Act and Regulations and related legislation contain several provi— 

sions recently enacted to encourage capital investment in Canada in general and, in 
particular, capital investment and the formation of new manufacturing and processing 
businesses in areas of Canada suffering from unemployment or slow economic growth 
—-referred to as “designated areas”; 

‘ 

New machinery and equipment acquired by a corporation for use anywhere in Canada 
between June 13, 1965 and January I, 1967 is eligible for accelerated depreciation for 
tax purposes at a straight—line rate of up to 50% per annum if (a) the corporation has a 
degree of Canadian ownership, as previously explained; and (b) 'at least 2/3 of its net 
sales is from the sale of goods manufactured or processed in Canada, but not including 
the natural—resource or construction industries. If the corporation does not have a 
degree of Canadian ownership, its new machinery and equipment would be eligible 
only for normal depreciation at 20% per year on a diminishing-balance basis, unless 
acquired, as will be explained presently, for a new manufacturing or processing business 
in a designated area. 
Vfith respect to investment in certain assets and the operation of manufacturing and 

processing businesses in designated areas, there is no discrimination between corpora— 
tions having and not having a degree of Canadian ownership. Foreign corporations and 
wholly owned Canadian subsidiaries of foreign corporations are eligible on the same 
basis as other corporations, though it is usually necessary to form a new corporation to 
take advantage of the “tax—holiday” provisions about to be referred to. 
A new manufacturing or processing business in a designated area may qualify for 

exemption from income tax on its income earned during the 36—month period after it 
commences manufacturing or processing in reasonable commercial quantities, if this 
event occurs after December 4, 1963 and before April I, 1967. The government has 
indicated that the expiry dam: of this incentive will not be extended and that after that 
date sole reliance will be placed on the development grants to be referred to presently. 
The program is administered by the federal Department of Industry, which must certify 
that the business is eligible for the tax holiday. Among a number of technical require— 
ments, 95% of the net sales of the business must be from the sale of goods manufactured 
or processed by it in Canada; the mere packaging of goods will not qualify, nor will the 
'naturalresource or construction industries; 95% in value of the buildings, machinery, 
and equipment (other than delivéry equipment) owned or leased by the business must 
be situated in a designated area, and 95% in value of all machinery and equipment (but 
not buildings) acquired for the business must be new; if a business receives a develop- ' 

ment grant, it ceases to qualify for the tax holiday. The designated areas have been 
determined under the Department of Industry Act, having regard to such factors as 
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high unemployment and low average income levels. While most provinces have agreed 
to abate their own corporation tax pro rata Where a corporation qualifies for‘the federal 
tax holiday, Ontario and Quebec have not, so that in these provinces the provincial 
corporate income tax will continue to be payable even though the corporation is exempt; 
from federal income tax. 

Accelerated depreciétion is also available on certain depreciable assets acquired for 
use in a designated area. Since the taxpayer has a choice when to commence claiming 
depreciation, if the business claims and qualifies for the tax holiday it would normally 
not claim any depreciation until after the tax holiday has ended; when accelerated de— 
preciation may be commenced on the eligible assets. Whether or not the owner is a 
corporation having a degree of Canadian ownership, new machinery and equipment 
acquired for use in a business certified by the Minister of Industry, for purposes of the 
tax-holiday provision, to be a new manufacturing or processing business in a designated 
area may be depreciated at up to 50% per annum on the straght-line basis. To qualify, 
the machinery and equipment must be acquired before April I, 1967. A new building or 
a new and substantial extension to a building, if certified by the Minister of Industry to 
be situated in a designated area, may be depreciated at up to 20% per annum on the 
straight line basis; again, a corporation need not have a degree of Canadian ownership 
to qualify. Here, however, there is no requirement that the business be of a manufactur- 
ing or processing nature, but the building or extension must be acquired before April I, 
1967. Application for certification of a building or extension to a building is to be made 
on Department of Industry form ADA 3. 
The newest addition to the armory of incentive legislation is the Area Development 

Incentives Act (1965) and the Regulations under that Act, which are administered by the 
Area Development Agency of the fedéral Department of Industry. Under this Act 
development grants may be authorized toward the approved capital costs (including 
structures, machinery, and equipment, but not land) of a new facility or of the expansion 
of an existing facility constituting part of a manufacturing or processing operation in a 

designated area. Strictly speaking, this is not tax legislation but a kind of subsidy; 
nevertheless it is integrated, to a substantial degree, with the income—tax incentive rules 
and does hava tax implications. Thus, unlike other governmental subsidies, the develop- 
ment grants do not reduce the depreciation base for tax purposes of any depreciable 
assets to which they apply. 
The development grants are computed on a sliding scale related to the approved 

capital costs of the new facility or of the expansion of the existing facility (but these latter 
capital costs must be reduced by 10% of thg vélue of the existing facility)—~I/5 of the 
first $250,000, I /4 of the next $750,000 and 1/ 5 of the remainder; but the total grant may 
not exceed $5 ,ooo,ooo. Normally 60% of the grant will be paid at the time that commer- 
cial production commences, a further 20% a year after that date, and the final 20% two 
years after that date. 

In many cases the specific application of the new Act and Regulations has not yet been 
clarified; no explanatory pronouncements or rulings have yet been issued, and much of 
the legislative language is vague and general. The intention is clearly to leave a con- 
siderable measure of discretion with the Area Development Agency in interpreting and 
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applying these provisions to concrete cases. At the moment the grants are stated to be 
available for projects commencing on or after July 1,1965 and brought into commercial 
production by March 31, 1971 . 

The Regulations exclude natural-resource industries and construction from eligibility 
and require that 95% in value of the machinery and equipment used in the operation be 
new and that 95% of all fixed assets used in the operation be located in the designated 
area. Provision is made for grants to multiphase projects, which may be brought into 
operation in stages extending over a period not exceeding three years from the date 
that the first stage commences commercial production. It is not necessary to form a new 
corporation to qualify for the development grants, not need the applicant be a resident 
corporation of one having a degree of Canadian ownership. Other federal grants and 
subsidies must be deducted from the development grant otherwise payable. Normally 
the owners’ equity investment in the business must be at least equal to the amount of 
the development grant. 

Applications for development grants and applications to qualify for the tax holiday 
must both be made on form ADA 7, recently issued by the' Department of Industry. 

Restrittz'om o” Non—Canadian Newxpaper: and Periodical: 
Federal legislation passed in 1965 has placed severe restrictions on newspapers or 

periodicals controlled, directly or indirectly, by persons who are not citizens of Canada 
to the Canadian market. Advertising expenditures in such publications are not deductible 
for Canadian income—tax purposes: and, under the Customs Tariff, the importation of 
ceftain foreign periodicals with advertising directed to the Canadian market is prohibit- 
ed. See XIX Bulletin 321-22 (Aug. 1965). 

Bramb or Subxidz'mfy ? 
Assuming that profitable operations in Canada are anticipated, it is often preferable for 

a foreign enterprise to conduct its Canadian operations through a Canadian subsidiary 
corporation rather than through a Canadian branch. If the Canadian subsidiary has a 
degree of Canadian ownership, the withholding tax on remittances of profits to the 
parent corporation is 10%, as against the I 5% tax on nonreinvested earnings of a Cana- 
dian branch of a nonresident corporation. Even if the subsidiary corporation does not 
have a degree of Canadian ownership, so that the I 5% withholding rate applies to divi— 
dends paid by it to nonresident shareholders, the tax is only exigible when dividends 
are paid and so can be readily postponed. Unlike in the case of the I 5 % tax on branches, 
the retained earnings need not be reinvested in fixed assets to avoid the tax; they may 
even be invested by the Canadian subsidiary in foreign corporations.

' 

Several provisions of the Income Tax Act are designed to ensure that a reasonable 
allocation of revenues and expenses is made in transactions between a Canadian branch 
or subsidiary and its foreign parent or affiliate. These provisions are reinforced and 
expanded in the tax treaties, where applicable. 

In deciding whether or not to operate in Canada through a branch or a subsidiary, the 
foreign enterprise, of course, will also have regard to the domestic tax laws to which it 
is subject and the basis, if any, upon which a foreign tax credit may be claimed for Cana- 
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dian corporate income téx and for Canadian tax Withheld from property income passing‘ 
to the foreign enterprise. - 
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L’EVOLUTION BECENTE DE LA FISCALITE FRANCAISE 
by 

M.E. LAXAN 

Ci—aprés ndus publions le texte d’un article que M. Max Eugéne LAXAN; Directeur- 
Général des Impéts en France, a bien voulu écrire pour notre revue «European Taxa- 
tion» et qui est publié, en traduction anglaise, dans le numéro de novembre de cette 
revue.

; 

Dans son article, l’auteur donnc un exposé dcs préoccupations qui ont mené le 
- Gbuvernement Frangais '21 projeter ct proposer une réforrne fiscale dc grande envergure 
.sur le plan de la fiscalité des entrepriscs. Le lecteur qui a suivi de prés les dévcloppements 
fiscaux dans les pays du Marché Commun, ct notamment les recbmmandations du Comi- 
té Fiscal et Financier, au sujet du régime fiscal des sociétés méres et de la double taxation 
des bénéficcs distribués, notera que la loi frangaise du 12 juillet 1965 ne se conforms pas 
:‘1 quelques-unes de ces recommandations. En introduisant le systéme de l’avoir fiscal — 
systéme qu’on trouve dans le nouveau Code belge des impéts sur les rcvenus et que 
le Gouvernement néerlandais vient de proposer de fagon analogue — le législateur fiscal 
frangais veut néanmoins- poursuivre des buts économiques similaires '21 ccux qui préoc— 
cupent les autres pays de la C.E.E. 
\ Il nous semble que l’exposé suivant int‘éressera les fiscalistes dans le monde entier et 
nous sommes reconnaissants £1 son auteur d’dvoir contribué 51 1a diffusion des idées sur 
les conceptions qui sont '21 la base d’une politique fiscale moderne. 

L’actuellc législature et celle qui l’a immédiaternent précédée ont été marquées 'par un 
travail de rénovation en profondeur du systéme fiscal frangais. 

Le loi du 28 Déccmbre 1959 a établi l’unité de l’impét sur le revenu des personnes 
physiques et supprimé les mécanisrnes qui permettaient aux entreprises de pallier 
les inconvénicnts de la dépréciation monétaire. La loi du 15 Mars 1963 a réformé les 
droits d’enregistrement et modifié les régles de la fiscalité immobiliére.’ La loi du 27 
Décembre 196 3 enfin, a réalisé l’harmonisation .des procédures contentieuses intércssant 
les diverses catégorics d’impéts. ' 

Queue que soit leur importance, ces diverses dispositions le cédent, dans leur portée 
et leur signification économique, aux deux projets de loi adoptés par le Gouverncment 
et soumis 2‘1l’approbationlégislative au cours de la préscnte année. 

Le premier de ces textes, définitivement adopté par le Parlement lors de sa session de 
printemps, est devenu la loi du 12 Juillet 196 5 «modifiant l’imposition des entreprises 
et des revenus de capitaux mobiliers».‘ 
Le second projet dc loi, qui a pour objet la généralisation de la taxe sur la valeur ajou— 

tée et qui transforme en outre profondément un des éléments essentiels de la fiscalité 
locale, a été adopté en premiére lecture par l’AssembIée Nationale et doit étre soumis au 
Sénat £1121 session d’automne. 
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Quoique dc nature at d’objet trés différents, ces deux réformes s’inspircnt de la préoc- 
cupation commune d’assurer une meilleure neutralité dc l’impét :21 l’égard des différehtes 
structures éconorniques: moyens de financement des investissements, modes de regrou- 
pement dcs biens de production et des capitaux, localisation des activités, circuits de 
production et de commercialisation. Cette recherche de la neutralité, que tempére par- 
fois le souci de mettre fin £1 certains abus ou d’cncoumger des orientations jugées par- 
ticuliérement souhaitables — un meilleur aménagement du territoire ou le développement 
des équipements urbains par exemplc - répond au souci fondamental du Gouvernement 
d’éliminer tout ce qui peut freincr l’adaptation de l’économie frangaise 32 um: compéti— 
tion internationale que l’ouverture des frontiéres’ rend de plus en plus sévére. 

De’crirc l'es principes et les modalités essentialles des deux réformes mises en oeuvre, 
c’est préciser les constatations auxquelles a donné lieu et les conclusions qu’a permis dc 
dégager cet «examen dc conscience» de la fiscalité frangaisc. 

I. — La réforme de l’z‘mpoxz'z‘ion dex pntreprz‘ye; et dear revemu dc capitaux mobi/ierj. 
, (Loi du 12 jail/ct 196;) 

Les objectifs dc Cette réforme étaient triples. II s’agissait: 
I — dc faciliter le recouxs des entreprises au marché financier en portant remédc £1 la 

double imposition qui frappait les revenus des actionnaires; 
2 — d’assurer une plus- grande fluidité des moyens de production at de favoriser le 

regroupement nécessaire des entreprises en modifiant le systéme d’imposition des plus- 
Values en capital, le régirhe fiscal de fusions et celui des groupes d’entreprises; 

3 — d’améliorer I’assiette de l’impét en précisant le régime des amortissements et en 
'donnant 2‘1 l’adrninistration fiscale les moyens de réprirner ccrtains abus commis en ma— 
tiére dc frais généraux. 

1. Les travaux préparatoires du V° 'Plan frangais, qui couvrira la période 1966—1970, 
ont mis en lumiére 2‘1 quel poin't 1a compétitivité des entreprises dans un climat concur-_ 
rentiel accentué, dépendait d’une vigoureuse impulsion des investissements productifs. 
Il est donc nécessaire qu’en particulier aucune entrave dc nature fiscale ne frcine 16 re- 
cours des entreprises au marché financier sous forme d’émissions d’actions ct d’obliga— 
tions. 
La loi de finances pofir 1965 avait déji été marquée par une prerniére série d’allége- 

ments dans ce domaine. Elle supprimait 1a taxe complémentaire qui frappait jusqu’alors 
les revenus de l’épargne investie (au taux de 5% pour les revenus obligataircs et de 6% 
pour les dividendes). Elle piévoyait en outre que, jusqu’é l’expiration du V° Plan, 

'certains revenus obligataires pourraient, dans la limits de 500 Frs étre exonérés dc 
l’ir-npét sur le revenu des personnes physiques. ‘

_ 

Mais elle laissait subsister 13. double imposition des dividendes qui, lors de leur distri- 
bution, sé trouvaient frappés dc l’impét sur les sociétés au taux de droit commun (50%) 
fivant d’étre soumis '21 l’impét personnel entre les mains de l’actionnaire. Ainsi, pour 
transférer '21 celui-ci un revenu de 100 Frs, une société frangaise devait consacrer 260 Frs 
i la distribution, alors que I30 Frs 60 suffisaient 21 use société allemande ct 117 Frs 60 
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£1 une société belge. Cette double imposition grevait donc lourdemant 1a rémunération du 
capital et contrariait les efforts des entreprises pour accroitre leurs fonds propres en 
recourant au marché financier. 
La loi du 12 Juillet 1965 remédie 2‘1 cette situation en ramenant l’imposition des béné— 

fices distribués é um niveau comparable '21 celui de nombreux pays européen's, ct notam- 
ment de la République Fédérale Allemande. La technique utilisée est celle dite «dc 
l’imputation». Tout dividende distribué par une société frangaise ouvrira désormais 
droit 5; un avoir fiscal représenté par un Crédit ouVert sur le Trésor, et égal '21 la moitié 
de ce dividende. Ce crédit sera regu en paiement de l’impét sur le revenu des personnes 
physiques ou de l’impét sur les sociétés dfi par le bénéficiaire, ou restitué s’il excéde 1e 
montant dc cet impét. Ainsi, pour une somme de 100 consacrée :11 la distribution, 16 
dividende versé é l’actionnaire s’élévera — aptés impét — ’21 50; i1 s’y ajoutera un «ctédit 
d’impét» égal :‘1 la moitié de son montant, soit 25. Le revenu total sera donc dc 75 et le 
taux d’imposition réel sera ramené de 50 '21 25%. 

Cette technique a été préférée é. celle consistant :21 appliquer un taux réduit sur les béné- 
fices distribués. Cette derniére méthode n’est en effet commodérnent applicable qu’aux 
répartitions provenant des bénéfices du dernier exercice; or, il a été jugé préférable de 
maintenir le bénéfice de l’allégement fiscal aux distributions que les entreprises soucieuses 
dc régulairiser leurs dividendes prévévent sur leurs réserves lorsque les résultats de 
l’exercice sont insuffisants. 
Deux indications compléteront cette description sommaire du nouveau régirne d’im- 

position des dividendes. D’une part, 16 bénéfice du crédit d’impét sera réservé aux 
personnes ayant leur domicile ou leur siége social en France; £1 l’égard des non-résidents, 
le régime antérieurement en vigueur subsistera sans modification appréciable. D’autre 
part, lorsque les sommes distribuées proviendront dc bénéfices qui n’on pas été frappés 
au tam: de droit commun de l’impét sur les sociétés (tel est par exemple 1e cas des 
revenus exonérés ou provenant d’exploitations sises '21 l’étranger), i1 sera-pergu un pré— 
compte égal au montant du crédit attaché '21 ces distributions. Cette disposition permettra 
de faire bénéficier tous les dividendes, quelle qu’en soit l’origine, du crédit d’impét ct 
d’éviter les complications attachées é um systémc de doubles coupons. 

2. Le souci de permettre aux entreprises dc procéder 2‘1 l’alie’nation des éléments d’actif 
devenus inutiles :21 leur exploitation, ct de favoriser les regroupements nécessaires au sein 
de l’industrie frangaise, a conduit '21 une modification radicale des conditions d’imposition 
des plus-values en capital at it une unification du régime des fusions. 
Le régime antérieur d’imposition des plus-values reposait sur la confusion des gains 

et pertes en capital avec les résultats d’exploitation proprement dits pom: le calcul dc 
l’imposition des entreprises. Les conséquences apparemment trés rigoureuses de ce 
principe ,se trouvaient en fait largement atténuées par la possibilité donnée aux entre— 
prises de difléter l’imposition de leurs plus—values en s’engageant £1 remployer les som- 
mes dégagées par la cession en nouveaux éléments d’actif. Procurant un simple avantage 
de tresorerie lorsqu’il était effectué en bicns amortissables (dans ce cas, la plus—value 5‘1 

réinvestir venait en déduction des margcs d’amortissernent ouvertes '21 l’entreprise), 1e 
remploi aboutissait pratiquement 2‘). une exonération pure ct simple lorsqu’il s’opérait 
en valeurs non amortissables telles que terrains et participations. 
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De cc fait, lorsqu’un transfert d’établissement permettait 1a réalisation d’éléments 
d’actif dégageant une plus-value importante, une inégalité apparaissait entre les entre— 
prises dc grandes dimensions et les autres. Les premiéres procédaient généralernent é 
um remploi en bi’ens non amortissables, le plus souvent sous forme de titres de participa— 
tion. La création de filiales '21 des fins purement fiscales leur permettait ainsi d’éluder l’im- 
pét sans réduire leurs marges d’amortissement. Mais ces pratiques dénaturaient la procé- 
dure du remploi,‘ grevaient les opérations dc cessions d’actif dc cofits "artificiels ct con- 
duisaient é des structures juridiques inutilement complexes. Quant aux entreprises dc 
dimensions plus modestes, qui n’avaient pas les moyens de recourir £1 de tels procédés et 
dont les investissements en moyens de production étaient souvent trop faibles pour 
absorber les plus—values potentiefles, elles renongaient souveht aux cessions envisagées. 
La loi du 12 Juillet 1965 supp'rimc le régime du remploi sauf cas exceptionnels et 

introduit une distinction fondamentale entre plus—values £1 long termc et plus-values 
:21 court terme: les plus—values 2‘1 long terme, qui correspondent en principe aux gains 
eflectués lors de la cession d’éléments acquis ou créés par les entreprises depuis plus 
de deux ans, bénéficieront désormais d’un tapx d’imposition réduit (10%); 163 plus- 
values a couxt terme se verront appliquer le taux de droit commun (50%), mais i1 sera 
possible d’étaler le paiement dc l’impét sur cinq ans. 

Ainsi cessera l’effet dc dissuasion qu’exergait l’existence d’un prélévement général de 
50% qui aboutissait soit '21 susciter des structures' artificialles, soit £1 geler des actifs ‘— titr'es 

dc placement, terrains en zone d’urbanisation — dont let cession aurait ptocuré aux entre- 
ptises d’importantes ressources d’auto-financement. 

Simultanément, le régime fiscal applicable aux fusions est allége’ et unifié. Les p1us_— 
values dégagées par ces' opérations ne donneront lieu '21 aucune perception immédiate; 
l’imposition des gains constatés sur les biens amortissables sera étalée sur dix ans, ct 
celle afférente aux autres bicns sera différée jusqu’é leur aliénation éventuelle. Enfin, les 
droits d’enregistrement pergus '21 cettc occasion sont ramenés '21 um niveau généralement 
symbolique. Ainsi disparaitra l’alibi d’une fiscalité excessive, que beaucoup d’entreprises 
invoquaient pour diflérer des opérations de regroupement rendues pourtant indispen- 
sables par l’insuffisante concentration de l’industrie frangaise. 
Dans un domains voisin, le régirne des groupes de sociétés a été aménagé. Les condi- 

tions permettant dc bénéficier du régime des sociétés méres ont été assouplies. D’autre 
part, 165 sociétés frangaises auront désormais 1a possibiljté d’opter, sous condition d’un 
agrément du Ministre des Finances, pour leur imposition d’aprés l’ensemble des résultats 
de leurs cxploitations directes et indirectes, qu’elles soient situées en France 011 '21 l’étran- 

get. Ainsi se trouve introduit dans le droit fiscal frangais 1a notion dc bénéfice mondial 
dont dc nombreuses législations étrangéres font déjé application. . 

5. Enfin, la Loi du 12 Juillet 1965 comporte un certain nombrc de dispositions desti— 
nées é. améliorer 1’assiette dc l’impét, soit en précisant 1e régime des amortissements, soit 
en facilitant la répression de certains abus constatés en matiére de frais généraux. 
Dans le premier domaine, la mesure la plus importante consiste é rendre obligatoire 

1a constatation de la fraction linéaire des amortissements, '21 l’image de ce que prévoient 
de nombreuses législations étrangéres. Jusqu’alors les amortissements pouvaient tou— 
jours étre diflérés du point de vue fiscal, ce qui nuisait 5.1a sincérité des bilans ct enlevait 
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toute signification réelle 2‘1 la limitation dans le temps des reports déficitaires. 
D’autre part, certaines dispositions destinéeé é dormer '21 l’administration fiscale les 

moyens dc mieux contréler la croissance de certains frais généraux et des rémunémtions 
directes ou indirectes versées aux dirigeants des entreprises ont été retenues. Trop de' 
sociétés, notamment de moyenne importance, dont les djrigeants échappent pratiquement 
é tout contréle interns, présentent des résultats artificiellement diminués. 

II. — La gém’mlz‘mtz‘on de [a taxe mr la vain/r ajoute’e at [a tramformatz'on de: retette: final“ 
day col/ectz'yite’x [om/e5. 

Le projet de loi actuellement soumis au Sénat aprés son adoption par l’Assemblée Na- 
tionale concerne une piéce maitresse du systémc fiscal frangais, puisque les taxes sur 
le chiffre d’ai—‘faires procurent é l’Etat plus du tiers (55%) de ses recettes fiscales, ct aux 
collectivités locales 57% de leurs ressoutces ordinaires. II a pour objet essentiel dc corn- 
pléter l’oeuvre entreprise en 1954 avec l’institution de la taxe sur la valeur ajoutée 
(T V A), en étendant, épartir du Ier Janvier 1967, l’application de cette taxe £1 l’ensemble 
de la production, de la distribution et des services. La généralisation de la T V A con— 
duirait parallélement: 
— £1 simplifier l’administration de cet impét et limiter les charges qui en résulteraient 

pour les petits redevables; 
— 2‘1 mettre '21 1a disposition des collectivités localestprivécs d’une part importante de 

leurs recettes fiscalcs par la disparition de la taxe locale, une ressource de remplacernent 
susceptible de leur assurer un rendement au moins équivalent. 

1. La généralisation de la TVA, en mettant fin £1121 coexistence de cet impét avec deux 
autres taxes générales sur le chiffre d’affaires (taxe sur les prestations de services et taxe 
locale) et de nombreuses taxes particuliéres, doit remédier aux distorsions éconorniques 
et aux incidences sociales ficheuses qu’entraine l’hétérogénéité de la fiscalité indirecte. 
Aucune réforme ne porte donc davantagc 1a marque des préoccupations de neutralité qui 
inspirent la politique fiscale frangaise. Il s’y ajoute le souci dc préparer 1a voie 2‘1 une éven- 
tuelle harmonisation des fiscalités au sein de la Communauté Econornique Européenne, 
qui emprunterait sans doute en premier lieu la forme de l’adoption d’une taxe sur la 
valeur ajoutée généralisée dans chacun des six Etats membres. 

Les distorsions économiques qui découlent des limites apportées au champ d’applica— 
tion de la T V A affectent tant les activités de production: agriculture, industrie, servi- 
ces . . . que le secteur de la distribution commerciale. 
Lorsque les taxes qui ont grevé les divers éléments du prix dc revient d’un bien: 

matiéres premieres, investissements, frais généraux . .. ne peuvent étre déduites de 
l’impét auquel ce bien est lui-rnérne soumis, 1a superposition d’impéts qui en résulte 
fausse les calculs des entreprises ct peut les inciter 2‘1 adopter certaines solutions fiscale- 
ment avantageuses mais techniquement ct économiquement peu recommandables. De 
telles superpositions apparaissent notamment lorsque ce bien est soumis a we taxe 
particuliére dont la T V A pergue en amont n’est pas déductible (cas des prestations de 
services), on encore lorsque les élérnents du prix de revient sont eux—mémes soumis '21 
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un impét particulier non deductible. L’exemple le plus frappant concerné le secteur des 
transports, qui est actuellerncnt soumis é des taxes Spéciflques: d’unc part, les transpor- 
teurs ne pcuvent dédujre de ces taxes les impéts incorporés dans les prix de leurs inves- 

' tissements et les frais de réparation et d’entretien des véhicules; d’autre part, les utilisa- 
teuts dc transports ne peuvent eux—mémes déduire ces taxes de leurs propres prix de 
:evient. 11 en résulte une double surcharge fiscale qui a été évaluée £1 8% environ des 
tarifs. Cette surcharge pé'nalise les entreprises éloignées dc lcurs sources d’approvision— 
nement ct des' grands centres de consommation, contrariant l’action que méné par ail- 
leurs le Gouvernement pour assure: un meilleur aménagement du territoire par un 
développemcnt des régions du Centre et de l’Ouest. 

V 

v
. 

Enfin, sur le plan des échanges extérieurs, 1a diffusion dans le prix des produits de taxes 
spécifiques sous forme de «rérnanences d’impét» occultes ne permct pas d’assurer aux 
entreprises le temboursement de la totalité des charges fiscales indirectes ayant grevé 
leurs produits; corrélativement, les importations peuvent se trouver indfiment favori— 
sées. 

' 
'

- 

Dans le secteur commercial, les distorsions tiennent 211 la coexistence de 121 T V A 
jusqu’au stade du dcrnier producteur et en principe du grossiste, et de la taxe locale 
— cumulative — aux stades ultérieurs. Compte tenu des régles trés difiérentes applicables 
é ces deux impéts, certaines formes dc distribution 56 trouvent pénalisées: producteurs 
vendant directement aux consommateurs, commergant faisant assurer 1a fabrication de 
produits pour leur propre compte, entreprises’ £1 succursales multiples, etc. . . L’aména— 
gement des structures d5: la distribution s’en trlouve contrarié. 
' Du point dc; vue dc l’équité, le systéme actuel va également é l’encontre d’une juste 
répartition des charges entre les différentes catégories sociales. Les services bénéficient

x d’une imposition a taux réduit (le taux de droit commun est de 8,50% contre 20% 
pour la T V A) alors qu’il est établi qu’ils absorbent une part d’autant plus importante ‘ 

des dépenses des contribuables que le revenu de ceux—ci est plus élevé. D’autre part, 
l’exonération dont les marges commerciales de détail jouissent au regard de la T V A 
avantagg sensiblement les produits de luxe, vendus avec une marge élcvée, par rapport 
aux produits de grands consommation. Enfin, les taxes spécifiques frappant des produjts 
alimentaires essentials comme Ia‘viandc ou les boissons, qui ne tiennent aucun compte de 
différcnces de qualité, et donc des écarts de prix, aboutissent de 12. méme maniére 2‘3. une 
prggressivité fiscale £1 rebours. - 

.

' 

L’extension de 19. T V A doit remédier 2‘1 ces distorsions économiques et sociales. Cettc 
extension entraine la suppression des deuX taxes cumulatives sur le chiffre d’affaires que 
co’mporte encore le systéme actual: la taxe sur les prestationé de services et la taxe locale 
sur le chire d’affaires, la suppression dc taxes spécifiques frappant les boissons, les 
transports de fnarchandises, les cafés et les thés, ainsi que d’un certain nombre d’impéts 
£1 faible rendement. 
En contrepartie, la T V A s’appliquera désormais '21 l’ensemble des affaires de produc- 

tion, de distributionet de services qui n’y sont pas actuellement sournises, en particulier 
aux artisans, aux produits alimentaires exonérés, aux prestations de services et '21 l’en- 

semble du commerce de gros comme de détail. Seuls demeureront en dehors dc 1a 
nouvelle imposition les agriculteurs, auX'quels une possibilité d’opter volontairemeht 
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pour l’assujettissement :31 19. T V A sera toutefois offerte, la généralité des professions 
libérales, les spectacles, enfin les activités financiéres et bancaires qui, en raison de leur 
caractére spécifique, seront soit exonérées, soit soumises '21 une taXe spéciale non déduc— 
tible de 1 2%.

I 

Le ge’nérah'sation de la T V A rendra possible un abaissement de son taux de droit 
commun qui passera de 20% :31 16,66% taxe incluse (c’est—é-dire de 25% £1 20% hors taxe); 
le taux majoré sera ramené de 25% £1 20%; 1e taux réduit de 10% sera porté 2‘1 12%; 1e taux 
de 6%, applicable aux produits alimentaires dc large consommation, restera inchangé. 
L’équilibre d’ensernble du projet a été calculé de fagon é maintenir dans des limites rai- 
sonnables, compte tenu des mesures d’allégement en faveur des petits redevables qui 
vont étre décrites, 1a perte dc recettes consentie par l’Etat, et 51 n’exercer aucune action 
défavorable sur le niveau général des prix. 

2. La simplification dc l’administration de l’impét ct l’allégement de la charge fiscale 
des petits redevables constituent la seconde caractéristique de la réforme projetée. 
La généralisation de 19. T V A feta disparaitre la plupart des problémes dc frontiéres, 

nés de l’existence de nombrcux secteurs exonérés dc cet impét, qui compliquaient la 
téche des contribuables et de l’administration et donnaient lieu é un contentieux impor— 
tant: distinction entre actes de production et actes de commercialisation, entre commerce 
dc gros et commerce de détail, .définition de la qualité d’artisan, détermination — pour 
toute entreprise dont une partie de l’activité n’est pas soumise £1 la T VA — de la fraction 
de la taxe ayant grevé les équipements qui peut étre déduite de la T V A dont elle est 
redevable, etc. . . . 

Pour tenir compte du fait que l’assujettissement i la TVA du commerce de détail 
feta entrer dans le champ d’application de cet impét une catégorie dc redevables qui ne 
tiennent souvent qu’une comptabilité sommaire, le champ d’application du régime du 
forfait sera étendu: les lirnites de chiffres d’aEaires au—dessous desquelles ce régimc est 
applicable, sauf option contraire, seront portées 2‘1 500.000 (ventes) at 125 .090 (services). 
En outre, les régles relatives 91 l’irnposition des bénéfices et des chifi'res d’aflaires seront 
unifiées, ce qui permettra d’envisager A terme la fusion des déclarations ct l’assiette de 
l’impét par un agent unique. Enfin, contrairement £1 la pratique antérieure, les assujettis 
au régime du forfait seront désormais autorisés é facturer '21 leurs clients 12. T V A incluse 
dams leurs prix. 
Le souci d’alléger les obligations des petits redevables ct d’éviter 2‘1 l’administration 

fiscale dc consacrer un temps excessif é des forfaits d’un montant trés faible a conduit 
d’autre part £1 prévoir que la taxe ne serait pas mise en recouvrement‘lorsque son montant 
serait inférieur 51 um minimum flxé par le projet 2‘1 800 Frs; cette disposition permettra 
d’exonérer en fait les redevables les plus modestes: artisans ruraux, par exemple. Afin 
d’éviter que le franchissement des limites d’ex‘onération ne se traduise par un brusque 
changement de statut fiscal, un systéme dc décote assurant 1a transition avec le régime 
normal a été prévu. 

3. La suspression de la taxe locale et de quelques recettes fiscales annexes a enfm 
rendu nécessaire la misc 3:: 1a disposition des collectivités locales d’une ressource de 
remplacement. Deux problémes se posaient 51 est égard: 1e choix de la nature de cette 
ressource d’une part, celui de ses modalités dc répartition d’autre part. 
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Sur le premier point, he Gouvernement a décidé d’affecter aux collectivités une fraction 
du versement forfaitaire sur les traitements et salaires qui était jusqu’é présent encaissé 
par l’Etat. Cet impét, institué en 1948, est it la charge des entreprises et est assis, au taux 
général de 5%, sur la masse des rémunérations qu’elles versent £1 leur personnel. .La 
stabilité de sa réglementation et la régularité de son rendement en font une ressource 
bien adaptée aux nécessités des finances locales. La part du versement forfaitaire devant 
revenir aux collectivités locales, qui était fixée aux cinq sixiérnes (8 5, 35%) par le prdjet 
de loi, a été portée £1 85% lors de la discussion devant l’Assemblée Nationals. 
La répartition de cette ressource feta, dans les premieres années d’application de la 

' réforme, une part trés large aux droits acquis des départernents ct des communes, afln 
d’éviter tout bouleversemcnt de leurs budgets: deg 'attributions de garantie, dont le 
montant sera fondé sur les recettes que ces collectivités tiraient de la taxe locale et des 
autres recettes qui cessent de leur étre affectées, leux seront attribuées. Mais cette garantie 
jouera de fagon dégressive et cédera pen :1 peu 1a place :11 une répartition fondée sur l’effort 
fiscal que chaque collectivité demande é ses habitants. Les attributions seron‘t 2‘1 cet effet, 
dans une proportion croissants, calculées pout chaque collectivité 9n fonction du poidg 
des impéts directs locaux qu’ellc fait supporter £1 l’ensemble de sa population. Ce prin— 
cipe de répartition permettra dc corriger progressivement les imperfections quc com— 
porte 1e systéme actuel de taxe locale. Ce dernier avantage de fagon excessive les collecti- 
vités qui sont déjé .16 siége d’une activité commerciale ou industrielle importante, au 
détriment de celles qui out :31 faire face it une urbanisation réccnte et aux lourdes charges 
d’équipement qu’elle entraine. En particulier, les communes en expansion situées 5. la 
périphériev des grandes villes, 01‘1 1a fiscalité locale directc atteint souvent un niveau trés 
éleyé, pourront titer du nouveau régime des ressources accrues. 

Les effets conjugués dés deux réformes devraient permettre, conformément aux' dire- 
tives du V° Plan, d’assainir les conditions dc financement des investissements des entre- 
prises et de ceuX des collectivités. Sans doute, les nouvelles techniques mises gm oeuvre 
conduiront £1 modifier trés sensiblement les modalités d’irnposition de la majorité des 
agents économiques et leur application exigera, tant des contribuables que de l’édmini- 
stration, un effort d’adaptation particulier. 
Mais ces difficultés seront d’autant mieux surmontées que la conviction sera largement 

partagée que la transformation profonde du systéme fiscal que ces projets réalisent est de 
nature :11 asseoir le prélévernent fiscal sur des bases plus rationnelles et plus conformes aux 
exigences d’un développement éconornique durable. 
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IRAQ 
TAX NEWS 

INCOME TAX 
Q 
On August 31, 1964, important tax laws 
and regulations were enacted. The statu- 
tes were put into force at the beginning 
of the financial year 1964—1965. These 
taxes were mainly the Income Tax‘ Law 
and the Estate Tax Law. 

Income tax 
I—The Income Tax Law No. 95 of 1959 
governs taxation of residents and non- 
residents in Iraq. The taxable income 
under such law is defined as follows :— 

(I) Profits from commercial enterprises 
or from‘ business of commercial nature, 
industries, professions including con— 
tracts and compensation for their non— 
fulfillment, if not foi making good a loss 
sustained by the taxpayer materially or 
morally. . 

(2) Interest, commission, discount and 
profits arising from dealing in shares and 
bonds. 

(3) Rents of agricultural land. 
(4) Profits arising from the transfer of 

ownership or the use of real estate by 
whatever means affected, such as sale, 
barter, conciliation, grant, expropriation, 
removal of common ownership, liquida— 
tion of “waqf”, long lease and use of utility. 

Salaries, pensions, rewards, wages 
for work at fiXed fate for limited periods, 
allowances, sums deposited for employees, 
accounts in Provident Funds, and pen- 
'sions of foreign officials Whether deducted 

456 

from their salaries or paid to their accounts 
by another party. 

(6) Cash and estimated amounts, allo- 
ated to the taxpayer against His services 
'such as for residence and food. 

(7) Income from any other source not 
taxable in Iraq, provided that dividends 
shall not be a taxable income if a company 
has deducted or is authorised to deduct 
the tax from it. 
(Income Tax Law No. 95 of 195 9 Article 2) 

z—Income tax rates, as applicable to 
residents, non residents, limited and 
unlimited liability companies according 
to the IncomeTax Law of 1959, were 
ammended by Law No. 129 of 1964. 

These rates are as follows 2——
I 

(I) Rexz'dmt permm (after granting the 
allowanm“) 

Income T ax rate 
up to ID. 500 . 3% 
over ID. 500 up to ID. 1000 5% 
over ID. 1000 up to ID. 2000 10% 
over‘ ID. 2000 up to ID. 3000 I 5% 
over ID. 5000 up to ID. 4000 20% 
over ID. 4000 up to'ID. 5000 25% 
over ID. 5000 up to ID. 6000 30% 
over ID. 6000 up to ID. 7000 35% 
over ID. 7000 up to ID. 8000 40% 
over ID. 8000 up to ID. 9000 45% 
over ID. 9000 up to ID. 10000 50%
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Over ID. 8000 up to ID. 9000 over ID. 10000 up to ID. 11000 55% 50% 
over ID. 11000 up to ID. 12000 60% Over ID. 9000 up to ID. 10000 55% 
over ID. 12000 up to ID. 15000 65% Over ID. 10000 60% 
over ID. I 3000 up to ID. {4000 70% . 

OVCr 113- 14°00 ULP to ID- 15000 75% (4) [mama of joint .rtork companiw and other 
over ID. I 5000 up to ID. 20000 _ 

80% artificial mil-ti“
0 over ID. 20000 

1 

90 A) 
(a) Indmtrial Companiex: 

(2) Income of a non-resident individual is UP to ID‘ 1°00 
. 

10% 
subject to the same rates and particulars over ID' 1000 up t-O ID‘ 500° 15% 

Over ID. 5000 up to ID. 5000 20% 
stated in (1) above with the exception of 
income provided for in Article (19) of 
Law No. 95 of 1959 which indicates 
that “any person resident in Iraq shall 

pay the tax of 20% on amounts due to 
persons residing outside Iraq. Such due 
amounts shall be: Interest on bills, 

mortgages, loans, deposits and advances, 

Over ID. 5000 up :6 ID. 7060 25% 
Over ID. 7000 upt'o ID. 9000 30% 
Over ID. 9000 up to ID. 11000 35% 
Over ID. 11000 up to ID. x3000 40% ' 

Over ID. 13000 45% 

(b) NM—Indmtrin/ C ompam'w .' 
annual allowances or pensions or other UP to ID- 1000 10% ' 

yearly Payment. Over ID. 1000 up to ID. 2000 15% 
Over ID. 2000 up to ID. 3000 20% 

(3) Income of limited liability companiem over ID- 3000 uP ‘30 ID- 4000 25% 
Over ID. 4000 up to ID. 5000 30% 

(a) Indwtrz'al C ampam'e: .' Over 113- 5000 up to ID- 6000 35% 
1mm,“ Tax rate Over ID. 6000 up to ID. 7000 40% 
Up to ID. 1000 10% Over 1D. 7000 _up to ID. 8000 45% 

Over ID. 8000 50% Over ID. 1000 up to ID. 3000 15% 
Over ID. 3000\up to ID. 5000 .20% (Law NO- .129, 1964, Artide (7)- 
Over ID. 5000 up to ID. 7000 25% 
Over ID. 7000 up to ID. 9000 50% 
Over ID. 9000 up to ID. 11000 35% 
Over ID. 11000 up to ID. 13000 40% 
Over ID. 13000 up to ID. 15000 45% 

' Over ID. 15000 50% 

3—A tax of 50 per cent is assessed on the * 

chargeable income of a juristic person 
involved in any commercial transaction 
the profits of which are derived from 
the sale of petroleum or other Hydro- 
carbons produced in and exported from 

I 

Non-Industrial companiex: Iraq or the sale of rights or interests 

Up to ID. 1000 10% pertaining to such petroleum or other 
Over ID. 1000 up to ID. 2000 15% hydrocarbons. However, if any share 01: 

Over ID. 2000 up to ID. 5000 20% its equivalent on petroleum or other! 
Over ID. 5000 up to ID. 4600 25% hydrocarbons from which the said profits: 
Over ID. 4000 up to ID. 5000 30% accrue has been given or paid to the Iraqi 
Over ID. 5000 up to ID. 6000 35% 7 Government, the tax rate charged for ' 

Over ID. 6000 up to ID. 7000 40% the‘putpose of collection be reduced by an 
Over ID. 7000 up to ID. 8000 , 45% amount equal to the share of its equi- 
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valent amount paid to the government if 
the Minister of Finance is satisfied that 
such share or its equivalent has been paid 
provided that no reduction by an amount 
equal to that: share or equivalent shall be 
allowed as a reduction more than once. 
(Law No. 95. 1959, Article 15(5'a» 

4—The main incomes exempted from the 
tax are as follows: 
:1) Agricultural income earned by cul- 
Ktivators from agricultural products. 
17) Income of “Awquaf”, legally ac- 
knowledged, religious institutions, 
charitable and educational establish— 
ments for public interest. 
4‘) Income of savings, provident and 
insurance funds established by official 
and semi oflicials departments. 
d) Income of municipalities earned 
from public utilities. 
e) Income of cooperatives. 
f) Salaries and allowances paid to 
Iraqi nationals residing outside Iraq 
if he is not exempted from the tax in 
the place of business. 
2') Salaries and allowances paid by 
foreign legations. 
(Law No. 95, 1959 Article 7 as amend— 
ed by Law No. 129 of 1964 Article 4) 

5—Personal allowance for a taxpayer is 

ID. 450, for a wife is ID. 150 and for 
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each child under 18 is ID. 50. 
(Law No. 1959—Article 12-1) 

6—Income tax is charged on the profit of ‘ 

the company (after granting allowances 
and deductions) before distribution to 
shareholders. The company provides 
the shareholders at the time of distribu- 
tion of dividends with certificates of 
the amount of distributed dividends 
and the tax charged and deducted.- 
(Law No. 95, 1959, Articles 14, 15 (3)) 

7~—The income of a married couple is_ 

joined together and the tax is assessed 
in the name of the husband. Income 
of childrefi under 18 years of age 
joined .to the income of the father. On 
the fathers death, the tax is assessed 
on each child independently in the 
name of the mother. 
(Law No. 95, 1959, Article 6 

8—The finance authority examines all the 
returns filed by the persons subject to 
tax and be sure that the true income is 
accurately reported. The tax is assessed 
on the taxable income in the office of 
the official tax assessor in the district 
of residence or place of work of the 
taxpayer. 
(Law 'No. 95; 1959, Articles 30 & 31). 

Reported by 517.7117): Sbarif



III 

TREATIES 

CONVENTION ENTRE LA FRANCE ET MADAGASCAR 
TENDANT A ELIMINER LES DOUBLES IMPOSITIONS ET A ETABLIR DES REGLES 

D’ASSISTANCE MUTUELLE ADMINISTRATIVE EN MATIERE FISCALE 

Le. Gouvernernent de la République 
frangaise et 16 Gouvernement de la Répu— 
blique malgachc, désireux‘ d’éviter dans la 
mcsure du possible les doubles impositions 
et d’établir des régles d’assistance récipro- 
que en matiére d’irnpéts sur le revenu,. 
d’impéts sur les successions, dc droits 

- _'d’enregistrement et de droits de timbre, 
sont convenus, £1 cet effet, des disposi- 
tions suivantes: 

TITRE IER 
Dispositions générales. 

ARTICLE Ier 
Pour l’application de la présente conven— 
tion: 

I Le terms «personne» désigne: 
a) Toute personne physique; 
17) Toute personne morale; 
:) Tout groupernent de personnes 
physiques qui n’a pas la personnalité 
morale. 

' 

2 Le terme «France» désigne la France 
métropolitaine et les départements 

d’outre—rner (Guadeloupe, Guyahe, Mar— 
tinique et R'éunion). 

'

, 

.Le terme «Madagascar» désighc les 

territoires de la République 'malgache. 

ARTICLE 2 

i Une personne'phy'sique est domiciliéc, 
au sens dc la présente convention, au lieu 

011 6116 a son «foyer permanent d’habita- 
tion», cettc expression désignant le centre 
des intéréts vitaux, c’est—é—dirc le lieu avec 
lequel les relations personnelles sont les 
plus étroites. ‘ 

Lorsqu’il n’est paé possible dc déter- 
miner 1e domicile d’aprés l’alinéa qui 
précéde, 1a personne physique est réputée 
posséder son domicile dans celui des 
Etats contractants 01‘1 elle séjourne le plus 
longtemps. En cas de séjour d’égale duréc 
dans les deux Etats, elle est réputée avoir 
son domicile dans celui dont elle est res— . 

sortissante. Si elle n’est ress'ortissante 
d’aucun d’eux, les autorités administra- 
tives supérieures des Etats tranchcront la 
difficulté d’un commun accord. 

2 Pour l’application de la présente con— 
vention, le domicile des personnes mo- 
rales est au lieu du siége social statutaire; 
celui des, groupements dc personnes 
physiques n’ayant pas la personnalité 
morale au lieu du siége de leur direction 
effective.

A 

ARTICLE 5 

Le terme «établissement ,stable» désigne 
une installation fixe d’aEaires 01‘1 une 
entreprise exerce tout ou partie de son 
activité.

' 

a Constituent notamment des établissé— 
mefits stables: 
(aa) Un siége dc direction; 
(bb) Une succur—sale; 

. 
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(cc) Un bureau; 
(dd) Une usine; . 

(ee) Un atelier; 
(ff) Une nfine, carriére ou autte lieu 

d’extraction dc ressources na— 
turelles; 

(gg) Un chantier de construction. 
17) On ne considére pas qu’il y a établis— 

sement stable Si: 
(aa) 11 est fait usage d’installations aux 

seules fins dc stockage, d’exposi— 
tion on de h'vraison dc matchan— . 

discs appartenant '21 l’entreprise; 
Des marchandjses appartenant £1 

l’entreprise sont entreposées aux 
seules fins de stockage, d’exposi- 
tion ou de livraison ; _ 

Des marchandises appartenant A 
l’entrcprise sont entreposées aux 
seules fins de transformation par 
une autre entreprise; 

(dd) Une installation fixe d’affaires est 
utilisée aux seules fins d’acheter 
des marchandises; 
Une installation fixe d’affaires est 
utilisée aux seules fins de publici- 
té, de fourniture d’informations, 
de recherche scientifique ou d’ac- 
tivités analogues qui ont pour 
l’entreprise 1m caractére prépara- 
toire ou auxiliaire. ' 

(lab) 

(CC) 

(6e) 

5) Une personne agissant dans un Etat 
contractant pour le compte d’une entre— 
prise de l’autre Etat contractant — autre 
qu’un agent jouissant d’un statut indé- 
pendant, visé 2‘1 l’alinéa e ci—aprés ~— est 
considérée comme «établissement stable» 
dans le premier Etat si elle dispose dans 
cet Etat dc pouvoirs qu’elle y exerce habi- 
tuellement lui permettant de conclure dés 
contrats au nom de l’entreprise, é. moins 
que l’activité de cette personne soit limitée 
é l’achat de marchandises pour l’entreprise. 
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Est notamment considété comme exer- 
gant dc tels pouvoirs l’agent qui' dispose 
habituellement dans le premier Etat 
contractant d’un stock de produjts ou 
marchandises appartenant £1 l’entreprise au 
moyen duquel i1 cxécute réguliérement les 
commandes qu’il a regues pour le compte 
de l’entreprise. 

d) Une entreprise d’assurance de l’un des 
Etats contractants est considétée comme 
ayant un établisscment stable dans l’autre 
Etat contractant dés l’instant que, par 
l’intermédiaire d’un représentant n’en- 
trant pas dans la catégorie des personnes 
visées '21 l’alinéa e ci-aprés, elle pergoit des 
primes sur le territoire dudit Etat ou 
assure des risques situés sur ce territoire. 

a) On ne considére pas qu’une entreprise 
d’un Etat contractant a un établissement 
stable dans l’autre Etat contractant du 
seul fait qu’elle y effectue des opérations 
commerciales par l’entremise d’un cour- 
tier, d’un commissionnaire général ou de 
tout autre intermédiaire joujssant d’un 
statut indépcndant, 5. condition que ces 
personnes agissent dans le cadre ordinaire 
de leur activité. Toutefois, si l’intermé— 
diaire’ dont: le concoms est utilisé dispose 
d’un stock de marchandjses en cons'igna— 
tion '2). partir duquel sont effectuées les 

ventes et les livraisons, il est admis que ce 
stock est caractéristique de l’existence d’un 
établissement stable de l’entreprise. 

f) Le fait qu’une société domiciliéc dans 
un Etat contractant contréle ou est 
contrélée par une société qui est domici- 
liée dans l’autre Etat contractant ou qui y 
effectue dcs opérations commerciales (que 
ce 5011: par l’intermédiaire d’un établisse- 
ment stable on non) ne suffit pas, en lui- 
méme, 2‘1 faire de l’une quelconque de ces 
deux sociétés un établissement stable de 
l’autre.
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ARTICLE 4 

Sont considérés comme biens immobiliers 
pour l’application de la présente conven— 
tion les dr01ts auxquels s’appliquent les 

dispositions du droit privé concernant la 
propriété fonciére éinsi que les droits 
d’usufruit sur les biens immobiliers, 2‘1 l’ex- 

ception des créances de toute nature 
garanties par gage immobilier. 
La question de savoir si un bien ou un 

droit a le caractére immobilier o_u peut 
étre considéré comme I’accessoire d’un 
immeuble sera résoluc d’aprés la législa- 
tion de l’Etat sur le territoire duquel est 
situé le bien considéré ou le bien sfir lequel 
porte 1e droit envisagé. 

ARTICLE 5 

1 Les rcssortissants, les sociétés et autres 
groupements d’un Etat contractant nc 
seront pas soumis dans l’autre Etat :31 des 
impéts autres ou plus élevés que ceux 
frappant les ressortissants, les sociétés ct 
autres groupements de ce dernier Etat se 
trouvant placés dans la méme situation. 

2 En particulier, les tessortissants d’un 
Etat contractant qui sont imposablcs sur 
le territoire de l’autre Etat contractant 
bénéficient, dans les mémes conditions 
que les ressortissants de ce dernier Etat, 
des exceptions, abattements 2‘1 la base, 
déductions et réductions d’impéts ou 
tdxes quelconques accordés pour charges 
de famille. -

- 

ARTICLE 6 

Pour l’application des dispositions conte- 
nues dans la présente convention, l’ex— 

' pression «autorités compétentes» désigne: 
Dans le cas de la France, 16 ministre des 

finances et des afl'aizes économiques; 
Dans le cas de Madagascar, 1e ministre 

des firiances ou leurs représentants dfi— 
, 
ment autorisés. 

ARTICLE 7 

Pour l’application de la présente conven— 
tion par l’un des Etats contractants, tout 
terme non défini dans cette convention 
recevra, '21 moins que le contexte ne l’exige 
autrement, 1a signification que lui donnent 
les lois en Vigueur dans I’Etat considéré, 
en ce qui concerns les impéts visés dans 
cette convention. 

TITRE II 
Doubles impositions 

CHAPITRE Ier' 
17747075 mr [EJ' rel/mm 

ARTICLE 8 

1 Le présent chapitre est applicable aux 
impéts sur le revenu pergus pour le 

compte de chacun des Etats contractants, 
de ses subdivisions politiques et de ses 
collectivités locales, quel que soit le systé— 
me de perception. 

Sont considérés comme impéts silt les 

revenus les impéts sur le revenu tot'al ou 
sur les éléments du revenu (y compris les 
plusvalues). 

2. Les dispositions du présent chapitre 
ont pour objet d’éviter les doubles irh- 

positions qui pourraient résulter, pou’r les 
personnes (entendues au sens de l’article 
Ier) dont le domicik fiscal, déterminé 
conformément é Particle 2, est situé dans 
l’un des Etats contractants, de la percep- 
tion simultanée on successive dans cct 
Etat et dans l’autre Etat contractant des 
impéts visés au paragraphe 1 ci-dessus. 

3 Les impéts actuels auxquels s’appliquc 
le présent chapitre sont: 
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En ce qui concerns 'la République fran—
_ 

gaise: 

a) L’impét sur la revenu des personnes 
physiques; 

b) La taxe complémentaire; 
I) L’impét sur les bénéfices des sociétés 

et autres personnes morales. 

En ce qui concerne la République mal- 
gache: 

a) L’impét cédulaire sur les bénéfices 
divers; 

b) L’impét sur le revenu des capitaux 
mobiliers; 

c) L’impét général sur le revenu. 

4 La convention s’appliquera aussi aux 
impéts futurs dc nature identique ou 
analogue quj s’ajouteraient, aux impéts 
actuels ou qui les remplaceraient. Les 
autorités compétentes des Etats contrac— 
tants se communiqueront, dés leur pro— 
mulgation, les modifications apportées 
é leur législation fiscale. 

5 Il est entendu que dans le cas 011 1a 
législation fiscale de l’un des Etats contrad- 
fants ferait l’objet dc modifications affec- 
tant sensiblement 1a nature ou le caractére 
des irnpéts Visés au paragraphe 3 du 
présent article, les autorités compétentes 
des deux Etats se concertetaient pour 
déterminer les aménagements qu’il serait 
éventuellement nécessaire d’apporter '21 la 

présente convention; 

ARTICLE 9 

Les revenus des biens immobih'ers, y 
compris les bénéfices des cxploitations 
agricoles ct forestiéres, ne sont imposables 
que dans l’Etat oil ces biens sont situés. 

ARTICLE 10 
I Les revenus des entrepriscs industriel— 

les, miniéres, commerciales ou financiéres 
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me son‘t imposables que dans ltat sur le 
territoire duquel se trouve un établisse— 
ment stable.

_ 

2 Lorsqu’une entreprise posséde des 
établissemcnts stables dans les deux Etats 
contractants, chacun d’eux fie peut im— 
poser que le revenu provenant dc l’activité 
des établissements stables situés sur son 
territoire. . 

3 Le bénéfice imposablc ne peut cxcéder 
le montant des bénéfices industriels, mi— 
niers, commerciaux ou financiers réalisés 
par l’établissement stable, y compris s’il y 
a lieu les bénéfices ou avantages retirés 
indirectement de cet établissement ou qui 
auraient été attribués ou accordés 2‘1 des 
tiers soit par voie de majoration ou de 
diminution dts prix d’achat ou de vente, 
soit par tout autre moyen. Une quote—part 
des frais généraux du siége de l’entreprise 
est imputée aux résultats des différents 
établissements stables au prorata du 
chiffre d’affaires réalisé dans chacun d’eux. 
4 Lorsque les contribuables dont l’acti— 

vité s’étend sur les territoires des Ideux 
Etats contractants ne tiennent pas une 
comptabilité réguliére faisant ressortir 
distinctement et exactement les bénéfices 
ai-‘férents aux— établissements stables situés 
dans l’un et l’autre Etats, le béne’fice 
respectivement imposable par ces Etats 
peut étre déterminé en répartiésant les 
résultats globaux a}; prorata du chiffre 
d’affaires réalisé dans chacun d’cux. 

ARTICLE I I 

I Lorsqu’une entreprise dc I’un des 
Etats contractants, du fait de sa participa— 
tion 33 la gestion ou au capital d’une entre- 
prise de l’autre Etat contractant, fait ou 
impose é cette derniére, dans leurs rela- 
tions commerciales ou financiéres, des 
conditions différentes dc celles qui seraient
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faites 2‘1 une tierce entreprise, tous bénéfices 
'qui. auraient dfi normalement apparaitre 
dans les comptes de l’une des entreprises, 
mais quj ont été de la sorte transférés '21 

l’autre entreprise, peuvent étte incorporés 
aux bénéfices imposables de la premiére 
entreprise. . 

2 Une entreprise est considérée comme 
participant 2‘1 la gestion on an capital d’une 
autre entreprise notamment lorsque les 

rnémes personnes participant directement 
ou indireptement :21 1a gestibn 011 an capital 
de chacufle de ces deux entreprises. 

ARTICLE I 2 

Les revenus provenant dc l’exploitation, en 
/trafic international, dc navires ou d’aéro— 
nefs ne sont imposables que dans l’Etat 
icontractant on se txouve 1e domicile 
fiscal de l’entreprise. 

ARTICLE 13 
Sous réserve des dispositions des articles 
15 '21 I7 ci—aprés, les revenus des valeurs 
mobiliéres et les revenus assimilés (pro- 
duits d’actions, dc parts de fondateur, de 
parts d’intérét et de commandites, intéréts 
d’obligations ou de tous autres titres 
-d’emprunts négociables) payés par des 
sociétés ou des collectivités publiques ou 
privées ayan; leur domicile fiscal sur le 

territoire dc l’un des Etats contractants 
sont-imposables dans cet Etat. 

‘ARTICLE '14 

Une société d’un Etat contractant ne peut 
étre assujettie sur le territoire de l’autre 
Etat contractant au paiement d’un impét 
sur les distributions dc revenus de valeurs 
mobiliéres et de revenus assimilés (pro- ' 

duits d’actions, de parts de fondateur, dc 
parts d’intérét et de commandites, intéréts 

d’Obligations ou de 'tous autres titres 

d’emprunts négociables) qu’elle cHectue, 
du seul fait de sa participation dans la 

gestion ou dans le capital de sociétés 
domiciliées clans cet autre Etat ou £1 cause 
de tout autre rapport avec ces sociétés; 
mais les produits distribués par ces der- 
niéres sociétés ct passibles dc l’impét sent, 
16 cats échéant, augmentés de tous les 

bénéfices ou avantages que la société du 
premier Etat aurait. indirectement retirés 
desdites sociétésf, soit par vdie de majora— 
tion ou de diminution des prix d’athat ou 
de vente, soit par tout autre moyen.
r 

ARTICLE 15 
I Lorsqu’une société ayant son domicile 

fiscaldans l’un des Etats contractants s’y 
trouve sournise Au paiement d’un impét 
frappant les distributions de revenus de 
valeurs mobiliéres et de revenus assimilés 
(produits d’actions, de parts dc fondateur, 
de parts d’intérét et dc commandites, 
intéréts d’obligations ou de tous autres 
titres d’emprungs négociablcs) et qu’elle 

posséde un ou plusieurs établissements 
stables sur lev territoite de l’autrc Etat 
contractant é raison desquels elle est égale— 
ment soumise dans ce dcrniér Etat au

' 

paiement d’un méme impét, il est procédé 
'21 um: répartition, entre les deux Etats, des 
revenus donnant ouverture audit impét, 
afin d’éviter une double imposition. 

2 La répartition prévue au paragraphe 
qui précéde s’étéblit, pour chaque exerci- 
ce,_ sur la base du rapport: 

#1;— pour l’Etat dans lequel la société 
n’a pas son domicile fiscal; 

B—gi pour l’Etat clans lequel la société a 
son domicile fiscal. 

La lettre A désignant le montant des 
bénéflces comptables provenant 21 1a 
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société de l’ensemble des établissements 
stables qu’clle posséde dans I’Etat on 6116 
n’a pas son domicile fiscal, toutes compen— 
sations étant'faites entre les résultats béné- 
ficiaires et les résultats déficitaires de ces 
établissements. Ccs bénéfices comptables 
s’entendent de ceux qui sont réputés 
réalisés dans lesdits établissements, au 
regard des dispositions des articles 10 at 
I I de la présente convention; 
La lettre B 16 bénéfice comptable total de 

la société tel qu’il résulte de son bilan géné— 
ral. 

Pour la détermination du bénéfice 
comptable total, il est fajt abstraction des 
résultats déficitaires constatés pour l’en- 
semble des établissements stables de la 
société dans un Etat quelconque, toutes 
compensations étant faites entrc les résul- 
tats‘bénéficiaires et les résultats déficitaires 
de ces établissements. 
Dans le cas oil 1e bénéfice comptable 

total d’un exercice est nul ou négatif, 1a 
répartition s’efl'ectuc sur les bases anté— 
rieurement dégagées. 
En l’absence de bases antérieurernent 

dégagécs, 1a répartition s’efiectue selon 
une quotité fixée par commune entente 
entre les autorités compétentes des Etats 
contractants intéressés. 

3 Lorsque les bénéfices distribués com— 
prennent des produits dc participation 
détenus par la société dans le capital 
d’autres sociétés et que ces participations 
remplissent, pour bénéficier des régimes 
spéciaux auxquels sont soumises les socié— 
tés aflfiliées, les conditions exigées en vertu 
de la législation interne soit de l’Etat du 
domicile fiscal de la société, soit de l’autre 
Etat, selon qu’elles figurent £1 l’actif du 
bilan concernant l’établissement stable 
situé dans le premier on dans le second 
Etat, chacun desdits Etats applique £1 ces 
bénéfices distribués, dans la mesure oil ils 
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proviennent du produit des participations 
régies par sa législation interne, les disposi- 
tions de' cettc législation, en méme temps 
qu’il taxe 1a partie desdits bénéfices qui ne 
provient pas du produit dc participation, 
dans la mesure 01‘1 l’imposition lui en est 
attribuée suivant les modalités prévues au 
paragraphe 3 ci—dessus. 

ARTICLE 16 
I Quand, 51 la spite de contréles exercés 

~ par les administrations fiscales compéten— 
tes, il est effectué, sur le montant des 
bénéfices réalisés au cours d’un exercice, 
des redressements ayant pour résultat 
dc modifier la proportion définie au para- 
graphe 2 de Particle 15, il est tenu compte 
dc ces redressements pour la répartition, 
entre les deux Etats contractants, des bases 
d’imposition afl'érentes ‘a l’exercice au 
cours duquel les redressements intervien— 
nent. 

2 Les redressements portant sur le 
montant des revenus é. répartir, mais 
n’affectant pas la proportion des bénéfices 
réalisés dont il a été tenu compte pour la 
répartition des revenus faisant l’objet des— 
dits redressemcnts, donnent lieu, selon les 
régles applicables dans chaque Etat, £1 

une imposition ,supplémentaire répartie 
suivant la mérne proportion que l’impo- 
sition initiale. 

ARTICLE I 7 

I La répartition dcs bases d’imposition 
Visées £1 Particle 15 est opérée par la société 
ct notifiée par elle £1 chacune des admini- 
strations fiscales compétentes, dans le délai 
quj lui est imparti par la législation dc cha- 
que Etat pour déclarer les distributions de 
produits imposables auxquelles elle pro— 
céde. . 

A l’appui de cette répartition, la société
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fournit 2‘1 chacune desdites -administra— 
tions, en outre des documents qu’elle est 
tenue dc produire ou de déposer en vertu 
de la législation interne, une copie de 
ceux produits ou déposé§ auprés dc l’ad- 
ministration dc l’autre Etat. 

2 Les difficultés ou contestations qui 
peuvent surgir au sujet de la répartition 
des bases d’imposition sont réglées d’une 
commune entente entre les administrations 
fiscales compe’tentes. 
A défaut d’accord, le différend est 

tranché par la commission mixte 5 Particle 
41. 

ARTICLE 18 
Les tantiémes, jetons de présence et autres 
rémunérations attribués aux membres dcs 
conseils d’administration ou de surveillan- 
ce de sociétés anonymes, sociétés en com- 
‘mandite par actions on sociétés coopéra— 
Itives, en leur dite qualité, sont imposables 
dans l’Etat contractant oh la société a son 
domicile fiscal, sous réserve de l’applica— 
tion deg articles 22 et 2 3 ci—aprés en ce qui 
concerns les rémunérations pergues par 
les intéressés en leurs autres qualités 
effectives. 

Si la société posséde un ou plusieurs 
établissements stables sur le territojre de 
l’autre Etat contractant, les tantiémes, 
jetons dc présence et autres rémunérations 
visés ci-dessus sont ifnposés dans les con— 
ditions fixées aux articles 15' £1 17. 

ARTICLE 19 
1 L’impét sur le revenu des préts, 

dépéts, comptes dc dépéts, bons de caisse 
et de toutes autres créances non repré— 
sentées par ,des titres négociablcs est 

pergu clans l’Etat du dbfnicile fiscal du 
créancier. 

2 Toutefois, chaque Etat contractant 

conserve le droit d’imposer par voie de 
retenue A la source, si sa législation interne 
le prévoit, les revenus visés au paragraphs 
I ci—aessus. 

3 Les dispositions des paragraphes I et 

2 ci-dessus ne s’appliquent pas lors‘que le 
bénéficiaire des intéréts, domicilié danspn 
Etat contractant, posséde dans l’autre Etatv 
contractant d’ofil provienncnt les intéréts 
un établissement stable auquél se rattache 
effectivement la créance qui les produit. 
Dans ce cas, l’article IO concernant l’im— 
putation des bénéfices aux établissements 
stables est applicable. 

ARTICLE 20 

1 Les redevances (royalties) versées 
pour la jouissance de biens immobiliers 
ou l’exploitation dc mines, carriéres ou 
autres ressources naturelles ne sont im— 
posables quc dans celui des Etats contrac- 
tants 01‘1 sont situés ces biens, mines, 
carriéres ou autres ressources naturelles. 

2 Les droits 'd’auteur ainsi que les 

produits ou redevances (royalties) prove- 
nant de la vente ou de la concession de 
licences d’exploitation de brevets, mar- 
ques de fabrique, procédés et formules, 
secrets qui sont payés dans l’un des Etats 
,contractants '21 une personne ayant son 
domicile fiscal dans l’autre Etat contractant 
ne sont imposables que dans ce dernier 
Etat. 

5 Sont traitées comme les ‘redevances 
Visées au paragraphe z les sommes payées 
pour la location ou le droit d’utilisation 
des films cinématographiques, les droits 
de location at rémunérations analogues 
pour l’usage ou le droit £1 usage d’équipe- 
ments industriels, commerciaux ou scienti- 
fiques et pour la fourniture d’informations 
concernant des expériences d’ordre indu— 
striel, commercial ou scientifique. 
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4 Si une tedevance (royalty) est supé— 
rieure :21 1a valeur intrinséque et normals 
des droits pour lesquels elle est payée, 
l’ex‘emption prévue aux paragraphes 2 et 5 
ne peut étre appliquée qu’é la partie de 
cette redevance qui correspond :31 cette 
valeur intrinséque et normale. 

5 Les dispositions des paragraphes 2 et 
3 ne s’appliquent pas lorsque le bénéficiaire 
des redevances ou autres rémune’rations 
entretient dans l’Etat contractant d’ofi 
proviennent ces revenus un établissernent 
stable ofi une installation fixe d’affaires 
servant :31 l’excrcice d’une profession Iibé— 
rale ou d’une autre activité indépendante 
et que ces redevances ou autres rémunéra-

\ _tions sont £1 attribuer a cet établissement 
stable on 51 cette installation fix‘e d’affaircs. 
Dans cc cas, ledit Etat a le droit d’imposer 
ces revenus conformément 521 sa législation. 

ARTICLE 21 

Les pensions et les rentes viagéres nc sont 
imposables que dans l’Etat contractant oil 
16 bénéficiaire a son domicile fiscal. 

ARTICLE 22 

I Sauf accords particuliers prévoyant 
des régimes spéciaux en cette matiére, les 
salaires, traitements et autres rémunéra— 
tons similaires qu’une personne domiciliée 
dans l’un des deux; Etats contractants 
rcgoit au titre d’un emploi salarié ne sont 
imposables que dans Cet Etat, '31 moins que 
l’emploi ne soit exercé dans l’autre Etat 
contractant. Si l’emploi est exercé dans 
l’autre Etat contractant, les rémunérations 
regues 51 cc titre sont imposables dams cet 
autre Etat. 

2 Nonobstant les dispositions du para— 
graphe 1 ci—dessus, les rémunérations 
qu’une personne domiciliée dans un Etat 
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contractant regoit au titre d’un emploi 
salarié exercé dans l’autre Etat‘contractant 
ne sont imposables que dans le premier 
Etat si: ‘ 

a) Le bénéficiaire séjourne dans l’autre 
Etat pendant une période ou des 
périodes n’excédant pas au total 183 
jours au cours de l’année fiscale 
considéréc; 

17 ) Les rémunérations sont payées par 
un employeur on an norn d’un em- 
ployeur qui n’est pas domicih'é dans 
l’autre Etat; 

a) Les rémunérations ne sont pas dé— 
duites des bénéfices d’un établisse- 
ment stable on d’une base fixe que 
l’employeur a dans l’autre Etat. 

5 Nonobstant les dispositions précé- 
dentes du présent article, les rémunérations 
affétentes '21 une activité exercée 31 bord 
d’un navire ou d’un aéronef en trafic 
international ne sont imposables que dans 
l’Etat contractant 01‘1 l’entreprisc a son 
domicile. 

ARTICLE 23 

1 Les tevenus qu’une personne domi- 
ciliée dans un Etat contractant retire 
d’une profession libérale ou d’autres 
activités indépendantes dc caractére analo— 
gue ne sont imposables que dams cet Etat, 
'21 moins que cette personne ne dispose dc 
fagon habituelle dans l’autre Etat-contrac— 
tant d’une base fixe pour l’exercice de ses 
activités. Si elle dispose d’une tells base, 121 
partie des revenus qui peut étre attribuée '21 

cette base est imposable clans cet autre Etat. 
2 Sont considétés comme professions 

-libéra1es, au sens du préscnt article, notam— 
ment l’activité scientifique, artistiquc, 
littéraire, enseignante ou pédagogique 
ainsi que celle des médecins, avocats, 
architectes ou ingénieurs.
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ARTICLE 24 

Les sommes qu’un étudiant 011 ml stagiaire 
de l’un des deux Etats coptractants, séjour— 
nant dans l’autre Etat contractant ’21 seule 
fin d’y poursuivre ses étudcs ou sa forma- 
tion, regoit pour cofivrir ses frais d’entre- 
tien, dfétudes ou de formation ne sont pas 
imposables dans cet autre Etat, ’21 con- 
dition qu’elles proviennent de sources 
situées en dehors de cet autre Etat. 

ARTICLE 25 

Les revenus non mentionnés aux articles 
précédcnts ne sont imposables que clans 
l’Etat contractant du domicile fiscal du 
bénéficiaire '21 ins que ces revenus ne se 
rattachent £1 l’activité d’un établissement 
stable que cc bénéficiaire posséderait dams 
1"autre Etat contractant. 

ARTICLE 26 

Il est entendu que la double imposition est 
évitée de la méniére suivante. 

I Un Etat contractant ne ' peut pas 
comprendre dans les bases de‘s impéts 
5111: he revenu visés :21 Particle 8 les revenus 
qui sont exclusivement imposables clans 
l’autre Etat contractant en vertu de la 
présente convention; mais chaque Etat 
‘conserve 1e droit de calculer I’impét au 
talix correspondant '21 l’ensemble des 
revenus imposables d’aprés sa législation. 

2 Les revenus visés aux articles 13, 15, 
18 et 19 ayant leur source :21 Madagascar 
ct pergus par des personnes domiciliées 
en France 116 peuvent étre imposés 2‘1 

- 

> 

Madagascar qu’é l’impét sur le revenu des 
capitaux mobiliers. 

Réciproquement les revenus de méme 
nature ayant leur source en France et

1 

pergus par des personnes domiciliées :21 

Madagascar ne peuvent étre imposés en 
France qu’é la retenue :11 1a source sur le 
revenu des capitaux mobiliexfs. 

3 Les revenus de capitaux rnobiliers et 
les intéréts de source malgache visés aux 
articles 13, 15, 18 et 19 ct pergus par des 
personnes physiques, sociétés ou autres 
collectivités domiciliées en France sont; 
compris dans cet Etat dans les bases des 
impéts Visés au paragraphe 3 de l’article 8 

pour leur montant brut sous réserve des 
dispositions ci—aprés: 

a) Les revenus mobiliers dc source 
malgache visés aux articles I 3, 15 et 18 et 
soumis '21 l’impét malgache sur lc revenu 
des capitaux mobiliers par l’application 
desdits articles sont exonérés en France 
de la retenue 51 la source sur le revenu des 
capitaux mobiliers. Cette retenue est 
néanmoins considérée pour 1c calcul soit 
de l’impét sur le revenu des personnes 
physiques, soit des autres impéts dans les 
bases desquels ces revenus‘ se trouvent 
compris comme ayant été effectivement 
acquitték au taux normal applicable aux 
revenus de méme nature ayant leur source 
en France; ‘ 

17) Les intéréts visés '21 l’article 19 prove— 
nant de sources malgaches et qui ont été 
soumis '21 l’impét sur le revenu des capitaux 
mobiliers é Madagascar donnent droit en 
France 21 um crédit d’impét de I 2 p. 100 an 
profit du bénéficiaire‘ dc ces intéréts domi— 
cilié en France. Ce crédit s’impute soit sur 
la taxc complémentaire et, 16 cats échéant, 
sur l’impét sur le revenu des personnes 

' physiques, soit sur l’impét sur les sociétés. 
4 Les revenus dc capitaux mobiliers et 

les intéréts de sources frangaises visés aux 
articles 13, 15, 18 et 19 et pergus par des 
personnes domiciliées it Madagasdar nc 
peuvent étre assujettis dans cet Etat qu’é 
l’impét général sur 1c revenu. 
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, 
CHAPITRE II 

I mpo‘t: mr 1e: .rumuiom.
\ 

ARTICLE 27 
1 Le préscnt chapitre est applicable aux 

impéts sur les successions pergus pour. le 
compte de chacun des Etats contractants. 

' 

Sont considérés comme impéts sun les 
successions: les impéts pergus par suite 
de décés sous forme d’impéts sur la masse 
successorale, d’impéts sur les parts héré- 
ditaires, dc droifs de mutation on d’irnpéts 
sur les donations pour cause de mort. 

2 Les impéts actuels auxquels s’appli- 
que le présent chapitre sont: 
En ce qui concerne la République fran- 

gaise: l’impét sur les successions; 
En ce qui concerne la République mal- 

gache: l’impét sur les successions. 

ARTICLE 28 

Les biens immobiliers (y compris les 

accessoires) ne sont sournis é. l’impét sur 
les successions que dans l’Etat contractant 
01‘1 ils sont situés; le cheptel mort ou vif 
servant ‘a une exploitation agricole ou 
forestiére n’est imposablc que dans l’Etat 
contractant oil l’exploitation est situéc. 

ARTICLE 29 
Les biens meubles corporels ou incorporels 
laissés par un défunt ayant cu au moment 
de son décés son domicile dans l’un des 
Etats contractants et investis‘ dans une 
entreprise commerciale, industrielle ou 
artisanalc dc tout genre sont soumis £1 

l’impét sux les successions suivant la régle 
ci—aprés: 

a) Si l’cntreprise ne posséde un établis- 
sement stable que dans l’un des deux 
Etats contractants, les biens ne sont sou- 
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mis 2‘1 l’impét que dans cet Etat; i1 en est 
ainsi méme lorsque l’cntreprise étend son 
activité sur le territoire dc l’autre Etat 
contractant sans y avoir un établissement 
stable; 

b) Si l’entreprise a un établissement 
stable dans les deux Etats contractants; 
les biens sont soumis é. l’impét dans chaque 
Etat dans la mesure 01‘1 ils sont af-fectés £1 

1m étabfissement stable situé sur le terri- 
toirc de cet Etat. 

Toutefois, les dispositions du présent 
article ne sont pas applicablcs aux inV‘estis- 
sements efl'ectués par le défunt dans les 

sociétés '21 base de capitaux (sociétés 
anonymes, sociétés en commandit'e par 
actions, sociétés 2‘1 responsabilité limitée, 
sociétés coopératives, sociétés civiles sou- 
mises au régime fiscal des sociétés de 
capitaux) ou sous forme de commandite 
dans les sociétés en commandite simple. 

ARTICLE 30 
Les ‘biens meubles corporels ou incorpo- 
rels rattachés é des installations per- 
manentes et afl'ectés 2‘1 l’exercice d’une 
profession libérale dans I’m (165 Etats 
contractants ne sont soumis '21 l’impét sur 
les successions que dans l’Etat contractant 
01‘1 se trouvent ces installations. 

ARTICLE 31 
Les biens meubles corporels, y compris les 

' meubles meublants, le linge et les objets 
ménagers ainsi que les objets et collections 
d’art autres que les meubles visés aux 
articles 29 et 30 me sont 'soumis '21 I’impét 
sur les successions que dans celuj des 
Etats contractants ofi ils se trouvent effec— 
tivement '21 la date du décés. 

Toutefois, les bateaux et les aéronefs 
ne sont imposables que clans l’Etat contrac— 
tant oil ils ont été immatriculés.
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ARTICLE’gz 

Les bicns de la succession auxquels ies 

articles 28 '21 31 I16 sont pas applicables ne 
sont soumis aux impéts sur les successions 
que dans l’Etat cohtractant 01‘1 1e défunt 
avait son domicile au moment de son décés.

\ 

ARTICLE 33 
I Les dettes afférentes 'aux entreprises 

visées aux articles 29 et 30 sont imputables 
sur les biens affectés 5. ces entreprises. Si 
l’entreprise posSéde, sclon 1e cas, un 
établissement stable ou une installation 
permanente dans les deux Etats contrac- 
tants, les dettes sont imputables sur les 
biens afl'ectés é l’établissement on :31 Pin- 
stallation dont elles dépendent. 

2 Les dettes garanties soit par des im- 
meubles ou des droits immobiliers, soit 
par des bateaux ou aéronefs visés £1 l’arficle 
31, soit par des biens affectés 5‘1 l’exercice 
d’uxie profession Iibérale dans les condi- 
tions prévues 5 Particle 30, soit par des 
biens afi'ectés £1 une entreprise de la nature 
visée 2‘1 l’article 29, sont imputables sur ces 
biens. Si la méme dette est garantie 2‘1 1a 
fois par des bicns situés dans les deux 
Etats, l’imputation se fait. sur les biens 
situés dans chacun d’eux proportionnelle- 

‘ ment a la valeur taxable de ces biens. 
Cette disposition n’est applicable aux 

dettes Visées au paragraphe I que dans la 
mesure 01‘1 ces dettes ne sont pas couvertes 
par l’imputation prévue £1 ce paragraphe. 

5 Les dettes non visées aux paragraphes 
I et 2 sont imputées sur les biens aquels 
sont applicables les dispositions dc l’article 
32. 
4 Si l’imputation prévue aux trois 

paragraphes qui précédent laisse subsister 
dans un Etat contractant un solde non 
couvertx ce solde est déduit des autres

\ biens ,soumis a l’impét des successions 
dans ceméme Etat.'S’il ne reste pas dans 
cet Etat d’autres biens soumis é l’impét on 
si la déduction laisse encore un solde non 
couvert, cc solde est imputé sur les biens‘ 
soumis £1 l’impét dams l’autre_ Etat con- 
tractant. 

ARTICLE 34 
Nonobstant les dispositions des articles 
28 2‘1 3 3, chaque Etat contractant conlserve 
le droit de calculer l’impét sur les biens 
héréditaires qui sont réservés 2‘1 son impo- 
sition exclusive, d’aprés le taux moyen qui 
serait applicable s’il était tenu compte dc 
l’ensemble des biens qui seraient impo- 
sables d’aprés sa législation‘ interns. 

’CHAPITRE III 
Droitx d’mregixtremmt Mire; que [ex droitx 

de :urteuz'on. Drain de timbre. 

ARTICLE 35 
Lorsqu’un acte ou un jugement établixdans 
l’un des Etats contractants est présenté 
5. l’enregistremént dans l’autre Etat con— 
tractant, les droits applicables dans ce 
demier Etat sont déterminés suivant les 
réglcs prév‘ues par sa législation interne, 
sauf imputation, 1e cas échéant, des droits 
d’enregistrement- qui ont été pergus dans 
le premier Etat, sur les sommes ou valeurs 
dormant ouverture aux‘ droits dans cet 
autre Etat.

’ 

Toutefois, les actes ou jugements por- 
tant mutation dc propriété, d’usufruit 
d’immeublcs ou de fonds de commerce, 
ceux portant mutation de jouissance 
d’immeubles et les actes ou jugements 
constatant une cgssion de droit a un 
bail on au bénefice d’une promesse dc bail 
portant sur tout partie d’un immeuble ne 
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- peuvent étre assujettis in un droit de muta— 
tion que dans celui des Etats contractants 
sur le territoire duquel ces immeubles ou 
ces fonds de commerce sont situés.

> 

Les dispositions du premier alinéa du 
présent article ne sont pas applicables aux 
actes constitutifs de société ou modifica— 
tifs du patte social. Ces actes ne donnent 
lieu '21 1a perception du droit proportionnel 
d’apport que dans l’Etat 01‘1 est situé le 

siége statutaire de la société. S’il s’agit dc 
fusion ou d’opération assimilée, la percep- 
tion est effectuée dans l’Etat 01‘1 est situé 
le siége de la société absorbante ou nouvel- 
le. ‘ 

ARTICLE 36 
Les actes ou eflets créés dans l’un des 
Etats contractants ne. sont pas sournis au 
timbre dans l’autre Etat contractant lors- 
qu’ils ont effectivement supporté cet im- 
pét au tarif applicable dans le premier Etat, 
ou lorsqu’ils en sont légalement exonérés 
clans ledit Etat. 

TITRE III 
Assistance administrative 

'ARTICLE 37 
I Les autorités fiscales dc chacun des 

Etats contractants transmettent aux auto- 
rités fiscales de l’autre Etat contractant les 
renseignernents d’ordre fiscal qu’elles out 
'21 leur disposition et qui sont utiles '21 ces 
demiéres autorités pour assurer l’établis— 
sement et le recouvrement réguliers des 
impéts visés par la présente Convention 
ainsi que l’application, en ce qui concerne 
ces impéts, des dispositions légales rela— 
tives é. 1a répression de la fraude fiscalc. 

2 Les renseignements ainsi échangés qui 
conservent un caractére secret ne sont pas 
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étre accompagnée des documents exigés 

communiqués '21 des persohnes autres que 
celles qui sont chafgées de l’assiette et du 
recouvrernent des impét’s visés par la 
présente convention. Aucun rehseigne- 
ment n’est échangé qui révélerait un secret 
commercial, industriel ou professionnel. 
L’assistance peut ne pas étre donnée 
lorsque 1’Etat requis estime qu’elle est de 
nature '21 mettre en dangervsa souveraineté 
ou sa sécurité ou £1 porter atteinte é ses 
intéréts généraux. 

3 L’échange des rcnseignements a lieu 
soit d’oflfice, soit sur demande Visant des 
cas concrets. Les autorités compétentes 
des Etats contractants s’entendent pour 
déterminer 1a liste des informations qui 
sont fournies d’office. 

ARTICLE 38 
I Les Etats contractants conviennent de 

se préter mutuellement assistance et 
appui en we de recouvrer, suivant lcs 
régles propres '21 leur législation ou régle— 
mentation respectives, les impéts Visés par 
la présente convention ainsi que la majors.- 
tion dc droits, droits en sus, indemnités dc 
retard, intéréts et frais afférents 2‘1 ces 
impéts, lorsque ces sommes sont définiti— 
vement dues en application des lois ou 
réglements de l’Etat demandeur. 

2 La demande formulée é cette fin doit 

par les lois ou réglements de l’Etat 
requérant pour établir que les somrnes '21 

recouvrer sont définitivement dues. 
3 Au vu de ces documents, les significa— 

tions at ‘mesures de recouvrement et de 
percéption ont lieu dans l’Etat requis 
conformément aux lois ou réglcments 
applicables pour le recouvrement et la 

perception de ses propres impéts. 
4 Les créances fiscales £1 recouvrer béné- 

ficient des méme sfiretés ct priviléges que
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les créances fiscales dc méme nature dans 
l’Etat de recouvrement. 

ARTICLE 39 
En ce qui concerns les créances fiscales qui 
sont encore susceptibles dc recours, les 

autorités fiscales de l’Etat créancier, pour 
la sauvegarde de ses droits, peuvent 
dcmander aux autorités fiscalcs compéten- 
tes de l’autrc Etat contractant dc prendre 
les mesures conservatoires que la législa- 
tion ou la réglementation dc celui—ci auto- 
use. 

ARTICLE 40 
Les] mesures d’assistance définies aux 
articles 38 et '39 s’appliquent également au 
recouvrement de tous impéts et taxes 
autres que ceux visés par la présente con- 
vention, ainsi que, d’une maniére géné— 
tale, aux créances de toute nature des 
Etats contractants. 

TITRE IV 
‘ 

Dispositions diverses 

ARTICLE 41 

I Tout contribuablc qui prouve que 
les mesures prises par les autorités fiscales 
des Etats contractants ont entrfiné pout 
lui'une double imposition en ce qui con- 
cerns lés impé'ts visés par la présente 
convention peut adresser une demande soit 
aux autorités compétentes de l’Etat sur Ie 
territoirc duquel il a son domicile fiscal, 
soit :31 celles 'de l’autre Etat. Si 16 bien- 
fondé de cette demande est reconnu, les 
autorités compétentes des deux Etats 
s’entendent pour éviter de fagon équitable 
121 double imposition. 

2 Les autorités compétentes des Etats 
contractants peuvent également s’entendre 
pour supprimer 121 double imposition dans 
les cas non réglés par la présente conven- 
tion, ainsi que dans les cas 01‘1 l’interpré— 
tation ou l’application de la présente con- 
vention donnerait lieu £1 des diflicultés 011 
5. des doutes. 

3 S’il apparait que, pour parvenir é une 
entente, dcs pourparlers soient opportuns, 
l’affaire est déférée '21 um: commission mixte 
composée dc représentants en nombre 
égal des Etats contractants, désignés par 
les ministres des finances. La présidence 
de la commission est exercée alternative— 
ment par un membre de Chaque déléga— 
tlol’l.

' 

ARTICLE 42 
Les autorités compétentes dés’ deux Etats 
contractants se concerteront pour déter— 
miner, d’une commune entente et dans la 
mesure utile, les modalités d’application 
de la présente conirention. 

ARTICLE 43. 
I La pfésente convention sera sujette £1 

ratification ou approbation et entrera en 
Vigueur dés que les instruments de ratifica- 
tion on d’approbation des Etats signataires 
auront été échangés, étant entendu qu’elle 
produira ses effets pour la premiére fois: 
En ce qui concerne les impéts sur les 

revenus, pour l’imposition des revenus 
afférents é l’année civile 1961 on aux exer- 
cices clos au cours de cette année. Toute» 
fois, pour ce qui est des rcvenus dont l’im— 
position est réglée par les articles 15 31 18, 
la convention s’appliquera aux distribu- 
tions qui auront lieu postérieurement £1 

l’entrée en vigueur de la convention; 
En ce qui concerne les impéts sur les 

successions, pour les “successions de per- 
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sonnes dont le décés se produira depujs ct 
y compris le jour de l’entrée en vigueur de 
la Convention; ' 

En ce qui concerne les autres droits 
d’enregistrement et les droits de timbre, 
pour les actes et les jugements postérieurs 
é l’entrée en vigueur de la convention. 

2 Les dispositions de la convention 
conclue les 30 avril ct 8 juin 1959 entre le 
Gouvernement frangais et 16 Gouverne— 
ment malgache en vue d’éliminer les dou- 
bles impositions et d’établir des régles 
d’assistance mutuelle administrative pour 
l’imp'osition des revenus dc capitaux mo- 
biliers sont abrogées £1 compter dc l’en- 
trée en vigueur de la présente convention. 

/ ARTICLE 44 

La convention restera en Vigueur pendant 
une durée indéfinie. 

Toutefois, '21 partir du Ier janvier 1965, 
chacun des gouvernements contractants 
peut notifier '21 l’autre son intention dc 
mettre fin 221 la présente convention, cette 
notification devant intervepir avant le 30 
juin de chaque année. En cc cas, 1a con- 
vention cessera de s’appliquer £1 partir du 
'1 er janvier dc l’année suivant la date de la 
notification, étant entendu que les effets en 
seront limités: . 

En ce qui concerne l’imposition dés 
revegus, aux revenus acquis ou mis en 
paiement dans l’année au cours de laquelle 
1a notification sera intervenue; 
En ce qui concerne l’imposition des 

successions, aux successions ouvertcs au 
plus tard le 31 décembre dc ladite année; 
En ce qui concerns les autrcs droits d’en- 
registrement et les droits de timbre, aux 
actes et aux jugcments intervenus au plus 
tard le 31 décembre dc ladite année. 
En foi de quoi les soussignés, dfiment 

autorisés '21 cet effet, ont signé la présente 
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convention, établie en deux exemplaires 
originaux. 

Fait '21 Tananarive, le 29 septembre 1962. 

Pour Ie Gouvernement de la 
République frangaise: 
MARCEL GEY 

Pour 1e Gouvernement de la 
République malgache: 
PAUL LONGUET 

PROTOCOLE 
Au moment de procéder 51 1a signature de 
la convention entre le Gouvernement 
frangais et le Gouverncment malgache, 
tendant '21 éliminer les doubles impositions 
at £1 établir des régles d’assistance mutuelle 
administrative-en matiére fiscale, les p1éni— 
potentiaires soussignés sont convenus de 
la déclaration suivante: 

I. -— L’expression «montant brut>>figu— 
rant ’2» Particle 26 de la convention doit 
s’entendre du montant des revenus im- 
posablcs avant déduction de l’impét 
auquel ils ont été soumis dans I’Etat de 121 
Source.

‘ 

II. — Pour l’application de l’article 

40 de la convention, sont considérées 
comma accord réalisé au sens de l’article 42 
les dispositions de la convention du 2 juin 
1960 relative aux relations entre le Trésor 
frangais et le Trésor malgache qui con- 
cernent 1e recouvrement des créances des 
Etats contractants. 

MARCEL GEY 
PAUL LONGUET
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AMBASSADE DE FRANCE 
A MADAGASCAR 

Tananarivc, Ie I 4 mai I 96 5 

A Son Excellence Mom'ieur 19 mini:- 
tre dex affizim‘ étrangére: de~ [a 
Re’pub/ique ma/gaabe.

\ Monsieur Ie ministte, 
La convention fiscale entre la France et Madagas- 
car signée é Tananarive_ le 29 septembre ..1962 
institue, comme vous 1e savez, dans ses artitles 
38 £1 40 des mesurgs d’assistance réciproque en vue 
du recouvrcment des impéts visés par la conven- 
tion, ainsi quc de tous autres impéts ct taxes et, 
d’une maniére générale, des créances de toute 
nature des Etats contractants. ‘ 

En vue d’éviter que l’application dc cette‘ dis— 
position entraine, dans certains cas, des difficultés 
dc 'procédute et afin de maintenir 1e climat de 
confiance qui régne entre les gouvernements de 
nos deux pays, j’ai l’honneur de proposer é Votre 

v Excellence d’admettre que lorgqu’un contribuablc 
feta l7objet dans un de nos deux Etats dc pour- 
suites en application des dispositions des articles 
58 i 40 susvisés en vue du recouvrement d’im— 
positions on de créances dues dans l’augre Etat, 
i1 pourra demandet aux autorités compétentes du 
premigr Etat de suspendre ces poursuites s’il est en 
mesure de faire valoir des titres dc yproptiété 
concernant des biens situés dans l’Etat 01‘: ont 
été établies'les impositions ou une créance sur une 
collectivité publique ou para-publique dudit Etat. 

Si cette demande, qui devra étre appuyée des 
justifications néccssaires, apparait fondée, i1 seta_ 
sursis 2‘1 l’application des dispositions dc l’article 
38. Les autotités compétentes dc l’Etat requérant 

seront avertics de 'cetté décisiontt la demande 
sera soumise — dans un délai de trois mois —— é- 
l’examen de la commission mixte visée 5. Particle 
41. Cette commission décideta si, et dans quelle 
mesure, le recouvrement forcé devra étre pour- 
suivi. ‘ ‘ ’ 

D’une maniére plus générale, les contestations 
en matiére de 'recouvremcnt seront considérées 
comme des difficultés d’application au sens de 
l’article 41 de la conveqtion. 

Jc vous semis trés obligé de vouloir bien me 
faite savoir si cette proposition rencbntre l’agré— 
ment dc votre gouvernement. 

Veuillez agréer, Mon§ieur 1e ministre, les assu- 
rances dc ma trés haute considération. 

I L’ambauadeur de France, 
MARCEL GEY 

MINISTERE 
DES AFFAIRES ETRANGERES 

Tananarive, 1e I4 mai 1965 

A Son Excellence -Mamieur Martel 
Ge}, ambzmadeur de France 3 
Madagwcar. 

Monsieur l’ambassadeur, 
Pat lettre en date de ce iour, vous avez bien voulu 
me faife savoir ce qui suit: 

J’ai l’honneur de vous fajre part dé I’accord de 
mon gouvernement sur la prOposition qui précéde.

\ 

Veuillez agtéer, Monsieur l’ambassadeur, les 
assurances 'de ma haute considération. 

CALVIN TSIEIBO. 
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ENGLISH SUMMARY OF THE MOST IMPORTANT ARTICLES 
TITLE I 

Article I Persons are defined to include all'natural and legal persons and associations 
of natural persons not having legal personality. 

France is defined to include metropolitan France and the overseas departments of 
Guadaloupe, Guiana, Martinique and Réunion. 

Madagascar is defined to include the territories of the Malagasy Republic. 
.Article 2 The fiscal domicile of natural persons is determined by the place of perma- 

nent habitation (meaning the center of vital interests) or, if there is no place of perma- 
nent habitation, by rules set out in Article 2

‘ 

The fiscal domicile of legal persons is the place of their statutory legal seat; that of 
associations of persons npt having legal personality is the place of effective management. 

Article 3 The definition of “permanent establishment” is substantially equivalent to 
that of Article 4 OECD draft. However, the receipt of insurance premiums or the insur- 
ance of risks on the teriitory of a contracting state constitutes a permanent establishment 
therein. (Art. 3 

Also constituting a permanent establishment is a construction project, even if for a 
duration of less than one year. (Art. 3(a) (gg)). Moreover, a fixed place of business solely 
for the purpose of collecting information is not specifically included in the exclusionary 
language of Article 3(1)) (dd). Finally, a dependent agent may constitute a permanent 
establishment even if he does not have the authority to conclude contracts in the name 
of his principal. 

Article 4 Immovable property includes private law and usufruct rights pertaining 
thereto, excepting loans guaranteed by a mortgage on immovable property. 

For treaty purposes, property is immovable property if and only if the property is 
deemed immovable property by the law of the contracting state in which it is located. 
Arm/e )- Non-discrimination is treated in a manner substantially equivalent to that 

of Article 24 OECD draft. ‘ 

Arm/e 6 Competent authorities are defined for France and Madagascar respectively 
as the Minister of Finance and Economic AEairs and the Minister of Finance, and their 
authorized representatives.

‘ 

Article 7 Terms which the treaty does not define are defined in a manner substantially 
equivalent to that of Article 5(2) OECD draft. 

TITLE II 
CHAPTER} 

Article 6’ Article 8(1), dealing with the scope of taxes covered by the treaty, is sub- 
stantially equivalent to Article 2(1), (2) OECD draft, except insofar as reference is made in 
the latter to taxes on capital, i.e., net worth taxes, which exist in neither of the treaty 
countries.

. 

Article 8(2) states the purposes of Articles 8-26, i.e., to eliminate double taxation. 
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Article 8(3) lists the actual taxes to which this chapter applies: 
in the case of France 

a L’impét sur le revenu des personnes physiques; 
b La taxe complémentaire;

_ 

a L’impét sur les bénéfices des sociétés et autres personnes morales; 
in the casé of Madagascar 

4 L’impét cédulaire sur les bénéfices divers; 
I7 L’impét sur le revenu des capitaux mobih'ers; 
c L’impét général sur le revenu. 
Article 8(4) Future taxes analogous to taxes covered by the treaty are to be treated in 

a manner substantially identical to that of Article 2(4) OECD draft. 
Article 8(5) In the event that fiscal legislation of one of the contracting states sub— 

stantially affects the nature (51: character of the above stated taxes, the competent authori- 
ties Will undertake to determine necessary adjustments to be incorporated in the present 
treaty. 

Article 9 Income from immovable property is treated in a manner substantially 
equivalent to that of Article 6(1) OECD draft. 

Article 10 Article 10(1), (2), (5) Business income is treated in a manner substantially 
equivalent to that of Article 8(1), (2), (3) OECD draft. _ 

Article 10(4) When it is otherwise impossible to allocate the income of an enterprise, 
such an allocation may be hand on the basis of the world-Wide turnover relative to that 
effected in the respective contracting states.

I 

‘ 
Article II Associated enterprises are treated in a manner substantialflyiequivalent 

to that of Article 9 OECD draft. 
Article 12 Profits from the operation of ships or aircraft in international traffic are 

taxable only in the contracting state in which the fiscaLdomicile of the enterprise is 
located.

I 

Arm/e 13 Except as otherwise provided by Articles 15-17, dividends interest and 
similar payments by a corporation or other public or private association of persons are 
taxable in the state in which the payor has its fiscal domicile. 

Article I4—I7 Contain special and elaborate rules designed to avoid evasion of tax 
between related enterprises and to avoid double taxation where a dividend tax or other 
similar tax (e.g. French quotité imposable) to which article 13 applies is imposed. 

Article 16’ Directors’ fees and similar payments are taxable in the contracting state in 
which the enterprise’s fiscal domicile is located except as otherwise directed by Articles 
22 and 23 (insofar as they concern payments received in a capacity other than that 
contemplated by the present article.) 

If the enterprise of one contracting state has one or more permanent establishments 
in the other contracting state, the director’s fees are to be taxed in the manner specified 
by Articles I 5-I7. 

Article 19' Interest and similar payments are taxable in the state in which the fiscal 
domicile of the lender is located, each contracting state nevertheless reserving the right 
to subject such payments to Withholding tax at source if its national law so provides.. 

If a domiciliary of one contracting state has one or more permanent establishments in 
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the other contracting state then interest income relatiglg thereto is to be taxed in the 
manner specified by Article 10. 

Article 20 Mining royalties and similar payments are taxable only in the contracting 
state in which the mines, etc. are located. . 

Copyright, patent, trademark, know-how and similar royalties, film rentals, and 
rentals of commercial, industrial or scientific equipment (to the extent they do not 
exceed the intrinsic value of the rights to which they relate) are taxable only in the 
contracting state in which the person receiving the royalties has his fiscal domicile. 
However, all royalties attributable to a permanent establishment or fixed place of 

business for the practice of a liberal profession or other independent activity are taxable 
in the contracting state in which the permanent establishment or fixed place of business 
is located. 

Article 21 Pensions and annuities may be taxed only in the contracting state in which 
fiscal domicile of the beneficiary is located. 

Article 22 Except Where otherwise provided in other articles of the present treaty 
salaries, wages and other employment income is treated in a manner substantially equi— 

, valent to that of Article 15 OECD draft. 
Article 2 3 Income from’the exercise of a liberal profession or similar independent 

activities is treated in a manner substantially equivalent to that of Article 14 OECD draft. 
Article 24 Payments to a student or apprentice solely for the purpose of his education 

or training are treated in a manner substantially equivalent to that of Article 20 OECD 
draft. 

Article 2 )' Income other than that specified in the treaty (unless attributable to a 
permanent establishment in the other contracting state) is taxable only in the contracting 
state in which the fiscal domicile of the recipient is located. 

Arm-[e 26 Double taxation is to be eliminated in the following manner: 
Neither contracting state may impose tax on income which is taxable exclusively in 

the other contracting state, each state reserving the right to include such income in the 
computation of tax rates according to national law, thus preserving progressive rate 
structures. 
On income referred to in Articles I 3, 15, 18 and 19, received by a French domiciliary 

and having its source in Madagascar, Madagascar may impose only the tax on income 
from movable capital. In the reciprocal situation France may impose only the Withholding 
tax on income from movable capital.

V 

Interest and income from movable capital to which Articles I 3, I 5, 18 and 19 apply, 
received by a French domiciliary and having its source in Madagascar, must be included 
in its gross amount in the tax base of the French taxes included in Article 8(3) except 
Where the following dispositions otherwise provide: 

The usual French withholding tax on income from foreign movable property will 
not be levied on Madagascar source income to which Articles I 5, 15 and I 8 apply and 
on Which the Madagascar tax 9n movable capital has been levied. Nevertheless, a 
credit against French tax imposed on such income shall be granted as if the usual 
withholding tax had been imposed. 

Madagascar source interest to which Article 19 applies and on which the Madagascar 
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tax on movable capital has been levied, is taxable in France. However, a credit of 12 
percent of such income must be allowed against the tax imposed. 

Interest and income from movable capital to which Articles 13; I 5 , I 8 and 19 apply, 
received by a domiciliary of Madagascar and having its source in France, may be sub- 
jected by Madagascar only to the general income tax. 

CHAPTER 1i 
Article: 27-34 include provisions concerning succession duties and similar taxes. 

CHAPTER III 
Article: 3;—;6 include provisions concerning registration fees and stamp duties. 

TITLE III 
Arm/a 37 The provision dealing with the exchange of information is substantially 

equivalent to that of Article 26 OECD draft.
' 

Article: 33—40 provide for mutual assistance in the collection process. 

TITLE IV 
Article: 41-42 dealing with a mutual agreement procedure are substantially equivalent 

to Article 25 OECD draft. 
Article; 43-44 concern respectively the entry into force and termination of the treaty. 
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Band II (321): Kérperschaftsteuergesetz (pp. 18: 
S. 30.—.) 

Band 11 (6) : Grundsteucrrecht (pp. 40; S. 
30—) 

Band III : Gebiihrengesetz (pp. 39; S. 30).
' 

Eisenstadt, Prugg Verlag. 
Up to date text of acts, decrees and regulations 

(with reference to court decisions) in' the field of 
Valuation, transportation tax, cbrporate income 
tax, real estate tax and stamp duties.

' 

AUSTRALIA 
MANUAL OF THE LAW OF INCOME TAX 
IN AUSTRALIA, by Ryan, K. W. Brisbane, 36 
Adelaide Street, The Law Book Company Ltd, 
1965. pp. 251. . . 

This book is designed to provide an introduc- 
tory survey of the Australian income tax legisla- 
tion and of the extensive body of case law which 
has been built up around that legislation. It is 

intended to be of use both for those who have 
made no formal study of income tax law, and for 
those whose study of it has been confined to the 
text of the relevant Acts. The law is stated as at 
the end of 1964. Accordingly the text includes an 
analysis of the important amendments enacted 
late in the year. 

COMMON MARKET 
VERMOGENSSTEUERN UND GEWERBE- 

. 

ABGABEN IN DEN MITGLIEDSTAATEN 
DER EWG, _Schriftenreihe des Instituts 

,,Finanzen und Steuern“, Heft 82, Bonn. Institut 
,,Finanzen und Steu‘ern“, 1965. pp. 64. 
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A comparison of net worth, net wealth and 
business taxes (including business tax on profits) 
levied in each of the Common Market countries. 
It is intended that this study serve both tax har- 
monization within the Common Market and tax 
reforms in the separate countries. 

FRANCE 
L’ASSIETTE REELLE DE LA TAXE SUR LA 
VALEUR AJOUTEE, by Muller A. Librairie 
Dalloz, 11 Rue Soufflot (Ve), Paris, 1965. F13. 
42. pp. 322. 
This commentary on the Tax on Value Added, 

pays special attention to allowable deductions, 
case law and examples illuminating the discussion. 
The book is useful to both businessmen and 
economists and sheds substantial light on the 
subject of turnover tax reform in France and 
problems in the European Common Market. 

GERMANY 
INSOLVENZEN UND STEUERN, Konkurs, 

Vergleich, Sanierung im Steuerrecht, by Gain, 
G. Heme/Berlin, Verlag Neue Wirtschafts- 
briefs, 1965. pp. 147. DM 14,80. 
This brochure analyzes the relationship be- 

tween taxation provisions and civil law provi- 
sions in the field of bankrupty, settlement, 
priorities, corporate reorganization, etc. 

FUNDSTELLENREGISTER ZUR UMSATZ- 
STEUER 1957-1962; Minden (Westfalen), Blu— 
menstrasse I4, Postfach 77o, Wiadok, pp. 296. 
This bibliographical tool guides the user to 

articles, rulings, court decisions, etc. in the field 
of turnover taxation. Easy to use and well indexed, 

' it provides alternative avenues to the information 
sought: subject matter index With key “catch- 
words” and chronological cross-reference. 

VERWALTUNGSVORSCHRIFTEN UND 
STEUERPROZESS, by Kampe, G. Stuttgart. 
Fachverlag fiir Wirtschafts- und Steuerrecht, 
Schéifer & Co., GmbH. 1965, pp. 234DM 25.—. 
A study of the nature of administrative provi- 

sions (rulings, regulations, etc.) and the protection 
afforded the taxpayer against abusive administra- 
tive practice. Attention is paid to the historical 
development of administration, to the case law 
and to theoretical principles of administrative 
tax law. 
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DER RAUMLICHE ANWENDUNGSBE— 
REICH DER VERWALTUNGSRECHTS— 
NORM, by Vogel, K. Abhandlungen der For— 
schungsstelle ffir Vblkertecht und ausléindisches 
Offentliches Recht der Universitéit Hamburg, 
Band 12. Frankfurt/Berlin. Alfred Metzner Ver- 
lag, 1965. pp. 480. » 

A thorough study of the principles of inter- 
national administrative and tax law with emphasis 
on the proper limits of administrative authority. 
First dealt with is the decline of the concept of 
territoriality. Next the extra—territorial theories are 
examined and finally the so—called “field theory” 
based on present German law. 

MOBILIARKREDIT IM STEUERRECHT, by 
Bii/aw, B. van. Spezialfragen im Steuerrecht, 
Stuttgart. Fachverlag fiir Wirtschafts— und 
Steuerrecht, Schfifler & Co., GmbH. 1965. pp. 
106. 

A study of several aspects of beneficial owner- 
ship; retention of title and distraint in various 
German tax laws. 

DIE FEHLERHAFTE HAUSHALTSSAT- 
ZUNG, by Pagmkapf H. Schriftenreihe des 
Instituts ,,Finanzen und Steuem“, Heft 79, 
Bonn. Institut ,,Finanzen und Steuern“, 1965. 
pp. 55- 
A study exploring the limits of the authority of 

municipalities to impose tax according to present 
public law and, in addition, a guide for taxpayers 
concerning remedies in the case of the municipali- 
ties’ exceeding their authority. 

TREUHAND UND TREUHANDER 1M 
STEUERRECHT; Stcuerliche Trcuhand, Trcu- 
hinderschaft und Organschaft, by Kirxten, W. 
Heme/Berlin, Verlag Neue Wirtschaftsbriefe. 
1965. pp. 142 DM. 14,40. 
A comprehensive study of the position of trusts 

and trustees in German tax law. Since there is 

little literature available on this subject, this 
booklet will serve as a valuable guide 'to any 
person who deals with trusts or trustees in Ger- 
many.‘

I 

TESTAMENT UND ERBE, Praktischc Fragen 
des Erbrechts und det Etbschaftsteuer by 
Scbdfer, A., G. Stbmia’I-Wg'land, Bonn. Titz 
Verlag, 1965. 10th edition pp. 107.
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Guide to civil and tax law in the field of inherit- 
ance. Attention is paid to its practical application. 

DIE AUFNAHME VON KINDERN IN DAS 
FAMILIEUNTERNEHMEN, by Ballrber, C. 
and]. Beinert; Steuerrecht im Rechtsstaat, Heft 
3, Mfinchen/Berlin. C.H. Beck’sche,Verlags- 
buchhandlung, 1965. pp. In. DM 13.80. 
Study of the tax consequences of a child’s 

occupying a legal position in a family enterprise. 
The discussion deals interalia with the child’s 
position as an employee, as a lender of money 
(creditor), as a limited of general partner, as an 
associate and as a shareholder in a limited compapy 
(Gmbfl). 

LI QUIDATION UND STEUERLICHE 
PFLICHTEN; by Liftin, P. Spezialfragen im 
Ste'uertecht, Stuttgart. Fachvexlag ffir Witt- 
schafts- und Steuetrecht, Schfifer & Co. 
GmbH., ‘1964. pp. 89. 
Study of the administrative duties imposed by 

various tax laws on persons involved in the 
liquidation of business enterprises. 

ITALY 
LA PRATICA DELLE DOCUMENTAZIONI 
FISCALI NELLE SOCIETA AZIONARIE 
CON PARTICIPAZIONI STATUNITENSI 
AL CAPITALE; La documentazione flscale 
del “Tax credit” da produtre in U.S.A. per il 

riCupero delle imposte pagate in Italia sugli 
utilc assegnati ai soci statunitcnsi, by Dr. Wal— 
ther A/z'iJ'i. 
Published by Edizioni del Centro Italiano per 10 
Studio del Diritto Tributario Comparato, 
Milano, October 1965. 126 pp. 
.Treatise on the taxation of US. corporate 

shareholders of an Italian corporation and the 
formalities necessary for the application of the 
tax treaty provisions with respect to the reduction 
of the Italian Withholding tax. The first part of 
this book discusses the American tax credit; the 
second part considers the Italian taxation of 
dividends paid by an Italian corporation to U.S. 
shareholders, according to the tax treaty provi- 
sions; and the third part mentions the formalities 
to be compiled with in the US. to enjoy the tax 
'ctedit. 
The articles of the US. Revenue Code on tax 
credit, the articles in the Italian Testo Unico on

\ 

unilateral measures to avoid double taxatibn, the 
tax treaty Italy-U.S.A. and the Italian Ruling‘ on 
taxation of dividends paid to U.S.' shareholders are 
reproduced in an appendix. 

LUXEMBOURG 
CODE FISCAL LUXEMBOURGEOIS, leé vo— 
lumes 5 et 5a; Impéts indirects de l’état pergus 
par l’adminisuation dc l’enregistrement, ‘by 
Sinner, ]. Luxembourg. Editions Armand Peiffer, 
1965. Loose—leaf edition. 

By the publication of the fifth volume (in two 
parts due to its size), the series’ fiscal code of 

. 
Luxembourg, is rendered completed. This unique 
handbook on Luxembourg taxation reproduces 
the text of the respective tax acts, the decrees and 
the regulations thereto. In addition it contains 
alphabetical indices on the subjects dealt with and 
systematical indices on the outline of the law under 
diSCussion. Volume 5 contains the taxes on the 
transfer of goods i.e. the registration duties, the 
estate duties, the stamp duties, the dunes on 
mortgage contracts and the taxation on holding 
companies. Volume 53 surveys the turnover tax; 
turnover tax on imports; tax refunds on export; 
tax on transportation; and tax on insurance con- 
tracts. 

NETHERLANDS 
MODELLEN VOOR DE RECHTSPRAKTIJK, 
by Melis, Slagter, Van Roxmm du Cbaltel, Van 
Soext, Sclzolfm, 

' 

nyten. Deventer, N.V. Uit— . 

gevetsmij. Kluwer, 1960. Loose-leaf in two 
volumes. 
Standard forms of applications, deeds, summons 

contracts and other important documents in 
the field of civil law, procedure, commercial law 
and tax law. These two loose-leaf volumes are 
essential for persons engaged in the practice of 
Dutch law. ' 

NEW ZEALAND 
A GUIDE TO NEW ZEALAND INCOME 
TAX PRACTICE 1964-65, by .S‘taples, CA. 
Wellington, 54 The Terrace, Sweet & Maxwell 
(N.Z.) Ltd. 1965. pp. 489. 
This is a comprehensive guide to New Zealand 

income tax law, organized by key-words that are 
sufficiently obvious to enable even a relative 
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novice to find his way. Those readers Who may 
have difficulty with the organization can adequate- 
ly find their way by means of the comprehensive 
index. 

SOUTH AFRICA 
A GUIDE TO BUSINESS EXPANSION IN 
SOUTH AFRICA. London, the Standard 
Bank Ltd, 1965. pp. 62. Loose—leaf. 
The editors have prepared this handbook in the 

hope that its information will be of assistance to 
those Wishing to extend their business activities to 
the Republic of South Africa. Although all the 
va1ious aspects of doing business within the 
Republic could not be exhaustivély treated, the 
subject matter relating to the formation of 
companies, taxation, license fees, and duties has 
been covered in some detail. 

SWITZERLAND 
DER GENUSSSCHEIN UND SEINE BE— 
STEUERUNG —- DIE ABGABEPFLICHT 
NACH SCHWEIZERISCHEN WEHRSTEU— 
ERRECHT. Dr Mic/1e! Lam Catalan. Verlag ' 

Paul Haupt, Bern. 1964. 268 pp. 
A scientific and practical study of the legal and 

tax problems relating to “jouissance” rights and 
an illustration of how “jouissance” rights can be 
used for finadcing and reorganizing an enterprise. 
An extensive bibliography is included. 

U. S. A. 
LA PRATICA DELLE DOCUMENTAZIONI 
FISCALI NELLE SOCIETA AZIONARIE 
CON PARTICIPAZIONI STATUNITENSI 
AL CAPITALE, by Dr. Walther AlviJ'i. For 
review, see under Italy, page 481. 

2. LOOSE-LEAF SERVICES 
Releases received between August Ist 1965 and September 15, 1965 

B E L G I UM 
Hand/eiding der Inkomstenbelaxlingen; 
release no 9: Excelsior — Brussels. 
Documentatie Vandewimkele; 
releases nos 261-262: Vandewinckele —- Brugge. 
Guide Final Permanent; 
releases nos 264-265 : Ed. Viobuto — Bruxelles. 

CANADA 
Canada T ax Service Releam: 
release no I 80: R. de Boo — Toronto. 

F R A N C E 
.

' 

Bulletin de Documentation Praiique dc; I mpfit: Di- 
rect: et de: Droil: d’Enregtremmt; 
release no 7: Lefebvre — Paris. 
Dictionnaire Firm] Permanent Feuil/etx; 
release no 66: Ed Législatives et Administratives — 
Paris. 

Fixmlile’ ale l’Afrique Noire; 
rqleases nos 18—20: Ed. S.O.M. — Paris. 
'Impa‘t; at Sacie’téx; 
release no juin 1965: Seteca — Paris. 

GERMANY 
Handbmb Einfubmebmabgaben; 
release no 6: Linnepe — Hagen. 
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Kommenlar Gen/erbesteuergexctz; 
release no 16: O. Schmidt — Kéln/Mariénburg. 

N ETH ER LA N D S 

Belaxtingzwtgevingxerie; 
Bieraccijns, release no I : Noorduyn & Zn. — v 

Gorinchem. ' 

Belaflingbeubouwingen; 
release no 15: Samsom — Alphen a/d Riin.

> 

Fed [Mb/adig fimuzl weekblad; 
releases nos 1004-1010: FED—Amsterdam. 
Fed’; loxbladige finale wetten; 
releases no 927: FED — Amsterdam. 
Fed’yfixmal regixter; 
release no 3: FED — Amsterdam.' 
Fed’x fixcaa/ 'repertarium; - 

releases nos 3-4: FED — Amsterdam. 
De Gemeentelg'ke Belastingen; 
releases nos 62-64: Vuga Boekerij — Arnhem. 
Handbaek voor de EEG: Verdragxtekxten en aw;- 
uerwante .rtukken; 
release no 14: Kluwer — Deventer. 
Handboek voor de EEG : Tariefly'xten voor de EEG; 
releases nos 59-41: Kluwer/Deventer — Samsom/ 
Alphen a/d Rijn.
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Handboek In- en Uituoer: Belaxlingbty’fing by invoer 
releases nos 51—; 2: Kluwet — Deventer. 
Klmzzer’; Tarievenboek; 
release no 46: Kluwet — Deventer. 
Teruggaaf van Omzethelasting by Uituoer; 
releases nos 160-161: Samsom — Alphen a/d Rijn. 
Vadememm war In- an Uituoer; . 

releases nos 314-316: Kluwet — Deventer/Samsom 
— Alphen a/d Rijn. 
,De Vakmtdie — Inkomstenlzelaxting; 
release no 80 Kluwer — Deventer. 
De Vakfludie — Motorry'tuigm Belaxtingwel; 
release no 1 9: Kluwer — Deventer. 
De Vakxtudie —— Omzeflaelasting; 
_releases nos 44-45: Kluwer — Deventer. 
De Vakxlndie — Wet op de Inkamxtenbelaxting; 

Irelease no 7: Kluwer‘ - Deventer. 

De Vakyludie —_ We! up de Loonbe/ajting; 
_ 

releases nos 4-6: Kluwet — Deventet. 

T U R K EY 
Tt‘irk Argz‘ix A/am'i; 
releases nos 34; 2-3469: La Législation Turque — 
Ista'nbul. 

U.S.A. 
Federal Taxu Report Bulletin; 
releasés nos 29-34: Prentice Hall — Englewood \ 
Cliffs. ' 

Federal Taxe; Report Bullelin T reatieJ,“ 
releases nos 7-8: Prentice Hall‘— Englewood Cliffs. 
Federal Tax Guide Repqrtt; '- 

releases nos 42-49: Commerce Clearing House — 
New York. ' 

tion contained is kept up to date. 

ty and BBC); 
_ 
(unilateral and treaty relief provisions).

/ 

GUIDES TO EUROPEAN TAXATION 
Volume I: Taxation of Patent Royalties, Dividends, Interest in Europe

. 

This loose-leaf volume gives every tax (with basis and rates) levied on intercorpotate patent 
royalties, dividends and interest as each type of income flows from one European country 
to another, and to the United States and Canada. Supplied in a compact binder, this publica- 
tion is clearly laid out for quick reference. Supplements (sent airmail) ensure that the informa- 

Volume II: Corporate Taxation in the Common Market 
This volume. by Dr. Albert J. Ridler, consists of four main sections: 
1. Surveys of corporate taxation in each of the EEC countries; 
II. Transnational_analysis of similarities and differences in national tax laws (corporate-tax 

structure; tax liability; computation of profits ; rates; etc.) ; 

'Tax provisions in the European integration treaties (Le. , Benelux, Coal and Steel Commi- III. 

IV. Present international tax law in EEG. countries and its influence on harmonization 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATISTRAAT 124, AMSTERDAM (C) - NETHERLANDS 

including binder 35 3o 
mpplement Service by airmail for 196.)“ $ 15 

including binder 3 25 
MAD/amen! Service lgy airmail for 19 6)“ $ 15 
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Dr. Carl Ganscr T 

A few days before the beginning of this year’s international tax congress, on 
September '4, 1965, Dr. Carl Ganser, member of the Board of Trusteés of 
the International Bureau of Fiscal Documentation, died suddenly. 

Carl Ganser was‘ born on September-27, 1900. After his graduation from 
law school he started his activities in' German industry: in succession he was 
lemployed by the Employer’s Association Remscheid, as office manager of 
the Industrial Association Dusseldorf, manager of the legal and tax depart— 
ment of various organisations in the steel industry and, since 1951, as 

general tax manager of the Federation of German Industries.
V 

His knowledge and experience as one of Germany’s leading practical tax 
experts were not confined to his profeésional activities. Ganser was the 
secretary general of the. German Association of International Tax Law (the 
German Branch of the International Fiscal Association). As such, he was a 

member of the Council of I.F.A., in which capacity he made many valuable 
contributions to the association’s work. 

Similarly, as one of the Bureau’s trustees, Ganser contributed greatly to 
the Bureau’s éxpansion from an organisational, financial and academic 
point of View. His numerous contact; with colleagues in other countries led 
him to” believe that Bureau activities and publications were deserving of a 

largef and broader financial basis, to which end he most generously dedicat— 
_ed himself in his own country and elsewhere. 
The Board of Trustees, the Director and Staff of the Bureau are grateful‘ 
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CANADIAN TAXATION OF BRANCHES AND SUBSIDIARIES 
OF FOREIGN ENTERPRISES 

by 
EDWIN c. HARRIS* 

The subject of “Taxation in Canada” has been treated in a general way in an article 
appearing in XVIII Bulletin 89, (March 1964). It is not proposed here to duplicate that 
article, which included a summary of taxes at the federal, provincial, and municipal 
levels. Rather, this article is intended to concentrate on some tax implications and the 
applicability of incentive legislation Where a foreign enterprise does business in Canada 
through a branch or subsidiary. It will not deal with the Canadian tax position of foreign 
personnel. 

Liabilizjlfor T ax 2:11 Canada , 

There are three possible bases for imposing Canadian income tax on a foreign business 
enterpriSé—(I) residence in Canida; (z) carrying on business in Canada; (3) recgiving 
property income from Canadian sources. The extent of each of these bases of‘ tax 
jurisdiction must be considered from the point of ViCWvOf (a) the Anglo—Canadian case. 
law interpréting such terms as “resident” and “carrying on business”; (b) the specific 
provisions of the Canadian Income Tax Act; (c) the provisions of any applicable tax 
convention or treaty to which Canada is a party. These three sources of law have been 
listed in ascending order of authority—212., the Income Tax Act overrides the case law, 
and an applicable tax treaty overrides both the case law and the Income Tax Act. Very 
often elements of all three apply to the same situation. 
Under the case law, a corporation is resident in Canada, regardless of where it is in- 

corporated, if and only if its central management and control are to be foandinCanada.
I 

This is considered to be a question of where the directors and top management meet and 
perform their functions. A corporation may be found to be a Canadian resident even 
though it carries on no business in Canada. In recent years, this case-law definition of 
corporate residence has been drastically expanded by amendments to the Incomé Tax 
Act. The present rule is that, even if a corporation would not be resident in Canada 
under the case law, it will be deemed to be resident in Canada for purposgs of the In— 
come Tax Act if (I) it has been incorporated in Canada after April 26, 1965 or (2) it was 
incorporated in Canada before April 27, 1965 and in any taxation year ending after 
April 26, 1965 it was resident or carried on business in Canada. 

Thus, Canadian—incorporated subsidiaries of foreign enterprises will be resident in 
Canada if incorporated after April 26, 1965 or if they carry on business in Canada in any 
taxation year ending after that date——even though their central management and control 

* Facuity of Law, Dalhousie University, and of the firm of Daley, Black, Moreira 8: Piercey, Halifax, 
Canada. ' 
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may be elsewhere. The chief consequence of finding that a corporation is resident in 
Canada is that it is subject to Canadian income tax on its income from all sources for 
each taxation year in which it is resident at any time in the year. However, if the resident 
corporation receives dividends from a nonresident corporation of which it: owns more 
than 25% of the issued voting shares, these dividends are exempt from Canadian income 
tax. Furthermore, any foreign tax paid on nonexempt income from foreign sources, up 
to a maximum of the amount of Canadian tax applicable to the foreignsoutce income, 
may be credited against the Canadian income tax otherwise payable. 

Notwithstanding the residence provisions of Canadian income-tax law, an enter- 
prise of another state with which Canada has a tax treaty will not be subject to Canadian 
tax with respect to its industrial and commercial profits except to the extent that these 
profits can be allocated to a permanent establishment of that enterprise in Canada. Thus 
these treaties, where they apply, serve to limit the extent to which Canada may tax 
corporations that are deemed to be resident in Canada. This limitation might apply to a 
branch of a foreign enterprise but would not normally affect a Canadian subsidiary, 
which would be deemed to be a Canadian enterprise under the tax‘trcaties. 

If a corporation is not resident in Canada, it may still be carrying on business in Cana— 
da. If business contracts are concluded in Canada or substantial profit-making activity 
occurs in Canada, the foreign corporation may be found, under the case law, to be doing 
business in Canada. The Income Tax Act has expanded considerably this basis of tax 
jurisdiction, by providing that a nonresident corporation is deemed to have carried on 
business in Canada in any year in which it produced, grew, mined, created, manufactur— 
ed, fabricated, improved, packed, preserved, or constructed anything in Canada or 
solicited orders or offered anything for sale in Canada through an agent or Servant— 
regardless of Where title to the goods passed.

’ 

Thus, a foreign enterprise operating a branch in Canada will almost certainly be 
deemed to be carrying on business in Canada. While a rexz'defll corporation is subject to 
Canadian tax on its income from all sources, both inside and outside of Canada, a non- 
rexident corporation that carries on business in Canada at any time in a taxation year is 
subject to Canadian tax on its buying” income only to the extent that this income was 
earned in Canada. This income is subject to normal rates of corporate tax; in addition, 
the Canadian branch of a nonresident corporation is taxed by a further 15% on the 
amount by which its net business income earned in Canada for any taxation year, after 
deducting federal and provincial income taxes, exceeds the net increase in its capital 
investment in Canada, as defined in the Income Tax Regulations. Certain nonresident 
corporations, such as banks, insurance corporations, transportation and communication 
corporations, and iron-ore mining corporations, are exempt from this additional 15% 
tax. This tax is designed to equate the position of the Canadian branch of a foreign enter- 
prise and that of the Canadian subsidiary, which must pay both corporate tax on its 
income and Withholding tax—as will be referred to presently—on distributions of its 
income to the foreign parent in the form of dividends, interest, royalties, etc. 

Here again, the provisions of Canadian income—tax law relating to branches of foreign 
enterprises doing business in Canada are subject to any applicable tax treaty, which will 
require that there be a permanent establishment of the foreign enterprise in Canada 
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before its industrial and commercial profits will be subject to Canadian taXation. 
Finally, a nonresident corporation will be subject to a flat-rate Canadian tax, withheld 

at source, on various kinds of income—mostly income from property—~paid or credited 
to it by a person resident in Canada. This is an entirely separate tax, and the income sub— 
ject to it will not afl‘ect the tax, if any, payable by the nonresident corporation on its 
business profits earned in Canada. A Canadian resident must withhold 150/0 tax from 
amounts he pays or credits to a nonresident for interest (with certain limited exceptions), 
estate or trust income, rents and royalties (there is an option for‘the nonresident to treat 
rents and timber royalties from. Canadian sources in very much the same way as business 
income), certain patronage dividends, and certain managemenp fees. The withholding 
tax on management fees is designed to prevent avoidance of the Withholding tax on 
dividends or interest to a foreign parent through labeling the payments as management 
or administration fees or charges. The Withholding tax will not apply if the management 
fee is reasonable in amount and is paid in an arm’s length transaction to a firm of pro~ 
fessional management consultants or is made as a specific reimbursement of expenses 
incurred by a nonresident person (such as a foreign parent corporation) for services that 
were of benefit to the payer (the Canadian subsidiary). ,_ - 

The rulés respecting the-withholding of tax from dividends paid to nonresidents have 
become very complex as a result of recent legislation designed to encourage a greater

_ 

degree of Canadian participation in the equity shares of corporations that are fesident in 
Canada. Accordingly a distinction is made between Canadian resident corporations that 
do and those that do not have “a degree of Canadian ownership”. If a Canadian resident 
corporation qualifies as having a degree of Canadian ownership, any dividends that it 
pays to a nonresident shareholder (such as a foreign parent corporation) are subject to a 
Canadian Withholding tax of only 10%; otherwise the withholding tax is I 5%. A refund 
of the extra 5% withheld (with respect to dividends paid or credited after June I 3, 1965 
and before January I, 1967) may be claimed by the nonresident shareholder of a Cana- 
dian resident corporation that does not now have a degree of Canadian ownership but 
that qualifies by its first taxation year commencing after 1966. 
To simplify the complex and very technical definition in the Income Tax Act, a 

' resident Canadian corporation has a degree of Canadian ownership if throughout any 
60-day period included in the period commencing 60 days before the beginning of the 
taxation year in question and ending 60 days after the beginning of that year, 

1 (a) at least 25% of the issued fully voting shares and at least 25% of the paid-up. 
capital represented by issued equity shares were beneficially owned by individuals 7 

resident in Canada or corporations controlled in Canada; or 
(17) at least 50% of thc paid—up capital represented by issued equity shares was listed 
on a. Canadian stock exchange, and no single nonresident shareholder, ‘either alone 
or together with other related persons, owned more than 7 5% of either the issued 
fully voting shares or the paid-up capital represented by issued equity shares; and 

2' atleast 25 % of the directors of the corporation were resident in Canada. 
The term “equity share” is defined at length and refers, in essence, to a share representing 
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a residual interest in the surplus of the corporation after the claims of‘ nonparticipating 
preferred shareholders have been satisfied. 

Efforts have been made to bring tax treaties to which Canada is a party into line with 
. the provisions of the Income Tax Act that impose a Withholding tax on property income 
paid to nonresidents. 

T ax and Related Incentives 
The Income Tax Act and Regulations and related legislation contain several provi- 

sions recently enacted to encourage capital investment in Canada in general and, in 
particular, capital investment and the formation of new manufacturing and processing 
businesses in areas of Canada suffering from unemployment or slow economic growth 
—referred to as “designated areas”. 
New machinery and equipment acquired by a corporation for use anyWhere in Canada 

between June 13, 1965 and Janfiary I, 1967 is eligible for accelerated depreciation for 
tax purposes at a straight—line rate of up to 50% per annum if (a) the corporation has a 
degree of Canadian ownérship, as previously explained; and (b) at least 2/ 3 of its net 
sales is from the sale of goods manufactured or processed in Canada, but not including 
the natural—resource or construction industries. If the corporation does not have a 
degree of Canadian ownership, its new machinery and equipment would be eligible 
only for normal depreciation at 20% per year on a diminishing—balance basis, unless 
acquired, as will be explained presently, for a new manufacturing or processing business 
in a designated area. 

With respect to investment in certain assets and the operation of manufacturing and 
processing businesses in designated areas, there is no discrimination between corpora- 
tions having and not having a degree of Canadian ownership. Foreign corporations and 
Wholly owned Canadian subsidiaries of foreign corporations are eligible on the same 
basis as other corporations, though it is usually necessary to form a new corporation to 
take advantage of the “tax-holiday” provisions about to be referred to. 
A new manufacturing or processing business in a designated area may qualify for 

exemption from income tax on its income earned during the 36-month period after it 
I 
commences manufacturing or processing in reasonable commercial quantities, if this 
event occurs after December 4, 1963 and before April I, 1967. The government has 
indicated that the expiry date of this incentive will not be extended and that after that 
date sole reliance Will be placed on the development grants to be referred to presently. 
The program is administered by the federal Department of Industry, which must certify 
that the business is eligible for the tax holiday. Among a number of technical require- 
ments, 95% of the net sales of the business must be from the sale of goods manufactured 
or processed by it in Canada; the mere packaging of goods will not qualify, nor will the 
naturalresource or construction industries; 95% in value of the buildings, machinery, 
and equipment (other than delivery equipment) owned or leased by the business must 
be situated in a designated area, and 95% in value of all machinery and equipment (but 
not buildings) acquired for the business must be new; if a business receives a develop- 
ment grant, it ceases to qualify for the tax holiday. The designated areas have been 
determined under the Department of Industry Act, having regard to such factors as 
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high unemployment and low average income levels. While most provinces have agreed 
to abate their own corporation tax pro rata where a corporation qualifies for the federal 
taxiholiday, Ontario and Quebec have not, so that in these provinces the provincial 
corporate income tax will continue to be payable even though the corporation is exempt 
from federal income tax. 

Accelerated depreciation is also available on certain depreciable assets acquired for 
use in a designated area. Since the taxpayer has a choice when to commence claiming 
depreciation, if the business claims and qualifies for the tax holiday it would normally 
not claim any depreciation until after the tax holiday has ended, when accelerated de— 
preciation may be commenced on the eligible assets. Whether 6: not the owner is a 
corporation having a degree of Canadian ownership, new machinery and equipment 
acquired for use in a business certified by the Minister of Industry, for purposes of the 
tax—holiday provision, to be a new manufacturing or processing business in a designated 
area may be depreciated at up to 50% per annum on the straght—line basis. To qualify, 
the machinery and equipment must be acquired before April I, 1967. A new building or 
a new and substantial extension to a building, if certified by the Minister of Industry to 
be situated in a designated area, may be depreciated at up to 20% per annum on the 
straight line basis; again, a corporation need not have a degree of Canadian ownership 
to qualify. Here, however, than: is no requirement that the business be of a mahufactur— 
ing or processing nature, but the building or extension must be acquired before April I, 
1967. Application for certification of a building or extension to a building is to be made 
on Department of Industry form ADA 5. 
The newest addition to the armory of incentive legislation is the Area Development * 

Incentives Act (1965) and the Regulations under that Act, which are administered by the 
Area Development Agency of the federal Department of Industry. Under this Act 
development grants may be authorized toward the approved capital costs (including 
structures, machinery, and equipment, but not land) of a new facility or of the expansion ‘ 

of an existing facility constituting part of a manufacturing or processing operation in a 
designated area. Strictly speaking, this is not tax legislation but a kind of gubsidy; 
nevertheless it is integrated, to a substantial degree, with the income-tax incentive rules 
and does have tax‘ implications. Thus, unlike other governmental subsidies, the develop- 
ment grants do not reduce the depreciation base for tax purposes of any depreciable 
assets to which they apply. 
The development grants are computed on a sliding scale related to the approvéd 

capital costs of the new facility or of the expansion of the existing facility (but these latter 
capital costs must be reduced by 10% of the value of the existing facility)—I/5 of the 
first $250,000, 1/4 of the next $750,000 and 1/ 5 of the remainder; bu_t the total grant may 
not exceed $5,000,000. Normally 60% of the grant will be paid at the time that commer— 
cial production commences, a further 20% a year after that date, and the final 20% two 
years after that date. , 

In many cases the specific application of the new Act and Regulations has not yet been 
clarified; no explanatory pronouncements or rulings have yet been issued, and much of 
the legislative language is vague and general. The intention is clearly to leave a con- 
siderable measure of discretion with the Area Development Agency in interpreting and

x 
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applying these provisions to concrete cases. At the moment the grants are stated to be 
available for projects commencing on or after July I, 1965 and brought into commercial 
production by March 31, I971. 
The Regulations exclude natural—resource industries and construction from eligibility 

and require that 95% in Value of the machinery and equipment used in the operation be 
new and that 95% of all fixed assets used in the operation be located in the designated 
area. Provision is made for grants to multiphase projects, which may be brought into 
operation in stages extending over a period not exceeding three years from the date 
that the first stage commences commercial production. It is not necessary to form a new 
corporation to qualify for the development grants, not need the applicant be a resident 
corporation of one having a degree of Canadian ownership. Other federal grants and 
subsidies must bevdeducted from the development grant otherwise payable. Normally 
the owners’ equity investment in the business must be at least equal to the amount of 
the development grant. 

Applications for development grants and applications to qualify for the tax holiday 
must both be made on form ADA 7, recently issued by the Department of Industry. 

Reltrz'ctz'om on Nan-Canadiafl Newspaper: and Periodical: , 

Federal legislation passed in 1965 has placed severe restrictions on newspapers or 
periodicals controlled, directly or indirectly, by persons who are not citizens of Canada 
to the Canadian market. Advertising expenditures in such publications are not deductible 
for Canadian income-tax purposes: and, under the Customs Tariff, the importation of 
certain foreign periodicals with advertising directed to the Canadian market is prohibit— 
ed. See XIX Bulletin 321—22 (Aug. 1965). 

Bmmb or Subxz'dz'mjl? . 

Assuming that profitable operations in Canada are anticipated, it is often preferable for 
a foreign enterprise to conduct its Canadian operations through a Canadian subsidiary 
corporation rather than through a Canadian branch. If the Canadian subsidiary has a 
degree of Canadian ownership, the Withholding téx on remittances of profits to the 
parent corporation is 10%, as against the 15% tax on nonreinvested earnings of a Cana- 
dian branch of a nonresident corporation. Even if the subsidiary corporation does not 
have a degree of Canadian ownership, so that the 15% withholding rate applies to divi— 
dends paid by it to nonresidentShareholders, the tax is only exigible when dividends 
are paid and so can be readily postponed. Unlike in the case of the I 5 % tax on branches, 
the retained earnings need not be reinvested in fixed assets to avoid the tax; they may 
even be invested by the Canadian subsidiary in foreign corporations. 

Several provisions of the Income Tax Act are designed to ensure that a reasonable 
allocation of revenues and expenses is made in transactions between a Canadian branch 
or subsidiary and its foreign parent or affiliate. These provisions are reinforced and 
expanded in the tax treaties, Where applicable. 

I

' 

In deciding Whether or not to operate in Canada through a branch or a subsidiary, the 
foreign enterprise, of course, will also have regard to the domestic tax laws to' which it 
is subject and the basis, if any, upon which a foreign tax credit may be claimed for Cana— 
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‘ dian corporate income tax and for Canadian fax withheld from property income passing 
to the foreign enterprise.

' 
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L’EVOLUTION RECENTE' DE LA FiSCALITE FRANQAISE 
by 
LAXAN 

Ci-aprés nous publions le texte d’un article que M. Max Eugénc LAXAN, Directeur- 
Général des Impéts en France, a bien voulu écrige pour notre revue «European Taxa— 
tion» et qui est publié, en traduction anglaise, dans le numéro de novembre de cette 
revue.

I Dans son article, l’auteur donne un exposé des préoccupations qui ont mené le 
'Gouvemement Frangais '21 projeter et proposer une réforrpc fiscale de grande envergure 
sur le plan de la fiscalité des entreprisés. Le lecteur qui a suivi de prés les développements 
fiscaux dans les pays du Marché Commun, ct notamment les recommandations du Comi- 
té Fiscal et Financier, au sujet du régime fiscal dcs sociétés méres ct de 19. double taxation 
des bénéfices distribués, notera que la loi frangaise du 12 juillet 1965 ne se conforme pas 
'21 quelques—unes de ces recommandations. En introduisant le systéme dc l’avoir fiscal — 
systéme qu’on trouvé dans le nouveau Code belge des impéts sur les revenus et que 
le Gouvernernent néerlandais Vient dc proposer dc fagon analogue — 1e législateur fiscal 
frangais veut néanmoins poursuivre des buts économiques _similaires 21 mm: qui'préoc- 
cupent les autrespays de la C.E.E. ‘ 

Il nous semble que l’exposé suivarit intéressera les fiscalistes dans le monde entier ct 
nous sommes reéonnaissants 2‘1 son auteur d’avoir contribué :31 1a diffusion des idées sur 
les conceptions qui sont £1 la base d’une politique fiscale moderne. 

L’actuelle législature et celle qui l’a immédiaternent précédée onf été marquées par un 
travail de rénovation en_ profondeur du systéme fiscal frangais. 
Le loi du 28 Décembre 1959 a établi l’unité de l’impét sur le revenu des personnes 

physiques et supprirné les mécanismes qui permettaient aux entreprises de pallier 
les inconvénients de la dépréciation monétaire. La loi du 15 Mars 1963 a réformé les 
droits d’enregistrement et modiflé les régles de la fisCalité immobiliére. La loi du 27 
Décembre 196 5 enfin, a réalisé l’harmonisation des procédures contentieuses intéressant 
les diverses ‘catégories d’impéts. 

Quelle que soit leur importance, ces diverses dispositions le cédent, da'ns leur portée 
et'leur signification économique, aux deux pfojets de loi adoptés par le Gouvernement 
ct soumis é l’approbation législative au cours dc 1a présente année. 
Le premier de ces textes, définitivement adopté par le Parlement lors de sa session de 

printcmps, est devenu la loi du 12 Juillet I965 «’modiflant l’imposition des entreprises 
et des revenus de capitaux mobiliers». ' 

Le second projct de loi, qui a pour objet la généralisatidn de la taxe sur la valeur ajou- 
tée et qui transforme en outre profondément un des éléments essentiels de la fiscalité 
locale, a été adopté en premiére lecture par l’Assemblée Nationale et doit étre soumis au 
Sénat A la session d’automne.

’ 
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Quoique de nature et d’objet trés différents, ces deux réformes s’inspirent de la préoc— 
cupation commune d’assurer une meilleure neutralité‘de l’impét 2‘1— l’égard des difl'érentes 
structures économiques: moyens dc financement des investissements, modes dc -regrou— \ 

pernent des biens de production et des capitaux, localisation des activités, circuits de 
production et de commercialisation. Cette recherche de la neutralité, que tempére par— 
fgis le souci de mettre fin é certains abus ou d’encourager des orientations jugées par- 
ticuliérement souhaitables — jun mcilleur aménagement du territo‘ire ou le développement 
des équipements urbains pat example — répond au souci fondamental du Gouvernement 
d’éliminer tout ce qui peut freiner l’adaptation de l’économie frangaise ‘a une compéti— 
tion internationale que l’ouverture des frontiéres rend de plus en plus sévére. 

Décrire les principes et les modalités essentiellcs des deux réformes mises en oeuvre, 
c’est préciser les constatations auxquelles a donné lieu et les conclusions qu’a permis de 
dégager cet «examen de conscience» de la fiscalité frangaise. ' 

I. — La rq’forme de l’z'mpwition d3: entreprz'm ez‘ de: revenm de capitaux mobi/ier1., 
(Loi du 12 fuz'l/et 19 6;) __

. 

Les objectifs dc cettc réforrne étaient triples. Il s’agissait: 
I — dc faciliter le recours des entreprises au marché financier en portant reméde '21 121 

double imposition qui frappait ,les revenus des actionnaires;
V 

2 — d’assurer une plus grands fluidité des moyens de production at de favoriser le 
regroupement nécessaire des entreprises en modifiant le systéme d’imposition des plus- 
values en capital, le régime fiscal dc fusions et celui des groupes d’entreprises ; 

3 — d’améliorer I’assiette dc l’impét en précisant 1e régime des amortissements et en 
donnant '21 l’administration fiscalc les moyens de réprimer certains abus commis en ma— 
tiére de frais généraux. > 

1. Les travaux préparatoires du V° Plan frangais, qui couvrira la période 1966-1970,. 
on_t mis en lumiére é. quel point 121 compétitivité des entreprises dans un climat concur— 
rentiel accentué, dépendait d’une vigoureuse impulsion des investissements productifs. 
Il est donc nécessaire qu’en particulier aucune entrave de nature fiscalc ne freine .le re— 
cours des entreprises au'mar’ché financier sous forme d’émissions d’actions et d’obliga— 
tions. y 

La loi de finances pour 1965 avait déjé. été marquée par une premiére série d’allégew 
_ ments dans ce domains. Elle supprirnait la taxe complémentaire qui frappait jusqu’alqrs 
les revenus de l’épargne investie (au taux de 5% pour les revenus obligataires et de 6% 
pour les dividendes). Elle prévoyait en' outre que, jusqu’é l’expiration du V° Plan, 
certains revenus obligataires pourraient, dans la limits de 500 Frs étre exonérés de 
l’impét sur le revenu des personnes physiques. . 

Mais elle laissait subsister 1a double imposition des dividendes qui, lors de leur distri- 
bution, se trouvaient frappés dc l’impét sur les sociétés au taux de droit commun (50%) 
avant d’étre soumis '21 l’impét personnel entre les mains dc l’actionnaire. Ainsi, pour 
transférer £1 celui—ci un revenu de 100 Frs, une société frangaise devait consacrer zoo Frs 
51 la distribution, alors que 130 Frs 60 suflisaient 2‘1 une société allemande ct 1 I7 Frs 6o 
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2‘1 une société belge. Cette double imposition grevait donc lourdemant la rémunération du 
capital ct contrariait les efforts des entreprises pour accroitre leurs fonds propres en 
recourant au marché financier.

‘ 

La loi du 1 2 Juillet 1965 remédie '21 cette situation en ramenant l’irnp'osition des béné— 
fices distribués é um niveau comparable '21 ceIui dc nombrcux pays europécns, ct notam- 
ment de la République Fédérale Allemande. La technique utilisée est celle dite «dc 
l’imputation». Tout dividends distribué par une société frangaise ouvrira désormais 
droit é um avoir fiscal représenté par un crédit ouvert sur le Trésor, et égal 21 la moitié 
de ce dividende. Ce crédit sera regu en paiement dc I’impét sur le revenu des personnes 
physiques ou de l’impét sur les sociétés dfi par le bénéficiaire, ou restitué s’il excéde le 
montant dc cet impét. Ainsi, pour une somme de 100 consacréc '21 la distribution, 16 
dividende versé ‘a l’actionnaire s’élévera — aprés impét — '21 50; i1 s’y ajoutera un «crédit 
d’impét» égal £1 13. moitié de son montant, soit 25 . Le revenu total sera donc de 75 et le 
taux d’imposition réel sera ramené de 50 2‘1 25%. 

Cette technique a été préférée é celle consistant é appliquer un taux réduit sur les béné— 
fices distribués. Cctte derniére méthode n’est en effet commodément applicable qu’aux 
répartitions provenant des bénéfices du dernjer exercice; or, il a été jugé préférablc de 
maintenir le bénéfice de 1’allégement fiscal aux distributions que les entreprises soucieuses 
de régulairiser leurs dividendes prévévent sur leurs réscrves lorsque les résultats de 
l’exercice sont insuflisants. 
Deux indications compléteront cette description somrnaire du nouveau régime d’im- 

position des dividendes. D’une part, 16 bénéfice du crédit d’impét sera réservé aux 
personnes ayant leur domicile ou leur siége social en France; :31 l’égard des non-résidents, 
le régime antérieurement en vigucur subsistera sans modification appréciable. D’autrc 
part, lorsque les somrnes distribuées proviendront de bénéfices qui n’on pas été frappés 
au tam: de droit commun de l’impét' sur les sociétés (tel est par exemple le cas des 
revenus exonétés ou provenant d’exploitations sises £1 l’étranger), il sera pergu un pré— 
compte égal au montant du crédit attaché it ces distributions. Cette disposition permettra 
de faire bénéficier tous les dividendes, quelle qu’en soit l’origine, du crédit d’impét ct 
d’éviter les complications attachées 51 um systéme de doubles coupons.

V 

2. Le souci de permettrc aux entreprises dc procéder '21 l’aliénation des éléments d’actif 
devenus inutiles ’21 leur exploitation, et de favoriser les regroupements nécessaires au sein 
de l’industrie frangaise, a conduit '21 une modification radicale des conditions d’imposition 
des plus—values en capital et 2‘1 une unification du régime des fusions. 
Le régirne antérieur d’imposition des plus—values rcposait sut la confusion des gains 

at pertes en capital avec les résultats d’exploitation proprement dits pour le calcul dc 
l’imposition des entreprises. Les conséquences apparemment trés rigoureuses de ce 
principe se trouvaient en fait largement atte'nuées par la possibilité donnée aux entre- 
prises de différer l’imposition de leurs plus—values en s’engageant £1 temployer les som— 
mes dégagées par la cession en nouveaux éléments d’actif. Procurant un simple avantage 
dc tresorerie lorsqu’il était effectué en biens amortissables (dans ce cas, la plus—value '21 

réinvestir venait en déduction des marges d’amortissement ouvertes £1 l’entreprise), le 
remploi aboutissait pratiquement 51 une exonération pure et simple lorsqu’il s’opérait 
en valeurs non amortissables telles que terrains ct participations. 
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De ce fait, lorsqu’un transfert d’établissement permettait la réalisation d’éléments 
d’actif dégageant une plus-value importante, une inégalité apparaissait entre les entre— 
prises dc grandes dimensions et les autrcs. Les premieres procédajent généralement £1 

un remploi en biens non amortissables, le plus souvent sous forme de titres dc participa— 
tion. La création dc filiales 2‘1 des fins purement fiscales leur permettait ainsi d’éluder l’im- 
pét sans réduire leuts marges d’amortissement. Mais ces pratiques dénaturaient la procé- 
dure ,du remploi, grevaient les opérations de cessions d’actif dc cofits artificiels ét con- 
duisaient '21 des structures juridiques inutilernent complexes. Quant aux entreprises dc 
dimensions plus modestes, qui n’avaient pas les moyens de recourir :21 de tels procédés et 
dont les investissements en moyens de production étaient souvent trop faibles pour 
absorber les plus—values potentiolles, elles renongaient souvent aux cessions envisagées. 
La loi du 12 Juillet 1965 supprime 1e régime du remploi sauf cas exceptionnels et 

introduit une distinction fondamentale entre plus-values 21 long termc ct plus-values 
£1 court terms: les plus-values '21 long terme, qui correspondent en principe aux gains 
effectués lors de la cession d’éléments acquis ou créés par les entreprises depuis plus 
de deux ans, bénéflcieront désormais d’un'taux d’imposition réduit (10%); les plus- 
values £1 court terme se vertont appliquer le taux de droit commun (50%), mais i1 sera 
possible d’étaler le paiement de l’impét sur cinq ans. - 

Ainsi cessera l’eflet dc dissuasion qu’exergait l’existence d’un prélévement général de 
50% qui aboutissait soit £1 susciter des structures artificielles, soit '21 geler des actifs — titres 
de placement, terrains en zone d’urbanisation — dont la cession aurait procuré aux entre- 
prises d’impottantes ressources d’auto—financement.

‘ 

Simultanément, 1e régime fiscal applicable aux fusions est allégé ct unifié. Les plus— 
Values dégagées par ces opérations ne donneront lieu £1 aucune perception immédiate; 
l’imposition des gains constatés sur les biens amortissables sera étalée sur dix ans, ct 
celle afférente aux autres biens sera différée jusqu’é leur aliénation éventuelle. Enfin, les 
droits d’enregistrement pergus é cctte occasion sont ramenés é um niveau généralement 
symbolique. Ainsi disparaitra l’alibi d’une fiscaljté excessive, que beaucoup d’entreprises 
invoquaient pour difféter des opérations de regroupement rendues pourtant indispen- 
sables par l’insuflisante concentration de l’industrie frangaise. 
Dans un domaine voisin, le régime des groupes de sociétés a été aménagé. Les condi- 

tions pcrmettant de bénéficier du tégime des sociétés méres ont été assouplies. D’autre 
part, les sociétés frangaises auront désormais la possibilité d’opter, sous condition d’un 
agrément du Ministre des Finances, pour leur imposition d’aprés l’ensemble des résultats 
dc leurs exploitations directes ct indirectes, qu’elles soient situées en France ou £1 l’étran- 
ger. Ainsi se trouve introduit dans le droit fiscal frangais, la notion dc bénéfice mondial 
dont de nombreuses législations étrangéres font déji application. 

3. Enfin, la Loi du 12 Juillet 1965 comporte un certain nombre de dispositions desti- 
nées '21 améliorer l’assiette dc l’impét, soit en précisant 1e régime des amortissements, soit 
en facilitant la répression de certains abus constatés en matiéte dc frais généraux. 
Dans le premier domaine, la mesure la plus importante consiste '21 rendre obligatoire 

1a constatation de la fraction linéaire des amortissernents, '21 l’image de ce que prévoient 
dc nombreuses législations étrangéres. Jusqu’alors les amortissements pouvaient tou- 
jours étre différés du point dc vue fiscal, ce qui nuisait ‘a la sincérité des bilans ct enlevait 
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toute signification réelle '21 1a limitation dans le temps des reports déficitaires. 
D’autre part, certaines dispositions destinées 2‘1 donner '21 l’administration fiscale les 

moyens dc mieux contréler la croissance de certains frais généraux et des rémunérations 
directes ou indirectes versées aux dirigeants des entreprises ont été retenues. Trop de 
sociétés, notamment de moyenne importance, dont les dirigeants échappent pratiquement 
'21 tout contréle interne, présenterfi: des résultats artificieflement diminués. 

II. — La ge’némlz‘mz‘z'on de la taxe 5m 14 valet/r ajoute’e at [a trang’ormation dc: recette: film/e: 
dex collectiI/ite’: [om/es. 

Le projet de loi actuellement soumis au Sénat aprés son adoption par l’Assemblée Na- 
tionale concerns une piece maitresse du systéme fiscal frangais, puisque les taxes sur 
le chiffre d’affairés procurcnt '21 l’Etat plus du tiers (35%) de ses recettes fiscales, et aux 
collectivités locales 57% de leurs ressources ordinaires. II a pour objet essentiel de com- 
pléter l’oeuvre entreprise en 1954 avec l’institution de la taxe sur la valeur ajoutée 
(T V A), en étendant, épartir du Ier Janvier 1967, l’application de cette taxe '21 l’ensemble 
de la production, de la distribution et des services. La généralisation de la T V A con- 
duirait parallélement: 
— 

<21 simplifier l’administration de cet impét et limiter les charges qui en résulteraient 
pour les petits redevables ; 

— £1 mettre i la disposition des collectivités locales, privées d’une part importante dc 
leurs recettes fiscales par la disparition de la taxe locale, une ressource de remplacement 
susceptible de leur assure: un rendement au moins équivalent. 

I . La généralisation de la TVA, en mettant fin i la coexistence de cet impét avec deux 
autres taxes générales sur le chiffre d’aflaires (taxe sur les prestations de services at taxe 
locale) et de nombreuses taxes particuliéres, doit remédier aux distorsions économiques 
et aux incidences sociales ficheuses qu’entraine l’hétérogéné'ité de la fiscalité indirecte. 
Aucune réforme ne porte donc davantage 1a marque des préoccupations de neutralité quj 
inspircnt la politique fiscale frangaise. Il s’y ajoute 1e souci de préparer 1a voie '21 une éven- 
tuelle harmonisation des fiscalités au sein de la Communauté Economique Européenne, 
qui empruhterait sané doute en premier lieu la forme de l’adoption d’une taxe sur la 
valeur ajoutée géne’ralisée dans chacun des six Etats membres. 

Les distorsions éconorniques qui découlent des limites apportées au champ d’applica- 
tion de 12. T V A affectent tant les activités de production: agriculture, industrie, servi- 
ces . . . que le secteur de la distribution commerciale. 

~ Lorsque les taxes qui ont: grevé les divers éléments du prix dc revient d’un bien: 
matiéres prerniéres, investissements, frais généraux . . . ne ‘peuvent étre déduites de 
l’impét auquel ce bien est lui-méme soumis, 1a superposition d’irnpéts qui en résulte 
faussc les calculs des entreprises et peut les inciter it adopter certaines solutions fiscale- 
ment avantageuses mais techniquement et écondmiquement peu recommandables. De 
telles superpositions apparaissent notamment lorsque cc bien est soumis £1 une taxe 
particuliére dont 121 T V A pergue en amont n’est pas déductible (cas des prestations dc 
services), on encore lorsque les éléments du prix dc revient sont eux—mémes sournis '21 
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un impét particulier non deductible. L’exemple-le plus frappant concerns 16 secteur" des 
transports, qui est actuallement soumis £1 des taxes spécifiques: d’une part, les transpor— 
teurs ne peuvent déduire de ccs taxes les impéts incorporés dans lbs prix de leurs inves- 
tissements et les frais de réparation ct d’entretien dés véhjcules; d’autre paft, les utilisa— 
teurs dc transports ne peuvent eux-mémes déduire ces taxes de leurs propres prix de 
revient. 11 en résulte une double surcharge fiscale qui a été évaluée 2‘1 8% environ des 
tarifs. Cette surcharge pénalise les cntreprises éloignées dc leurs sources d’approvision- 
nement et des grands centres dc consommation, contrariant l’action que méne par ail- 
leurs le Gouvernernent pour assurer un meilleur aménagement du territoire par un 
développement dcs régions du Centre at de I’Ouest. 
Enfin, sur 16 plan des échanges extérieurs, la diffusion dans le prix des‘ produits de taxes 

spécifiques sous forme de «rémanences d’impét» occultes ne permet pas d’assurer aux 
entreprises le remboursement de la totalité des charges fiscales indirectes ayant grevé 
leurs produits; corrélativement, les importations peuvent se trouver indfiment favori- 
sées.

' 

Dans le sectcur commercial, les distorsions tiennent 2‘1 12. coexistence de 19. T V A 
jusqu’au stade du demier producteur et en principe du grossiste, et de la taxe locale 
— cumulative ~ aux stades ultérieurs. Compte tenu des régles trés différentes applicables 
4‘1 ces deuX impéts, certaines formes de disgribution se trouvent pénalisées: producteurs 
vendant directement aux consommateurs, commergant faisant assurer 1a fabrication de 
produits pour leur propre compte, entreprises '21 succursales multiples, etc. . . L’aména— 
gement des structuies de la distribution s’en trouve contrarié. 
.Du point de vuc de l’équité, 1e systéme actuel Va également £1 l’encontre d’unc juste 

répartition des charges entre les différentes catégories sociales. Les services bénéficient 
d’uné imposition 2‘1 taux rédujt (le taux de droit commun est dc 8,50% contre 20% 
pour 121 T V A) alors qu’il est établi qu’ils absorbent une part d’autant plus importante 
des dépenses des contribuables que le revenu de ceux-ci est plus élevé. D’autre part, 
l’exonération dont les marges commerciales de détail jouissent au regard de la T V A 
avantage sensiblernent les produits deluxe, vendus avec une marge élevée, par rapport 
aux produits de grande consommation. Enfin, les taxes spécifiques frappant des produits 
alimentaires essentials comme 1a viande ou les boissons, qui ne tiennent aucun.compte de 
diflérences de qualité, et donc des écarts de prix, aboutissent de la méme maniére é um: 

, 
progressivité fiscalé £1 rebours. ‘ 

L’cxtension de la T V A doit remédier é ces distorsions économiques et sociales. Cette 
extension entraine la suppression des deux taxes cumulatives sur le chiffre d’affaires que 
comporte encore le systéme actuel: la taxe sur les prestations de services et la taxe locale 
sur le chiffre d’affaires, 1a suppression de taxes spécifiques frappant les boissons, les 
transports de marchandises, les cafés et les thés, ainsi que d’un certain nombre d’impéts 
é. faible rendement. - -

' 

En contrepartie, 121 T V A s’appliquera désormais '21 l’ensemble des affaires de produc— 
tion, dc distribution et de services qui n’y sont pas actuallement soumises, en particulier 
aux artisans, aux produits alimentaires exonérés, aux presfations de services et 21 l’en- 
scmble du commerce de gros comme de de’tail. Seuls demeureront en dehors de la 
nouvelle imposition les agriculteurs, auxquels une possibilité d’opter volontairement 
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pour 1’assujettiss_ement '21 la T V A sera toutefois offerte, la généralité des professions 
Iibérales, les spectacles, enfin les activités financiéres et bancaires qui, en raison de leur 
caractére spécifique, seront soit exonérées, soit soumises £1 une tax'e spéciale non déduc— 
tiblc de I 2%. 7 

Le généralisation de 19. T V A rendra possible un abaissernent de son taux de droit 
commun qui passera de 20% '21 16,66% taxe incluse (c’est—é—dire de 25% b. 20% hots taxe); 
le taux majoré sera ramené de 25% '21 20%; le taux réduit de 10% 56:21 porté 5. I 2%; le taux 
de 6%, applicable aux produits alimentaires de large consommation, restera inchangé. 
L’équilibre d’ensemble du projet a été 'calcuIé de fagon é maintenir dans des limites rai- 
sonnables, compte tenu des mesures d’allégement en faveur des petits redevables qui 
vont étre décrites, 1a perte dc recettes consentie par l’Etat, at £1 n’exercer aucune action 
défavorable sur le niveau génétal des prix. 

2. La simplification de l’administration de l’impét et l’aflégement de la charge fiscale 
des petits redevables constituent 1a seconde caractéristique de la réforme projetée. 
La généralisation de 121 T V A feta disparaitre la plupart des problémes dc frontiéres, 

nés de l’existence de nombreux secteurs exonérés de cet impét, qui compliquaient la 
téche des contribuables et de l’administration ct donnaient lieu :21 um contentieux impor— 
tant: distinction entre actes de production et actes dc commercialisation, entre commerce 
de gros et commerce de détail, définition de la qualité d’artisan, détermination — pour 
toute entreprise dont une partie de l’activité n’est pas soumise '21 la T VA — de la fraction 
de la taxe ayant grevé lés équipements qui peut étre déduite de la T V A dont elle est 
redevable, etc. . . .

' 

Pour tenir compte du fait que l’assujettissement '21 1a TVA du commerce de détail 
fera entrer dans le champ d’application dc cet impét une catégorie dc redevables qui ne 
tiennent souvent qu’une comptabilité sommairc, le champ d’application du régime du 
forfait sera étendu: les limites dc chiffres d’aflaites au-dessous desquelles cc régime est 
applicable, sauf option contraire, seront portées 51 500.000 (ventes) et 12 5.000 (services). 
En outre, les régles relatives :21 l’imposition des bénéfices ct des chiffres d’affaires seront 
unifiées, ce qui permettra d’envisager £1 terme la fusion des déclarations et l’assiette dc 
l’impét par un agent unique. Enfin, contrairernent 51 la pratique antérieure, les assujettis 
au régime du forfait seront désormais autorisés '21 facturer '21 leurs clients 12. T V A incluse 
dans leurs prix. 
Le souci d’alléger les obligations des petits redevables et d’éviter é l’administration 

fiscale de consacrer un temps excessif é des forfaits d’un montant trés faible a conduit 
d’autre part EL prévoir que la taxe ne scrait pas mise en recouvremenr lorsque son montant 
serait inférieur '21 um minimum fixé par le projet '21 800 Frs; cette disposition permettra 
d’exonérer en fait les redevablcs les plus modestes: artisans ruraux, par exemple. Afin 
d’éviter que le franchissement des limites d’exonération ne se tradujse par un brusque 
changement de statut fiscal, un systéme de décote assurant la transition avec le régime 
normal a été prévu. 

3. La suspression de la taxe locale et de quelques recettes fiscales annexes a enfin 
rendu nécessaire 19. misc 2‘1 121 disposition des collectivités locales d’une ressource de 
remplacement. Deux problémes se posaient '21 cet égard: le *choix de la nature de cette 
ressource d’une part, celui de ses modalités de répartition d’autre part. 
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Sur le premier point, le Gouverncment a décidé d’affecter aux collectivités une fra'ction 
du versement forfaitaire sur les traitcments et salaires qui était jusqu’é. présent encaissé 
par l’Etat. Cet impét, institué en 1948, est £1 19. charge des entreprises et est assis, au taux 
général de 5%, sur la masse des rérnunérations qu’elles versent £1 leur personnel. La 
stabilité de sa réglementation et-la régularité de son rendement en font une ressource 
bien adaptée aux nécessités des finances locales. La part du versement forfaitaire devant 
revenir aux collectivités locales, quj était fixée aux cinq sixiémes (83,35%) par le projet 
de loi, a été portée it 8 5 % lBrs de la discussion devant l’Assemblée Nationale. - 

La répartition de cette rcssource feta, dans les premiéres années d’application de la 
réforrne, une part trés large aux droits acquis des départements et des communes, afin 
d’éviter tout boulcversemeht de leurs budgets: des attributions de garantie, dont lc 
montant sera fondé sur les recettes que ces collectivités tiraient' de la taxe locale et des 
autr‘es recettes qui ce‘ssent de leur étre affectées, leur seront attribuées. Mgis cette garantie 
jouera de fagon dégressive et cédera peu £1 peu 19. place '21 une répartition fondée s’ur l’effort 
fiscal que chaque collectivité demande A 565 habitants. Les attributions seront '21 cet effet, 
dans une proportion croissante, calculées pour chaque coflectivité en fonction du poids 
des impéts directs locaux qu’elle fait supporter 531 l’ensemble de 521 population. Ceprin- 
cipe de répartition permettra de corriger progressivement les imperfections que com— 
porte lc systéme actuel de taxe locale, Ce dernier avantage de fagon excessive les collecti- 
Vités qui song déjé le siége d’une activité commerciale ou industrielle importahte, au 
'détriment dc celles qui ont '21 faire face :21 une urbanisation récente et aux lourdes charges 
d’équipernent qu’elle entraine. En particulier, les communes en expansion situées '21 la 
périphérie des grandes villes, oh la fiscalité locale directe a‘tteinf souvent‘un njveau trés 
élevé, pourront titer du nouveau régime des ressources accrues. ‘ 

Les eHets conjugués des deux réformes devraient perrfiettre, conformément aux dire- 
tives du V° Plan, d’assainir les conditions de financement dcs investissements des entre- 
prises et de ceux des collectivités. Sans doute, les nouvelles techniques mises en oeuvre 
conduiront '21 modifier trés sensiblement les modalités d’ir‘nposition de la majorité des 
agents éconorniques et leur application exigera, tant des contribuables que de l’admini— 
stration, un effort d’adaptation particulier. _ 

' Mais Ices difficultés scront d’autant mieux surmontées que la conviction sera largemcqt 
partagée que la transformation profonde du systéme fiscal que ces projets réalisent est de 
nature £1 asseojr le prélévement fiscal sur des bases plus rationnelles et plus conformes aux 
exigences d’un développement économique durable.

\ 
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IRAQ 
TAX NEWS 

INCOME TAX 
On August 31, 1964, important tax laws 
and regulations were enacted. The statu— 
tes were put into force at the beginning 
of the financial year 1964—1965. These 
taxes were mainly the Income Tax‘ Law 
and the Estate Tax Law. ' 

Income tax 
I—The Income Tax Law No. 95 of 1959 
governs taxation of residents and non— 
residents in Iraq. The taxable,- income 
under such law is defined as follows :— 

(I) Profits from commercial enterprises 
or from business of commercial nature, 
industries, professions including con— 
tracts and compensation for their non— 
fulfillment, if not for making good a loss 
sustained by the taxpayer materially or 
morally. 

(2) Interest, commission, discount and 
profits arising from dealing in shares and

_ 

bonds. 
(3) Rents of agricultural land. 
(4) Profits arising from the transfer of 

ownership or the use of real estate by 
whatever means affected, such as sale, 
barter, .conciliation, grant, expropriation, 
removal of common ownership, liquida- 
tion of “waqf”, long lease and use of utility. 

(5) Salaries, pensions, rewards,~wages 
for work at fiXCd rate for limited periods, 
allowances, sums deposited for employees, 
accounts in Provident Funds, and pen- 
sions of foreign officials Whether deducted 
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from their salaries or paid to their accounts 
by another party. 

(6) Cash and estimated amounts, allo— 
ated to the taxpayer agaihst his services 
such as for residence and food. 

(7) Income from any other source not 
taxable in Iraq, provided that dividends 
shall not be a taxable income if a company 
has deducted or is authorised to deduct 
the tax from it. '

, 

(Income Tax Law No. 95 of 1959 Article 2) 

2—-Incorne tax rates, as applicable to 
residents, non residents, limited and 
unlimited liability companies according 
to the Income Tax Law of 1959, were ' 

ammended by Law No. 129 of 1964. 

These rates are as follows :— 
(1) Rexz‘dent person: (after granting the 
alloy/4mm) 

[meme T ax rate 
up to ID. 500 3%k 
over ID. 500 up to ID. 1000 5% 
over ID. 1000 up to ID. 2000 10% 
over ID. 2000 up to ID. 3000 15% 
over ID. 3000 up to ID. 4000 20% 
over ID. 4000 up to ID. 5000 2 5% 
over ID. 5000 up to ID. 6000 30% 
over ID. 6000 up to ID. 7000 35% 
over ID. 7000 up to ID. 8000 40% 
over ID. 8000 up to ID. 9000 45% 
over ID. 9000 up to ID. 10000 50%
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Over ID. 8000 up to ID. 9000 50% 
Over ID. 9000 up to ID. 10000 55% 
Over ID. 10000 60% 

(4) Income of joint flock companies and ofber 
artificial entitie: 

over ID. 10000 up to ID. 11000 55% 
over ID. 11000 up to ID. 12000 60% 
over ID. 12060 up to ID. 13000 65% ‘ 

over ID. 13,000 up to ID. 14000 70% 
' over ID. 14000 up to ID. 15000 75% 
over ID. I 5000 up to ID. 20000 80% 
over ID. 20000 ~ 90% 

(2) Income of a non—resident individual is 
subject to the same rates and particulars 
stated in (1) above with the exception of 
income provided for in Article (19) of 

_ 
Law No. 95 of 1959 which indicates 
that “any person resident in Iraq shall 

pay the tax of 20% on amouhts due to 
persons residing outside Iraq. Such due 
amounts shall be: Interest on bills, 

mortgages, loans, deposits and advances, 
annual allowances or pensions or other 
yearly payment. 

(a) I ndmtrizz/ C ompam'e; : 

(3) Income of limifl’d liability companie: 

(at) Industrial C ompanie: : 

Income Tax rate 
UptoID. 1000 10% 
Over ID. 1000 up to ID. 3000 15% 
Over ID. 3000 up to ID. 5000 20% 
Over ID. 5000 up to ID. 7000 25% 
Over ID. 7000 up to ID. 9000 30% 
Over ID 

_ 

‘9000 up to ID. 11000 35% 
Over ID. 11000 up to ID. 13000 40% 
Over ID. 15000 up to ID. 15000 45% 
Over ID. 15000 50% 

~ 
Non-Indmtrial cowpam'ex: 

Up to ID. 1000 10% 
Over ID. 1000 up to ID. 2000 15% 
Over ID. 2000 up to ID. 3000 20% 
Over ID. 5000 up to ID. 4000 25% 
Over ID. 4000 up to ID. 5000 30% 
Over ID. 5000 up to ID. 6000 35% 
Over ID. 6000 up to ID. 7000 40% 
Over ID. 8000 45% 7000 up to ID. 

Up to ID. 1000 10% 
Over ID. 1000 up to ID. 3006 15% 
Over ID. 3060 up to 1D. 5000 20% 
Over ID. 5000 up to ID. 7000 25% 
Over ID. 7000 up to ID. 9000 30% 
Over ID. 9000 up to ID. 11000 55% 
Over ID. 11000 up to ID. 15000 40% 
Over ID. 13000 - 45% 

(b) Non-Indmtrial Companiex: 
Up to ID. 1000 ' 10% 
Over ID. 1000 up to ID. 2000 15% 
Over ID. 2000 up to ID. 3000 20% 
Over ID. 3000 up to ID. 4000 25% 
Over ID. 4000 up to ID. 5000 30% 
Over ID. 5000 up to ID. 6000 35% 
Over ID. 6000 up to ID. 7000 40% 
Over 1D. 7000 up to ID. 8000 45% 
Over ID. 8000 - 50% 
(Law No. 129, 1964; Article (7). 

3——A tax of 50 per cent is assessed on the 
chargeable income of a juristic person 
involved in any commercial transaction 
the profits of which are derived from 
the sale of petroleum or other hydro— 
carbons produced in and exported from 
Iraq or the sale of rights or interests 
pertaining to such petroleum or other 
hydrocarbons. However, if any share or 
its equivalent on petroleum or other

, 

hydrocarbons from which the said profits 
accrue has been given or paid to the Iraqi 
Government, the tax rate‘ charged for 
the purpose of collection be reduced by an 
amount equal to the share of its equi— 
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valent amount paid to the government if 
the Minister of Finance is satisfied that 
such'share or its equivalent has been paid 
provided that no reduction by an amount 
equal to that share or equivalent shall be 
allowed as a reduction more than once. 
(Law No. 95. 195 9, Article 15 (5-21)) 

4—The main incomes exempted from the 
tax are as follows:

' 

4) Agricultural income earned by cul— 
tivators from agricultural products. 
19) Income of “Awquaf”, legally ac- 
knowledged, religious institutions, 
charitable and educational establish— 
ments for public interest. 
5) Income of savings, provident and 
insurance funds established by official 
and semi officials departments. 
0’) Income of municipalities earned 
from public utilities. 
e) Income of-cooperatives. 
f) Salaries and ‘allowances paid to 
Iraqi nationals residing outside Iraq 
if he is not exempted from the tax in 
the place of business. 
2') Salaries and allowances paid by 
foreign legations. ' 

.(Law No. 95, 1959 Article 7 as amend— 
ed by‘Law No. 129 of 1964 Article 4) 

5—Personal allowance £6: a taxpayej: is 

ID. 450, for a Wife is ID. 150 and for 
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each child under 18 is ID. 50. 
(Law No. 1959-Article 12-1) 

6—Income tax is charged on the profit of 
the company (after granting allowances 
and deductions) before distribution to 
shareholders. The company provides 

v the shareholders at the time of distribu— 
tion of dividends with certificates of

. 

the amount of distributed dividends 
and the tax charged and deducted. 
(Law No. 95, 1959, Articles 14, 15 

7-——The income of a married couple is 

joined together and the tax is assessed 
in the name of the husband. Income 
of children under 18 years of age 
joined to the income of the father. On 
the fathers death, the tax is assessed 
on each child independently in the 
name of the mother. 
(Law No. 95, 1959, Article 6 

8—The finance authority examines all the 
returns filed by the persons subject to 
tax and be sure that the true income is 
accurately reported. The tax is assessed 
on the taxable income in the office of 
the official tax assessor in the district 

. of residence or place of work of the 
taxpayer. 

'

\ 

(Law No. 95, 1959, Articles 30 8c 51). 
Reported by Sibam Sbarif



III 

'TREATIES 

CONVENTION ENTRE LA FRANCE ET MADAGASCAR 
TENDANT A fiLIMINER LES DOUBLES IMPOSITIONS ET A ETABLIR DES REGLES 

D’ASSISTANCE MUTUELLE ADMINISTRATIVE EN MATIERE FISCALE 

Le Gouvernement de la République 
frangaise et le Gouvernement dc 1a Répu— 
blique malgache, désircux‘ d’éviterv dans la 
mesure du possible les doubles impositions 
et d’établig des réglcs d’assistance récipro- 
que en matiére d’impéts sur le revenu, 
d’impéts sur les successions, do droits 
d’enregistrement et d}: droits dc timbre, 
sont convenus, '21 cet effet, des disposi- 

V 
tions suivantes: 

~ ' 

TITRE IER 
Dispositions générales.

t 

ARTICLE ICI 
Pour l’application de la présente conven— 
tion: . 

I Le terme «personne» désigne: 
a) Toutc personne physique; 
b) Toutc personne morale; 
c) To_ut groupement de personncs 
physiques qui n’a pas 1a personnalité 
morale. 

2 Le terme «France» désigne la France 
métropolitaine et les départemgnts 

d’outrwmer (Guadeloupe, Guyana, Mar— 
tinique et Réufiion). 
Le terme «Madagascar» désigne les 

territoires de la République malgache. 

ARTICLE 2 
I 

I "Une 'personne physique est domiciliée, 
au sens de la présente convention, au lieu

' 

oil 6116 a son «foyer permanent d’habita— 
tion», cette expression. désignant le centre 
dés intéréts vitaux, c’est-é-dire 1e lieu avec 
lequel les relations personhelles sont les 
plus étroites. 

Lorsqu’il n’est pas possible dc déter— 
miner le domicile d’aprés l’alinéa qui 
précéde, la personne physique est réputée 
posséder son domicile dans celui Ides 

Etats contractants mi 6116 séjourne le plus 
longtemps. En cas de séjour d’égale durée 
dans les deux Etats, elle est iéputée .avoir 
son domicile dams celui dont elle eé‘f res— 

sortissante. Si v e116 n’est ressortissante 
d’aucun d’eux, les autorités administra— 
tives supérieures des Etats trancheront‘ 1a 
difficulté d’un commun accord. 

2 Pour l’application de la présentc con— 
vention, le'domicile des personnes mo— 
rales est au lieu du siege social statutairc; 
celui des groupements de persbnnes 
physiques' n’ayant pas la personnalité 
morale au lieu 'du siége de leur direction 
effective. ' 

ARTICLE 3 

Le terme «établissement stable» désigne 
une installation fixc d’affaircs 011 um: 
entreprisc exerce tout ou partie de son 
activité. 

a) Constituent notamment des établisse- 

ments stables: ' 

(aa) Un siége de direction; 
(bb)' Une succursale; 
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(cc) Un bureau; 
(dd) Une usine; 
(ee) Un atelier; 
(ff) Une mine, carriére ou autre lieu 

d’extraction de ressourccs na- 
turelles; 

(gg) Un chantier de construction. 
17) On 116 considére pas qu’il y a établis- 

sement stable si: 
(aa) 11 est fait usage d’installations aux 

seules fins de stockage, d’exposi— 
tion on de livraison de marchan- 
dises appartenant '21 l’entreprise; 

(bb) Des marchandises appartenant '21 

l’entreprise sont entreposées aux 
seules fins dc stockage, d’exposi- 
tion ou de livraison ; 

Des marchandises appartenant '21 

l’entreprise sont entreposées aux 
seules fins dc transformation par 
une autre entreprise; 

(dd) Une installation fixe d’affaires est 
utilisée aux seules fins d’acheter 
des marchandises; 
Une installation fixe d’affaires est 
utiljsée aux seules fins de publici- 
té, de fourniture d’informations, 
de recherche scientifique ou d’ac— 
tivités analogues qui ont pour 
l’entreprise un caractére prépara- 
toire ou auxiliairc. 

(cc) 

(66) 

c) Une personne agissant dans un Etat 
contractant pour le compte d’une entre— 
prise dc l’autre Etat contractant —— autre 
‘qu’un agent jouissant d’un statut indé— 
pendant, visé 2‘1 l’alinéa e ci—aprés — est 
considérée comme «établissement stable» 
dans le premier Etat si clle dispose dans 
cet Etat dc pouvoirs qu’elle y exerce habi- 
tfiellement 111i permettant dc conclure des 
contrats au nom de l’entreprise, £1 moins 
que l’activité de cette personne soit limitée 
'21 l’achat de marchandises pour l’entreprise. 

46o 

Est notamment considéré comme exer— 
gant dc tels pouvoirs l’agent qui dispose 
habituallement dans le premier Etat 
contractant d’un stock de produits ou 
marchandises appartenant '21 l’entreprise au 
moyen duquel il exécute réguliérement les 
commandes qu’il a regues pour le compte 
de l’cntreprise. 

d) Une entreprise d’assurance de l’un des 
Etats contractants est considérée comme 
ayant un établissement stable dans l’autre 
Etat contractant dés I’instant que, par 
l’intermédiaire d’un représentant n’en— 
trant pas dans la catégorie des personnes 
visées é l’alinéa e ci-aprés, elle pergoit des 
primes sur le territoire dudit Etat ou 
assure des risques situés sur ce territoire. 

8) On ne considére pas qu’une entreprise 
d’un Etat contractant a un établissement 
stable dans l’autre Etat contractant du 
seul fait qu’elle y ccctue des opérations 
commerciales par l’entremise d’un cour- 
tier, d’un commissionnaire général ou de 
tout autre intermédiaire jouissant d’un 
statut indépendant, é condition que ces 
personnes agissent dans le cadre ordinaire 
de leur activité. Toutefois, 'si l’interrné— 
diaire dont le concours est utilisé dispose 
d’un stock de marchandises en consigna— 
tion 5. partir duquel sont cffectuées les 
Ventes et les livraisons, il est admis que ce 
stock est caractéristique de I’existence d’un 
établissernent stable de l’entreprise. 

f ) Le fait qu’une société domiciliée dans 
_un Etat contractant contréle ou est 
contrélée par une société qui est domici— 
liée dans l’autre Etat contractant ou qui y 
effectue des opérations commerciales (que 
ce soit par l’intermédiaire d’un établisse— 
ment stable on non) ne suffit pas, en lui— 
méme, é. faire de l’une quelconque de ces 
deux sociétés un établissement stable de 
l’autre.
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ARTICLE 4 

Sent considérés comme biens immobiliers 
' pour l’application de la présente convén— 
tion les drolts auxquels s’appliquent les 

dispositions du droit privé concernant la 
propriété fonciére ainsi que les droits 
d’usufruit sur les biens immobiliers, '21 1’6):- 

ccption des créances de toute nature 
garanties par gage immobilier. 
La question de savoir si un bien en un 

droit a 16 caractére immobilier ou peut 
étre considéré comme l’accessoire d’un 
immeuble sera résolue d’aprés 1a législa- 
tion dc l’Etat sur le territoire duquel est 
situé 1e bien considéré ou le bien sur lequel 
porte- 1e droit envisagé. 

ARTICLE 5 

I Les ressortissants, les sociétés et autres 
groupements d’un Etat contractant ne 
seront pas soumis dans I’autre Etat é des 
impéts autres ou plus élevés que ceux 
frappant les ressortissants, les sociétés et 
autres groupements de ce dcrnier Etat se 
trouvant placés dans la méme situation. 

2 En particulier, les ressortissants d’un 
Etat contractant qui sont imposables sur 
le territo'ire dc l’autre Etat contractant 
bénéficient, dans les mémes conditions 
que les ressortissants de ce ‘dernicr Etat, 
des exceptions, abattements '23. la base, 
déductions et réductions d’irnpéts on 
taxes quelconques accordés pour charges 
de famille. 

ARTICLE 6 

Pour l’application des dispositions conte— 
nues dans la présente convention, l’ex— 

pression «autorités compétentes» désigne: 
Dans le cas de la France, 16 ministre des 

finances ct des affaires économiques; 
Dans le cas de Madagascar, le ministre 

des finances ou leurs représentants dfi— 
ment autorisés. 

ARTICLE 7 

Pour l’application de la présente conven— 
tion par l’un des Etats contractants, tout 
terme ndn défini dans cette convention‘ 
recevra, :21 moins que le contexte ne l’exige 
autrement, 1a signification que lui donnent 
les lois en Vigueur dans I’Etat considéré, 
en ce qui concerne les impéts visés dans 
cette convention.

I 

T_ITRE 11 
Doubles impositions 

CHAPITRE ler 
Impo‘z‘x .rur [ex raven”: 

ARTICLE 8 

I Le présent chapitre est applicable 'aux 
impéts sur le ravenu pergus pour le 

compte de chacun des Etats contractants, 
de ses subdivisions politiques et de ses 
collectivités locales, quel que soit 1e systé— 
me de perception. 

Sont cohsidérés comme impéts sur les 
revenus les impétsvsur le revenu total ou 
survles‘ éléments du revenu compris les 
plusvalues). 

2. Les dispositions du présent chapitre 
ont pour objet d’éviter‘les doubles im- 
positions qui pourraient résulter, pour les 
personnes (entendues au sens de l’article 
xer) dont lc domicile fiscal, détermjné 
conformément £1 Particle 2, est situé dans 
l’un des Etats contractants, de la percep- 
tion simultanée on successive dans cet 
Etat et dans l’autre Etat contractant des 
impéts “Visés au paragraphe 1 ci-dessus. 

3 Les impéts actuels auxquels s’applique 
le présent chapitre sent: 
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En cé qui concerns la République fran- 
gaise: '

_ 

a) L’impét sur le revenu des personnes 
physiques ; (v 

17) La taxe complémentaire; 
c) L’impét sur les bénéfices des sociétés 

et autres pérsonnes moralcs. 

En ce qui concerne la République mal- 
gache: 

a) L’impét cédulaire sur les bénéfices 
divers; 

l7) L’impét sur le revenu des capitaux 
mobiliers; 

t) L’irnpét général sur l_e revenu. 

4 La convention s’appliquera aussi aux 
impéts futurs denature identique ou 
analogue qui s’ajouteraient aux impéts 
actuels ou qui les remplaceraient. Les 
autorités compétentes des Etats contracj 
tants se communiquerontl, dés lcur pro- 
mulgation, les modifications apportées 
é. leur législation fiscale. 

5 Il est entendu que dans 16 cats 01) la 
législation fiscale de l’un des Etats contrac— 
tants ferait l’objet de modifications affec- 
tant sensiblement 1a nature ou le caractére 
des impéts visés au paragraphe 3 du 
préseht article,'les autorités compétentes 
des deux Etats se concerteraient pour 
déterminer les aménagements qu’il serait 
éventuellement nécessaire d’apporter '21 1a 
présente convention.

\ 

ARTICLE 9 

Les tevenus des biens immobiliers, y 
compris les bénéfices des exploitations 
agricolcs ct forestiéres, ne sont imposables 
que dans l’Etat 0121 ces biens sont situés. 

ARTICLE 10 
1 Les revenus dcs entreprises industriel— 

les, miniéres, commerciales ou financiéres 
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ne sont imposables que dans l’Etat sur le 
territoire duquel se trouve un établisse- 
ment stable. ’ 

2 Lorsqu’une entreprise posséde des, 
établisscments stables dans les deux Etats 
contractants, chacun d’eux ne peut im- 
poser que le revenu provenant dc l’activité 
des établissements stables situés sur son 
territoire. 

3 Le bénéfice imposable ne peut cxcéder 
le montant des bénéfices industriels, mi— 
niers, commerciaux ou financiers réalisés 
par l’établissement stable, y compris s’il y 
a lieu les bénéfices ou avantages retirés 
indirectement de cet établissement ou qui 
auraient été attribués ou accordés £1 des 
tiers soit par voie dc majoration ou de 
diminution des prix d’achat ou de vente, 
soit par tout autre moyen. Une quote—part 
des frais généraux du siége dc l’entreprise 
est imputée aux résultats des différénts 
établissernenis stables au prorata du 
chiffre d’aEaires réalisé clans chacun d’eux. 
4 Lorsque les contribuables dont l’acti- 

vité s’étend sur les territoires des deux 
Etats contractants ne tiennent pas une 
comptabilité réguh'ére faisant ressortir 
distinctement et exactement les bénéfices 
afférents aux établissements stables situés 
dans PM et l’autre Etats, le bénéfice 
respectivement imposable par ces Etats 
peut étre déterminé en répartissant les 
résultats globaux au prorata du chiffre 
d’affaires réalisé dans chacun d’eux. 

ARTICLE I I 

I Lorsqu’une entreprise dc I’un des 
Etats contractants, du fait de sa participa— 
tion '21 la gestion ou au capital d’une entre- 
prise dc l’autre Etat contractant, fait ou 
impose '21 cette demiére, clans leurs rela— 
tions commerciales ou financiéres, des 
conditions différcntes de celles qui seraient
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faites '21 unc tierce entreprise, tous bénéfices 
'qui auraient dfi normalement apparaitte 
dans les comptes dc l’une des entreprises, 
mais qui ont été de la sorte transférés é. 

l’autre cntreprise, peuvent étre incorporés 
aux bénéfices imposables de la premiére 
entreprise. 

2 Une entreprise est considérée comme 
participant '21 la gestion on an capital d’une 
autre entreprise notamment lorsque les 

mémes personnes participant directement 
ou indirectement :11 la gestion ou au capital 
de chacune de ces deux entreprisesL 

ARTICLE I 2 

Les rcvenus provenant dc l’exploitation, en 
'trafic international,- dc navires ou d’aéro— 
ncfs ne sont imposables que déns l’Etat 
contractant on $6 trouve 1e domicile 
fiscal de'l’entreprise. 

ARTICLE 15 
Sous réserve des dispositions des articles 
15 '21 17 ci-aprés, les revenus des valeurs 
mobiliéres et les reven'us assimilés (pro— 
duits d’actions, dc parts de fondateur, dc 
parts d’intérét et de commandites, intéréts 
d’ligations ou de tous autres titres 
d’emprunts négociable's) payés par des 
sociétés ou des collectivités publiques ou 
privées ayant leur domicile fiscal sur le 

territoire de l’un des Etats contractants 
sont' imposables clans cet Etat. 

ARTICLE 14 
Une société d’un Etat contractant ne peut 
étre assujettie sur le territoire de l’autre 
Etat contractant au paiement d’un impét 
sur les distributions dc revenus de valeuts 
mobiliéres et de revenus assimilés (pro- 
duits d’actions, de parts dc fondateur, de 
parts d’int‘érét et de commandites, intéréts

\ 

'd’obligations ou de tous autres Ititres 
d’emprunts négociables) qu’elle eHectue, 
du seul fait de sa participation dans la 

,gestion ou dans le capital de sociétés 
domiciliées dans cet autre Etat on :11 cause 
de tout autre rapport avec ces sociétés; 
mais les produits distribués par ces der- 
niéres sociétés et passibles dc l’impét sont, 
1e cas échéant, augmentés de tous les 

bénéfices ou avantages que la société du 
premier Etat aurait indirectement retirés 
desdites sociétés, soit par voie dc majora— 
tion on de diminution des prix d’achat ou 
de vente, soit par tout autre moyen. 

ARTICLE I 5 

I Lorsqu’une socie’té ayant son domicile 
fiscal dans l’un des Etats contractants s’y 
trouve sournise au paiement d’un impét 
frappant lcs distributions dc revenus dc 
valeurs mobiliéres et de revenus assimilés

' 

(produits d’actions, de parts dc fondateur, 
de parts d’intérét et dc commandites, 

_ 

intéréts d’obligations ou de tous autres 
titres d’emprunts négociables) et qu’elle 
posséde un ou plusieurs établissements 
stables sur le territoire dc l’autre Etat 
contractant é raison desquels elle est égale— 
ment sournise dans ce dernier Etat au 
paiement d’un méme impét, il est procédé 
5 une répartition, entre les deux Etats, des 
revenus dormant oufierture audit impét, 
afin d’éviter une double imposition. 

2 La répartition prévue au paragraphe 
qui précéde s’établit, pour chaque exerci~ 
cc, sur la base du rapport: 
—A—— pour I’Etat dans lequel la société B n’a pas son domicile fiscal; B—A —— pour l’Etat dans lequel la société a_ B son domicile fiscal.

\ 

La lettre A désignant le montant des - 

bénéfices comptablcs 'provenant 51 la 
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société de l’enscmble des établissements 
stables qu’elle posséde dans l’Etat ou elle 
n’apas son domicile fiscal, toutes compen— 
sations étant faites entre les résultats béné— 
ficiaires et.les résultats déficitaires de ces 
établissements. Ces bénéfices comptables 
s’entendent de ceux qui sont réputés 
réalisés dans lesdits établissements, au 
regard des dispositions des articles IO at 
I I de la présente convention; 
La lettre B le bénéfice comptable total de 

la société tel qu’il résulte de son bilan géné- 
ral. 

Pour la détermination du bénéfice 
comptable total, 11 est fait abstraction des 
résultats déficitaires constatés pour l’en— 
semble des établissements stables de la 
société dans un Etat quelconque, toutes 
compensations étant faites entre les résul— 
tats bénéflciaires et les résultats déficitaires 
de ces établissements. 
Dans le cas ch 16 bénéfice comptable 

total d’un exercice est nul 011 négatif, Ia 
répartition s’effectue sur les bases anté- 
rieurement dégagées. 
En l’absence de bases antérieurement 

dégagées, la répartition s’eflectue selon 
une quotité fixée par commune entente 
entre les autor’ités compétentes des Etats 
contractants intéressés. 

5 Lorsque les bénéfices distribués com— 
prennent des produits dc participation 
détenus par la société dans le capital 
d’autres sociétés et que ces participations 
remplissent, pour bénéficier des régirnes 
spéciaux auxquels sont soumises les socié— 
tés affiliées, les conditions exigées en vertu 
de la législation interns soit de I’Etat du 
domicile fiscal de la société, soit dc l’autre 
Etat, selon qu’elles figurent é l’actif du 
bilan concernant I’établissement stable 
situé dans le premier on dans 16 second 
Etat, chacun desdits Etats applique :21 ces 
bénéfices distribués, dans la mesure 01‘1 ils 
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proviennent du produit des participations 
régies par sa législation interne, les disposi— 
tions de cette législation, en méme temps 
qu’il taxe 1a partie desdits bénéficcs qui ne 
provient pas du produit dc participation, 
dans la mesure 01‘1 l’imposition lui en est 
attribuée Suivant les modalités prévues au 
paragraphe 3 ci—dessus. 

ARTICLE 16 
I Quand, £1 la suite dc contréles exercés 

par les administrations fiscales compéten— 
tes, il est efi'ectué, sur le montant des 
bénéfices réalisés au cours d’un exercice, 
des redressements ayant pour résultat 
de modifier 1a proportion définie au para— 
graphs 2 de l’article 15, il est tenu compte 
dé ces redressemcnts pour la répartition, 
entre les deux Etats contractants, des bases 
d’imposition afférentes '21 l’exercice au 
cours duquel les redressements intervien— 
nent. 

2 Les redressements portant sur le 
montant des revenus '21 répartir, mais 
n’affectant pas la proportion des bénéfices 
réalisés dont il a été tenu compte pour la 
répartition des revenus faisant l’objet des- 
dits redressements, donnent lieu, sclon les 
régles applicables dams chaque Etat, 2‘3. 

une imposition supplémentaire répartie 
suivant 1a méme proportion que l’impo— 
sition initiale. 

ARTICLE 17 
I La répartition des bases d’imposition 

visées 5 Particle 15 est opérée par la société ‘ 

et notifiée par elle it chacune des admini- 
strations fiscales compétentes, dans le délai 
qui lui est imparti par la législation de cha- 
que Etat pour déclarer les distributions de 
produits imposables auxquelles elle pro— 
céde. 
A l’appui de cette répartition, la société
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fournit £1 chacune desdites admihistra— 
tions, en outre des documents qu’elle est 
tenue dc produire ou de déposer en vertu 
dc la législation interns, une copie dc 
ceux produits ou déposés auprés de l’éd- 
ministration dc l’autre Etat. 

2 Les difficultés ou contestations qui 
peuveht surgir au sujet de la répartition 
des bases d’imposition sont réglées d’une 
commune entente entre les administrations 
fiscales compétentes. 
A défaut d’accord, 1e différend est 

tranché par la commission mixte '21 Particle 
41. 

ARTICLE I 8 

Les tantiémes, jetons de présence et autres 
rérnunérations attribués aux membres des 
conseils d’administration ou de surveillan- 
cc de sociétés anonymes, sociétés en com— 
mandite par actions ou sociétés coopéra— 
tives, en leur dite qualité, sont imposables 
dans l’Etat contractant 011 la société a son 
domicile fiscal? sous Iéserve de l’applica- 
tion des articles 22 et 23 ci—aprés en ce qui 
concerne les rémunérations pergues par 
les intéressés en leurs autres qualités 
efl'ectivcs.

' 

Si la société posséde un ou plusieurs 
'établissements stables sur le territoire de 
l’autre Etat contractant, les tantiémes, 
jetons de présence et autres rémunérations 
visés ci—dessus sont imposés dans les con- 
ditions fixées aux articles 15 :31 I7. 

ARTICLE I9 
I L’impét sur le revenu deS' préts, 

dépéts, comptes de dépéts, bons dc caisSe 
et de toutes autres créances non repré~ 
sentées par des titres négociables est 
pergu dans l’Etat dul domicile fiscal du 
créancier. 

z Toutefois, chaque Etat contractant 

conserve le droit d’imposer par voie dc 
retenue £1 la source, si sa législation interne 
le prévoit, les revenus Visés au paragraphe 
1 ci-dessus. 

5 Les dispositions des paragraphes 1 et 
2 ci-dess‘us nc s’appliquent pas lorsque le 
bénéficiaire des intéréts, domicilié dans un 
Etat contractant, posséde dans l’autre Etat 
contractant d’ofi proviennent les intéréts 
un établissement stable auquel se rattache 
effectivement 1a créance qui les‘ produit. 
Dans ce cas, l’article IO concernant l’im- 
putation des bénéfices aux établissements 
stables ést applicable.

' 

ARTICLE 20 

1 Les redevances (royalties) versées 
pour la jouissance de biens immobiliers 
ou l’exploitation dc mines, carriér‘es ou 
autres ressources naturelles ne sont im— 
posables que dans celui des Etats contrac— 
tants 01‘1 sont situés Ces biens, mines, 
carriéres ou autrcs ressources naturelles; 

2 Les droits d’auteur ainsi que Ies‘ 

produits ou redevances (royalties) prove— 
nant de la vente ou de la concession de 
licences d’exploitation de brevets, mar— 
ques de fabrique, procédés et formulas, 
secrets qui sont payés dans l’un des Etats 
contractants 2‘1 une personne ayant son 
domicile fiscal dans l’autre Etat contractant 
ne sont imposables que dans ce dernier 
Etat. 

3 Sont traitées comme les redevances 
Visées au paragraphc’ 2 les sommes payées 
pour la location ou le droit d’utilisation 
des films cinématographiques, les droits 
de location at rémunérations analogues 
pour l’usage ou le droit é usage d’équipe- ‘ 

ments industriels,\commerciaux ou scienti— 
fiques et pour la fourn-iturc d’informations 
concernant des expériences d’ordre indu- 
striel, commercial ou scientifique. 
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4 Si une redevance (royalty) est supé- 
ricure '21 la valeur intrinséque ct normalc 
des droits pour lesquels elle est payée, 
l’eXemption prévue aux paragraphes 2 et 5 
ne peut étre appliquée qu’é la partie de 
cette redevance qui correspond '21 cette 
valeur intrinséque ct normale. 

5 Les dispositions des paragraphes 2 et 
5 me s’appliquent pas lorsque 1e bénéficiaire 
des redevances ou autres rémunérations 
entretient dans l’Etat contractant d’01‘1 

proviennent ces revenus un établissement 
stable ou une installation fix'e d’aflaires 
servant £1 l’exercice d’une profession libé- 
rale ou d’uhe autre activité indépendante 
et que ces redevances ou autres rémunéra— 
tions sont £1 attribuer é cet établissement 
stable on :‘a. cette installation fix‘e d’affaires. 
Dans cc cas, ledit Etat a le droit d’irnposer 
ces revenus conformément A set législation. 

ARTICLE 21 

Les pensions et les rentes viagéres ne sont 
imposables que dans l’Etat contractant Oil 
16 bénéficiaire a son domicile fiscal. 

ARTICLE 22 

I Sauf accords particuliers prévoyant 
des régimes spéciaux en cette matiére, les 
salaires, traiternents et autres rérnunéra- 
tons similaires qu’une personne domiciliée 
dans l’un dcs deux Etats contractants 
regoit au titre d’un emploi salarié ne sont 
imposables que clans cet Etat, '21 moins que 
l’emploi ne soit exercé dans l’autre Etat 
contractant. Si l’emploi est exercé dans 
l’autre Etat contractant, les rémunérations 
regues '21 cc titre sont imposables dans cet 
autre Etat. 

2 Nonobstant les dispositions du para— 
graphe I ci—dessus, les rémunérations 
qu’une personne domiciliée dans un Etat 
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contractant regoit au titre d’un emploi 
salarié exercé dans l’autre Etat contractant 
ne sont imposables que dans le premier 
Etat si: ' 

4) Le bénéficiaire séjourne dans l’autre 
Etat pendant une période on (165 

périodes n’excédant pas au total 183 
jours au cours de l’année fiscale 
considérée; 

[7) Les rémunérations sont payées par 
un employeur ou au nom d’un em— 
ployeur qui n’est pas domicilié dans 
l’autre Etat; 

5) Les rémunérations nc sont pas dé— 
dujtes des bénéfices d’un établisse— 
ment stable on d’une base fixe que 
l’employeur a dans l’autre Etat. 

3 Nonobstant les dispositions précé— 
dentes du présent article, 165 rémunérations 
afférentes 2‘1 une activité exercée 5:1 bord 
d’un navire ou d’un aéronef en trafic 
international ne sont imposables que dans 
l’Etat contractant 01‘1 l’entreprise a son 
domicile. 

ARTICLE 23 

I Les revenus qu’une petsonne domi— 
ciliée dans un Etat contractant retire 
d’une profession libérale ou d’autres 
activités indépendantes de caractére analo— 
gue ne sont imposables que dans cet Etat, 
’21 moins que cette personne ne dispose de 
fagon habituelle dans l’autre Etat contrac- 
tant d’une base fixe pour l’exercice de ses 
activités. Si elle dispose d’une tellc base, la 
partie des revenus qui peut étre attribuée é 
cette base est imposablc dans cet autre Etat. 

2 Sent considérés comme professions 
libérales, au sens du présent article, notam— 
ment l’activité scientifique, artistique, 
littéraire, enseignante ou pédagogique 
ainsi que celle des médecins, avocats, 
architecteq ou ingénieurs.
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ARTICLE 24 

Les sommes qu’un étudiant ou un stégiaire 
de l’un des deux Etats contractants, séjour- 
nant dams l’autre Etat contractant £1 seule 
fin d’y poursuivre ses études ou sa forma- 
tion, regoit pour couvrir ses frais d’entre— 
tien, d’études ou de formation ne sont pas 
imposables dans cet autre Etat, 5;. con- 
dition qu’elles proviennent de sources- 
situées en dehors dc cet autre Etat. 

ARTICLE 25 

Les revenus non mentionnés aux articles 
ptécédents ne sont imposables que dans 
l’Etat Contractant du domicile fiscal du 
bénéficiaire :31 moms que ces revenus ne se 
rattachent £1 l’activité d’un établissement 

, stable que ce bénéficiaire posSéderait dams 

\\ 

l’autre Etat contractant. 

ARTICLE 26 

Il est entendu que 121 double imposition est 
évitée de la maniére suivante.

_ 

I Un Etat contractant ne peut' pas 
comprendre dans les bases des impéts 
sur le revenu visés '21 l’article 8 les revenus 
qui sont exclusivement imposables dans 
l’autre Etat contractant en vertu de la 
présente convention; mais chaque Etat 
conserve lc droit dc calculer l’impét au 
taux Correspondant :21 l’ensemble des 
revenus imposables d’aprés sa législation. 

2 Les revenus visés aux articles 15, 15, 
18 et 19 ayant leur sOutce '21 Madagascar 
ct pergus par des personnes domiciliées' 
en France ne peuvent étre imposés 2‘1 

Madagascar qu’é l’impét sur le revenu des 
capitaux mobiliers.

' 

_ 

I Réciproquement les revenus de méme 
nature ayant leur source en France et 

pergus par des personnes domiciliées £1 

Madagascar ne peuvent étre impOsés en 
' France qu’é 1a tetenue '21 la source sur le 
revenu des capitaux mobiliers. ,. 

3 Les revenus de capitaux mobiliers-et 
les intéréts dc source malgache Visés aux 
articles 13, 15, 18 et 19 et pergus par des 
personnes physiques, sociétés ou autres 
collectivités domiciliées en France sont 
compris dans cet Etat dans les bases des _ 

impéts Visés au paragraphs 3 de Particle 8 

pour leur montant bnit sous réserve des 
» dispositions ci-aprés: 

a) Les revenus mobiliers dc source 
malgachc Visés aux articles 13, 15 et 18 et 
soumis é l’impét malgache sur le revcnu 
des capitaux mobiliers par l’application 
desdits'articles sont exonérés en France 
de la retenue 51 19. source sur le revenu des 
capitaux mobiliers. Cette retenue est 
néanmoins considérée pour le calcul soit 
de l’impét sur le revenu des personnes 
physiques, soit des autres impéts dans 165 
bases desquels ces revenus se trouvent 
compris comme ayant été effectivernent 
acquittés au tau}: normal applicable aux 
revenus de méme nature ayant leur source 
en France; ' 

. 
la) Les intéréts visés '21 I’article 19 prove— 

nant de sources malgaches ct qui ont été 
soumis £1 l’impét sur le rcvenu des capitaux 
mobiliers '21 Madagascar donnent droit en 
France '31 um crédit d’impét de 12 p. 100 an 
profit du bénéflciaire de ces intéréts domi- 
cilié en France. Ce crédit s’impute soit sur 

‘ 1a taxe complémentaire et, le cas échéant, 
sur l’impét sur le revenu des personnes 
physiques, soit sur l’impét sur les sociétés. 

4 Les revenus dc capitaux mobiliers et 
les intéréts de sources frangaises visés aux 
articles 15, 15, 18 et 19 et perguspar des 
personnes domiciliées 2‘1 Madagascar ne 
peuvent étre assujettis dams cet Etat qu’z‘r 
l’impét général sur le revenu. V

I 
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CHAPITRE II 
Impfit; Iur [ex .mttenz'oml 

ARTICLE 27 
I .Le présent chapitre est applicable aux 

impéts sur les successions pergus pour le 
compte de chacun des Etats contractants. 

Sont considérés comme impéts sur les 
successions: les impéts pergus par suite 
dc décés sous forme d’impéts sur la masse 
successorale, d’impéts sur les parts héré- 
ditaires, dc droifs de mutation on d’impéts 
sur les donations pour cause de mort. 

2 Les impéts actuels auxquels s’appli— 

que le présent chapitre sont: 
En ce qui concerne la République fran- 

gaise: l’impét sur les successions; 
En ce qui concerne la République mal- 

gache: l’impét sur les successions. 

ARTICLE 28 

Les biens immobiliers (y compris les 

accessoires) ne sont soumis é l’impét sur 
les successions que clans l’Etat contractant 
0121 ils sont situés; le cheptel mort ou vif 
servant £1 une exploitation agricole ou 
forestiére n’est imposable que dans l’Etat 
contractant 01‘1 l’exploitation est située. 

ARTICLE 29 
Les biens meuble's corporels ou ificorporels 
laissés par un défunt ayant eu au moment 
de son décés son domicile dans l’un des 
Etats contractants et investis dans une 
entreprise commerciale, industrielle ou 
artisanale de tout genre sont soumis £1 

l’inipét sur les successions suivant la régle 
Ci—aprés: " 

a) Si l’entreprise ne posséde un établis— 
sement stable que dans l’un des deux 
Etats contractants, les biens ne sont sou— 
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mis £1 l’impét que dans cet Etat; 11 en est 
ainsi méme lorsque l’entreprise étend son v 

activité -sur le territoiré dc l’éutfe Etat 
contractant sans y avoir im établissement 
stable;

' 

h) Si l’entreprise a un établissement 
stable dans les deux_ Etats contractants, 
les biens sont soumis '21 l’impét dans chaque 
Etat dans la mesure of; ils sont afl'ectés 2‘1 

un établissement stable situé sur le terri- 
toire de cet Etat. 

Toutefois,‘ les dispositions du présent 
article ne sont pas applicables aux investis- 
seménts effectués par le défunt dans les 

sociétés A base de capitaux (sociétés 
anonymes, sociétés en commandite par 
actions; sociétés £1 responsabilité limitée, 
sociétés coopératives, sociétés civiles sou— 
mises au régime fiscal des sociétés de 
capitaux) ou sous forme de commandite 
dans les sociéte’s en commanditc simple.

‘ 

ARTICLE 30 
Les biens meubles corpoyels ou incorpo- 
rels rattachés é des installations per- 
manentes ct affectés :31 l’exercice d’une 
profession libérale dans l’un des Etats 
contractants ne sont soumis £1 l’irnpét sur 
les successions que dans I’Etat contractant 
01‘1 se trouvent ces installations. 

_ARTICLE 31 
Les biens meubles corporels, y compris les 
meubles meublants, le linge et les objets 
ménagers ainsi que les objets et collections 
d’art autres que les meubles visés aux 
articles 29 et 50 me sont soumis '21 l’impét 
sur les successions que dans celui des 
Etats contractants oil ils se trouvent effec- 
tivernent :21 1a date du décés. 

Toutefois, les bateaux et les aéronefs 
ne sont imposables que dans l’Etat contrac- 
tant 01‘1 ils ont été immatriculés.
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ARTICLE 32 
Les biens de la succession auxquels les 

articles 28 '21 51 me sont pas applicables ne 
sontsoumis aux impéts sur les successions 
que‘dans l’Etat contractant 011 16 défunt, 
avait son domicile au moment de son décés. 

ARTICLE 35 
I Les dettes afférentes aux entrepriscs 

visécs aux articles 29 et 50 sont imputables 
sur les biens affectés 2‘1 ces entréprises. Si 
l’entreprise posséde, selon le . cas, un 
établissement stable ou une installation 
permanentc dans les deux Etats contrac- 
tants, les dettes sont imputables sur les 

1 

biens affectés é l’établissement ou £1 l’in- 

stallation dont elles dépendent. 
2 Les dettes garanties soit par des im— 

meubles ou des droits immobiliers, soit 
par des bateaux ou aéronefs visés 5 Particle 
31, soit par des biens affectés é. l’exercice 
d’une profession libérale dans les condi— 
tions prévues é. l’article 3o, soit par des 
biens affecte’s '21 une entreprise de la nature 
visée £1 Particle 29, sont imputables sur ces 
biens. Si la méme dette est garantie :21 1a 
fois par des biens situés dans les deux 
Etats, l’imputation se fait Sur les biens 
situés dans chacun d’eux proportionnelle— 
ment £1 la valeur taxable de ces biens. 

Cette disposition n’est applicable aux 
dettes visées au paragraphe I que dans la 
mesure 01‘1 ces dettes ne sont pas 'couvertes 
par l’imputation prévue 2‘1 cc paragraphe. 

5 Les dettes non Visées aux paragraphes 
I et 2 sont imputées sur les biens auxquels 
sont applicables les dispositions de l’article 
32- . 

Si l’im utation révue aux trois. 4 P 
paragraphes qui précédent laisse subsister 
dans un Etat contractant un solde non 
couvert, ce solde est déduit des autres 

biens soumis £1 l’impét des successions 
dans ce méme Etat. S’il ne reste pas dans 
cet Etat d’autres biens soumis :21 l’impét on 
si la déduction laisse encore un solde non 
convert, ce solde gst'imputé sut les bicns 
soumis :21 l’impét dans l’autre Etat con— 
tractant. 

ARTICLE 34 
Nonobstant les dispositions des articles 
28 '21 5 5, chaque Etat contractant conserve 
le droit dc calculer l’impét sur les biens 
héréditaires qui sont réservés £1 son impo- 
sition exclusive, d’aprés le taux moyen qui 
scrait applicable s’il était tenu compte dc 
l’ensemble des biens qui seraien‘t ifnpo— 
sébles d’aprés sa législation interns. 

CHAPITRE III 
Droiz‘x d’enregistremem‘ autrw W [as droiz‘: 

de maceuion. Dram d6 timbre. 
ARTICLE 35 

’ Lorsqu’un acte on im jugement établi dans 
l’un des Etats contractants est, présenté 
£1 l’enregistrement dans l’autrc Etat con- 
tractant, les droits applicables dans ~cé 

dernier Etat sont déterminés sujvant les 
régles prévues par sa législation interne, 
sauf imputation, 1e cas échéant, des droits 
d’enregistrement qui ont été pergus dans 
le premier Etat, sur les sommes ou valeurs 
dormant ouverture aux‘ droits clans cet 
autre Etat. ,

7 

Toutefois, les actes ou jugements por— 
tant mutati'on dc propriété, d’usufruit 
d’immeubles ou de fonds de commerce, 
ceux portant mutation de jouissance 
d’immeubles et les actes ou jugements 
constatant une cession de droit ’21 um 
bail on an bénefice d’une promesse de bail 
portant: sur tout partie d’un immeublc ne 
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peuvent étre assujettis é um droit de muta— 
tion que clans celui des. Etats contractants 
sur le territoire duquel ces imméubles 011 

I 

ces fonds de commerce sont situés. 
Les dispositions du premier alinéa du 

présent article ne sont pas applicables aux 
actes constitutifs de société ou modifica—_ 
tifs du pacte social. Ces actes ne donnent 
lieu '21 la perception du droit proportionnel 
d’apport que dans l’Etat 0121 est situé le 
siége statutaire de la société. S’il s’agit de 
fusion ou d’opération assimilée, 1a percep— 
tion est effectuée dams l’Etat 01) est situé 
le sjége de la société absorbante ou nouvel— 
16. 

ARTICLE 36 
L63 acte‘s ou effets créés dams l’un des 
Etats contractants ne sont pas soumis au 
timbre dans l’autre Etat contractant lots- 
qu’ils ont eHectivement supporté cet im- 
pét au tarif applicable dans le premier Etat, 
ou lorsqu’ils en sont légalement exonérés 
dans ledit Etat. 

TITRE III . 

Assistance administrative 

ARTICLE 37 
I Les autorités fiscales de chacun des 

Etats contractants transmcttent aux auto- 
-rit;és fiscales dc l’autre Etat contractant les 
renseignements d’ordre fiscal qu’ellcs ont 
é leur disposition et qui sont’ utiles é ces 
derniércs autorités, pour assurer l’établis— 
sement et le recouvrement réguliers des 
impéts visés par la présente convention 
ainsi que l’application, en ce qui concerns 
ces impéts, des dispositions légales rela- 
tives :31 la répression de la frauds fiscale. 

2 Les renseignements ainsi échangés qui 
cqnservent un caractére secret ne sont pas 
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communiqués 2‘1 des personnes autres que 
celles .qui sont chargées de l’assiette et du 
recouvrement des impéts visés par la 
présente convention. Aucun renseigne- 
r'nent n’est échangé qui révélerait un secret 1 

commercial, industrial ou professionnel. 
L’assistance peut ne pas étre donnée 
lorsque l’Etat rcquis estime qu’elle est de 
nature é. mettre en danger sa souveraineté 
ou sa sécurité on $1 porter atteinte £1 ses 
intéréts généraux. 

5 L’échange des renseignernents a lieu 
soit d’office, soit sur demande visant des 
cas concrets. Les autorités compétentes 
des Etats contractants s’entendent pour 
déterminer la liste des informations qui 
sont fournies d’office. 

ARTICLE 58 
x Les Etats contractants conviennent de 

se préter . mutuellement assistance at 
appui en vue de recouvrer, suivant les 
régles propres '21 leur législation ou régle- 
mentation respectives, les impéts visés par 
la présente convention ainsi que la majors.— 
tion de droits, droits en sus, indemnités de 
retard, intéréts et frais afférents '21 ces 
impéts, lorsque ces sommes sont définiti— 
vement dues en application des lois ou 
réglcments de l’Etat demandeur. 

2 La demande formulée £1 cette fin doit 
étre accompagnée des documents exigés 
par les lois ou rt‘sglementé de l’Etat 
requérant pour établir que les sommes é 
recouvrer sont définitivement dues. 

3 Au vu de ces documents, les significa- 
tions et mesures de recouvrement et de 
perception ont lieu dans l’Etat requis 
conformément aux lois ou réglements 
applicables pour le recouvrement et la 
perception de ses propres impéts. 

4 Les créances fiscales '21 recouvrer béné- 
ficient des méme sfirctés ct privfléges que
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les créanccs fiscales de méme nature dans 
l’Etat de recouvrement. 

ARTICLE 59 
En ce qui concerne les créances fiscales qui 
sont encore susceptibles de recours, les 

autorités fiscales de l’Etat créanciér, pour 
la sauvegarde de ses droits, peuvent 
demander aux autorités fiscales compéten- 
tes dc l’autre Etat contractant de prendre 
les mesures conservatoires que la législa- 
tion ou la réglementation dc celui—ci auto- 
rlse.~ 

ARTICLE 40 

Les mesures d’assistance définies aux 
articles 38 et 39 s’appliquent également au 
recouvrement de tous impéts et taxes 
autres que ceux visés par la présente con— 
vention, ainsi que, d’une maniére géné- 
tale, aux créances de toute nature des 
Etats contractants. 

T I T RE IV 
Dispositions diver/ses 

A RT I C L E 4 1 

I Tout contribuable qui prouve que 
les mesures prises par les autoritésfiscales 
des Etats contractants ont entrainé pour 
luj une double imposition en 'ce qui con— 
cerne les impéts visés- par la présente 
convention peut adresser une demande soit 
aux autorités compétentes de l’Etat sur le 
territoire duquel il a son domicile fiscal, 
soit é celles dc l’autre Etat. Si 1e bien- 
fondé de cette demande est reconnu, les 
autorités compétentes des dcux Etats 
s’entendent pour éviter dc fagon équitable 
12. double imposition. 

2 Les autorités compétentes des Etats 
contractants peuvent également s’entendre 
pour supprimer 19. double imposition dans 
les cas non réglés par la présente conven- 
tion, ainsi quc dans les cas 01‘1 l’interpré- 
tation ou l’applicationde 1a présente con— 
vention donnerait lieu '21 des difficultés on 
A des doutes. 

5 S’il apparait que, pour paxvenir é une 
entente, des pourparlcrs soient opportuns, 
l’afl'aire est déféréé '21 um: commission mixte 
composée de représentants en nombre 
égal des Etats contractants, désignés par 
les ministres des finances. La présidence 
de la commission est exercée alternative- 
ment par un membre de chaque déléga- 
non. 

\ ARTICLE 42 
Les autorités compétentes des defix Etats 
contractants se concerteront pour déter— 
miner, d’une commune entente et dans la 
mesure utile, les modalités d’application 
de la présente convention. 

ARTICLE 43 
I La présente convention sera sujette 2‘1 

ratification ou approbation ct cntrera en 
vigueur dés que les instruments de ratifica- 
tion on d’approbation des Etats signataircs 
auront été échangés, étant entendu qu’elle 
produira ses cffets pour la premiére fois: 
En ce qui concerne les impéts sur les 

revenus; pour l’imposition des revenus 
afférents é l’année civile 1961 on aux exer— 
cices clos au cours de cette année. Toute- 
fois, pour ce qui est des revenus dont l’im- 
position est réglée par les articles 15 £1 18, 
1a cbnvention s’appliquera aux distribu- 
tions quj aurqnt lieu postérieurement 2‘1 

l’entrée en vigueur de la convention; 
En ce qui concerns les impéts sur les 

successions, pour les successions de per- 
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sonnes dont 1e décés se produira depuis et 
y compris le’jour de l’entrée én vigueur dc 
la convention;

- 

En ce qui concerns les autres droits 
d’enregistrement et les droits de timbre, 
pour les actes et les jugements postérieurs 
é l’entrée en Vigueur de la convention. 

2 Les dispositions de la convention 
conclue les 30 avril et 8 juin 1959 entre let 
Gouvemement frangais et le Gouverne- 
ment malgache en vue d’élimincr les dou- 
bles impositions et d’établir des régles 
d’assistance mutuelle . administrative pour 
l’imposition des revénus de capitaux mo- 
biliers sont abrogées a compter de l’en- 
trée en vigueur de la présente convention. 

ARTICLE 44 

La convention restera en vigueur pendant 
une durée indéfinie. 

Toutcfois, it partir‘ du Ier janvier 1965, 
chacun des gouvernements contractants 
peut notifier é. l’autre son intention de 
mettre fin 2‘). la présente convention, cette 
notification dcvant intervenir avant 1e 30 
juin de chaque année. En ce cas, 19. con- 
vention cessera dc s’appliquer '21 partir du 
Ier janvier de l’année suivant la date de la 
notification, étant entendu que les effcts en 
seront; limités: 
' 

En ce qui concerne l’irnposition des 
revenus, aux revenus acqujs ou mis en 
paiement clans l’année au cours de laquelle 
1a notification sera intervenue; 
En ce qui ~ concerne l’imposition des 

successions, aux successions ouvertes au 
plus tard le 31 décembre de ladite année; 
En ce qui concerns les autres droits d’én- 
registrement et les droits de timbre, aux 
actes et aux jugements intervenus au plus 
tard le 31 décembre dc ladite année. 
En foi de quoi les.soussignés, dfiment 

autorisés é cet efl'et, ont: signé Ia présente 
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convention, établie en deux excmplaires 
‘originaux.

’ 

Fair '21 Tananarive, 1e 29 Septembre 1962. 

Pour le Gouvernement dé la 
République frangaise: 
MARCEL GEY 

Pour 1e Gouvernement de la 
Républiqué malgache: 
PAUL LONGUET

~ 
PROTOCOLE 

Au moment dc procéder 51 la signature de 
la convention entre 

‘ 
1e Gouvernement 

frangais et le Gouvernement malgachc 
tendant £1 élirniner les doubles impositions 
et :21 établir des régles d’assistance mutuelle 
administrative en matiére fiscale, les pléni- 
potentiaires soussignés sont convenus ‘de 
la déclaration suivante: 

I. —-— L’expression «montant brut>>figu~ 
rant '21 l’article 26 de la convention doit 
's’entendre du montant des revenus im- 
posables avant déduction de l’impét 
auquel ils ont été soumis clans I’Etat de la 
source. ' 

II. — Pour l’application de l’article 

40 de la convention, sont considér‘ées 
cornme accord réalisé au sens de l’article 42 
les dispositions de la convention du 2 juin 
1960 relative aux relations entre le Trésor ' 

frangais et le Trésor malgache qui con— 
cernent le recouvrement des créances des 
Etats contractants. 

MARCEL GEY 
PAUL LONGUET



\ 

CONVENTION BETWEEN FRANCE AND MADAGA‘SCA'R, 

AMBASSADE DE FRANCE 
A MADAGASCAR 

T amnarive, le 14 mai 1965 
‘A Son Excellence M omieur le mini:- 

' 

tre deJ' aflairex e’tmflgérex de la 
République malgacbe. 

Monsieur le ministte, 
La convention fiscale entre la France et Madagas— 
car signée é Tananarive 1e 29 septembre 1962 
institue, ’comme vous le savez, dans ses articles 
3'8 5 4o dcs mesures d’assistance téciproque en vuc 
du recouvrement des impéts visés par la conven- 
tion, ainsi que de tous autres impéts ct taxes ct, 
d’une maniérc générale, des créances de toute 
nature des Etats contractants. 
En vue d’éviter que l’application dc tettq dis- , 

position entraine, dans certains cas, des difficultés 
dc procédure et afin de maintenir le climat de 
confiance qui régne entre les gouvememcnts de 
nos deux pays, j’ai l’honneur dc ptopo'ser é Votre 
Excellence d’admettre que lorsqu’un contribuable 
feta l’obiet dans un de nos deux Etats dc pout- 
suites en application des dispositions des articles 
38 a 40 susvisés en vue du reconvrement d’im- 
positions ou de créances dues dans l’autte Etat, 
il pourra dgmander aux autorités compétentes du 
premier Etat dc suspendre ces poursuites s’il est en 
mesure de faire valoix des titres de propriété 
concernant des bicns situés dans l’Etat 011 ont 
été établies les impositions ou une créance sur une 
collectivité publique ou para-publique dudit Etat._ 

Si cett: demandc, qui devm étrc appuyée des_ 
justifications nécessaires, apparait fondée, i1 sera 
Sursis £1 l’application des dispositions de l’article 
38. Les autorités compétcntes dc l’Etat requérant 

seront averties de cette décision et la demande 
sera soumise —- dans un délai de trois mois — 2‘1 
l’examen de la commission mixtc visée 2‘1 l’article 

41. Cette commission décideta si, et dans quelle 
meSui'e, 1e recouvrement forcé devra étre pour- 
suivi. 
D’une maniére plus générale, les contestations 

en matiége de recouvremcnt sexont cpnsidérées 
comme des difficultés d’application au sens de 
l’articlc 41 de la convention. 

Je vous semis trés obligé dc vouloir bien me 
fairs savoir si cetfe proposition rencontre l’agté- - 

ment de votre gouverrgement. 
cillez agréer, Monsieur le ministte, les assu— 

rances de ma trés haute considétation. 
‘ L’ambamadeur de Frame, 

MARCEL GEY 

MINISTERE 
DES AFFAIRES fiTRANGEREs 

Tananaxive, Is 14 mai 1965 

‘ A Son Excellence Momieur Marcel 
q, ambauadeur de France d 
Madagamzr. 

Monsieur l’ambassadeur, . 

Pat lettre en date de ce jbuzj, vous avez biEn voulu 
me faite savoir ce qui suit: ’ 

J’ai l’honneur de vous faire part de l’accord de 
mon gouvernement sur la proposition qui ptécéde. 

Veuillez agréer, Monsieur l’ambassadeur, Ics 
assurances de ma haute considétation. 

’ CALVIN TSIEBO. 
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ENGLISH SUMMARY OF THE MOST IMPORTANT ARTICLES 
TITLE I 

Article I Persons are defined to include all natural and legal persons and associations 
of natural persons not having legal personality. 

France is defined to include metropolitan France and the overseas departments of 
Guadaloupe, Guiana, Martinique and Réunion. 
Madagascar is defined to include the territories of the Malagasy Republic. 
Arm/e 2 The fiscal domicile of natural persons is determined by the place of perma- 

nent habitation (meaning the center of Vital interests) or, if there is no place of perma- 
nent habitation, by rules set out in Article 2 
The fiscal domicile of legal persons is the place of their statutory legal seat; that of 

associations of persons not having legal personality is the place of effective management. 
Article 3 The definition of “permanent establishment” is substantially equivalent to 

that of Article 4 OECD draft. However, the receipt of insurance premiums or the insur— 
ance of risks on the tenitory of a contracting state constitutes a permanent establishment 
therein. (Art. 3 

Also constituting a permanent establishment is a construction project, even if for a 
duration of less than one year. (Art. 3(a) (gg)). Moreover, a fixed place of business solely 
for the purpose of collecting information is not specifically included in the exclusionary 
language of Article 3(1)) (dd). Finally, a dependent agent may constitute a permanent 
establishment even if he does not have the authority to conclude contracts in the name 
of his principal. 

Article 4 Immovable property includes private law and usufruct rights pertaining 
thereto, excepting loans guaranteed by a mortgage on immovable property. 

For treaty purposes, property is immovable property if and only if the property is 
deemed immovable property by the law of the contracting state in which it is located. 

Article )- Non-discrimination is treated in a manner substantially equivalent to that 
of Article 24 OECD draft. . 

Article 6 Competent authorities are defined for France and Madagascar respectively 
as the Minister of Finance and Economic Affairs and the Minister of Finance, and their 
authorized xepresentatives. 

Article 7 Terms which the treaty does not: define are defined in a manner substantially 
equivalent to that of Article 3(2) OECD draft. 

TITLE II 
CHAPTER I 

Article 6’ Article 8(1), dealing with the scope of taxes covered by the treaty, is sub— 
stantially equivalent to Article 2(1), (2) OECD draft, except insofar as reference is made in 
the latter to taxes on capital, i.e., net worth taxes, which exist in neither of the treaty 
countries. 

Article 8(2) states the purposes of Articles 8-26, i.e., to eliminate double taxation. 
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Article 8(3) lists the actual taxes to which this chapter applies: 
in the case of France v

V 

a L’irnpét sur le revenu des personnes physiques; 
.b La taxe complémentaire; V

> 

c L’impét sur les bénéfices des sociétés et autres personnes morales; ‘

I 
in the case of Madagascar 

:1 L’impét cédulairc sur les be’néfices divers; 
b L’impét sur le revenu des capitaux mobiliers; 
c L’impét général sur le revenu. 
Article 8(4) Future taxes analogous to taxes covered by the treaty are to be treated in 

a manner substantially identical to that of Article 2(4) OECD draft.
' 

Article 8(5) In the event that fiscal legislation of one of the contracting states sub— 
stantially affects the nature or character of the above stated taxes, the competent authori- 
ties will undertake to determine necessary adjustments to be incorporated in the present 
treaty. 

Article 9 Income from immovable property is treated in a manner substantially 
equivalent to that of Article 6(1) OECD draft. 

Article 10 Article 10(1), (2), (3) Business income is treated in a manner substantially 
equivalent to that of Article 8(1), (2), (3) OECD draft. 

Article 10(4) When it is otherwise impossible to allocate the income of an enterprise, 
such an allocation may be hand on the basis of the world-wide turnover relative to that 
effected in the respective contracting states. . 

A‘rlitle II Associated enterprises are treated in a manner substantiamygequivalent 
to that of Article 9 OECD draft. 

Article 12 ProfitS'from the operation of ships or aircraft in international traffic are 
taxable only in the contracting state in which the fiscal domicile of the enterprise is 
located. 

Article 13 Except as otherwise provided by Articles 15-17, dividends interest and 
similar payments by a corporation or other public or private association of persons are 
taxable in the state in which the payor has its fiscal domicile. 

Article 14-17 Contain special and elaborate rules designed to avoid evasion of tax 
between related enterprises and to avoid double taxation where a dividend tax or other 
similar tax (e.g. French quotité imposable) to which article 13 applies is imposed. 
Arm/e 16’ Directors’ fees and similar payments are taxable in the contracting state in 

which the enterprise’s fiscal domicile is located except as otherwise directed by Articles 
22 and 23 (insofar as they concern payments received in a capacity other than that 
contemplated by the present article.) 

If the enterprise of one contracting state has one or more permanent establishments 
in the Other contracting state, the director’s fees are to be taxed in the manner specified 
by Articles I 5-17. 
‘ 

Article 19 Interest and similar payments are taxable in the state in which the fiscal 
V 

domicile of the lender is located, each contracting state nevertheless reserving the right 
to subject such payments to withholding tax at sourée if its national law so provides. 

If a domiciliary of one contracting state has one or more permanent establishments in 
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' the other contracting state then interest income relating thereto is to be taxed in the 
manner specified by Article IO. 

Article 20 Mining royalties and similar payments are taxable only in the contracting 
state in which the mines, etc. are located. 

Copyright, patent, trademark, know—how and similar royalties, film rentals, and 
rentals of commercial, industrial or scientific equipment (to the extent they do not 
exceed the intrinsic value of the rights to which they relate) are taxable only in the 
contracting state in which the person receiving the royalties has his fiscal domicile. 
However, all royalties attributable to a permanent establishment or fixed place of 

business for the practice of a liberal profession or other independent activity are taxable 
' in the contracting state in which the permanent establishment or fixed place of business 

is located. 
Article 21 Pensions and annuities may be taxed only in the contracting state in which 

fiscal domicile of the beneficiary is located. 
\ Article 22 Except Where otherwise provided in other articles of the present treaty 

salaries, wages and other employment income is treated in a manner substantially equi— 
valent to that of Article 15 OECD draft. 

Article 23 Income from the ‘exercise of a liberal profession or similar independent 
activities is treated in a manner substantially equivalent to that of Article 14 OECD draft. 

Artzfle 24 Payments to a student or apprentice solely for the purpose of his education 
or training are treated in a manner substantially equivalent to that of Article 20 OECD 
draft.

I 

Article 2 )' Income other than that specified in the treaty (unless attributable to a 
permanent establishment in the other contracting state) is taxable only in the contracting 
state in which the fiscal domicile of the recipient is located. 

Article 26 Double taxation is to be eliminated in the following manner: 
‘ Neither contracting state may impose tax on income which is taxable exclusively in 
1 

the other contracting state, each state reserving the right to include such income in the 
‘ 

computation of tax rates according to national law, thus preserving progressive rate 
structures. » 

; 

V 
On income referred to in Articles I 3, I 5, 18 and 19, receivad by a French domiciliary 

and having its source in Madagascar, Madagascar may impose only the tax on income 
from movable capital. In the reciprocal situation France may impose only the Withholding 
tax on income from movable capital. 

Interest and income 'from movable capital to which Articles 15, 15, 18 and 19 apply, 
received by a French domiciliary and having its source in Madagascar, must be included 
in its gross amount in the tax base of the French taxes included in Article 8(3) except 
Where the following dispositions otherwise provide: 

The usual French Withholding tax on income from foreign movable property will 
not be levied on Madagascar source income to which Articles I 3, 15 and 18 apply and 
on which the Madagascar tax on movable capital has been levied. Nevertheless, a 
credit against French tax imposed on such income shall be granted as if the usual 
Withholding tax had been imposed. 

Madagascar source interest to which Article 19 applies and on which the Madagascar 
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r 

tax’on movable capital has been levied, is taxable in France. However, a credit of 12 
percent of such income must be allowed against the tax imposed. 

Interest and income from movable capital to which Articles I 3, I 5 , I 8 and 19 apply, 
received by a domiciliary of Madagascar and having its source in France, may be sub— 
jected by Madagascar only to the; general income tax. 

CH APTER II 
Artide: 27-34 include provisions concerning succession duties and similar taxes. 

CHAPTER III '
‘ 

Article: 3f-36 include provisions concerning registration fees and stamp duties. 

TITLE III 
Arm/e 37 Thé provision dealing with the exchange of information is substantially 

equivalent-to that of Article 26 OECD draft. 
Article: 38-40 provide for mutual assistance in the collection process. 

TITLE IV 
I 

I

' 

Article: 41-42 dealing with a mutual agreement procedure are substantially equivalent 
to Article 25 OECD draft. 

‘ ‘ 

Article: 45-44 concern respectively the entry into force and termination of the treaty.
» 
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YOUR 
SERVICE 
Prentice-Hall, Inc. is the largest organization in the world 

.thdt is engaged in the dissemination of information on 
taxation, government regulation, and business conditions. 
Justa sampling of the subjects covered in P—H publications is 

shown in the following listing: 

I: Anti-Discrimination 
Acts 
Arbitration 
Capital adiuStments 
Charitable trusts 
Clayton Act 
Closed shop 
Collective bargaining 
Corporation laws 
Disclosure laws 
Doing business 

Estate planning 
Excess profits taxes 

El Excise taxes 

DEIUDDDDDEIEIEIEI 

Employee benefit plans 

EIEIEIEIEIEIEII'JEIEIEIEIEIEI 

El 

Federal taxes 
Franchise taxes 
Government contracts 
Inheritance taxes 
Installment selling 
Labor relations 
Oil and gas taxes 
Payroll taxes 
Pensions 
Personnel relations 
Profit sharing 
Property taxes 
Public utilities taxes 
Retirement plans 
Robinson-Patman Act 

DUDE! 

DUDDEIEIEIDDD 

Sales taxes 
Securities regulation 
SBIC 
Social Security 
State taxes 
Stock rights 
Stock transfer taxes 
Taft-Hartley Act 
Trusts 
Unemployment 
insurance 
Union contracts 
Wage and hour laws 
Wagner Act 
Wils 

_ 
To obtain information, without obligation, on the publication 
covering the field of your interest, address Department 3. I41 
(SD). We will be glad to be of service to you.

/ 

PRENTICE-HALL, Inc. 
ENGLEWOOD CLIFFS, NEW JERSEY 
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CON PARTICIPAZIONI STATUNITENSI 
AL CAPITALE; La documentazione fiscale 

‘ 
del “Tax credit” da produrre in U.S.A. per il 
ricupero dellc imposte pagate in Italia sugli 
utile assegnati ai soci statunitensi, by Dr. Wal- 
ther AltIiJi. 
Published by Edizioni dcl Centre Italiano per 10 
Studio del Diritto Tributario Comparato, 
Milano, October 1965, 126 pp. 
Treatise on the taxation of U.S. corporate 

shareholders of an Italian corporation and the 
formalities necessary for the application of the 
tax treaty provisions with respect to the reduction 
of the Italian Withholding tax. The first part of 
this bodk discusses the American tax credit; the 
second part considers the Italian taxation of 
dividends paid by an Italian corporation to U.S. 
shareholders, according to the tax treaty provi- 
sions; and the third part mentions the formalities 
to be con'ipiled With in the U.S. to enjoy the tax 
credit. 
The articles of the U.S. Revenue Code on tax 
credit, the articles in the Italian Testo Unico on 

unilateral measures to avoid double taxation, the 
tax treaty Italy-U.S.A. and the Italian Ruling on 
taxation of dividends paid to U.S. shareholders are 
reproduced in an appendix. 

LUXEMBOURG 
CODE FISCAL LUXEMBOURGEOIS, les vo- 
lumes 5 st 521; Impéts indirects de l’état pergus 
par l’administtation dc l’enregistremenf, by 
Sinner, ]. Luxembourg. Editions Armand Peifler, 
1965. Loose—leaf edition. 
By the publication of the fifth volume (in two 

parts due to its size), the series’ fiscal code of 
Luxembourg, is rendered completed. This unique 
handbook on Luxembourg taxation reproduces 

> 

the text of the respective tax acts, the decrees and 
the regulations thereto. In addition it contains 
alphabetical indices on the subjects dealt with and 
systematica‘l indices on the outline of the law under 
discu'ssion. Volume 5 contains the taxes on the 

- transfer of goods Le. the registration duties, the 
estate duties, the ’stamp duties, the dutles on 
mortgage contracts and the taxation on holding 
companies. Volume 521 surveys the turnover tax; 
turnover tax on imports; tax refunds on export; 
tax on transportation; and tax on insurance con- 
tracts. 

NETHERLANDS 
MODELLEN VOOR DE RECHTSPRAKTIJK, 
by Melis, Slagter, Van Roimm du Cbattel, Van 
Soul, Sclzollen, Ltgvlen. Deventer, N.V. Uit- 
geversmij. Kluwer, 1960. Loose-leaf in two 
volumes. 
Standard forms of applications, deeds, summons 

contracts and other important documents in 
the field of civil law, procedure, commercial law 
and tax law. These two loose—leaf volumes are 
essential for persons engaged in the practice of 
Dutch law. 

NEW ZEALAND 
A GUIDE TO NEW ZEALAND INCOME 
TAX PRACTICE 1964-65, by Staples, C .A. 
Wellington, 54 The Terrace, Sweet 8: Maxwell 
(N.Z.) Ltd. 1965. pp. 489. 
This is a comprehensive guide to New Zealand 

income tax law, organized by key-words that are 
sufficiently obvious to enable even a relative 
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novice to find his way. Those readers who may 
have difficulty with the organization can adequate- 
ly find their way by means of the comptehensive 
index. 

SOUTH AFRICA 
A GUIDE TO BUSINESS EXPANSION IN 
SOUTH AFRICA. London, the Standard. 
Bank Ltd, 1965. pp. 62. Loose-leaf. 
The editors have prepared this handbook in the 

hope that its information will be of assistance to 
those Wishing to extend their business aétivities to 
the Republic of South Africa. Although all the 
va1ious aspects of doing business Within the 
Republic could not be exhaustively treated, the 
subject matter relating‘ to the formation of 
companies, taxation, license fees, and duties has 
been covered in some detail. 

SWITZERLAND 
DER GENUSSSCHEIN UND SEINE BE- 
STEUERUNG — DIE ABGABEPFLICHT 
NACH SCHWEIZERISCHEN WEHRSTEU- 
ERRECHT. Dr Michel Loui: ‘Calalan. Verlag 
Paul Haupt, Bern. 1964“ 268 pp. 
A scientific and practical study of the legal and 

tax problems relating to “jouissance” rights and 
an illustration of how “iouissance” rights can be 
used for financing and reorganizing an enterprise. 
An extensive bibliography is included. 

U. S. A. 
LA PRATICA DELLE DOCUMENTA‘ZIONI 
FISCALI NELLE SOCIETA AZIONARIE 
CON PARTICIPAZIONI STATUNITENSI 
AL CAPITALE, by Dr. Walt/yer Ali/iii. For 
review, see under Italy, page 481. 
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BELGIUM 
Hand/aiding der Inkomxlenbelaytingen; 
release no 9: Excelsior — Brussels. 
Doéumentatie Vandewincke/e; 
releases nos 261-262: Vandcwinckele — Brugge. 
Guide Film] Permanent; 
releases nos 264-265 : Ed. Viobuto — Bruxelles. 

CANADA 
Canada Tax Service Releam: 
release no 180: R. de Boo — Toronto. 

FRANCE 
Bulletin de Documentation Pratique 4e: I mpfits Di- 
rect: et de: Droitr d’Enregixtrement; 
release no 7: Lefebvre — Paris. 
Dittionnaire Final Perménent Feuillelx; 
release no 66: Ed Législatives et Administratives — 
Paris. 

Fina/ile' de l’Afrique Naire; 
releases nos 18-20: Ed. S.O.M. —- Paris. 
Impfit; et Sotie’téx,‘ 
release no juin 1965: Seteca — Paris. 

GERMANY 
Handbm'b Einfubrnebenabgaben; 
release no 6: Linnepe — Hagen. 
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Kommenlar Gewerbexteztergesetz; 
release no 16: O. Schmidt — Kéln/Mariénburg. 

NETHERLANDS 
Belaxtingwetgeflingxerie; 
Bieracciins, release no I : Noorduyn & Zn. — 
Gorinchem. 
Belaxtingbeubouwingen; 
release no 13: Samsom —- Alphen a/d Rijn. 
Fed loxhladz'gfixmal weekblad; 
releases nos 1004-1010: FED—Amsterdam. 
Fez/1’1 lomhladige finale wetten; 
releases no 927: FED — Amsterdam. 
Fed’s/51mg] regixter; 
release no 3: FED — Amsterdam. 

. Fed’; fixmal repertorium; 
releases nos 3-4: FED — Amsterdam. 
De Cemeentelflee Belaslingen} 
releases nos 62-64: Vuga Boekerij — Arnhem. 
Handboek your de EEG Verdragxtekxten en aun- 
veru/ante :tukkm; 
release no 14: Kluwer — Deventer. 
Handbaek voor de EEG .' T arieflg'xten voor de EEG; 
releases nos 39-41: Kluwer/Deventer — Samsom/ 
Alphen a/d Rijn.
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Handhoek In- on Uituoer: Belaxtingbqffing by I'm/oer 
releases nos 51-5 2: Kluwet — Deventer. 
K/uu/er’: Tarievmhoek; 
release no 46: Kluwer — Deventer. 
Temggaafuan Omzetbe/qxling by Uitmer; 
releases nos I6o-IGI: Samsom — Alphen a/d Rijn. 
Vadememm war In- en Uitvaer; 
releases nos 314-316: Kluwer 7 Deventer/Samsom

I 

— Alphen a/d Rijn. ' 

De VakJ'ludie — I nkomslenbe/mting; 
release no 80 Kluwer — Deventer. 

1 De Vakmtdie — Motorry'tmgefz Belaxtingwel; 
release, no 19: Kluwef— Deventer. 
De Vakxzudie — Omzetbelasling; 
releases nos 44-45 : Kluwer — Deventer. 
De Vakitmz’ie — Wet op de Inkomxtenbelaxtmg; 

. 
release no 7: Kluwer — Deventer. 

De Vakgtudie — We! op de Laonbe/wling; 
releases, nos 4-6: Kluwer — Deventcr. 

T U R K EY 
Tfirk Argfix Ajam'i,‘ 
relcases nos 343 2—3469: La Législation Turque — 
Istgnbul. 

r U.S.A. 
Federal T axe: Report Bulletin,- 
releases nos 29-34: Prentice Hall — Englewood 
Cliffs. 

' ' 

Federal T axe: Report Bulletin Trealiex; 
releases nos 7—8: Prentice Hall — Englewood Cliffs. 
Federal Tax Guide Repartx;

. 

releases nos 42-49: Commerce Clearing House — 
New York. 

tion contained is kept up to date. 

In. 
ty and BBC); 

Iv. 
(unilateral and treaty relief provisions). 

GUIDES TO EUROPEAN I 

TAXATION 
Volume I: Taxation of Patent Royalties, Dividends, Interest in Europe 
This loose-leaf volume gives every tax (with basis and rates) levied on intercorporatc patent 
royalties, dividends and interest as each type of income flows from one European country 
to another, and to the United States and Canada. Supplied in a compact binder, this publica- 
tion is clearly laid out for quick reference. Supplements (sent airmail) ensure that the informa- 

Valume II : Corporate Taxation in the Common Market 
This volume. by Dr. Albert J. Rfidler, consists of four main sections: 
1. Surveys of corporate taxation in each of the EEC. countries; 
II. Transnational analysis of similarities and differences in national tax laws (corporate tax 

structure; tax liability; computation of profits; rates; etc); ‘ 

Tax provisions in the European integration treaties (i.e., Benelux, Coal and Steel Commi- 

Pre‘sent international tax law in E.E.C. countries and its influence on harmonization 

INTERNATIONAL BUREAU op FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATI'STRAAT 124, AMSTERDAM (c) — NETHEMJANDS 

including binder. 35 3o 
mpp/ement Service by airmail for 196; $ 1 5 

including binder 5 25 
.mpplement Service 17] airmail for 19 6; $ 15 
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RESUME DES PRINCIPALES CHARGES DOUANIERES 
I FISCALES, PARAFISCALES ET SOCIALES 

AEXISTANT EN REPUBLIQUE DU SENEGAL AU 1.10.1965 
by 

_ 

c. BARDIN* 

A) DROITS DE DOUANE PROPREMENT DITS 
Une convention d’Union Douaniére entre la Céte d’Ivoire, le Dahomey, 1a Haute-Volta, 
la Mauritanie, 1e Niger, le Sénégal et le Mali est en vigueur entre ces états depuis 1e 9 
1959; aucun droif fiscal ou douanier'ne doit étre établi' sur les éghanges entre ces états. 
Cette Convention est cependant pen '21 pan vidée de son contenu par les décisions unila— - 

térales des pays membres, mais i1 convient de souligner que la République du Sénégal 
est‘le pays qui applique le plus'scrupuleusement les décisions de l’Union Douaniére. 

Ils sont applicables seulement aux marchandises d’origine étrangéres. Les taux des 
droits variant suivant les pays: ' 

I 
'

- 

— tarif général (triple du tarif minimum) applicable aux marchandises originaires d’un 
certain nombte de pays (Argentine, Bulgarie, Bolivie, Maroc, Portugal . . 

g — tarif minimum (entre 0 et 25%) applicable aux marchandises originaires de pays ayanf 
passé des conventions avec la France (Brésil, U.S.A., Danemark, U.R.S.S., Grande 

— Bretfigne). 
~ tarif minimum réduit de 40% pour les' marchandises originaires des pays du Marché 
Commun et des pays non européens teIs que le Congo. ‘ 

— exonétation: certaines marchandises, notamment Icelles originaites de la zone franc et 
transportées en droiture, ainsi que celles originaires de la C.E.E.

I 

Ces droits rcssortent des tarifs publiés par l’Administration des Douanes dont 1a 
derniére édition a été efl'ectuée en 1962. Ces tarifs regoivent au fur et :31 mesure les modi— 
fications rendues applicables au Se’négal, résultant des divcrses décisions de I’U.D.A.O. 

B) DROIT FISCAL D’ENTREE & DE SORTIE 
D’un taux variant entre 0 et 30% il est calculé sur la valeur mercu'riale ou sur la valeur 
d’achat augmenté des frais nécessaires £1 l’importation. Ce droit est fixé par la «tarif» ci— 
dessus mentionné.- 

C) T.F.R.T.T. v v 

La taxe forfaitaire représentative de la taxe sur les transactions dont les taux d’usage 
variant de 2 '21 30% selon 1a nature dcs produits et qui est calculée sur la valeur mercuriale' 

*) Fiduciaire France - Afrique - Sénégal, Dakar 

_ 
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TAXES AND SOCIAL'CHARGES IN SENEGAL_ 

ou la valeur retenue pour la perception du droit fiscal majorée du montant des droits, de 
la taxe dc statistique et de la TFRTT ellc—méme‘. 
D)‘ TAXE DE s’rISTIQUE - - ' - -

. 

Elle est de 2% de la valeur des produits ou marchandises, certains produitsbénéficiant 
de l’exonération. - 

Sont notamment exonérés de la taxe dc statistique: 
— lcs bagages des voyagcurs, . . 

les marchandises reconnues impropres 51a consommation,
I 

— 1e poisson frais et salé débarqué des bateaux immatriculés en Afrique Noire d’expres- 
sion frangaise.

' 

I 
Le: draft: ei fax“ éfluméré: en A, B, C of D .rontperfmpar le Sen/I'M dex Douane: 
IMPOT MINIMUM FORFAITAIRE SUR LES SOCIETES 

De_ créat'ion‘ récente (Loi n° 60-050 du 31 Décembre 1960) modifié 51 trois reprises 
(décréts 61-104 du 8 Mars 1961 et 61-417 du 2 Novembre 1961 et Loi 62-06 du 27 Janvier 
196 3) cet impét couramment appelé I.M.F. est en réalité un acompte sur l’impét B.I.C. 
des sociétés. . ‘ 

Cet I.M.F. d’un montant dc 300.000 Francs CFA par an doit étre acquitté spontané- 
ment avant le 15 Mars dc chaque année it 19. caisse du Payeur Principal 011 Percepteur 
compétent par toute société passible des B.I.C., '21 l’exception notamment: 
— des sociétés immobiliéres dont l’actif immobilier est composé um'quement de logemem‘: 

loué: mu, 1 

-— des sociétés dissoutes ct ayant cessé toute activité antérieurement au Ier Janvier de 
l’année’d’imposition, v 

- des sociétés ou personnes morales non soumises aux B.I.C. 
Le montant est doublé 10que la société n’a pas aéquitté spontanément l’impét avant , 

le 15 VMars. 
Cet I.M.F. de 300.000 Francs CFA est imputé sur l’impét B.I.C. dfi au titre de la 

méme année, mais lorsque le montant dc cct impét B.I.C. est inférieur é l’I.M.F., cc 
dernier demeure acquis au Trésor. Cependant, lorsque la moyenhe dcs impéts B.I.C. 
pour l’année courante et l’année précédente est supérieurc '21 l’I.M.F. dé l’année 
courante, 1a diflérence est imputée sur l’I.M.F. de l’année suivante. 

Ainsi pent—on conclure que l’I.M.F. ne constitue une charge véritable que dans la 
mesure of; l’impét B.I.C. es_t inférieur é 500.000 Francs CFA.

v 

F) IMPOT SUR LES 13.1. c. 
11 s’agit d’un impét annuel sur les bénéfices des professions industrielles, commerciales ct 
artisanalcs, réalisés au Sénégal par des personnes physiques ou morales et notamment: 
— par toutes les sociétés it responsabilité limitée, 
— par toutes les sociétés dont 1:: capital est divisé en actions (sociétés an’onymes), 
— par les personnes physiques ou sociétés qui donnent en location un établissement in- 

dustrial on commercial muni du mobilier ou du matériel nécessaireé son exploitation, 
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que la location comprenne on non, tout ou pattie des éléments incorporels du fonds de 
commerce ou d’industric. V 

«L’impét est établi chaque année sur les bénéfices'obtenus pendant l’annéc précédente 
ou dans la période dc douze mois dont les résultats ont servi é. l’établissement du dcrnier 
bilan lorsquc cette période he coincide'pas avec l’année civile» (article 5 du Code des 
Impéts Directs). ‘ I 

Ainsi, soit uné entreprise ayant un bilan dressé le 31 Décembre dc chaquc année, 
l’impét B.I.C; sera calculé sur le bénéficc obtenu l’année, précédente, soit une entreprisc 
ayant un bilan dressé lé 31 Janvier de chaque année, l’impét B.I.C. 1966 sera calculé 
sur les bénéficcs obtenus au bilan dressé le 31 Janvier 1965,1’imp6t B.I.C. 1967 sera cal- 
culé sur le bilan‘dressé le 31 Janvier 1966, etc .

' 

Le bénéfice imposable’ ést le bénéfice net «lequel est constitué par la difi'érence entre les 
valeur's dc l’actif net 5. la cléture ct :31 l’ouverture de la période doht les résultats doivcnt 
servir dc base '21 l’impét diminuée des sfipplé’ments d’apport et augmentéc des pféléVeé 
ments effectués au cours de cette périodc par l’exploitant (personne physique) ou par les 
associés (personne morale). L’actif net s’entend dc l’excédent des Valeurs d’actif sur 16 
total formé au passif par les créapces des tiers, les amortisscments etvles provisions 
justifiés»'(articlc 6 du Code des Impéts Directs). '

‘ 

Il apparait immédjtament que la notion fiscalc dc bénéfice net est étroitemcnt liée 2‘1 

des notions comptables et sans entrer dans le détail, il nous semble opportun de donnet ‘ 

quelques précisidns terminologiques: Actif: ce qu’a l’cntrcprise —- bicns mobiliers 
' ou immobiliers; disponibilités, créances sur les clients, etc . . . Passif: ce'que doit l’enfre- 
prise — dettes aux fournisseurs ct aux préteurs, capital appartenant aux associés.

_ 

Le be’néfice net est établi sous déduction dc toutcs charges adrnises par, le fisc et qui 
comprennent not‘ammcnt: ' 

a) Les frais généraux dc route nature, les dépenSes de personnel, dc main d’oeuvre, le 
lo'yer dcs immeubles et des fonds de commerce dont l’cntreprisc est locataire, les charges 
financiéres (intéréts dcs emprunts, dcs découverts bancairgs, etc . . .). Cependant, en ce 
qui concerns Ces charges financiéres, les intéréts des sommcs versées par les associés dans 
la caisse de'leur société ne seront considérés comme des charges que dans la mesure 0121 
leur taux ne sera pas supétieur de plus de 2% 5. celui pratiqué par la Banque Centrale des 
Etats dc I’Ouest‘ Africain; en outre, si les associés sont des sociétés, les intéréts des som- 
mes vcrsécs seront des charges dans la mcsure 01‘1 ces sommes ne dépasseront pas le 
capital _dc chaque‘ société intéres sée. , 

'- 

b) Les amortisscments récllement eflectués par l’entrcprise dans la limits de ceux admis 
pour chaquelnature d’exploitation. Les taux d’amottissements usuels sont compris entre 
5% (immeublcs) et 2 5 % (véhicules). 11 y a lied de noter: 
-— que certains éléments d’actif ne sont pas Vsusceptibles d’amortissements: terrains et 

éléments incorpoiels dc fonds de commerce, notamment; _ 

-— que si.un exegcicc est déficitaire, les amortissements afl'érents :3. cet exercice pepvcnf 
étre difi'érés, mais doivent étre alqrs effectués lors du premier exercice bénéficiaire qui 
Sult. 

6) Les impéts 51 la charge de l’cntreprisc mis en recouvremcnt au cours de l’cxercice, 2‘1 
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l’exception de l’impét B.I.C. etde 1a cohtribution fonciére des propriétés bitics afl’érente 
aux immeubles lui appartenant.

l 

(1) Les provisions constituées en vue de faire face 2‘1 des pertcs on charges nettcrnent 
précisées et que les événements en cours rendent probables. ‘ 

Des provisions pour le rcnouvellement du matériel peuvent égalcment étre constituées; 
elles ont pour but d’éviter les conséquences de la hausse des prix du matéricl, et les 
modalités de calcul de ces provisions sont complexes ct nous n’cntrerons pas dans le 
détail de ce calcul. 
Le bénéfice imposable est obtenu en déduisant du bénéfice net total: 
a) le revenu d’aprés lequel les immeubles dont l’cntrcprise est propriétaire et qui font 

partie de son actif sont soumis it 121 contribution fonciére des propriétés, [marque m‘ 
camiruttiom bénéfitieflt d’zme exeinption do contribution fomz'ére 1e reverm net (3 de’a’uz're ext e’value’ 
mil/ant 1e: rég/ex app/imb/e: en la matiére (cf plus loin Contribution F onciére) 

b) le revcnu net des valeurs et titres (actions, parts) figurant é l’actif de l’entreprisc 
ayant déjiz supporté l’impét de distribution (I.R.V.M.) en France et dans les territoires dc 
l’ex-Union Frangaise ou exonérés dc cet impét dans la limite de 70% on 90% de ce reve— 
nu net, selon que l’entreprise a plus ou moins de la moitié de son capital constitué par des 
valeurs ou titres. Ainsi, soit une société «A» dont 1e capital est dc 1.000.000 de francs 
CFA, cette société «A» posséde 300.000 francs CFA d’actions d’une entreprisc «B», la 
société «A» a encaissé 100.000 francs CFA de dividendes net qui a supporté l’impét en 
France on an Sénégal, ou bien en a été exonéré: la société «A» ne sera taxable aux B.I.C. 
que sur 10.000 francs CFA (10% du revenu net). ’ 

Il convicnt de note: que me sont pas déductibles du bénéfice taxable: 
a) les amende‘s et pénalités fiscales et celles se rapportant é des infractions :1 la législa— 

tion des prix, des changes des douancs. 
b) le salaire et les indemnités versées aux Administrateurs d’une société, dans la 

mesure oil ils ne correspondent pas é um travail efi'cctif et 01‘; ils sont exagérés, ne sont 
pas admis comme des charges et réintégrés au bénéfice taxable. S’agissant d’un probléme 
dc pur fait, il est malaisé de dormer des critéres ‘valables et chaque cas particulier méritc 
examen en fonction de ses conditions particuliéres. ' 

Nous avons cstimé utile de vous signaler rapidement lc régime d’imposition B.I.C. 
des plus-values. 

Il faut entendre par plus—value la diEérencc entre la valeur dc vente d’un bicn et la 
valeur pour laquelle il figure an bilan dc la société. Le régime d’imposition est le suixfant: 

a) 'la plus-value dc ventc est taxée, ' 

[2) la plus—value n’est pas taxée si l’entreprise prend l’engagement de la réinvestir au 
Sénégal en immobilisations dans un de’lai de 3 ans de la cléture de l’cxcrcice au couxs 
duquel la plus value a été constatée. Le réinvestissement doit étre égal 5.: plus—value .+ 
prix dc revient dc l’élément cédé. 

a) la plus—value a été réalisée é l’occasion d’une cession partielle ou totale de I’entre— 
prise ou '21 l’occasion de la cessation de l’entreprise: 
— la plus-value est taxable pour moitié seulcment de son montant lorsque la cession est 

réalisée 5 annécs au plus aprés 1e début dc l’exploitation, 
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— la plus-value est taxable au tiers seulement de son montant lorsque 1a cession est 
réalisée plus de 5 années aprés 1a création de l’exploitation. /

, 

(I) la plus-value si elle dépasse 100.000 Francs CFA et provient de la vente par un 
associé de ses droits sociaux (actions, parts ...) est taxée au tiers de son montant £1 l’impét 
B.I.C. exclmiuement lorsque l’associé a exercé au cours des cinq derniéres années des 
fonctions d’Administrateur ct lorsque ses droits aux, bénéfices ont dépassé 2 5% de ces 
bénéfices au cours de la méme période (cf article 8 et 53 bis du Code des‘ Impéts Directs). 

L’impét B.I.C. est établi suivant le systéme du forfait ou cclui du bénéfice réel. 
*Le systéme du forfait est réservé aux personncs physiques dont le chiffre d’affaires 

annuel n’excéde pas zo.ooo.ooo dc francs CFA. ' 

Le systéme du bénéfice récl est obligatoire pour les sociétés. 
Dans ce systéme, et avant 16 1st Avril de chaque année, la société doit déposer £1 

l’Inspecteur dcs Contributions dont clle dépcnd,vles pieces suivantes: 
—- le bilan del’exercice clos au cours de l’annéc civile précédente, . 

— les résumés de ses comptes d’exploitation et compte de pertes ct profits, 
—— liste détaillée des frais généraux par catégorie, ‘ 

— un tableau des amortissements effectués sur les divers éléments d’actif, 
- le relevé détaillé des provisions, 
- une déclaration' faisant ressortir le bénéfice taxable et divers autres renseignements, 

souscrite sur un imprimé foumi par 1’Admini_stration. .
‘ 

L’Inspecteur vérifie les déclarations, cntend les intéressés lorsqu’il} l’estime utile ct 
calcule l’impét suivant des taux variables suivant qu’il s’agit d’une exploitation indivie 
duelle (pctsonne physique): de Io}; 20% sclon les tranches dc bénéfice, ou d’unc société : 

talix unique de 25%. '
. 

La loi fiscale prévoit diverses modalités dc contréle dans le détail desquelles i1 n’est 
pas de notre propos d’cntrer. ’ 

Signalqns qu’en cas de cession ou de cessation d’activité, l’impét B.I.C. dfi £1 taison des 
bénéfices qui n’ont pas encore été taxés, est immédiatement établi;

‘ 

11 y a lieu également dc noter que des dispositions fiscales favorablcs soht prévfies 
pour les sociétés qui investissent leurs bénéfices au Sénégal, dans les conditions sché— 
matisées suivantes: 

' 

'

' 

—- le programme d’investissemcnt doit avoir été admis par l’Administration fiscalc, » 

-— i1 pourra étrc déduit du bénéfice taxable au plus 50% des dépenses d’investiséemept, 
dans la mcsure ofi i1 n’cst pas déduit plus de 50% du bénéficc (cf article 54 27158 du 
Code des Impéts Directs). ‘ 

Lorsquel’Inspecteux a dressé les réles d’imposition, il les transmct au 'Percepteur 
compétcnt qui adresse aux contribuables un {<avertissement» fixant la somme due qui 
doit étrc‘ versée avant l’cxpiration d’un délai de trois mois '21 compter dc la mise en recou- 
vrement ; faute dc quoi, des majorations sont dues. _ 

~

. 

Enfin, il faut note: quc I’Administration dispose d’un délai équivalent it quatre ans 
pour reprendre les erfcurs ou omissions. 

G) CONTRIBUTION FONCIERE DES PROPRIETES BATIES (c.F.p.B.') 
La contribution fonciérc des propriétés béties (C.F.P.B.) est due par les propriétaires, au ' 
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xer ’Janvier de l’année d’imposition, dc .tous‘ immeubles construits ct fixés au sol a 
demeutc, ainsi que des terrains employés é usage commercial ou industrieL 

. . La C. F. P.B. est réglée au tank dc 10% sur le revenu net. , . 

Le rcvenu net est fixé 5. 60% de la valeur locative pour les maisons et 5. 50% de la 
méme valcu‘r pour les usines et locaux professionnels. 
La valeur locative annuelle est déterminéc de la maniére suivante: 

— au vu du ou des contrats de location afi'étents aux immeubles imposés; 
— é défaut par comparaison, r 

e '21 de’faut par voie d’appréciation directe: pour les bitiments £1 usage professionnel il est 
retenu 10% £1 50% du prix dc revient; pour les bitiments é usage d’habitation il est 
retenu 8% 2‘1 60% du prix de revient. - 

Enfin, il faut signaler l’existence dc remises ct modérations de la C. F.»P.B. pour pertes 
de revenus prévues £1 Particle 1 3 du Code relatif a cette contribution; par perte de revenu; 
16 Code envisage la vacahce ou le chémage totaux ou particls indépendants de la volonté 
du propriétaire et d’une durée de Six mois cbnsécutifs aumoins. ' 

H) \CONTRIBUTVIONHF'ONCIERE DES PROPRIETES NON BATIES' (C.F.P.N.B.) 
La contribution fonciére des propriétés non bities (C.F.P.N.B.) est due par les proprié- 
tajres, au Ier anvier dc l’année d’imposition, dc terrains nus. 

Elle est d’u‘n taux de 3% calculé sur la valeur'vénale du terrain. 
En sont cxemptés les-terrains nus utilisés par les commergants pour' l’cxploitation 

normale ct rationnelle de leur commerce, ainsi que les terrains formant dépendances 
immédiates des immeubles construits et de‘stinés '21 l’habitation. 

I) TAKE DE MAINMORTE “ 

Elle est due par les personnes morales ct elle est égalc '21 la moitié des C.F.P.B. ct 
C.F.P.N.B. supportées par la personne morale; pergue en méme temps que cesv contri— 
butions, elle suit lcur sort. 

’
' 

J) COVNTRIBUTI‘ON DES PATENTES
_ 

Toute personne physique ou morale qui exetcc d’une fagon habituefle au'Sénégal un 
commerce, unc industrie ou une profession non exemptée, est assujcttie 51 la contribution 
des patentes. 

> 

. 
r 

V 

- 

‘ 
I 

. 

I

. 

La contribution dcs patehtes se Compose d’un droit fixe cf d’fin dxoit proportibnnel: 

a) Droiffixe 2‘
_ 

Il est variable suivant la nature du commerce, de l’industrie ou dc la profession. Les 
tableaux énumérant ces droits fixes _sont trop importants pour étre détaillés i‘ci. 

. 11 y a lieu dc noter quele patentable qui dans le méme établissement exerce plusieurs 
commerces, industries ou professibns, ne peut étre soumis qu’é un _seu1 droit fixe: le 
plus élevé. Par contre, si les commerces sont exercés dans des établissements distincts, les 
droits fixes se cumulcnt; la notion d’éfabh'ssemcht distinct est malaisé 2‘1 définir parfaitc: 
ment. * 

- ~ 
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b) ,Droitpfoportionnel . 
‘

. 

Il varic de.5°/0 pour les 6° ct 5° classes 5. 7,50% pour la 4° classe et '21 10% pour les 2° ct V 

1° classes du Tableau «A». ' 

Il est établi sur la valeur'locative (des locaux professionnels) 'établie comme en matiére 
dc contribution fonciérc. v , 

v

' 

Le patehtable qui excrce- dans un méme local ou dans des‘ locaux non distincts plu- 
sicurs commerces ou professions passibles dc droits- proportionncls' différcnts, ,paie celui 
qui ale taux lc plus élevé; lorsquc les locaux sont distincts, il est dfi p‘our chaque local 1e 
droit prbportionnel affétent £1 la profession on an commerce exercé dans ce local. 
La patente est cxigible '21 comptcr du premier jour du mois 01‘) 16 commerce a débuté. 
En cas de cession ou ,de cessation d’exploitation, la patente n’est due que pour le 

passé et lc mois courant dans la mesure 01‘1 un dégrévement est demandé 2‘1 l’Administra— 

tion des Impéts dans le délai d’un mois de la cession ou cessation. 

K) CONTRIBUTION DES LICENCES , 

Tdutc personne morale ou physique se livrant '21 la vent: au détail dc boissonspalcooliques 
Ta consommcr surrplaCe ou '21 cmporter, est assujcttie au droit-de licence. 

‘

‘ 

L) CONTRIBUTION MOBILIERE . 

Due par toutc personne disposant au 16: Ja'nvier dc l’anhéed’imposition d’une habitation 
meublée. Son taux est dc 10% ; elle est calculéc sur la valeu; locative. Le fisc sénégalais 
retient d’ailleurs 50% seulement de cette valeur.‘ 

\ 
CENTIMES ADDITIONNELS DES COMMUNES 

Ils soht afférents aux deux contributions fonciércs, 2‘1 celles des patcntes, des licences ct ' 

mobiliére et lent montant, pour DAKAR, est égal 51a moitié du principal de ces contri- 
butions dont ils suivent 1e sort. 

N) TAXES COMMUNALES'DIVERSES 
— Sur les chevequx: 100 Fr CFA par animal; 

Sur les licencés :' 1/4 de la licence; ‘ 

Sur les cercles, sociétés et lieux de réum'on: les-taux sont de 5% sur le montant dés 
cotisations (y compris les recettes des jeux) n’excédant pas 100.000 francs CFA, 10% 
sur le moqtant compris entrc Ioo.ooo ct 200.000 francs CFA, 20% .sur le montant 
excédant zoo.ooo francs CFA et 5% sur la portion dc valeur locative n’excédant paS‘ 

‘ 

50.000 francs CFA, 10% sur la portion.comprise entr'e 50.000 ct 100.000 francs CFA, 
20% sur la portion excédant 200.000 francs CFA.

' 

'Sur le revenu net des propriétés noh bities: 0,25% sur le revenu net passible de la’ 
C.F.P.N.B. v 

' 

. 
. . 

'

‘ 

-— Sur le revenu net des propriétés bities: 5% du rcvenu net passible de la C.F.P.B. 
- Sur la valeur locative des locaux d’habitation: 2,5% de la valeur locative servant dc 

base 5. la contribution mobiliére. . 

— Sur l’enlévement des ordures ménagéres: 5% du revenu net imposable 51 la C.F.P.B. 
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- Sur la valeur locative des locaux proféssionnels: 6% de la valeur locative servant dc 

base au droit proportionnel de patente. .

' 

O) LES TAXES SUR LE CHIFFRE D’AFFAIRES . 

L’articlc 5 du Code des Taxes sur le Chiffte d’AEaires stipule: «Sont. imposables aux 
taxes sur le chiffre d’affaires les personncs physiques ou morales qui, habitueflemcnt ou 
occasionnellement, achétent pour revendre ou accomplisscnt des actes relevant d’une 
activité industrielle ou commerciale». 

Les affaires imposables sont soit dcs importations au Sénégal, soit des ventes au 
Sénégal de produits ou marchandises qui y sont fabriqués, soit des prestations de service 
utilisés au Sénégal. - 

Il importe de note: que les affaires ne'sont sournises qu’une seule fois au paiement 
de la taxe. 

Les taux sont les suivants: 
Taux hors Taux 

taxe d’usage 
1°) Importafiom

_ 

a) taux normal I 2% I 2% 
- b) taux majoré (produits visés '21 l’annexc II de la loi 61-27) 2.5% 25 0/0 

2°) Vente: 
a) de produits ou marchandises originaires du'Sénégal: 

— taux normal I 2% I 3,64% 
— taux réduit (sucre notamment) 4% 4, I 67% _ 

17) de produits ou marchandises en provenance et non ori— ‘ 

ginaircs de l’Union Douaniére:
, 

-— taux normal 7 
. 

' 

7,20% — 
— taux majoré (annexe 2 ptécitée I 2% I 5,64% 

5) dc produjts ou marchandises en provenance et originai- 
~ res dc l’U.D. 

_ 

, I 2% I 3,64% 
3 °) Predation: (10 Service 8, 500/0 9, 29% 
Rappelons que le fait générateur de la taxe est: 
— pour les importations: la misc 5. 1a consommation au sens douanie; du terme; 
- pour les ventes: par la livraison des produits ou marchandises; 
— pour les ptcstations de service: par l’accomplisscment des services rendus. 

Observons quc le régime de la. taxe sur le chiffre d’affaircs des fabricants installés au 
Sénégal est bien particuh'cr ct a essentiellement pour but de protéger les industriels en 
leur permettant: 

,
. 

—- l’importation et l’achat local hors taxe de tous produits et matiéres nécessaires £1 leur 
fabrication ; 

e la déduction du montant du chifl're d’aFfaires imposablc des matiéres premieres entrant 
dans la composition du produit fini. 
Ajoutons que les exportations sont exonérées de taxc. 
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EDITORIAL 
4 Readers of Bureau publications have directed to .the 'Bureau a steady stream of inquiries 
concerning the comparative burdens of taxation ih the member states of the EEC, 
inquiries that have been often characterized by their preoccupation with stati§tical data; 
Our experience has been that tables and charts of statistical data are inherently dangegous 
insofar as they mask the inevitable assumptiohs below the surface. People .who note 
with care both the explicit and implicit qualifications that underly all textual statements 
sometimes pay no heed to the qualifications underlying Statistical data. 
That said, we note the content of article 4 of the modified proposal contained in the 
EEC. Directive of June 14, 1964 (Doc. Com. (64) 190 def) regarding harmonisation of 
the turnover tax legislation of the member states: ' 

“The Commission shall submit to the Council before the end of 1968 proposals 
which shall‘specify by 'what means and within what period of time the harmonization 
of turnover taxes should attain its final object, namely the abolition of compensatory 
levies on imports and of refunds on exports in trade between Member States and the 
neutral effect of these taxes with respect to the origin of the goods and services being 
safeguarded. 

' 

. 

2 
'

v 

To this end, account shall be taken of the different proportions between/direct ' 

and indirect taxes in the Member'States, of the consequences of a modification of the 
tax systems for the fiscal and budgetary policies of the Member States, and of the » 

influence of the tax systems on conditidns of competition and of the social welfare 
within the Community.”*) ’ 

A table reflecting the 1963 tax revenues of the six E.E.C. countries, was published as a 
special statistical note in the General Statistical Bulletin of the Statistical Office of the 
European Communities—188a, Avenue de Tervueren, (Brussels I 5, Belgium. 

Tax Revenues (in per cent). 
German 
Federal Luxem- , Net/Jer- 

Belgium France Republic Italy bourg land;- 

taxes on income 42 36 48 24 54 55 
taxes on net wealth 

\ V 

or net worth 5 5 8 10 ~ 9 , 5 

téxes on consumption 
‘ 5 3‘ 59 44 I 

66 3'7 40 
The “French” versement forfaitaire sur les salaires, is included undef taxes on income; 
the percentages for Italy are based on the accounting year 1962/ 6 3, and for the Netherj 
lands as of 1961. 

‘ 

V

_ 

For those of bur readers who are interested we note that the above E.E.C. publication 
contams a wealth of addltlonal data. 

J. C. L. HUI S KAMP 

*) An unofficifil translation by the International Bureau of Fiscal Documentation based on the official 
texts of the Directive was published in Supplementary Service to European Taxation, Section D, 
E.E.C. Directive — 7.

'



.I ARTICLE 

II WORLD TAX REVIEW 
Algeria 

III TAX TREATIES 

IV BIBLIOGRAPHY 
(1) Book: 

(2) Loose—Leaf Semi”; 

II 

CONTENTS 

Editorial 

Résumé des principales charges douaniéres fisca- 
les, parafiscales et sociales existant en Republique 
du Sénégal au 1.10.1965, by C. Bardin 

Nouvelles mesures Fiscales. 
Le transfert en France des procédures judiciaires 
engagées en Algérie. 
Droit et avantages sociaux dcs Frangais rapatriés 
d’Algérie.

‘ 

Le droit 2‘1 indemnisation, reported by Maitre Max— 
Hubert Brochier. 

Abkommen zwischen der Bundesrepublik 
Deutschland und den Vereinigten Staaten vpn 
Amerika nach dem Revisionsprotokoll vom 17. 
September 1965 

Canada, Germany, Italy 

Cumulative Index and Lixl of Ant/Jar: I 965 

Page 

485 

505 

507 

507 

507 

510 

523 

526 

527 

v4..-



C. BARDIN 

La .taxe est acquittée spontanément par les redevables sur déclération déposée avant le 
25 de chaque mois, pour les opérations du mois précédent. 

' ' 

11 y a lien de noter que la taxe est due sur la note ou la facture, méme si la paicment de 
cette note on factuxe est différé. ,

v 

Cependant, lorsque 1e contribuable peut justifier qu’il n’a pas cncaissé le prix et que sa 
créance est devcnue irrécouvrable, il est admis '21 déduire 1e montant de la taxe sur son 
versement du mois suivant. 

Les taxes sur le chifirc d’afi'aires représentent une dcs parties les plus délicates '21 établit 
dans le systéme sénégalais. - 

‘

> 

P) TAXE SUR L’ALCOOL ET LES LIQUIDES ALCOOLIQUES » 

Cette taxe spécifique est acquittéc lors de l’importation ou de la premiere vente (en cas V 

dc fabrication sur place) aux tarifs suivants: - 

- Biére: 27% sur le prix dc ventc brut, toutes taxes comprises, 
— Vin ordinaire: 50 F1: CFA par litre 011 bouteille, 
— Vin d’appellation contrélée, vin mousseux ou de champagne: 100 Fr CFA par litre ou 

bouteille, > 
~ 

7

' 

— Boissons alcooliques de moins dc I 2 degrés: 50 Fr CFA par litre ou bouteille, 
- Boissons alcooliques dc I 2 '21 20 degrés: I 20 Ft CFA par litre 011 bouteille, 
— Boissons alcooliques de plus de 20 degrés: 200 Fr CFA par litre 011 bouteille. 

Ces tarifs sont réduits dc moitié pour les bouteilles contenant moins de 50 et plus de 
25 c¢ntilitres, et de trois quarts pour celles contenant moins dc 25 centilitres. 

Q) TAXE SPECIALE SUR LES TABACS 
Il s’agit. d’une taxe acquittée soit par l’importateur soit par le fabricant lorsquc les 

produits sont fabriqués au Sénégal. -

' 

Elle est fixée comme suit: 
—~ Cigarillos: 5 Fr CFA par unité, 

* - Cigarcs: 25 Ft CFA par unité, 
— Cigarettes deluxe: 38 Ft CFA par paquet de 20, 
- Cigarettes supérieures: 22 Fr CFA par paquet de 20, 
— Cigarettes autres: 16,50 Fr CFA par paquet de 20. 

.R) TAXE sun LA CONSOMMA’I‘ION DU COU RANT ELECTRIQUE 
» 

' Acquittée par \les compagm'es distributrices d’électricité, elle est dc I francs CFA par 
kilowatt heure et entre dans le prix de l’élcctricité payé par l’utilisatcur du courant. 

S) TAXE SUR LES SPEC’I‘ACLES, JEUX & DIVERTISSEMENTS » » 

, 
La loi 64-04 du 24 Janvier I964 publiéc au Journal Official du 19 Mars 1964 vient dc 
créer cette taxe qui est communale ct facultativc ct doit étre créée par délibération du 
Conseil Municipal, approuvé par le Ministére dc l’Intérieur. 

Les taux maxima prévus sont :' .

- 

- Cinéma, théétre, concerts, variétés: 15% 
- Apparcils automatiques élcctriques, par an at par apparcils: 2.000 Fr CFA » 
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-— Bar, dancing sans attraction, restant ouvertau deli dc l’heure de fermeture des bars 

ordinaires: 5% dc la recette brute, ,, , 
-‘ 

—, Etablisscments identiques avec attractions: 8% de la recette brute. 
Les déclarations ct paicments sont hebdomadaires, mensuels ou annuals, selon la. 

nature du spectacle. Des pénalités allant dc 15% 2‘1 25 % de la recettc brute ‘sont prévues. 
T) TAXE SPECIALE SUR LES PROJECTIONS CINEMATOGRAPHIQUES

_ 

Instituée par la loi 64-58 du 25 Juillet 1964, 61165 est pergue au taux de 1,50% svur les 
reccttes réalisées par les entreprises de distribution ct provenant du prix des places des 
cinémas qu’clles exploitent ou de la location des films qu’elles consentent. 

U) IMPOT SUR LE REVENU DES CAPITVAUX MOBILIERS 
Cct impét est codifié au Sénégal par la délibération 57—087 dc l’Assemblée Territorialc 
du 27 Décembre I957, rendue cxécutoirc par arrété du 27 Février 1958 n° 1.5 32 
du 22 Avril 1958), modifiée par la loi 62—30 du 16 Mars 1962 du 26 ’Mars 1962). 

Il s’agit d’un impét .qui atteint les revenus mobilicrs et qui se subdivisc en: 
,— Impéts suI lc revenu des créanccs (I.R.C.) qui s’applique au revenu des préts, de’péts 

ct cautionnements; .

' 

— .Impéts sut 1e revenu des valcurs rmobiliéres (I.R.V.M.) frappant les rcvenus distribués 
par les sociétés. ‘ 

I

' 

1°) I.R.C. .,
‘ 

Cet impét s’applique auxintéréts, arrérages et autrcs produits des créances, préts, 
dépéts, cautionnements ct comptes—courants. 

L’irnpét est dfi au taux de I 6% sur Ie .montant brutdes intéréts, arréragcs du seul fait du 
paiement de ces intéréts et arrérages dés lots que celui qui les regoit (créancier) a son 
domicile ou’sa résidence au Sénégal et qu’il y posséde un établissement industriel on 
commercial.

, 

Seul celui qui encaisse les intéréts supporte l’impét, mais 1e débiteur et le ctéancicr 
sont reéponsablcs solidairement du versement dc l’impét. V 

L’impét est payé soit en numéraire sur déclaration, soit par apposition dc timbres 
fiscaux sur les comptes ou regus. 

Il convient dc noter que les intéréts de comlites-courants commerciaux‘ sont exemptés 
de 1’I.R.C. aux conditions suivantes: il faut que les parties au compte-courant aient la 
qualité de commergants et que les opérations inscrites en compte—courant se rattachcnt 
eitdusivement au commerce des deux parties. ' 

2°) LR. V.M. 
Actuellement sont imposables 52 l’I.R.V.M. au Sénégal: 

— .les sociétés qui y ont leur siége social, — les sociétés qui ayant une activité au Sénég'al ont leur_siége social en France on dans un 
pays ayant signé avec le Sénégal une convention fiscale. - 

L.’I.R.V.M. est un impét complexe ct qui méritcraitde longs développemcnts ; dans le 
cadre de cette étude nous réduirons l’exposé aux notions dc base. .

‘ 
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Il s’égit d’un impét frap‘pant 1e: bém’fice: dixtribue’x par les sociétés. 
’ On cntcnd par distribution tout événcment qui fait passer des valeurs (quelle quc'soit 

lcur nature) du patrimoine de la société dans celui dc l’actionnairc, _du porteur dc parts- 
on dc l’obligatairc. 

' '
' 

Ainsi, doit—on distinguer: 
- les produits dc capitaux sociaux (actions, parts), 
— les produits dc capitaux d’emprunts (obligations); 

a) I mpasilion de: produit: de rapitaux Joviaux V 

L’I.R.V.M. s’appliquc aux dividendcs, intéréts, arrérages, revenus et tous autres 
produits dcs actions et parts dc sociétés. V 

L’I.R.V.M. s’applique au taux de 16% sur toutes les distributions brut¢s faites par les 
sociétés imposablcs '21 leurs associés, sauf: . 

— 'les distributions opérant remboursement des apports effectués lors de la constitution 
de la société,

' 

les distributions faites aux associés pour d’autres raisons que celles découlant de leur 
qualité d’associé. _ 

On distingue les distributions en cours de société et en fin de société. 
En cou rs de société, sont imposables toutes sommes prélcvées sur un poste quelconque 

dc bénéfices et de réserves ct distribuées aux associés. Ainsi peut-on en déduire quele 
salaipe versé £1 un associé pour-rémunérer ses fonctions ne supporte pas l’I.R.V.M. dans 

- 1a mesure cepcndant, mi 16 salaire correspond it un travail efl'ectif et n’ést pas exagéré. II 
imports de noter que les sommes mises £1 la disposition des associés 2‘3. titre d’avances, He 
préts ou d’acomptes, bien que non prélevécs sur des bénéfices ou des résegves', sont 
taxables ; lorsque ces sommes sont remboursées £1 la société, elles Viennent en déduction 
des revenus imposables pour la période d’imposition au cours de Iaquelle le rembourse- 
ment est intervenu; cette présomption dc distribution est applicable aux avances en 
comptes—courants consenties par une société filiale é une société mére. 

Distribution en fin de société: l’I.R.V.M. est dfi sur le boni dc liquidation, c’est—é-dire 
sur l’excédent dc liquidation par rapport au capital social. Exemple: soit une société en 
liquidation qui aprés avoir vendu tous scs biens et payé ses créanciers posséde une sdm- 
me de’ 1.000.000 dc francs, son capital social s’élevant é 600.000 francs, les associés sup— 
porteront 1’1.R.V.M. sur le boni dc liquidation, soit sur 400.000 francs.

- 

b) I mpaxitz‘on dexproa’ztit: d ’emprmz‘: 
L’I.R.V.M. s’applique aux intéréts, arrérages et tous autres produits des obligations et 

titres d’emprunt négociables émis par toutes sociétés et collectivité. 
Le taux est de 16% pour tous les produits autres que les lots qui sont taxés '21 2 5 %. 
Nous allons gxaminer maintenant les problémes particuliers afl'érents £1 l’I.R.V.M. 

applicables aux rémunérations des dirigeants de société anonyme, aux sociétés méres et 
filiales et aux transformations desociétés.

V 

Rémzme’ratz'on de dirigeantx de .rotz'éz‘é anonyme 
Parmi les associés, certains sontinvestis‘ de fonction dc direction, gérance ou admini— 
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stration. Les dirigcants peuvent perccvoir de la société de laquelle ils sont membres et 
qu’ils administrent ou gérent, trois sortes de rémunérations ayant un caractére fiscal par- 
ticulier: 
— rémunération normale d’un travail efl'ectif au titre des fonctions: le salaite‘de dcux 

Adrninistratcurs nommément désignés ou du Président du Conseil et de l’Admini- 
strateur adjoint au Président ne sont ‘pas taxables non plus que les indemnités acces- 
soires du salaire et les remboursemcnts forfaitaires de frais, dans la mesure ofi ces 
rémunérations ne sont pas exagérées; l’appréciation du caractére exagéré de ces ré- 
munérations est une question dc fait; ainsi et dans la mesure 01‘1 elles sont comparables 
2‘1 celles versées par d’autres Sociétés sénégalaises ayant 1a mémc activité, les rémuné— 
rations versées £1 deux Administrateurs sont exemptécs dc l’I.R.V.M. ct considérées 
fiscalement comme des salaires. 

— rémunération prouvée excessive: elle est taxable £1 l’IRVM et supportera également 
l’impét B.I.C. 

—- rémunération de la participation financiére de I’Administrateur dans la société: jetons 
de présence, tantiémes, etc. . . sont considérés comme des bénéfices distribués et 
taxés £1 l’I.R.V.M. au taux de 16%. 

Sorz'e’fé: mére etfi/z‘ale: 
L’application stricte du Code de l’I.R.V.M. conduit '21 décider qu’une société qui a en- 

caissé des bénéfices en sa qualité de membre d’une autre société, doit acquitter l’IRVM 
sur ces mémes bénéfices Iorsqu’elle les répartit entre ses propres associéé. Pour éviter 
qu’un méme bénéfice soit taxé deux fois, l’article 75 du Code dc 1’I.R.V.M. prévoit: 

«Lorsqu’une société . . . ayant son siége dans le territoire, posséde des actions on 
parts . . . d’une société frangaise . . . les dividendes distribués par la premiére société 
sont pour chaque exercice, exonérés de l’I.R.V.M. dans la mesure du montant net ; . . 

des produits des actions on parts de la seconde société, touchés par 6116 au cours de 
l’exercice, £1 condition: 
— que les actions on parts possédées par la premiérb société représentent au moins 20% 
du capital de la deuxiéme société ; 

— que ces actions on parts appartiennent depuis l’origine ou depuis deux ans au moins 5. 
1a premiere société». ‘ 

Il convient de noter que le bénéfice dc Particle 7 3 du Code dc l’I.R.V.M. nc s’applique 
qu’aux sociétés anonymes on it responsabilité limitée et aux dividendes et jetons de 
présence (sont donc exclus notamment, les intéréts des Obligations et les tantiémes). 

Tranjormaz‘iofl, modicatiom de locie’te’: 
Il est des cas 01‘1 une société est amenée 2‘1 changer de forms; si ce changement est 

prévu par les lois et par les statuts on considére que la méme société continue, mais si ce 
changenient entraine la création d’un «étre moral nouveau», c’est—fi-dire d’une société 
dont la plupart des éléments (durée, objet, capital social . . sont modifiés, l’Admini— 
stration des Impéts considére qu’il y a dissolution de l’ancienne société sujvie dc consti- 
tution d’une deuxiéme société ct taxe en conséquence, tant en ce qui concerne les droits 
d’enregistremcnt (cf chapitre suivant) que l’I.R.V.M. (sur le boni de liquidation). 
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\\-\Des régimes favorables spéciaux sont pgévus par. 16 Code de l’I.R.V.M. pour les 
\gérations dc fusion (réunion en une seule dc plusieurs sociétés) scission (éclatement 

d’une société en plusieurs sociétés) de méme que pour les apports partials d’actif effec- 
tués par une société au profit d’une ou plusieurs sociétés nouvelles ou pgéexistantes 
(ayant leur siége au Sénégal). Les régimes favorables sont subordonnés '21 des conditions 
diverses ct méritent une étude particuliére détaillée.

' 

PaieI/Ient (181,1.R. V. M. 
L’impét est dfi dans le mois de la misc en paiement effectif des dividendes et intéréts et 

dans les 20 premiers jours du trimestre civil suivant celui de la mise en paiement effectif 
des 'tantiémes, jetons dc présence et rémunérations divérses des dirigeants de sociétés. 

Il est versé au Bureau dc l’Enregistrement par la société qui a effectué la distribution et 
qui, par conséquent, fait l’avance de cet I.R.V.M. qu’ellc retient aux actionnaircs lors de 
la mise en paiement de la distribution. V

. 

L’impét est calculé sur la distribution brute: si la société prend 51 $21 charge I’I.R.V.M. 
on considére que cette prise en charge constitue un supplément dc distribution et 
l’I.R.V.M. est calculé au taux de 16/84 au lieu de 16. Up systéme d’acomptes trimestriels 
calculés sur la précédente distribution est en Vigueur, ées acomptes sont régularisés lors 
de la distribution suivante. 

V) 'TAXE DE PLUS-VALUE SUR LES TERRAINS 
D’un taux de 15%, établie par Délibération 56—046 du 29 Décembre 1956 (].O. du 19 
Juillet 1957 p. 689) cette taxe s’applique lors de la vente, de la donation ou de l’apport en 
société d’un terrain, sur la différence entrc la valeur pour laquelle le terrain est vendu ou 
apporté en société et sa valeur d’acquisition primitive augmentéc des dépenses cffectuées 
ct affectée d‘un coefficient de réevaluation, variable suivant I’année d’acquisition (dc I 

en 1954 '21 114,; en 1914). 

W) TAXE ANNUELLE SUR LES VEHICULES A MOTEUR
> 

Assimilée aux droits de timbre quant '21 son recouvremcnt et son contentieux, cette taxe 
annuelle est due sur tous les véhicules ’21 moteur existants et utilisables au Iex; Janvier dc 
l’année d’imposition ou importés au Sénégal au cours de l’année d’irnposition. La taxe est 
due pour l’année entiére'sans réduction, méme en cas de perte ou de destruction en cOurs 
d’année. 

Elle doit étre acquittée spontanément avant 16 let Avril'de chaque année; la vente ou 
l’exportation entre 16 let Janvier et le 5 I Mars la rendent immédiaternent cxigible. 

Elle est due park propriétaire du véhicule ; les taux sont les suivants pour les véhicules 
de moins dc dix ansv: - 

— jusqu’é 10 CV, exclusivement ............ . . ........... . . . . . . . 6.000 Fr CFA 
-— de 10 £1 15 CV, exclusivernent . . . . . . . . L ....................... 9.000 Fr CFA 
-— de 15 £1 20 CV, exclusivement ......................... . . . . . . . 15.000 Fr CFA 
-— '21 partir de 20 CV, exclusivement . ................. . ....... . . . . 24.000 Fr CFA 

engins :31 2 on 3 roues, de 1.500 :21 4.500 Fr CFA (561011 19. cylindrée du moteur). 
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Tous les véhicules de plus de dix ans-d’fige (au cours de l’annéc d’impositid'n) paicnt 
la taxe au taux unique dc 1.500 francs CFA. ' ' 

, 
. 

5 
V

, 

Sont exemptés‘, certains véhicules ct notamment ceux dcs administrations ct ceux des 
mutilés ct infirmes. 

' 
I 

'

, 

Le non paiement entraine des pénalités (du double on du triple) et 16 cas éche’a’nt, 1a 
sais'ic du véhiculc. 

X) DROITS DE TIMBRE D’ENREGISTREMENT & DE CONSERVATION 
- F o N C I E R E .

‘ 

1°) Droit de T imbre ’ 

Les droits de timbre au Sénégal comprennent le droit de timbre de dimension et le 
droit de timbre dc quittancc. . 

21) Le timbre de dimemion: Tous actcs et écrits destinés aux actes civils et judiciaires et 
aux écritures qui peuvent étre produites en justice et y faire foi sont soumis au timbre dc 
dimension, dont 1e tarif varie avec les dimensions du papier utilisé: 
— papi'er 0,42 XO,54 cm : 1.500 Fr CFA par feuillc 
— papier 0,27 Xo,42 cm : 750 Fr CFA par feuille 
-— papier 0,27 xo,21 cm : 375 Fr 'CFA par feuille

_ 

Le ou les timbres ‘apposés doivent étre annulés par la signature du contribuable et la 
date dc l’oblitération. 

Divers actes sont exemptés en raison de la personne qui en est partie (Administration) 
on de la nature de l’acte (relatif 2‘1 l’Assistance Publique notamment). 

b) T imbre de quiflame: Il est dfi sur lcs écrits on non qui emportent libération ou qui 
constatent des paiements ou dcs versements de sommes. Le droit est fixé é: 
— 

5 Fr CFA pour les quittances dc sommes comprises entre 100 ct 1.000 Fr CFA 
— 15 Fr CFA pour les quittances dc sommes comprises entre I .001 at 10.000 Fr CFA 
— 30 Ft CFA pour les quittances de somrncs comprises entre 10.001 ct 50.000 Fr CFA 
—— au-delé, 20 Fr CFA par fraction de 50.000 Fr CFA. 

Les timbrcs sont apposés sur la quittance ou le regu et oblitérés commc. il est dit ci- 
dessus pour le timbre de dimension. 

Le droit dc timbre dc quittance est £1 la charge de celui qui doit Ia sommc, mais le 
créancier qui a donné quittance ou regu est tenu personnellement du paiement du droit et 
des frais et amendes. -

' 

Lorsque le paiement est eFfectué par tbéque oupar firemen/f (bancaire ou postal) l’exemp- 
tion du timbre de quittance est accordée si la quittance mentionne 13. date et le numéro du 
chéfiue ainsi que le nom du Tiré ou du Bureau de Chéques Postaux.

4 

Toute contravention 51 la législation du timbre est punie d’une amendeK qui est au 
minimum de 500 Fr CFS par infraction. 

2°) 
I 

Draft: d’EIzregz‘xtremenl 
Les droits d’enregistrement sont pergus £1 l’occdsion d’actes ou de mutations.

_ 

Les droits d’enregistfement sont classés en droits fixes, proportionnels ou progressifs. 
— Les droits fixes sont pergus sur les actes qui ne constatent ni transmission de propriété, 

d’usufruit ou de jouissance de biens meubles ou immeubles, ni marchés, ni partage, ni 
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apport en société. Exemple: 1e procés—ve’rbal dc l’Assemblé'e Générale des action‘naircs' 
d’une société anonyme décidant la dissolution de la société est enregistré au droit 
fixe (16 1.000 Fr CFA. 

_ 

'— les droits proportionnels ou progressifs établis pour les transmissions de propriété, 
d’usufruit 0d dc jouissance dc biens meubles ou immeubles, soit entrc vifs, soit par 
décés, ainsi que les actcs constatant un apport en société, un partage dc biens meubles 
ou immeubles, un marché.

V Afin d’éviter une énumération fastidieuse, nous .diviserons l’étude des droits d’en- 
registrement en: 
— Droits applicables aux actes de la Vie des sociétés, 
— Dfoits applicables aux actes et mutations courantes. 

Actex Sociaux; une société est une personne morale qui, comrfie une personne physique, 
nait, vit, se transforme ct meurt. 
A l’occasion de cés événements, ‘le Service de l’Enregistrement pergoit des droits. 

Constitution dc Jotiéz‘e’ 

Le capital social est constitué par des apports de biens effectués par les assoécis. Les 
apports peuvent étre purs et simples, 2‘1 titre onéreux ou mixtes :- 
— l’app‘ort put at simple est l’apport qui a pour contre partie des actions on parts de la 

société. L’apport pur ct simple est taxé sur la valeur de l’apport de la maniére suivante: 
10/0 de 0 :21 2,5 milliards (dc francs CFA), 0,50% de 2,5 231 5 milliards ct 0,10% au dessus 
de 5 milliards'; par ailleurs et dans la mesure 01‘1 l’apport comprend des biens immobi— 
liers, il est prélevé un supplément de 4% sur la valeur de ces biens immobiliers. 

— l’apport é. titre onéreux est l’apport qui n’est pas rémunéré par des actions ct qui sup- 
porte donc 1e droit de vente au taux afférent £113. nature des biens apportés (15% pour 
les immeubles et fonds de commerce, etc . . 

— l’apport mix’te est un composé des deux précédents. Exemple: unc person/me apporte '21 

unc société anonyme des marchandises neuves dépendant d’uh fonds de commerce 
pour une‘valeur dc I .ooo.ooo'de francs CPA; la société donne 5. cette personne 200.000 
francs CFA en actions ct paie pour elle 800.000 Francs CFA '21 um créancier dc l’ap- 
porteur; les droi'ts sont les suivants: ~ — sur l’apport put at simple 2‘: I 0/0 sur 200.000: 

' 

2.000 
— sur l’apport '21 titre Onéreux 2‘1 2% sur 800.000 :~ 16.000 

Total des droits: I 8.000 

Vie de la Socie’te’ 
Au cours de son existence, une société‘ est parfois amenéc é augmenter son capital, 

ellc le fait soit par voie' d’apports nouveaux, soit en incorporant 2‘1 son capital les béné— 
flces qu’elle a mis en réserve: 
— s’il s’agit d’apports nouveaux, les droits sont pergus de la méme maniére et méme taux 
que lots de la constitution, \

‘ 

— s’il s’agit d’incorporation de réserves au capital, le droit est‘ au taux de 5% sur l’aug- 
mentation dc capitfil..Il y a lieu denoter que l’éugmcntation de capital par incorpora- 
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tion dc réserves se traduit en fait par une distribution de bénéfices aux actionnaires
I 

sous forms Vd’actions ou d’augmentation de la valcur nominale dc leurs actions; ce- 
pendant, cette distribution n’est pas taxée £1 l’I.R.V.M. au taux de 16% dans la mesure 
01‘1 dans le délai de dix ans suivant l’augmentation le capital n’est pas rédujt pour des 
motifs autres que des pertcs. .

’ 

De méme qu’clle peut augmenter son capital, une société peut étre amenée é‘le réduire. 
Si Cettc réduction entraine partage, il est pergu 0,50%; au cas contraire, seul lc 'droit 
fixc des actes innomés (500 Fr CFA) est exigible.

' 

T ramformaz‘iafl de [a Socie’te’ 
>

, 

Si cette transformation n’entrétine pas création d’un étte moral nouveau, seul 1e droit 
fixe de 500 Fr CFA est pergu; s’il y a création d’un étre moral nouveau, il est considéré 
qu’il y a deux opérations taxables: 1a dissolution de l’ancienne société et la constitution 
d’une nouvelle et chaque opération est taxée. Nous avons examiné plus haut briévement 
les critéres de la création d’un étre moral nouveau. 

Il faut noter qu’un régime spécial est prévu pour les scissionsgfusions de sociétés et 
pour les apports partials d’actifs par les articles 289 :21 292 du Code dc l’Enregistrement, 
sous certaines conditions de siégc de 1a (ou des) société nouvelle (Sénégal et Zone Franc) 
et d’agrément du Ministre des Finances (pour les apports partiels d’actif). Le rég‘ime 
spécial, quand il est-- obtenu, entraine la taxation suivante: .

- 

— prise en charge du passif au droit fixe, 
— droit réduit de 0,50% sur la partie de l’actif apporté n’excédant pas le. capital appelé 

et non remboursé de la société apporteuse, ' 

\— 
droit majoré de 5% sur Ie surplus dc l’actif apporté. 

Mart de [a Socie’te’ , 

La dissolution de la société entraine 1a perception de droit fixe de 1.000 Fr CFA. 
Lorsqu’aprés la dissolution il est procédé au partage ou liquidation de la société, les 
sommes remboursées aux associés sont ainsi taxées: 
— lorsqu’il est partagé du numéraire ou lorsque chaquc associé regoit des-bicns acquis au 

cours de la vie sociale, on 165 bicns mémes qu’il avait apporté, lc droit pcrgu est celui 
de partage au taux de 0,50%. 

‘

, 

— lorsqu’il est attribué aux associés des biens autrcs que ceuxvci—dessus et apportés par 
d’autres, on considére qu’il y a vente et les droits dc vente sont pergus au taux corres- 
pondant A la nature des biens vendus. 

Autre: mm ef mutaliom 
Les droits varient avec la nature des actes ct mutations: 

— Bail au location verba/e a’e durée limitée: lorsqu’une pcrsonne physique ou morale loue é 
une autre personne pour une durée limitée des biens metibles ou immeubles, 1e loca- 
taire doit le droit au taux de 2% sut le loyer convcnu avec le propriétaire. ' 

— Vente d’immeub/ex: elles sont soumises au droit dc I 5 0/0. 
—- Ecbzmge d’immeub/ex: le droit est de 5% sur l’échange, s’il y a soulte ou plus-value le 

droit de vente est pergu sur cqtte soulte ou plus-value. 
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‘ 

C anion de droit at! [mi/:16 droit est de I 5%. \
, 

I — Vein? de met/1719:: le droit est de 10%, mais en fait cc taux s’applique rarement puisque 
.la phipart des ventes de meubles ont un caractére commercial et ne sont pas constatées 
par‘ un acte. _ 

I 

‘ 
I

' 

— Caution defana’: de commerce: le droit est de 15% sut les élérncnts incorporels (clicntéle, 
dénomination commercialc, droit au bail) et sur le rriatériel et mobilier commercial; 
il est de 20/0 sur les marchandjses neuves vendues avec le fonds 5. condition que -ces 
marchandises soicnt détaillées ct estimées article par article. 

— Marrbe’x: les marchés passés entre particuliers ct réputés‘actes de commerce ne sont 
pas soumis é l’enregistrement dans uh délai; les marchés passés avec l’Etaf, les com- 
munes et les établissements publics supportent le droit de 1% sur le méntant du 
marché (exemption pour ceux passés par les services nationaux ou communaux d’as- 
siStance et de bienfaisance). 

— Ceuz'on de tre’amex: le droit est de 1% sur le capital de la créance cédée exprimé dans 
l’acte. ' \ 

— Partage: .le droit est de 0,50% sur l’actif net partagé. S’il y a soulte ou plus-value, le 
droit de vente est pergu sur les soulte ou plus-value. - 

— Danatz'on, .rz/cteuion: des droits progressifs élevés dont le taux varie avec lc degré dc 
- parenté des ihféressés sont pergus. - 

— C emion d’am‘om‘: i1 importe dc distinguer la cession d’apports en nature et la cession des- 
actions non représentatives d’apports en nature. ' 

— Actions d’apports en nature: elles ne sont négociables qu’aprés le délai de deux ans de 
la date dc l’apport. Leur cession avant l’expiration dc cc délai doit se faire par les 
voies civilesct étrc constatée par un acte; cet acte soumis '21 l’enregistrement supporte 
le droit suivant la nagure des biens qui sont représentés par les actions vendues (15% 
pour les immeubles et fonds de commerce, 2% pour les marchandises neuvcs, etc . . 

Par contre, aprés le délai de deux ans les actions d’apport deviennent négociables et
V 

peuvent étre cédées par voic dc transfert (actions nominatives) ou de tradition (actions 
au porteur) sans qu’aucun droit ne soit pergu. 

— 'Actions autres que d’appoft: elles sont immédiatement négociables ct leur transfctt ou 
‘ 

tradition n’entraine pas de droit d’enregistxement.
I 

-' II importe de nopcr que la ceésion d’actions négociables opérée par un acte signé des 
déux parties on par un échange d’écrit formant titre est soumise au droit de 3%. Il 
copvient donc lors de la cession d’aCtjons ne’gociablcs d’opércr par voie de transfert ou 
de tradition. ‘ 

- » - 
v - 

— Ceuion de part1 de .racie’té a‘ rexpomabilite' limite’e: les parts d’une société ’21 responsabilité 
limitéene peuvent étre négociées; elles doivent étre_ cédées par les voies civiles et sup- 
portent 1e droit d’enregistrement: ' 

_

' 

v —— au taux de 3% si ellcs sont cessibles, - 

— au taux de vente dcs biens représentés par les parts lorsqu’il s’agit de parts représenta- 
tives d’apports en nature cédées avant l’expiration d’un délai de trois ans de l’apport. I 

' Tous les droits d’enregistrement que nous avons étudiés ci-dessus sent, '21 l’exception 
des droits dc mutation par décés, exigible dans le mois de l’évéfiement'ou dc l’acte qui Ids 
motive. Les actes pass‘és £1 l’étranger bénéficient d’un délai plus long, qui est de trois mois. 
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Les droits sont établis sur le «prix» (exprimé dans l’acte) ou sur‘la valeur silelle est plus 
élevée que le prix. 

'
’ 

Des pénalités allant du minimum de 500 Fr CFA au triple'du droit sont prévues pour 
l’enregistrement hots délai, l’omission, l’insuffisance dc v'alcur déclarée ou la dissimula— 
non. 

5°) Dram d3 C omerI/ation Famiére 
— Immatrim/atz‘om 

1,50% jusqu’é 1.000.000 dc francs CFA 
0,90% de 1.000.000 £1 5.000.000 de francs CFA 
0,60% au dessus de 5.000.000 de francs CFA. 
Le droit est calculé sur la valeur vénale attribuée aux immeubles dans les réquisitions 

d’immatriculation.
‘ 

r Imcrzftiom: 0,60% 
Le droit est calculé sur le montant des sommes énoncées. 
Il convient d’insister sur le fait que ces droits :16 sent dus qu’é. l’occasion d’actes 

afférents :21 des immeubles bitis on non bitis, c’est—i-dire des actes dc vente, plus géné— 
ralement des actes constitutifs', translatifs ou cxtinctifs de droits réels immobiliers. 

Y) CHARGES SOCIALES 
I °) Pre’lévemeflt de .rolidarite’ 510‘ la: Jalaire: . 

Effectué en vue d’amélioret l’habitat et de favoriser l’accession des travailleurs '21 la 

propriété. 
Il frappe tous les traitements, indemnités, érnoluments et salaires, lorsque le béné- 

ficiaire est domicilié au Sénégal, alors méme que l’activité rémunérée s’exercerait hors 
dudit Etat ou que l’employeux serait domicilié ou établi hors dc celui—ci ct lorsque le 
bénéficiaire est domicilié hors du Sénégal '21 la double condition que l’activité rémunérée 
s’exerce au Sénégal et que l’employeur y soit domicilié ou établi. 

Les bases du prélévement sont constituées par 16 montant total des traitcments et 
salaircs y compris les sommes payées 2a. titre d’indemnité dc congés payés, de gratifica- 
tions, primes, indemnités de toute nature (2‘1 l’exclusion de celles représentant des rem- 
boursement de frais et de prestations familiales) ainsi que tous les avantages en argent ou 
en nature dont a bénéficié le travailleur et qui ont été supportés par l’employeur. v 

.Pcuvent étré déduites dc la base du prélévement les retenues efi'ectuées par l’cmployeur 
en vue de la constitution de pension ou de retraite dans la limite des 6% des appointe- 
ments fixés. ' 

En fait, seuls [es salaires versés en espéces ehtrent en ligne dc compte pour le calcul de 
la base du prélévement. _ 

Le taux du prélévement est de 2% calculé sur le salaire brut total pour le personnel 
local ou engagé sur place et calculé sur le salaire brut aprés abattement de 17% (est abat- 
tement est plafonné 2‘1 400.000 Fr par an ou '21 53.333 Fr par mois) pour les expatriés, 
titulaires d’un contrat d’expatrié (les européens engagés sur place nc peuvent bénéficier 
de l’abattement de 17%). 
Ce prélévement est 5 la charge du salatié; il est retcnu par l’employeur sur chaque 
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feuille de paye et versé par cc dernier dans les 15 premiers jours du mois oil du trimestre, 
suivant qfic 1e nombre de salariés de l’entreprise est supérieur ou inférieur £1 20, '21 la 

Caisse de Compensation des Prestations Familiales. Pour chaque mois de retard dans le 
verscment il est pergu une amende égale 2‘1 10% du montant dont le versement a été 
différé. 

2°) C otz‘mz‘z‘on de Iolidarile’ 
Cette cotisation, calculée au taux de 2% sur le salaire p1afonné2‘145.ooo francs p’ar mois, 

est 51 1a charge dc l’employeur; elle est versée'él 1a Caisse dc Compensation des Prestations 
Familiales dans les mémes conditions que celles concernant le prélévement précédent. 

3°) Premztz'om Familialex
I 

L’employeur a également £1 sa charge une cotisation Allocations Familialcs de 5,20% 
calculée sur le salaire plafonné '21 45 .000 francs par mois. Cette cotisation est '21 v'erser '21 la 

Caisse de Compensation suivant les conditions analysées plus haut. 

4°) Accidenlx du T ran/ail 
Le taux est, suivant la profession, de I 2‘1 5% sur les salaites plafonnés '21 45 .000 francs 

par mois; cotisation £1 verser également 5.1a Caisse de Compensation. 

5°) Retraite I.P.R.A.O. 
Les employeurs y sont assujettis soit volon‘tairement, soit par‘ obligation faite par les 

conventions éollectives auxquelles leur activité les sou met. - 

Taux de 3% sur les salaires plafonnés :31 50.000 francs par mois (1,20% £1 la charge de 
l’employé ct 1,80% £1121 charge de l’employeur. — . 

Les versements sc font 5. la Caisse de l’I.P.R.A.O. suivant la méme pétiodicité que celle 
des cotisations Allocations Familiales et Accidents du Travail. 

D’autres régimes de retraite (complémentaires) volontaires peuvent faire également 
l’objet dc rctcnues et cotisations. -

‘ 

6°)_ T axe de Développemml 
Cette taxe frappe les revenus professionnels des personnes physiques ct notamment les 

salaire's, traitements, indemnités ct émoluments des bénéficiaires domiciliés au Sénégal 
alors méme que l’activité rémunérée s’exercerait hots du territoire ou que l’employeur 
serait domicilié ou établi hors de cclui-ci. . 

La taxe frappe égalernent les salaires et traitements des bénéficiaires domiciliés hots du 
Sénégal 2‘1 la double condition que l’activité rétribuée s’cxerce au Sénégal ct que l’em— 
ployeur y soit domicilié ou établi. - 

La taxe est due par le bénéficiaire des revenus taxables. La base est le montant total des 
salaires '21 l’exclusion des retenues effectuées par l’ernployeur en vue de la constitution de 
pension ou de retraite dans la limite de 6% des appointements fixés, des allocations et des . 

indemnités spéciales destinées 251 assurer le remboursement des frais et des allocations 
familiales ou indemnités accordées en considération dc charge de famille. 
A partie du Ier Juillet 1965 1a taxe ne porte que sur la partie des revenus annuels excé— 
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dant 240.000 francs pour les traitements et salaires. Le calcul de la rctenue s’efi'ectue en 
déduisant de la somme é taxer: - 

— 666 Fr pour les paiements journalicrs, 
— 4.660 Fr pour les paiements hebdomadaires, 
— 10.000 Fr pour les paiernents de quinzaine, 
— 20.000 Fr pour les paiements mensuels. A

' 

Le taux est de 3% sur la fraction excédant ces déductions; il est de 5% pour 12. par- 
tie excédant 30.000 Fr par mois. 

Lorsque l’employeur est domicilié au Sénégal, la taxe est pergue par voie de retenue 
opérée au moment de chaque paiement effectué. Lorsque l’employeur est domicilié hors 
du Sénégal i1 appartient au salarié lui—mémc de calculer et de verser la taxe dont il est 
redevable.

_ 

Les revenus devront étre apprécié annuellement, i1 impotte d’opérer une déduction 
annualle totale dc 240.000 francs et éventuellement; une régularisation en fin d’année. 

L’employeur domicilié au Sénégal est tenu d’opérer les retcnues sur les fiches dc paye 
de ses salariés assujettis, pour le compte du Trésor et verser 1a taxe dans les 15 jours du 
mois suivant les retenues afférentes aux paiements efiecmés pendant le mois écoulé, i la 
Caisse du Payeur ou de l’Agent Spécial du lieu de son domicile. 

Lorsque 1e montant des rctenucs n’cxcéde pas 10.000 francs, le versement peut étre 
effectué que dans les 15 jours des mois de Janvier, Avril, Juillet ct Octobre, pour le tri— 
mestre écoulé. 
Des pénalités son't prévues: 

— amende d’un montant égal '21 la taxc due pour omission des retenues, ou retenues in—- 
suffisantes;

' 

—— 10% du montant des sommcs dont le versement a été différé par mois de retard pour 
paicment tardif de la taxe (cette pénalité ne peut étre inférieure 2‘1 5.000 francs ct fait 
l’objet de maj oration suivant l’importance du retard). ’ ' ‘ 

Z) AUTRES IMPOTS 
1°) Impét général sur le revenu des personnes physiques: nous sommes é votre 

disposition pour l’étude dc cet impét qui ne frappe pas les sociétés. -

’ 

2°) Taxe spécifique sur les produits pétroliers: son tarif varie dc 13,4 frs CFA :3. 17,8 
frs CFA suivant la, nature des produits. 

3°) Taxe de raffinagc des produits pétroliers: son taux varie de 6 Ta 2 50/0.
' 

4°) Taxe intérieure sur les huiles alimentaires de I o/(,. - 

5°) Prélévernent exceptionnel de 5% sur les réserves des sociétés: i1 s’agit d’un pré— 
lévement qui a été exigible en I 965 et ne devrait pas se renouveler. _ 

6°) Taxes sur l’exploitation miniére: elles comprennent des droits fixes pour déli- 
vrances ct renouvellement dc permis (de 5.000 '21 50.000 Fr CFA) et des redevances pro- 
porfionnenes (de 1 £1 12,5%). 
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ALGERIA 
TAX NEWS 

NOUVELLES MESURES FISCALES *) 
I. ENREGISTREMENTV 
MUTATIONS D’IMMEUBLES 'ET DE 
FONDS DE COMMERCE 

Pour tout actc dc vente, i1 y a lieu de dépo- 
ser une dcmande dite. «dc vacance ou de 
non vacance» concern'ant l’immeuble ou 
le fonds de commerce, objet de la mum? 
mom: 
a) auprés dc l’Enregistrement (direction) 
[7) 'auprés de la Pre’fecture, qui, dans un 

délai d’un mois, notifieta si 1e bien est 
«vacant» on non. 
Le paiement de toute vente, s’il n’y a 

pas établissement d’un acte notarié, se 
fait entre les mains de l’Inspectcur de 
l’Enregistrement. Et les fonds ne pourront 
étre remis qu’une fois tous les impéts 
réglés. , ‘

\ 

DROIT DE PREEMPTION 

4) Le délai pendant lequel l’Enregistre- 
mcnt peut éxercer son droit dc préemp— 
tion est porté de six mois '21 um an. 

, b) L’Enregistrement, par ailleurs, a la 
possibilité de relever toute insuflisance 
de prix, pendant un délai de cinq ans, 
avec effet rétroactif au premier Juillet 
I962. 

*) Compare Bulletin 1964, page 265. 

II. IMPOTS DIRECTS 
Le taux des impots est fixé comme suit: 
Contribution fonciére des propriétés non 
baties: 18 pour cent 
Contribution fonciére des'propriétés ba- 
ties: ‘38 pour cent 
Impéf sur les bénéfices ixfdustriels er 
commerciaux: 
a) particuliers et stés dc personncs: 

18 pour cent 
b) artisans et assimilés: I I pour, cent'. 

a) sociétés de capitaux: 
— taux normal: 50 pbur cent 
— taux réduit: 30 pour cent 

Impét sur les bénéfices de l’exploit. agri- 
cole: ’ d1 8 pour Cent 
Impét sur les bénéfices des prof. non 
commerciales ‘ 24 pour cent 
Versement forfaitairc £1 la charge des em- 
ploycurs: 

I 

6 pour cent 

OBSERVATIONS: Sont supprimés: 
- 1a majoration exceptionnellc de 10 pour' 

cent , 

— le prélévement exceptionnel tempdrairc 
de 20 pout cent ' 

Les traitcments ct salaires nc sont pas 
compris dans le revenu soumis é l’I.C.R., 
en raison de leur régime mensuel d’im- 
position (voir ci aprés). 
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III. TRAITEMENTS ET SALAIRES 
A partir du premier mai 1965, l’impét sur 
les traitements et salaires est retenu men- 
suellernent par l’employeur. Cette retenue 
s’opére mois par mois: elle est définitive. 

IV. DIVERS 
A. ARTISANS : ils ne peuvent utiliser 
que le concours de leur femme, de deux 
enfants, ou d’un compagnon et un ap- 
prentl. 
B. DECLARATIONS FISCALES: 1e délai 
dc déclarations est fixé au 51 mars sans 
distinction entre le régime d’imposition 
forfaitaire ou celuj des bénéfices rééls. 
C. DOMICILIATION: toute délivrance 
dc certificat dc non imposition est sub- 
ordonnée :3. la production par le deman- 
deur ‘d’unc attestation de domiciliation 
délivrée par le Contréle des Impéts Di- 
rects de la résidence. 
D. OPPOSITIONS: Les oppositions £1 

tiers détendeur s’appli queront non seule- 
ment aux sommes détenues :3. 12. date dc 
l’opposition, mais également 32 tous les 
fonds qui parviendraient au tiers détendeur 
pendant le délai d’un an. 
La cession dc salaire est inopposable au 

Trésor. La quotité disponiblc lui est at— 
ytribue'e en totalité.

V 

E. HYPOTHEQUE LEGALE DU 
TRESOR - 

Pour 1e recouvrement des amendes dont la 
perception est du ress'ort des Contribu- 
tions Diverses, le Trésor a une hypothéque 

' 

légale dispensée d’inscription sur tous les 
biens des redevables. 

Cette hypothéque prend rang 2‘1 121 date 
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d’envoi du titre de perception. 

V 
V. TAXES SUR LE CHIFFRE 
D’AFFAIRE S 

Pour les ventes au détail, 1a réfaction de 
trente pour cent est ramenée 5. 15 pour 
cent. 
Pour les produits dont le prix de vente 

est fixé, la taxe £1 la production est assise 
sur ce prix diminué de 15 pour cent, sans 

' que l’abattement puisse faire descendrc la 
base d’imposition au dessous du prix de 
revicnt, taxe comprise, de la marchandise. 

NOTA: 
a) Sont exonérées les afiaires faites par les 
pcrsonnes dont le chiflEe d’affaires global 
annuel, est inférieur £1 6.000 dinars algé- 
riens. 
17) Sont redevables, les personnes qui 
vendent annuellement pour plus de 6.000 
dinars algériens achetés par clles, £1 des 
personnes qui, fabriquant, élevant, fa— 

connant ou transformant ces produits, ne 
- sont pas redevables de la taxe £1 la produc— 
tion. 
5) Les emballages de produits exonérés et 
’ceux' des produits soumis aux droits fu- 
sionnés, ne peuvent dormer lieu '21' rem- 
boursement de la'taxe les ayant grevés, que 
si lcur valeur, taxe comprise, est au mdins 
égale it 20 pour cent (Vingt pour cent) de la 
valeur du produit, autrement' dit aprés 
conditionnemcnt et taxe comprise. 

VI. PRESCRIPTION 
Le délai par lequel se prescrit l’action dc 
l’Administration est fixé 51 six ans.
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LE TRANSFERT EN FRANCE DES PROCEDURES JUDICIAIRES 
’ ENGAGEES EN ALGERIE ‘

' 

Le ministére dé 12. Justice rappelle qUC le 
décrét du 1 I aofit dernier, paru an ].O. des 
16 ét I7 aofit, a publié les nouveaux ac— 
cords judiciaites franco-algériens. Ce's ac— 
cords permettent dans certains cas, n0— 
tamment lorsque toutes les parties '21 

l’inétance sont frangaises et domiciliées 
hors d’Algérie, de transférer eh France les 
procédurcs engagécs en Algérie antérieu— 
rement au Ier juillet 1962," 5. condition 
qu’avant 1e 17 février 1966 um: demands 
soit présentée '21 cette fin par déclaration 
orale ou par lettre recommandée, avec ac— 

cusé dc réception au grefi'e de la juridiction 
algérienne déjz‘a. saisie. En cas dc transfert, 
les parties peuvent donc poursuivre en 
France la procédure engagée en Algérie. 
«En outre, ces mémes accords donnent 

compétence dans certains cas 2‘1 la Cour dc 
Cassation pour connaitre des pourvois 
formés contre les décisions d’Algérie 
avant le 28 aofit 196;, 2‘1 condition qu’avant 
le 17 décembre une demande soit formu- 
lée par lettre recommapdée avec accusé dc 
reception au greffe de la cour supréme 
d’Algérie». 

DROITS ET AVANTAGES SOCIAUX 
DES FRANCAIS RAPATRIES D’ALGERIE( 

Les décrets du 2 septembre 1965 parus au 
JOURNAL OFFICIEL DE LA 
REPUBLIQUE FRANCAISE du 
4 SEPTEMBRE 1 96 5 

portent la prise en charge et la revalorisa— 
tion des avantages sociaux accordés aux 
rapatriés d’Algérie, qui doivent se mettre 
eqrapport avec les misses de retraites dont 

I 

dépend leur fonction. 
Ces mesures permettent: 

1° aux travailleurs des professions salari— 
ées et non salariées ayant résidé en Algérie, 
de valider gratuiternent dams le régime d’as- 
surance vieillesse dont _teléve leur pro- 
fession, les périodes pour lesquelles 115 out 
OBLIGATOIREMENT cotisé en Algérie. 

2° Aux rapatriés, anciens salariés ou non 
salariés de bénéficier d’un nouvel avantage 
de Vieillesse calculé dans les mémes condi- 
tions que si l’activité professionnellc du 
bénéficiaire s’était déroulée en France et 
comportant notamment les revalorisa- 
tions intervenues depuis 196 3. 

Ces textes Visent done: 
A. les CA_V I C s pour les commercants 
B. la CRPL, pour les professions libérales 

En ce qui concerne les Avocats, 1e décret 
numéro 65.747 du 2 septembre 1965 a été 
spécialement pris en leur faveur.

| 

LE DROIT A INDEMNISATION 
L’a‘rticle '4 de la loi du 26 décembre 1961 
avait posé le principe du droit :2 l’indemni- 
sation, en cas de spoliation et de perte de

, 

biens, pour les Frangais d’Outre—Mer, 
rapatriés massivement en France. ' 

Le Gouvernement frangais Vient justc— 
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ment de déposer devant les; deux assem- 
blées, un rapport sur l’appliéation de cette 
loi, afférente i la réinstallation des Fran- 
gais rapatriés.

' 

Les 246 pages de ce rapport précisent 
les mesures prises jusqu’é ce jour '21 cet 
effet (secougs d’arrivée, allocations dc sub- 
sistancc, reclasserncnt de salariés et de non— 
salariés, attribution dc logements, indem— 

’ 

nités particuliéres, préts réinstallation pro- 
fessionnelle) en vuc d’aider les 1.350.000 
rapatriés, et de permettre leut intégration 
dans l’économie nationale. 

Mesures certes d’importance, puisque 
les dépenses ont atteint 10.358 millions dc 
francs, soit 1.035 milliards d’anciens 
francs. 
Le Gouvemement précise ‘notamment 

que, ayant cu 1e choix entre la voie «dc 
l’indemnisation» des biens abandonnés 
Outre-Mer, et «le reclassement» des ra- 

patriés en France, il a choisi cette seconde 
voic, qui, 2‘1 ses yeux, «correspont mieux 
aux besoins réels de ceux—ci, en méme 
temps qu’é l’intérét national». 
Le Gouvernement s’en ticnt donc 2‘1 la 

poursuite de la politique d’aide it 19. réin- 
stallation professionnelle. 

L’annonce de ces nouvelles mesures 
avant soulevé une trés grands et 1égiti—- 
me émotion, 1a premiére séance de travail 
‘de l’Assemblée nationale, le 5 octobre 
1965, a commencé par un vote dcs parle- 
mentaircs au sujet du probléme majeur dc 
l’indemnisation des rapatriés pout leurs 
biens spoliés. . 

Ce vote est particuliérement significatif, 
puisque par 237 voix centre 225, il a été 
décidé dc désigner une commission spé- 
ciale, laquelle sera chargée d’examiner 
la proposition de loi Baudis, afin que 
l’Agence des biens ct: Intéréts des rapatriés 
procédc '21 l’évaluation des biens perdus et 
délivre aux intéressés, des certificats qui 
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reproduisent cctte évaluation, en fonction 
de laquelle sera calculé 1e montant de l’in- 
demnisation qui leur sera accordée. 
Le probléme soulevé est d’importance: 

l’indemnisation future par l’Etat frangais, 
dcs biens perdus aussi bien en Algérie, 
Tunisie, Maroc, mais aussi en Egypte, In- 
dochina ou Guinée. Ce patrimoine aban- 
donné est considérale. 

L’indemnisation ne visera pas seulernent 
le «dédommagement» des Frangais nés 
dans ces pays—1'21, mais également 1e «dé- 
dommagement» des personnes physiques 
ou morales métropolitaines qui y avaient 
fait dc multiples investissements. Nous 
citerions, pour seul example, qu’é. la suite 
du Plan de Constantine, de nombreuses 
entreprises frangaises s’étaient installées en 
Algérie, oil, du fait des événements, elles 
ont dfi abandonner toutes leurs installa- 
tions. . 

En droit privé comme en droit public, 16 
principe dc l’ind'emnisation est ici pleine- 
ment justifié et 51 la base, se place «le droit 
dc propriété». 

L’exclusivité du droit de propriété si- 

gnifie que le propriétaire bénéficie seul de 
toutes les prérogatives attachées :1 son 
droit: aucune autre personne ne pouvant 
prétendre £1 un droit quelconque sur son 
bien. 
Ce «droit dc propriété» est perpétuel, en 

ce sens qu’il est appelé '21 durer un temps 
illirnité entre les mains du propriétaire 
actuels et de ses ayants cause 51 l’infini. 
Le droit dure autant que son objet'. 
Les atteintes au droit de propriété ayant 

été commises Outre-Mcr, les spoliés, ont, 
dés lors, un droit indiscutable £1 étre in- 

demni§és. 
>Les dommages certains causés aux ra- 

patriés pour les biens immobiliers aban- 
donnés ou perdus, du fait dc l’instaura- 
tion d’une politique nouvelle appliquée
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par les nouveaux Etats, doivent ouvrir 
droit é réparation, done it indemnisation. 

L’article premier de la loi No 61.1439 du 
26 décembre 1961 stipule justement quc 
«Les Frangais, ayant dfi ou estimé devoir 
quitter, par suite d’événements politiques, 
un territoire 01‘1.ils étaient établis, et qui 
était antérieurement placé sous la souve— 
raineté, le protectorat ou la tuelle de 
France, pourront bénéflcier du concours 
de l’Etat, en vertu de la solidarité nationa- 
le affirmée par le préambule dc la Consti- 
tution». 

Et c’est bien' au nom de cette solidarité 
nationale, qu’une loi devza établir 16 mon- 
tant et les modalités d’une indemnisation, 
en cas, de spoliation et de perte des biens 
appartenant aux personnes viséqs audit 
artible premier sus—énoncé. 
Ce sera juste réparation. \ 
Et de telles mestires seront bénéfiques 

pour l’Etat, puisque les sommes allouées' 
2‘1 cc titre, seront distribuées en France, et 
de ce fait, aussitét remises en circulation. 

Reported by: Me. Max. Hubert Br‘w‘bier 

November I) 6; Lame : 
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Max Eugéne Laxan . 

Recent Rulings and Decisions. 
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TAX TREATIES 

NEW GERMAN _ U.S.A. (INCOME) TAX TREATY 
A protocol was signed on September 17, I965, revising the U.S.—German tax treaty of 
July 22, 1954, and was approved by the U.S. Senate on October 22, I965 . 

The protocol will come into force upon the exchange of the instruments of ratification 
and will be retroactive to January I, 1963, for know-how royalties and to January I, 
1965, for dividends received by U.S. parent corporations from German industries. The 
other provisions will be effective as of January' I of the year following the calendar year 
in which the instruments of ratification are exchanged. 
We publish the German text of the treaty in which we have integrated the provisions 

of the protocol. 
The new provisions aré printed in cursive. The English text has been published in 

the November issue of Supplementary Service to European Taxation. Some details of 
the new protocol were published in Tax News Service, Part II, Non Europe, 44. v 

Abkommen Zwischen der Bundesrepublik Deutschland und den Vereifiigte 
Staaten vori Amerika zur Vermeidung der Doppelbesteuerung auf dem Gebiete 

der Steuem vom Einkommen 

ARTIKEL I 

(I) Die Slater”, auf die .ricb diem Ab- 
kommen beziebt, .rz'nd:

_ 

a) auf .reiz‘m der Vereifligz‘m 51441212 #072 

Amerika: 
(lie Bundexeinéommemteuem eimrblz'efl/itb def 
Z amt/J/agxteuern (Iurta xex) 
(I'm folgemlm a]: ,,.S'teuer der 'Vereim'gten 
Staten" begeitlmet) ,'

_ 

b) azg’xez'teh der Bundexrepub/z'k Deutxcbland: 
die Einkommemz‘euer, 
die Kéiperxcbaftxfeuer, 
die Gewerbeyteuer and 

_ V 

die Vermégemteuer v 

(imfo/gmden a]: ,,.S'z‘euer der Bundexrepub/ik“ 
bezeit/met) .

I 

(2) Dd! var/iegemz’e Abkommm in wit/J 

auf jade andere ibrem Ware/z mack z’z‘bn/z’c/Je 

Slayer aizzuwendm, die flac‘b .rez'ner Unter- - 
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gait/mung 11cm einem de'r Verlrzzgstaatm er- 

boben win]. 
(3) Die in dime”: Ahkommm Milan/fem” 

Bm‘z'mmuflgm fiber die Besfeuern dc; Ge- 
wiims ge/fen ambfz'ir die in der Bundexrepublik 
erbobefle, m'cbz‘ nae/J dam Gewerbeertrag oder 
Gewerbekapz’lal bememme Gewerbwteuer." 

ARTIKEL z 

(I) In diesem Abkommen bedeuten: 
a) der Begriff ,,Vereinigte Staaten“ die 
Vereinigten Staaten von Amerika; in geo- 
graphischem Sinne verwendet umfaBt er 
ihre Staaten, die Territorien Alaska und 
Hawaii sowie den District of Columbia; 
b) der Begriff ,,Bundesrepublik“ die Bun- 
desrepublik Deutschland; in geographi- 
schem Sinne verwendet umfaBt er das 
Gebiet des Geltungsbereichs des Grund-
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gesetzes ffir die'Bundcsrepublik Deutsch- 
land; 
c) (M) der Begrifl ,,Betriebstiiffe“ eine fem 

Gextbdflseinrit/Jtuflg, in der die T itz'gkez't 
eine: Um‘erflebmgm ez‘nei tier Vertragn‘aaten 
gang oder tei/weixe amgetibz‘ wira'; 

(bk) der Begrifl "Befriehrflz'z‘te" umfaflt im- 
bemmiere: 
einen Ort derLeituflg,

I 

cine Z wezgnieder/auung, 
eine Gesc/Jz‘g'fz‘utelle, 

-ez'n Ladeflgexcbdft Oder eine andere Ver- 
kaufiez'nricbz‘mg, 
ez'ne Fabrikqtz‘omxta’fle, 
cine Weikytfilte, 
eifl Bergu/erk; eimm Steiflbrm/J oder eifle 

andere Stdtz-‘e der Amiga/tang yon Baden- 
“Mtge”, 
eiize Bauaug’zibmng oder Montage, Jere” 

Dauer zwb'lf M omzte fiberxtbrez'tet. 
(It) Ungeacbtet d3! Bucbxtabem' 5 (aa) be- 

grii/Iden cine oder mebrere der fo/gerza'en 

T fitzgkeiten kez'ne Betriebm‘z'tte: 
dd: Beflutzen yon Einricbtungen :{ur Lage- 
rung, Amstellmg oder Amliqfemng lion 

Gt'itmz oder Warm ale: Unterrzebr/zem; 
day Unler/Jzzlten 12071 Bestiz'nden van Gz'itern 

oder Warm dex Unternebmem {fir Lage- 
rzmg, Annie/lung ader Amlieferuflg; 
dd: Unterbaltefl mm Bextz'z'nden yon Grimm 
oder Warm d6: Untemebmem {u dew 
Zia/ark, .rz'e dumb ein andere: Untemebmen 
bearbez'z‘en ader yemrbeitm {a 1451M," 
dd: Unler/Ja/ten einer'feJ-tefl Gexcbz'zftxez’n— 

rit/Jtzmg {a dew Zu/eak, fz‘ir da: Unter— 
nebmen Gz'iter oder Warm einzukaufm oder 
I nforwatz'onen {u bexcbafi'en; 
day Unterbaltefl einer fen‘en Geubdftxein— 
ricbtzmg zu dam Zulu/é, fz'ir a'a: Um‘emeb— 
mm {14 werben, Informationen zu artez'lm, 
wimemcbaft/irbe‘ Font/11mg zu betrez'ben 

oder a‘z‘lmlz‘rbe T dtzgkeiteiz amzufiben, die 

yorkereitender Art Jiml oder sine Hilfxtiz'z‘zg- 
keit damn/Zen.

' 

(dd) Hat ein Unfeme/Jmen einex der Ven‘mg- 
Harden in dem aflderm Slaat kez'ne Betrieb- 
.rtiz'tz‘e z'm Siime de; Burbstabem 5 (aa) his 

(to), :0 wire! e: demot/J .ro bebande/z‘, a]: babe 
e; in dem lefzfgenamzz‘en Stag; eifle Betrieb- 
5mm, worm e; in diexem Stag! dumb eiflm 
Vertreter gewerhlz’tb Mfig zlrt, der cine 

Vollmacbt beyitzf, im Name” (16$ Um‘er- 
nebmem Vertrdge abzuu/J/z'eflefl, zmd dime 
Vol/mum in dim-em Slaat regelmd’flzg 

amiibt, é: Jei den”, dafl .rz'cb die Amiibung 
der Vol/mach auf den Eiflkauf 1/071 Gfitem 
oder Warenfz'ir (Ia: Unteme/ymen hen/Jrz'inkt. 

(ee) Bin Ufltemebmefl einex der Verfrzzg— 

Jfaatm wird nicbt .rcbcm day/m [b .m bebandelz‘, 
a]: babe 95 ez'ne Betriebstiz‘tz‘e in dem anderen 
Staat, wail e: dart Mine gewerb/z'clae T (#n- 
,éez't dumb ez'nm Makler, Kommz'uz'om‘z‘r oder 
eimm aflderen unab/Jé'ngzgerz Vertreter amibt, 
.wfern diam Permit in! Rabmm ibrer ardent- 
lz'cben Gexbzzzftxtiiz‘zgkeit halide/2‘. 

(fl) Der' Umn‘and, dafl eine Pemm mi! 
Wobmitz in einem der Verlmgxtaatm oder 
eine Kérperubaft sine: rler Vertragxtam‘m 
(2') fine Ké‘rperxbaft dc: aflderen Siaatex 
beberrubt, mm 2737 beberrxcbt wird oder mil 
i/Jr zuxam'men mm eitzem Britten beberru/Jt 
wird oder (ii) eine KfirperJt/mft be/JerrJt/Jt, 
yon ibr beberrJr/Jt wird oder wit ibr {mam- 
mm yon eirlem Britten beberrubt wird,~ die 
in dem anderen Staat (entweder dumb cine 
Betriebxtiz'tte oder in- anderer' Weixe) ge- 

werb/z'rb Iiz‘tz'g in‘, win! bei der Fextn‘ellung, 
017 dime Perm” ader Kfirpem/aafzf eifle Be- 
trz'elntiz‘tfe in dem anderen Stan! bat, nick! 
berickxicbtigt.“ , 

(1) dc: Begriff ,,Unternehmen cines‘ dér 
Vertragstaaten“ je nach dem Zusarrimen— 
hang ein amerikanisches oder deutsches 
Untemehmen; , 

_e) der Begrifi' ,,amerikanisches Unter- 
nehmen“ cine gewerbliche Unternehmung, 
die in den Vereinigten Staaten von einer 
natfirlichen Person (als solcher ode: 9.15 
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Gesellschafter einer Personengesellschaft) 
mit W’ohnsitz in den Vereinigten Staaten 
oder von einern fiduciary der Vereinigten 
Staaten oder- von einer amerikanischen 
K‘o'rperschaft ode): einem anderen amerika- 
nischen Rechtstriiger betrieben wird; der 
BegriH ,,amerikanische Kérperschaft Oder 
anderer amerikanischer Rechtstréigcr“ die 
nach dem Recht der Vercinigten Staaten, 
ihrer Staaten oder Territorien errichteten 
oder organisierten Kérperschaften Oder 
anderen Rechtstriiger; 
f) der Begrifi' ,,deutsches Unternehmen“ 
cine gewerbliche Unternehmung, die in 
der Bundesrepublik von einer natiirlichen 
Person (als solcher Oder als Gesgllschafter 
einer Personengesellschaft) mit Wohnsitz 
in der Bundesrepublik Oder von einer 
deutschen Gesellschaft betrieben wird; 
der Begriff ,,deutsche Gesellschaft“ ju- 
ristische Personcn sowie solche Rechts- 
triger, die nach den Gesetzen der Bundes- 
republik steuerlich Wie juristische Perso— 
nen behandelt werden, wenn die Gesell— 
schaft ihre Geschfiftsleitung oder ihren 
Sitz in der Bundesrepublik hat ; und . 

g) der Begrifi' ,,zustéindige Behérde“ auf 
seiten dcr Vereinigten Staaten den Com— 
missioner of Internal Revenue im Rahmen 
der ihm vorn Sekretfir des Schatzamtes er- 
teilten Vollmachten und auf seiten der 
Bundesrepublik den Bundesminister der 
Finanzen. 

(z) Bei Anwendung der Vorschriften 
dieses Abkommens Wird jeder Vertrag— 
staat, sofern sich aus dem Zusammenhang 
nicht etwas anderes ergibt, jedem nicht 
anders bestimmten Bcgriff den Sinn bei- 
legen, der ihm nach den eigenen maBge— 

- benden Gesetzen zukommt. Im Sinne 
dieses Abkommens umfaBt der BegriE 
,,Wohnsitz“ in der Bundesrepublik auch 
den gewbhnlichen Aufenthalt. 
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ARTIKEL 3
_ 

(I) Gewerblz'r/Je Gewimze ez'nex Untemeb- 
mem- eifle: der Vertmgstaaten Jim] in dem 
aflderen Slant .rteuerbay’rez‘z‘, e; .rei den”, dafl da: 
Untemebmen in den: anderm Stag! dumb ez'Ize 

dart ge/egme Betrz‘ebxta‘z'fle geWerb/z'rb tiz‘zg ixt. 
[It d4; Uflteme/Jmm auf diam Weixe ting, .ro 
kamz der andere Staaz‘ die gewerblz‘c/Jm Gemimze 
def Um‘emebmem Iam‘euem,jedacly Mr imowez'l, 
a]: .rz'e der Betrz'ebfid'tte zugeret/mez‘ warden 
kfimmz oder a]; xie am Quellm imzerba/h 
diam anderm Stanley dumb dm Vméauf 1/012 
Gitem oder Warm der glez‘tben Ari wie die van 
der Betrz'ebn‘iz’z‘te yenéaufz‘m Gz'iz‘er qder Warm 
Oder duff/J andere Geubdfte erzie/t warden, die 
1/071 glez'cber Art We die you der Belrz'elan‘z‘z’tz‘e 
geta’z‘lz'gten Gembdfle. 

(2) [It ein Ulzz‘eme/mzm eilm der Vertmg— 
.rtaaz‘en in dem anderen Swat dflfl‘b eine dart 
gelegene Betrz‘ebn‘a‘fle gewerblirly tang, :0 find 
dimer Belrz'ebxtd'tte dicy'emgm Gewz’nne am ge- 
werla/z'cber T iz'tzgkeiz‘ {haunt/171w, die Jie a]: 
.re/bstz‘indzgex Unleme/ymen am g/eic/Jer oder 
fibfllicber T a‘figkez't miter demelben oder film— 
litbetz Bediflgmgen mid IMala/Jziflgzg 12011 dew 
Unfernebmm, ties-Jen Betrz'ebn‘d'tte xie in‘, 

him: erzz'e/en ko’mm. Erzielt dd: Unlemeb- 
men when den dumb die Betrz'ebn‘dtle erzz'elz‘en 
Geu/z'mmz andere Gewimze der in Almztz I 

bezeitbfleten Art, 5'0 warden diexe anderm Ge— 
u/irme .ro bebana'e/t, alx Mien .rz'e‘a'urcb die Be— 
triebxtiz‘tz‘e erzz'e/t warden.

I 

(3) Bei der Ermiz‘tlung der gewerblitbm 
Gen/mm cine: Unteme/Jmem cine: der Ver- 
tragxtaatm, die in dem anderen Staat fldt‘b den 
-Ab:a‘ifzen I and 2 beyteuert warden kfiimefl, 
.rirzd alle Aufiymdungm eim'tb/iefl/icb der Ge- 
Jibt'g'ffiffibflmgl- and al/gemeinen Verwa/tungJ- 
koxten {um Abzug {azulaxxem mweit .rz'e in 
angemm‘ener Waive mit den :0 {u besteuemden 
Gay/inner! {mammenbingem um! zwar obne 
Rfitir/Jt damuf, 11/0 dime Aufwenduflgen (mt- 
.rianden find; 

(4) Gewimw gelten nitbt .rcbtm dexba/b, a]:
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am Quel/m inflerbalb sine: der Vertmgn‘aatlefl 
Mn- ez'nem Unlemebmm d9: anderen Staaiex 
erzz'elz‘, weil eine Betriebxtfih‘e dex Uflterizeb— 

mam” oder dd: Unterrzé/Jmen sellnt Gz'iz‘er oder 
"Warm fz'ir Rec/mung ale; Unrernebmem ez'n— 

kazgft. . 

(5) Der Begrifl ,,gewerb1icbe Gewimze“ be- 
deutez‘ Einkfinfte einex Untemebmem am der 

' aktz'yen Ausfibung einer gewerb/z'c/Jm T dil# 
and umfaflt amb die Einkfinfte, die ein Um‘er— 
nebmm erzz'elz‘, indem e: Diet/eixtzmgen dun-b 
seine Angextellten oder andere Krd'fz‘e erbrz'nge'n 

ldjfz‘; er umfaflt aber m'c/Jt die Einkfinfte, die in 
Artike/ 6 Abu'z‘tze 1 his 6 (Dividendefl), 
rArtikel 7 Abxdtze I zmd z (Zz'mm), Arlikel 
8 Absdz‘ze I My 3 (Lizenzgebfibrm), Artike/ 
9 (Eiméz‘inffe am unbeweg/icbem Vermo‘gm 
and Bodemcbiz‘tzen), Arti/éel 94 Abu‘z‘tze I, 

’ 

2 mid 4 ( Veriufiermgxgewime) zmd Artikel 
go (Arbez't oder perxé'nlz'tbe Diemte) beban— 
dellflnd.“ ‘ 

ARTIKEL 4 
Wenn eiri Unternehmen des einen Ver— 

tragstaates vermége seiner Beteiligung an 
_ 
der Geschiftsffihrung Oder amfinanziellcn 
Aufbau eines Unternehmens des anderen 
Vertragstaates mit diesem Untérnehmcn 
wirtschaftliche oder finanziellc Bedingun- 
gen vereinbart oder ihm solche auferlegt, 
die von denjenigen, die mit einem unab- 
hingigcn Unternehmen vereinbatt wiir— 

den, abweichen, so dfirfen Gcwinne, die 
eines der beiden Untemehmen fiblicher- 
weise erzielt hitte, abet wegen dieser Be- 
dingungen nicht erzielt hat, den Gewinnen 
dieses Unternchmens zugerechnet und 
entsprechend besteuert werden. 

ARTIKEL 5 

Gcwinne, die aus einem Untcrnehmen 
‘eines -der Vertragstaaten durch den Be- 
trieb von Schifl'cn oder Luftfzihrzeugen 
erzielt werden, sind in dem anderen Staat 
stcuerbefreit.‘ 

‘ 

, 
ARTIKEL 6

I 

. (1)»Die Steuer der Vereifligten Staaz‘en 12012 

'Dz'vz'dmdei’z, die (zine flatfir/icbe Perm” wit 
.Wo/s'tz in der Bundexrepubli/é oder cine 

damp/9e Gexellflbaft mm eirmr amerz'kaninbm 
Ké'rpem/Jaft beziebt, dmf, .rou/ez't dimer Arti— 
ke/ nit/1t: anderex befiz’mmt, 15 vom Hundert 
des Brutto’betmgx der Divideflden nicbt fiber— 
Iz‘ezgm. 

‘ I 

(2) Die Steuer tier ‘Bufldexrepublié yon 
(Dividenden, a’z'e cine Person mi! Wobim'tz in 
den Vereimgten Staaz‘en, eifle amerzkaniube 
Kb’rpersdmft-oder ez'n aflderer amerikaniuber 
Rerbtxtrz'zger mm einer deutxcben Gem/Zubaft be— 
zie/Jz‘, dmf, Ioweiz‘ dimer Artike/ m'cbtx andere: 
beytimmt, 15 1/071: Hundert de: Bruttobetragx 
tier Dividendm flit/32‘ fiberxtezgen. 

(5) Ungear/Jz‘et de: Almz‘zu 2 darf bei 
Dividenn’m, die cine amerikzmiyc/Je Ké'rper- 

.M/Jafz‘ oder ein anderer amerikanisrber Rec/3t;- 
z‘rizger yon einer deulxben Gexel/u/mft bezie/Jz‘, 
deren xtimmberetbtigte Afltei/e der erslgenam— 
ten Ké’rperulmft oder dem ertmanfltefl 
Recbz‘xlréiger {u mindextem 10 1/077: Hflndert 
uflmiz‘telbar gebé’refl, die Steuer der Bum!“- 
repub/ik 15 120722 Hundert, jea’oc/J nick! 25 
1mm Hundert de: T eile: der Diuidena’w fiber- 
:tezgefl, der mab .4m 5 a]; reinvextiert gilt: 
Der uorbergebende Satg in‘ flur anwefldbar, 
11mm die Bundexrepub/ik I'm Zeitpzmkt a'er 

Diuidefldenauut/Jfitmng eine Kb’rperxt/mftxteu— 
er van den awgen/Jfifielen Gen/2mm der deut- 
J‘f/Jefl GeJel/xcbaft zu cine”! Vombzma'ertmtz 
erbebz‘, der mindextem zo Punkte niedrzger is! 
alx-der Satz der Ké’rperxrbafm‘euer fir m'c‘bf- 
amgesc/Jfiz‘tete Gewimze. 

_

' 

(4) AIm 3 gilt .rz'nemizflffir die Steuer 
der_ Vereimgtm Staaten yon Dividenden, die 

eim: deutxo/Je Gesellxtbaft mm eifler amerikafli~ 
:tlyeaé'rpembaft begie/n‘. 

(5) Fiibrt die ‘amerikaninbe Ké‘rperxcbaff 
der deutxcbm Gesellnbaft unmittelbar oder 
mine/bar Geld oder afldere Vermé’gemwerté d/J‘ 
Darleben oder zur Erbé‘btmg ale: Ge:ell:rbaft.r« 
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kapz‘tali oder in einer anderen An/ageform zu 
um! fiberxfezgt der auf dime Waite {ugeffibn‘e 
Betrag 7,5 120m Hunderz‘ der Dividendefl, die 
die amerikaniube Ké‘rperxrbafz‘ van der deut— 
J'Z‘IJM Gexellsc/Jafz‘ in dem Kalmrlerjabr beziebt, 
in dem die Zufii/Jruflg :tatifizdet, .50 gilt bi; zur 
Ho‘be a'er Dividena'm der gemmte {ugefil'brte 
Betmg a]: in: Shine d3: Abxatze: 3 am den 
Dividenden reinvestiert, die die amerikdm'ube 
K é‘fperubafz‘ mm der deutnbm G'ml/u/mfz‘. 
a) in dem der Zufli/eg voramgebenden Ka- 

lendely'a/Jr, 

b) in dem Kalenderjabr, in dem die Zuffi/Jrung 
.rtzzz‘zy‘indet, um] 

. .c) J'm, :fo/gendm- Kalenderjabn,. and {war in 
dialer Rei/Jenfolge, beziebt. Bei den in einem 
balm/mien fabr gegablten Dividenden Jim! 
{116t die in dem uorangebendm jabr auge- 
ffibn‘m Betrdge {u berfititbtzgm, jedotb 
rmr imawez'z‘, a]; Jie a/J reinuexz‘z'ert ge/tm 
and a]; .rz'e m'cbt .rcbon bez‘ frz'i/Jer awge- 
scbz'iz‘teten Dividenden {u einer Baxtezterung 
nub Abmtz 3 gefz‘i/Jrl babe”. 
(6) Ermdflzgungm ader Eritatlmgen der 

2'”! Abzugxwege erbobmen Slower yon Dividen- 
dmdm, auf die Abxatz' 3 oder Abmtg 4 An- 
wendung finder, unter/iegen dew Vorbeba/t, 
dafl die .qcbge/axxene oder erxlattete Steuer 
lucky/gable” iii, .rofern .rie auf Grand ez'ner 

Zufii/Jrung, die a]! Reinveytilz'on I'm Sinne de: 
Abmtge: 5 gilt, gamma/def wim’; die die Divi- 
dendm beziebende Ké‘rperstlmft and die am- 
.rc/Jfittende gese/lu/Jafl baften fiir die flat/azu- 
{ab/mic Steuergemmfu/Ju/drzerixtb. 

(7) Die vorstebefldm Bem‘mmmgm .rz'rzd 

nick; anzuwendefl, weim der Empfiz‘nger der 
Dividendm im Fal/e der Absitze I mu! 4 in 
den Verez'mgten Staaten and i771 Fal/e der A17- 
55126 2 and 3 in der Bundexrepub/ik cine Be- 
triebxliz'z‘te but um! die Belei/zgung, fz‘t‘r welt/M 
die Dividefldm geza/J/l warden, {a dimer Be- 
trz‘ebm'z'tte Iam‘z'tb/icb gebé‘rt. 

_ (8) Der Begrifl ,,Divia'endm“ umfaflt auf 
.rez'ten der Bundexrepub/ik neben den Amubz‘d- 
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tzmgen einer Aktieflgejellxbaft amb Am‘flbiil- 
tuflgm auf Antei/e an einer Gael/.rtlmfz‘ mi! 

« benbrd‘nktei‘ Haftuflg, an einer Kapiz‘a/anlage— 
geIe/lu/mff ader an eiizer Kémmarzdz'zgexe/lu/yafl 
auf Aktien Millie Einkzmfle am Kuxm oder 
Genuflubeinm oder Eiflkfinfle eine: xii/[en 

Gael/“baffle” am .rez'mr Belei/zgmg a]: xii/[er 
Gexellxc/mfter.“ 

ARTIKEL 7 
(I) Z imefl am Obligationm, KwIeIm/Jeiizm, 

Stbuldverxrbreihuflgm, [Vermapz'erm ader an- 
deren Scbtlldverpflicbmflgm (eimc/J/iefl/itb der 
dumb lib/pot/Jeken oder andere Grmdpfand- 
rerbte gesz'cberterl film/den), die aim natz'ir/icbe 
Person Im'z‘ Wobmz'tz in der Bundelrepub/ik 
oder eine deutycbe Cele/lscbaff beziebt, Jim! in 
den Verez'mglen Staaten yteuerbqfrez't. 

(2) Z inset: aw Obligationen, Kauemc/yeirlefl, 
Scbu/dveru/Jrez‘bungefl, Wermapierm oder an- 
derm Scbmdyerpflicbtungm (eimrbliefilicb der 
dun/J Hypot/Jeken oder andere Grundpfand- 
recbz‘e geflcbertm Scbu/den), die sine Pemn wit 
Wobmitz in den Vereinigten- Staaten, eirze 

amerikaniu/ye KflperIt/Jafl oder ein anderer 
amerz‘kzmz'x/Jer Rec/yntrizger beziebz‘, Jifll] in 
der Bundexrepub/ik .rz‘euerbefrez‘t. 

(3) Die Abxiitze I and 2 Jim] m'tbt angu- 
wendefl, warm der Empfiflger der Zimen I'm 
Pal/e a'e: Almatzex I in den Vereimgtefl 
Staaten mu! 2'”; Fal/e de: Abmtze: 2 in der 
Bundexnpublik cine Belrielfin‘a‘fle bat um! die 
Fordern, fiir weltbe die Zimen gezablt wer- 
a'ert, {u dimer Betriebxtd’tte tatsd‘cblz'c/J geluirt. 

(4) Bale/Jen auxin/2m Scbuldner Ilfld Emp- 
fiz’nger oder zwiubm ibnen zmd ez'nem Britten 
bexzmdere Beziebnm zma’ fiberstezgen dex/Ja/b 

die gezalzltm Zimm, gemeuen an der :{ugruflde 
liegena’en Forderung, den Betrag, den Srbu/dner' 
und Empfd’nger olme dime Begiebungen yerez’n— 
barf bitten, :0 win! dimer Artike/ nur auf 
diexen letzten Beirag angeu/emlet. In a’z’exem Fall 
karm der fiberxtezlgmde Bet'mg flat/J dew Rat/1t 
jade: Vertmgxtaates and Imter Berfirkxitbti-
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gang der anderen BeJ'timr/Iungen (lieu: Abkom- 
mam bexteuerf werden.“ - 

ARTI KEL 8 

(1) Lizenzgebfibren, die cine nzitfirlicbe Per- 
son mit' Wobmz‘tz in der Bundurepublz‘é oder 
cine defil‘fl‘be Gesellstlaaft bezieln‘, mind in den 
Vereifligten Sfaaten .rteuerbqfreit. 

(2) Lizenzgebz‘ibrefl, die eine Perxon mit' 
Wobmz'z‘z in den Vereimgten Staaz‘en, cine 

' 

amerikaflixtbe Ké’rperxtbaft ader ein anderer 
amerz'kafliuber Rec/mtrizger beziebt, .rz'mz’ in ' 

der Buhdeirepublik Iteuerbefreit. 
(3) Der in dime»: Arti/éel verwendete Be- 

grzfi ,,Li{enzgebz¥bren“ 
a) bedeufet Lizenzgebiibren, M iez‘en oder ande— 

re Betrz'zge, die a]: Vergfitung fz'ir a'ie 

Bermtzn oder (lax Rab! auf Benutztmg 
yon Urbeberredn‘en, kimileristbm oder 
winemtbaftlz‘cbm Werkm (‘eimc/J/z'e/J’litb 

kinematograpbiscber Filme .mwz'e Fi/me 
101d Binder fz'ir Rumfi’mk- oder Fermeb- 
:efidungen), yon Patenten, Mmtern, P/z'i— 

- nefl, gebeimen Verfabren and Formal”, 
Wareflzeitbén .rowz'e film/fiber: Vermo'gem-. 
werten oder Rubia” aderft'ir gewerb/itlze and 
winemcbaft/itbe Auxrfixtmgen oder 
Kenntnine, Erfabmngetz umz' Ferlzgkeiten 

‘ (knowbow) gem/11f warden, and
V 

b) umfaflt aucb Geu/z'tme am der Verduflermg 
1/071 Rerbten oder Vermo'gemwertm, ft’ir die 
derartige Lizenzgebfibren gegab/t wera’en. 

(4) Die Almitze I and 2 Jim] hit/J! angu- 
wena’e/I, wemz der Empfiz’flger der Lizenzge- 
bfibren im Pal/e de: Abmtge: I in den Ver- 
ez'm'gtm Slaafen um! i722 Fa/le de: AbJ-atze: z in 

' 

der Bundurepublz’k eifle Betriebstiz'tte bat zmd 
die Recbte oder Vermo'gemwerte, weltbe die 
Lizerzzgebfibren geza/J/t warden, {u dimer Be— 
friebxtz'z’tte tam'irb/id) gelzé'ren. 

(5) Besteben {wise/1m Scbu/dfler and Emp- 
fz‘z‘ngcr oder {wixcbm i/men and aim»: Britten 
belondere Beziebuhgen um! fiberxtezgen dejbalb 
die gezab/tm Lizenzgebfilzrm, gemeuen an der 

'{ugmnde liegeflden Leiytuflg, Lien Betrag, den 
Scbuldner and Empfz‘z‘nger olme dine Beziebun- 
gen verez'fllmrt bitten, 30 win] dimer Aflike/ nur 
auf diexen letztm Betfag angewendet. In dime”: 
Fall kamz (fer fiberxteggeizde Betrag nacb dew 
Rabi jade: Vertragxtaatex um! Miler Be- 
rfickxic/Jtigung der anderen Bextimmungm diem 
Alzkammem bexteuerf wem’efl.” 

ARTIKEL 9 
(I) Eiflkt‘infle aux unbeweglz‘c/Jem Vermi- 

gm, dd: in einem der Vertragitaaten liegt, 

Iowie die Vergfifungen fiir die Ambeutuflg van 
Bergwer/éefl, Steinbriic/Jen oder aflderefl Baden- 
:cbz'z‘tzerz, die in dime”: Sinai liege”, eimcb/iefl- 
lick den Gewinne aw der Verdufiermg der vor- 
stebefld gemmztm Vermégemwerte, ké’rmm in 
dimer): Slant befieuert warden. 

(2) Eine Izafz‘irlz'cbe Perm” wit Wobmi'tg in 
der Bundeyrepub/i/é oder cine deutube Gare/l- 
.rcbaft, a’z'e mi; den in Abmtz I genamzten Ein- 
kfinftm in den Verez'm'gten Staaten .rfeuer- 

pflit/Jtz'g .riml, :owie eirze Perm” mil Wobm'itz in 
den Verez'fiigten Staaten, eifle amerz’kaniu/Je 
Ko'Tperxtbafz‘ oder Bill anderer amerz'kzmiu/Jer 
Recbtxtrz'zger, die mit den in Ablatz I genamt- 
ten Eifikiinflen in der BundeJrepub/ik .rteuer— 
pflz’c/Jtzg ximl, karma” ffirjede: teuerja/Jr ver- 

langen, dafl die Stellar yon dimer: Einkfiflften 
flack dam Netloergebfli: beretbnet win], and 
{war {it den Steuerxé'z‘zm, die bei einer Permit 
mi! Wollmiiz in dem Vertragn‘aat, in dem dam 
Vermb’gen gelegerz in‘, oder bez' einer Gese/lubaft 
diam Vertragn‘aate: anzuwenden wiren.“ 

ARTI KEL 9a 
(1) Gewirme, die cine natz'ir/icbe Person wit 

Wobmiz‘z 1’71 der Bundesrepublik oder cine 
V 

(let/tube Gexellqft am der Veriz'uflerung yon 
Vermo‘gemwertm (wit Aaabme der Geu/imze 
am der Verdufiertmg 1/0” Vermégen, day in 
Artikel 9 dime: Abkommem bezeitlmet in‘) 
begiebt, J‘ifld in den Vereim'gten Staaten 
.rteuerbefreit. 
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(2) Gewz'nne, die cine in den Verez'nigfen’ 

Staaten amz'zkszge Perm”, eine amerz'kaniube 
Ké‘rperu/Jaft oa’er air: anderer amerikanix/Jer 
Rerbtxm'zger aw der Verduflermg van Ver- 
mo‘gemwerten (mi! Aztmabme der Gewz'me am 
der Verz‘z‘uflerung yon Vermo'gen, dd: in Artikel 
9 dime: Abkommem begged/met if!) beziebt, 
Jifld in der Bufldexrepuh/ik .rz‘euerbefreit. 

(3) Die Abu‘z’lze I and 2 .rz'nd nit/9t angu— 
wenden, weim die Pen-on, die den Veriuflé- 
ruflgxgewz'm beziebt, i711 Falle deJ Ahmfze: I 

in den Vereinzglen Shutter: and 2'”: RIM: dex 
Abmtge: 2 in der Bundexrepub/ik cine Betrz'eb— 
:td‘tte [mt mzd der Gen/inn am der Veriufle— 
rung cine: Vermégemwerte: bezogerz wird, der {u 
diexer Béz‘riebm'z‘tte tam'z‘r/l'rla gelyé'rt. 

(4) Almztz I in‘ with anzuwendm, wean 
a) der Verdufleruflgxgewinn yon einer whirli- 

c/Jen Perxon miz‘ Wobmz'z‘z in der Bandw— 
repub/z‘k begagen wira', die Jitb in den Ver— 
einzgten S Mate/1 z'mgemmt mindm‘em 183 
T age wd/Jreml dear Sieuerjabrex aqilt, zmd 

b) der uerd‘uflerte Vermo'gemwert nit/1t linger 
£11556t Mamie I'm EigeflIuI/z dieier Perwn 
.rtamz’.“ 

A RT I KE L 1 o 
(I) Vergfitungmffir Arbez't oder perm'h/z'cbe 

Diemz‘e (eimcb/iefl/z‘c/J) der Vergfilmgen fir 
die Amz'ibmg ez'ne: freien Bemfe: um! der 
T itzgkez't a]: Aufrit/ytxraz‘smitglied), die eine 
flalfirlz‘cbe P671071 wit Wobmz'tz in der Bandw— 

' 

republik auflerlm/b tier Vereiflzgten Simian 
leixtez‘, mind in den Verez'm'gz‘m Simian .rfeuer- 
befrez'z‘. 

(2) Vergfiz‘uflgen fiir Arliez't oder perxé‘n/i— 
t/ye Diemz‘e (eimc/J/z'efl/z'cb der Vergz’ilmgen 
fz‘ir die Amz'ibtmg einex freien Berufe: and dear 
T iz'z‘zgkeit a]: Aufxitbtxmtxmz'tglied), die eifle 
nalfirlz'tlye Pemn mi! Wolmg‘z‘z in der Bandw- 
republz'k in den Vereinégten Staaten leixm‘, .rimz’ 
in den Vereifligtm Staaz‘m .rteuerhg’reiz‘, WM; 
21) die Pemn .rz'c/y in den Vereimgten Staaten 

imgemmt nit/92‘ linger a]: 1 83 T age wibrem] 
eiim Steuerjabre: auf/Jd‘ll, 

5.16 

b) die Arbez't oder perxfinlz'cben Diemte auf 
' Grand eifle: Arbez'twerbfilmiym oder cine; 
Vertrage: wit einer natfirlz'dyen Perm” mil 
Wobmitz in der Bundesrepub/z‘k oder mil 
einer damn/yen Gesel/J'tbaft ge/ez'stet werden 
und die Vergfitung mm dieser Permit oder 
Gale/[caft getmgen wird um! 

c) die Vergz‘ilmg nit/11‘ mm einer Beiriebytz‘itte 
getragen wird, die diexe Perxon oder Gem/1- 
.rcbaft in den Verez'm'gz‘en Staatm hat. 
(3) Vergfiz‘ungmfiir Arbeil oder perxdn/icbe 

Diemfe (eimcblz’efllitb tier Vergfituflgenffir die 
Amfibung einesfreien Bemfl’: und der T dtzgkeiz‘ 
a]: Atyfxicbtxratxmiz‘glied), die sine Pemn wit 
Wobmz'tz in den Vereimgfen Staaten auflerbalb 
der Bundexrepublik lezktet, :z'mz' in der Bufldm— 
repub/ik .rteuerbdreit. 

(4) Vergfituflgeflfiir Arbez'z‘ oder perxé’nlirbe 
Diemfe (eimtbliefi/itb der Vergfitungenffir die 
Amiibung einexfreim Berufex und der T itzgkez't 
a]; AWz‘cbtJrats'tg/z’ed), die cine Pemn wit 
Wobm'z'tz in den Verez'mglefl Stmzten in der 
Bundesrepz/blz'k leixtet, Jifld in der Bundexrepu- 
blié xteuerbey’reit, 12mm 
a) die Pemn :z'cb in der Bufldexrepublz‘k imge- 

mm! m'tbt linger ab 1 8 3 T age zudbrend 
eine: Steulery'a/arw aqiilt, 
die Arlm'z‘ oder perséh/itben Diemte auf 
Grand aim: Arbez'twerbiz‘lz‘niue; oder sine; 
Vernex miz‘ eifler Perxon wit Wobmz‘tz in 
den Verez'nigtm Simian oder mitv ez'mr 
ameri/éaniytbm Ké'rperxr/Jafz‘ oder einem 
anderen amerikaflixcbm Recbtxtra‘zger ge- 
lein‘et warden zmd die Vergt’itmg yon dimer 
Pena” oder Ké'rperxcbafz‘ oder dieyem unde— 

v rm Recbz‘n‘ra'ger getragen win] and. 
c) die Vergz‘iz‘n m'tbz‘ mm 'ez'mr Betrz'ebxta'fle 

getmgen win], die dime Person oder Ké’rper- 
ubafz‘ oder diexer andere Recblxtrizger in der 
Bufldexrepubli/é bat.“ 

13) 

ARTIKEL 1 I 

(1)21) Lo'7me, Gabi/fer um! iz'bn/z'tbe Ver— 
gfiz‘uflgen .mwz'e Rubegebd’lter, die die Ver-

I
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eimgtm Staaten, ibre Staatefl, Territorien 
oder Cebietxké'rperubafz‘efl an natfirlirbe 
Persona” aufler dawn/Jen Staatmngebfirzgm 
gable”, .rz'ml in der Bundexrqbub/ik .rteuer- 
befreit. ' 

b) Lfibne, Gebiz'lter mid ibnlzcbe Vergz‘itungen 
sou/z}: Rubegebi/ter, die die Bundexrepublik, 
die Linden Gemez'nden 'oa'er cine i/Jrer 

o‘fieflt/irlzret/Jt/it/Jm Rentenamtaltm an Ila- 
tfirlitbe Permmm aufler Staafmngebirzgen 
der Vereiniglen Siaaten und aufler "attir- 
lz'cben Personefl, damn die Eiflreixe in die 
Vereinigtm Staalen zur Crunching cine: 
:td‘ndz‘gen Wobmiz‘ze: gestattet warden zlrt, 

gable” .rz'nd in den Vereimgten Simian 
.rteuerbefreit. 

c) Rubegebd‘lter, Reflten and andere Betrz‘zge, 
' die einer der Vertragxtaaten under ez'ne 

juristiu/Je'Perxon do: (Went/Mam Rubi: 
dime; Staaiex a]: Vergz’itung fz'ir einen 
Scbadm {ab/t, der a]: Falge 12m Kriegx- 
bandlungen oder polilixc/Jer Verfolgzmg ent— 
Jtamlen iii, .rz'ml in dem anderen Siaat .rteuer: 
bg’reit.

_ 

d) Simie dies” Abmtze: umfaflt der Be- 
grzflnRu/Jegebiz‘lter“ amb Bertie”, die an im 
Rubwtand befind/z'rbe givile Angebfirzge deJ' 
b‘fleflt/iaben Diemz‘eygeza/Jlt warden. 

(2) Private Rubegebi/Ier zmd private Leila- 
rentm, die cine natfir/it/Je Permit wit Wobmz'tz 
in einem der Vertragn‘aaten am Quel/en inner: 
balk dc: anderen Mate: beziebt, J'ifld in dem 
ana’eren Stan! .rteuerbqfrez'z‘. 

(3) Unter dent in dim»! Artikel yew/ende- 
ten Begrzfi ,,Ru/Jegebiz‘lz‘er” .rz'ml regelmz’zflig 

V 
wiederkebrende Vergfiz‘ungm zu vents/Jen, die 
im Hinb/z'ck auf gelez'fiete Diemte oder gum 
Amgleicb erlittener Personemc/addm gezab/i 
warden. \ 

(4) Der in dime”! Artikel verwendete Be? 
grzfl ,,Leibrenten“ bedeutet bartz'mmz‘e Betrizge, 
die rege/mdflig an fatten T erminm auf Lebem- 
gait oder wd'brend einer bestimmtm Anzabl yon 
jabrm auf Gru‘nd éiner Verpflitbtung {ablbar 

mind, die dim Za/lmgm a]; Gegenleistung ft'ir 
eine in Geld oder G's/dawn! erbmcbte ange— 
meuene Leixtung vorxie/zt. “ - 

ARTIKEL 12 

Bin Hochschullehrer oder Lehrer mit 
Wohnsitz in einem der Vertragstaaten, der 
sich voriibergehend fiir héchstens zwei 
Jahré zu Unterrichtszwecken an einer 
Universitit, einem College, ciner Schule 
Oder anderen Lehranstalt des anderen 
Staates aufhéilt, ist in dem anderen Staat 
von der Steuer auf die Einkiinfte aus 
dies'er Lehrtiitigkeit wihrend des genann- 
ten Zeitraums befreit. 

ARTI KEL I 3 

(I) Eine Person mit Wohnsitz in einem 
der Vertragstaaten, die sich ausschlieBlich 
2115 Student an einer Universitéit, cinem" 
College, ein‘er Schule'oder anderen Lehr- 
anstalt in den.) anderen Staat vorfiberge- 
hend aufhéilt, ist von der Steuer dcs ande- 
ren Staates auf Uberweisungen aus dem 
Ausland ffit Studienkosten und Unterhalt 

' 

befreit. 
. (2) Ein Lehrling (in der Bundesgepublik 
einschliefilich der- Volontéire und Prakti— 
kanten)’ mit Wohnsitz in einem- der Ver-r 
tragstaaten, der sich‘voriibergehend in 
dcm anderen Staat ausschliefilich zum 
Erwerb geschiftlicher oder technischer 
Erfahrungen aufhéilt, ist von der Steuer 
des anderen Staates auberweisungen aus 
dem ‘Ausland ffir Studienkosten und Un- 
terhalt befreit. 

(3) Eine Person mit Wohnsitz in cinem- 
der Vertragstaaten, die eincn ZuschuB, 
Unterhaltsbetrag oder einen Preis von 
ciner religiésen, mildtitigcn, wissenschaft- 
lichen, literarischen oder pfidagogischen, 
nicht auf Gewinnerzielung gerichteten 
Organisation erhilt, ist von der Steuer des A 

517
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anderen Staétes auf derartigé Zahlungen 
dieser Organisationen (auBer Vergfitungen 
ffir persénliche Dienstleistungen) befreit. 

(4) Eine Person mit Wohnsitz in einem 
der Vertragstaaten, die ein Angestellter 
eines Unternehmens dieses Staates oder 
ciner der in Absatz 3 genannten Organisa- 
tionen ist und die sich voriibergehend fiir 
eincn Zeitraum von nicht mehr als einem 
Jahr’in dem anderen Staat ausschlieBlich 
zu dem Zweck aufhilt, technische, be- 
rufliche oder geschiftliche Erfahrungen 
von cincr anderen Person als diesem Un- 
ternehmen Oder dieser Organisation zu 
erwerben, ist in dem anderen Staat von der 
Steuer auf Vergfitungen aus dem Ausland, 
die von dem erstgenanntcn Unternchmen 
oder dcr erstgenannten Organisation ge- 
zahlt wcrden, befreit, wenn ihre jéhrliche 

’ Vergiitung ffir Dienstleistungen ohne 
Rficksicht darauf, W0 sic geleistet warden, 
I o 000 Dollar nicht fibersteigt. 

ARTIKEL I4 
- (1) Dividendcn und Zinsen, die cine 
deutsche Gesellschaft zahlt (auBer wenn sic 
gleichzeitig cine amerikanische Kérper- 
schaft ist), sind in den Vereinigten Staaten 
steuerbefreit, wenn der Empfiinger ein 
Auslinder ohne Wohnsitz in den Ver- 
einigten Staaten oder cine ausliindische 
Kérperschaft ist. ‘ 

(2) Dividenden und Zinsen, die cine 
amerikanische Kérperschaft zahlt, sind in 
der Bundesrcpublick steuerbefreit, wenn 
act Empfz‘inger in der Bundesrepublik 
keinen Wohnsitz hat oder keine deutsche 
Gesellschaft ist. 

ARTIKEL 14a 
Fiir die Steuern vom Vermégen gilt 

folgendes: ’ 

(1) D4: in Artikel 9 gem/mic Vermo'gen 
kamz in dem Vertragxtaat bexteu'erf werdm, in 
dem diam Vermbgen liegt. 
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(z) Vorbeba/t/itb de: Abmtze: 3 kamz 
Vermo'gen, da: {ti eifler Betrz‘ebxtitte eine: 
Untemebmem ez'fle: der Vertragytaatm tat- 
.rd‘c/l'cb gebé'rt, mi! Amnabme day in Abmz‘g I 

bezeicbnefen Vermo‘gem, ‘2'” dem Sfaat bexteuert 
warden, in dem die B efrz‘ebxta'fle ge/egen in. 

(3) Seextbz'flevund Luflfa/Jrzeuge cine: Un- 
teme/JI/zem eine: der Vertragn‘aaten mm’ day 
dem Betrieh dimer Seen/rifle oder Lufffabr— 
zeuge dieneflde Vermégefl, wit Aumabme de: 
in Ablatz I bezeicbneten Vermo‘gem, .rind in 
dem aflderen Staaz‘ .rz‘euerbflreif. 

(4) a) Al/e anderen Vermbgemtei/e ez'ner 

natz'irlicben Perm” wit Wobmz‘z‘z in der Bun— 
dexrepublz'k oder einer deumbén Gexellubaft 
Jim! in den Vereim‘gtm Staatm .rz‘euerbefrez't. 
b) Al/e anderen Vermo'gemtei/e einer Permn 
wit Wobmiz‘z in den Verez'm'gten Siaaierz, 
eifler amerikafliM/yefl Kdrperubaft oder eilm 
anderen amerikanz‘u/Jm Retbtxtm‘gerx .rz'nd in 
der Bundexrepub/ik euerbqfreiz‘.“ 

ARTIKEL 15 
(I) Eine Doppelbcsteuerung ist in der 

folgenden Weise zu vermeiden: 
a) 3432' der Fextxetzuflg der Steuer der Ver- 
eim‘gten Staaten dz'irfm die Verez'mgz‘en Staaz‘m 
uflgeacbtet anderer Varubriftm diexex Abkom- 
men; bei ilm’n StaaIJange/Jé‘rigm, den Perxofleiz 
wit Wobmz'fz in den Verez'm'gten Sfaaten Md 
amerikaniu/Jen Ké'rperubaften alle Bin/€077]- 
memtez'le, die nab den amerikafliscbw Slayer- 
gesetzm .rteuerpflflbtzg .rz‘mz', .m in die Be— 
mexmngxgmnd/age dimer Steuer einbeziebefl, alJ' 
.rei diam Abkommen m'tbt anzuwefldefl. Die 
Vereim'gten Staaten rec/men aber bez‘ ibren 
Siaaz‘mngebfirzgen, Perxonen m‘it Wolmxilz in 
den Vereimgtm Staaten zmd amerikafliubw 
Ko‘iperJt/Jaftén auf die Steuer der Vereinigten 
Staaten den Betrag der <gem/alter: Stet/er der 
Bundexrepub/ik all, mit Am‘mzbme der Ver- 
mo'gemteuer und der nitht flack dem Gewerbe— 
ertrag her/1655mm Gewerbexteuer. Der angu- 
recbrzende Betrag bemz’flt sic/7 mull der Hike der
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gezablten Steuer der Bufldexrepublik, (Iarf 
aber den T ez'l der Steuer der Verez'mgten Statute” 
nitbt fiberxteigefl, der dem Verbiz’ltniy der Ein- 
kz’inffe am Que/[en inner/MM der Bundexrepu- 
blik zu den gemmten Einkz'inften entxpricbt. 
Balm" bextebt Eiflverxz‘z'z‘ndm': darfiber, (Ia/f die 
Bundexrepub/ik auf Grand diam Artikel: in 
bezug auf die Slayer der Bundexrepyblik die in: 
Internal Revenue Code gefora’erte Vorazmet— 
{1mg der Gegemeitigzéeiz‘ (ximz'lar credit requi- 
remenl) erfz'i/li. 
b) I. Bez' eilzer natfir/z'c/Jefl Perm” wit Wolm- 
:iz‘z in der Bufldeyrepuhlik zmd eimr deutulyen 
Gem/[ubaft wim’ die Steuer der Bundexrepuh/z‘k 
wiefa/gtfextgexetzl: 
(aa) Von der Bemeuungsgmndlage der Slayer 

der Bundwrepub/ik warden die Einkzirgfte 
' am Que/Zen inner/ml]? der Verez'mgten Stua- 
ten and die imer/m/h der Vereimgz‘efl Staaz‘en 
ge/egmm Vermo'gemteile amgeflommen, die 
flat/J dime”; Abkommen in den Vereinzgten 
Staatm mkbt xteuerbefrez'txind, ex widen”, dafl 
Buc/Htabe (bb) anzuu/endm in‘. Die Bun- 
desrepuh/z'k behalf aber dd: Rat/1t, die auf 
dime Weixe amgmommmen Einkfiflfte 102d 
Vermo'gemtei/e bei der Fextxez‘zuflg dc: 
Steuermtze: {u berfitksitbtigm. Bei Bin; 
,éiinften aw Diuidenden in Satg I jedotb mtr 
auf die Dividenden anzuwenden, die flack dam 
Rubi der Vereinégz‘m Staatm :teuerpflz'cbtzg 
Jim! and einer deutycbm Kapz‘talgewl/u/mft 
mm einer amerikam’xc/Jm Ké'rperu/mft ge- 
zab/t warden, dereh .rz‘immlaerecbtzgte Anlez'le 
{a mindexteni 25 vom Huflderz‘ der erxtge- 
narmtm Gael/“1751f! unwittelbargebfiren; 

Von der Bemexmngxgmfldlage der Steuer 
der Bufldexrepub/ik wera'efl .ebmfal/x -Be- 
lei/zguflgm amgmommen, deren Diuidefldm 
flack dam uorbergebendefl Satz van der Stet/er— 
bemm‘uflgxgrtmdlage amgeflommen .rz'mz' oder 
'bez’ Zalzlung amgmze/Jmen wire”. 

(bb) Die Steuer a’er Vereim'gten Slaaten, die 
mob den amerikanixt/Jen Gem‘zen um! in 
Ubereimtimmung mil diexem’ Ahéommm 

van den nacbxtebendm Einkfinften {u entricb- 
ten ixt, win! auf die tater der Bufldelrepu- 
blz'k 210m Einkovimefl angeretbnet, die .erbo- 
be” wira' #071 
i) den nit/1t Miter Bucbxtahe (ad) fallenden 

Dividendm; 
ii) den Lé'lmw, Gebd'lz‘em, Rubegebfi/tem 

um! z‘z‘lmlz'c/Jen Vergz'itungm, die die Ver- 
' eimgten Single”, 27m: Stanten, T erriforz'en 
oder Gehielxké'rperu/mftm {ab/m um! 
die flat/J Arti/ée/ XI Abmtz I But/J- 
:tabe a van der Steuer der Bufldexrepublik 
fiitbl befrez‘t .rz'nd. 
Der anzureclmende Betrag darf den Tei/ 

der Stet/er der Bundesrepublz‘k 711't iiber- 

V Hagen, der dew Vgrba'z‘lz‘ni: diéxer Einkz'infte 
zu den; Gemmz‘betrag der Einkfiflfte eni- 
.rpricbt. 

2. In“ eine natfirlz't/Jg Perm” in der Bandw— 
republz'k unbeubrd‘nkt .rz‘werpflicbtz'g and bat 
Jie {ugleic/J mob dam Steuerrec‘ljt der Ver- 
eim‘gten Staaten einm Wok/Nita in den 
Vereim'gten Staaten oder in‘ 1239 ein amerika- 
mire/yer Staatxangebirlger, 50 Art Nummer I 

Bucbxtabe (dd aufdz'ejmigm Einkfinfte am 
Quellm imzerbalb der Vereimgten Staaten 
um! dig/Mtge” in den Verez'm‘gten Staafen 
ge/egmm Vermo'gemtez'le aflzuwena’efl, die 
natb Nummer I But/35m?” (44) in der 
Buildexrepuh/ik dam: Jteuerbqfreit .rind, 

11mm die natz‘irlicbe Perxon, der die Ein- 
kz’i/zfte zuflieflen oder der die Vermo‘geflxteile 
ge/Jé’refl, weder flat/J dam Sleuerrecbt der Ver— 
ez'mgz‘m Staaten einen Wobmz‘tz in den

_ 

Verez'mgten Staaz‘en bat notb amerikalziulzer 
Staatmngebfiriger isz‘. Die anderen Ein- 
kz'infte and Verma‘gemteile wem’m in die 
Bemexmngsgrund/age der Sleuer der Bungle:- 
republz'k einbezogen, a]: .rez' dime: Ahkom- 
men nit/2t anzuwma'm. Dig Steuer der Ver- 
einzgten Staatefl mm diam anderen Einkinfi 
ten am Quel/en innerba/b der Verez'mgten 
Staaz‘en wird aher flat/J § 345 dex deutxben 
Eiizkommemz‘emrgesetzex in .reiner jeweilx 
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gfillzgm Pauling auf die Einkommemleuer 
der Bufldexrepub/z'k angereabnet.“ 

(2) Die Votschriften dieses Artikels be- 
riihren nicht die nach Artikel I I Absatz I 

dieses Abkommens gewfihrlcisteten Be- 
freiungen von den Steuern der Vereinigten 
Staaten Oder der Bundesrepublik. 

ARTIKEL I 521 

(I) Eine deumlje Gexellxcbaft oder Organi- 
Jation, die allucbliefllirb religio'ire, mildlitzge, 
wiuenIc/mfz‘lz’abe, erzie/Jeriube oder o'flenf/z'tbe 

Z wake veifolgt, zlrt in den Verez'mgten Staaz‘m 
:z‘euerbefrez'z‘, 12mm um! yowez‘z‘ Jie 
a) in der Bundwrepublik .n‘euerbefrez't z'n‘ and 
b) in den Vereim'gten Staaten J'temrbefreit 
wire, :ofem xie in den Vereimlgtm Staafm or- 
ganzlrz'erz‘ warden zmd amub/z’efl/z'rb dart tz‘z'tzg 

wire: 
(2) Effie amerikaniube Ké‘rperubafz‘ oder 

Organimtz'on, die auItliefl/it‘li re/zgio‘ke, mild— 
ta‘z‘tzige, wiuemcbafz‘lz'abe, erzz'eberiu/ye oder 
é'flem‘lz'tbe Zwenée verfolgt, in‘ in der Bandw- 
repztb/z'é :leuerbefrez't, 11mm and .rou/ez’t Jig 

a) in den Vereimgten Slaaz‘m .rz‘euerbefrez‘t zlrt 
zmd '

, 

b) in der Bundexrepub/ik .rteuerbefreiz‘ wire, 
.rofem :ie cine deutube Gexellxrbaft oder Orga— 
nimz‘z'on wire, die aztuc/J/iefl/icb in der Bum!“- 
republik liz'z‘zg m.“ 

ARTI KEL I 6 
,,(1) Die zmtiz'fldz'gm Bebb'rdeiz der Ver- 

tragxz‘aaten warden die Amét‘infle awtauuben, 
die mob den Steuergexetzm der beiderz Vertmg— 
.rtaaten berez'z‘gen‘e/lt warden ko'hnen and die 
notwmdzg :z'fldfz'ir die Durcbfiibrmg der Vor- 
Jcbriftm (12' em Abkommm: oderfz'ir die Ver- 
bz'ittmg 12M Hinterziebungm zmd derg/ez'tbw bei 
den unter diam Alnéommen falletzden Steuem. 
Alle .ro amgez‘awc/Jten Auxkfinfte Jind gebez'm— 
{aha/ten, dfirfm aber den Perxoflw (tin- 
e/iefl/icb Gericbz‘m oder Verwallungxbe— 
bfirdm) zugdflglicb gemacbt werden, die :z'rb mi! 
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der Veranlagung, Erbebung oa’er Einzz'ebzmg 
der unter diesey Abkommen fallenden Steuern 
oder einer damz't {ummmwbiz‘ngmdefl .rtraf- 

retbt/itben Veifolguflg liefauen. Amkfinfte, 
die irgendez'fl Handelh Ge;tba‘ft.r—, gewerb/i— 
die: ader Berufrge/Jez'wni: oder ein Gexrba‘fz‘y- 

fierfabrm oflenbaren wfirdefl, dfirfm m'cbt am- 
getamcbz‘ warden.“ ’ 

(2) cer der beiden Vertragstaaten 
darf ‘Steuern‘des anderen Staates wie seine 
eigenen Steuem insoweit einziehen, als 
darnit verhindert Witd, daB etwaige Steu- 
erbefreiungen - odcr ErmiBigungen des 
Steuersatzes, die der andere- Staat nach 
diesem Abkommen gewéihrt, Personen zu— 
gutc kommen, die auf diese Vergiinstigun- 
gen keinen Anspruch haben. 

(3) Die Vorschriften dieses Artikels 
dfirfen nicht dahin ausgelegt warden, daB 
sic einem der Vertragstaaten die Vet- 
pflichtung auferlegcn, Verwaltungsmafi- 
nahmen durchzuffihren, die von seinen 
Vorschriften oder von seiner Verwaltungs- 
praxis abweichen, Oder die seiner Sou- 
veréiqitit, Sicherheit Oder dem ordre 
public Widersprechen, Oder Angaben zu 
vermitteln, die weder auf Grund seiner 
eigenen noch auf Grund der Gesetzge- 
bung des ersuchenden Staates beschafft 
werden ké'mnen. 

ARTIKEL 1 7 
(I) Waist ein Sz‘euerpflicbtiger mac/J, dafl 

die Maflmzbmen der Steuerbebb'rdm der Ver- 
tragstaaten die Wirkuflg einer den Vor- 

‘ Nbrz'fz‘en diam: Abkowmem widerxprecbendm 
Doppelbeyteuerung babe” oder [when warden, 
.ro katm er Jez'rzen Fall dam Staat, dem er an- 
gebfirt oder in den: er wine): Wobmitz bat, 
ader, .rqfem e5 :icb um cine Gesellxtbaft oder 
zine Kb’rperxtbaft cine: der Vertragxtaaterz 
bande/t, diam/72 Staat unterbrez‘ten. Warden die 
Eiizweflduflgen dear Steuerpflic/Jtzgen a]: be- 
grfina’et crap/mt, so win! dié gilxtz'z‘na’zge Be-
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Mrdé a'e: angertgfenm Shale: amtreben, lit/J mit 
der guildndzgen Bebé'rde ale: anderen Staatex 
fiber cine Vermez'a’uflg dimer Doppelbexz‘euerung 
{u verstd'ndzgen. 
_ (2) Die {uxtdndz'gen Bebo‘Tdm der Vertrag— 
xtaaten ké’lmefl {yr Durc/Jffibrung dieJéx Ab- 
kommem' unmifle/bar miteinaflder uerkebrefl. 
Tretm Schwierigkeitm oder Zwez'fel bei der 
Aux/egung oder Aflwefldfillg dime: Abkommem 
oder [Jim'ic/Jt/itb Mine: Verbd‘ltniJm {[1 Ab- 
,éommen {wiuben einem der Vertragstaaz‘envmd 
anderen Staaz‘en auf, x0 bemz'iben .rz'cb die zu- 
Jtz‘z'rza'igen Bebb'rden, die Frage mé'glz‘tbxt Mime/l 
im Wage der Verxtz‘z‘ndzgung {u rage/n. 

(3) Inshexondere ké'mzen die {wtz'z'ndzgen Be- 
Mra'en der Vertragytaatm einamz’er komu/tie— 
rm, um dumb Verxtz'z'ndzgzmg, wen” méglicb, zu 
erreicbm, da/J’ - 

a) die gewerb/iahen Geu/irme cine”; Unter- 
nab/71m einex der Vertragxtaatm and ether in 
dem anderen Slaat gelegenm Betriebxtdtte fiber- 
ez'mtimmend zugerecbnet warden, 
b) die Gewimze {wire/Jen verbtmdwen Uflter- 
nebmefl mob Artikel 4 fiberez'mfimmefld aujfge— 
tei/t warden oder 

' 

c_) die Que/[e fz’ir befiimmz‘e Einéz'iflfle fiber- 
eifljtimmendfixggelegt wim’. 

Erzielerz die {mtindzgen Bebé'ra’m eine Jolt/1e 
Ventindzgmg, .ro wem’en die Vertragnfaatm 
die Steuern 12071 diexen Einkz‘inftm entmpretbmd 
der Verxtfindiguflg erbeben, erxtatz‘m oder an- 
rat/men.” 

ARTIKEL 18 ‘ 

. Die Vorschriften dieses Abkom- 
mens beriihren nicht das Recht auf andere 
oder zuséitzliche Befreiungen, die den di- 
plomatischen und konsularischen Beamten 
derzeit zustehcn Oder ihnen kiinftig einge— 
riiumt werden kénnten.

> 

(2) Dutch die Vorschriften dieses Ab- 
kommens werden die Ansprfiche auf Be— 
freiungen, Abzfige, Steuergutschriften 
oder andere Vergfinstigungen, die derzeit 

oder kfinftig dutch die Gesetze cines der 
Vertragstaaten oder dutch ein andetes Ab- 
kommen zwischen den Vertragstaatén beir 
der Steuerfestsetzung eingeriiumt warden, 
nicht beschrinkt.

\ 

(3) Den Staatsangehérigen cines der
' 

Vertragstaaten, die in dem anderen Staat 
ihren Wohnsitz haben, dfirfen dort nicht 
andere Oder héhere Steuefn finferlegt 
werden als den Staatsangehb'rigen dieses 
anderen Staates, die dort ihren Wohnsitz 
haben. Der in diesem Artikel verwendete 
Ausd1uck ,,Staatsangeh6rige“ umfaBt auch 
alle juristischen Personen, Personengesell— 
schaften (partnerships) und Vereinigun—

I 

gen, die néch dem in dem einen Oder ande- 
ten Vertragstaat geltenden Recht errichtet 
Oder organisiert sind. In diesem Artikel 
wgrden unter dem Ausdruck ,,Steuern“ 
Abgaben jeder Art oder Bezeichnung ver— 
standen ohne Rficksicht darauf, ob sie Ab— 
gaben des Bundes, der Staaten, Lander 
oder Gemeinden sind. 

' A R T I K E L I 9 
(I) Die zustéindigen Behérden der beiden 

Vertragstaaten ké‘mnen Richtlinien erlassen, 
die ftir die Anwendung dieses Abkommens 
im ihrem Staatsgebict erforderlich sind. 

(z) Zum ccke der Anwendung dieses 
Abkommens kénnen die zustfindigen B64 
hérden der beiden Vertragstaaten unmittel- 
bar miteinander verkehren. 

A RT I KEL z o 
(I) Dieses Abkommen ’ 

gilt auch 
V 

von ' 

dem in Artikel 21 Absatz I bezeichfieten 
Zeitpurikt ab fiir das Land Berlin, Wélches 
ffir die Zwecke dieses Abkommens nur die 
Gebicte umfaBt, fiber welche der Senat von 
Berlin hoheitliche Befugnisse ausfibt. 

(2) Die Gfiltigkeit dieses ~Abkommen5' 
ffir das Land Berlin im Sinne von Absatz 1' 

hingt davon ab, daB die Regierung der 
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Bundesrepublik Deutschland vorher der 
Regicrung der. Vereinigten Staaten von 
Amerika cine schriftliche Erklirung ab- 
gibt daB alle ffir die Anwendung dieses 
Abkommens in Berlin erforderlichen recht— 
lichen Voraussetzungen erffillt sind. 

(3) Bei der Anwendung disses Abkom— 
mens gemifi Absatz I und 2 dieses Artikels 
auf das Land Berlin gelten die Bezugnah- 
men in diesem Abkommen auf die Bundes- 
republik auch als Bezugnahmen auf das 
Land Berlin. 

ARTIKEL 21 
(I) Dicses Abkommen ist sobald Wie 

méglich zu ratifizieren und die Ratifika- 
tionsurkundcn sind sobald wie méglich in 
Bonn auszutauschen. Das Abkommen ist 
auf die Steuerjahre anzuwenden, die am 

oder nach dem ersten Januar des Kalender- , 

jahres beginnen, in dem der Austausch der 
Ratifikationsurkunden stattfindet. 

(z) Dieses Abkommen blcibt ffir einen 
Zeitraum von fiinf Jahren, beginnend mit 
dem Kalenderjahr, in dem der Austausch 
der Ratifikationsurkunden stattfindet, und 
nach Ablauf disses Zeitraums auf unbe- 
stimmte Zeit in Kraft, kann abet am Ende 
des Fiinfjahreszeitraums oder jederzeit 
danach von jedem der beiden Vertrag— 
staaten unter Einhaltung einer Frist von 
mindestens sechs Monaten gekiindigt 
weiden. Im Fall einer Kiindigung tritt das 
Abkommen fiir die Steuerjahre auBer 
Kraft, die am oder nach dem ersten Januar 
beginnen, der auf den Ablauf der sechs- 
monatigen Ki‘mdigungsfrist folgt. 

tion contained is kept up to date. 

ty and E.E.C.); ' 

(unilateral and treaty relief provisions). 

GUIDES TO EUROPEAN TAXATION 
Volume I : Taxation of Patent Royalties, Dividends, Interest in Europe 
This loose-leaf volume gives every tax (with basis and rates) levied on intercorporatc patent 
royalties, dividends and interest as each type of income flows from one European country 
to another, and to the United States and Canada. Supplied in a compact binder, this publica- 
tion is clearly laid out for quick reference. Supplements (sent airmail) ensure that the informa- 

Valume [1: Corporate Taxation in the Common Market 
This volume. by Dr. Albert J. Ridler, consists of four main sections: 
1. Surveys of corporate taxation in each of the EEC. countries; 
11. Transnational analysis of similarities and differences in national tax laws (corporate tax 

structure; tax liability; computation of profits; rates; etc.); 
Tax provisions in the European integration treaties (i.c., Benelux, Coal and Steel Commi- m. 

N. Present international tax law in EEG. cbuntries and its influence on harmonization 

INTERNATIONAL BUREAU OF FISCAL DOCUMENTATION, MUIDERPOORT, 
SARPHATISTRAAT 124, AMSTERDAM (c) — NETHERLANDS 

including binder s 30 
supplement Service by airmail for 19 6; $ I 5 

including binder 3 25 
.mpplement Service by airmail for 1515} $ I 5 
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I. BOOKS 
CANADA 
CANADIAN BUSINESS GUIDE, Bank of 
Nova Scotia, Toronto I, 44 King Street West, 
August 1965, pp. 78. 
This booklet includes a general outline of 

taxation‘ and other materials relevant to the‘ 
establishment of a Commercial enterprise or other 
investment in Canada. The respective chapters 
deal with: formation of enterprises; income 
taxes; incentive legislation; corporation law; 
special types of corporations; Inon resident cor— 
porations and individuals; tax agreements in 
general, and theyCanada-US and Canada-Germany 
tax treaties in particular; provincial income taxes; 
other provincial taxes; gift tax; estate and succes- 
sion dutigs; provincial succession duties; sundry 
federal taxes and duties; and some aspects of 
labour law. 

GERMANY 
HANDBUCH DER GmbH & 00., by Heme/— 

man, M., Kéln, Verlag Dr. Otto Schmidt KG, 
1965, June, 8th edition, pp. 252, DM 26.——. A handbook to the GmbH and Co., a specific 

type of business organization presently popular in 
Germany. The GmbH and Co. includes a limited 
company, a type of close corporation under 
German law, but no certificates of shares are issued 
and in general its annual ‘accounts need not be 
published. The limited ébmpmy is a corporation 
for tax purposes and a legal entity for commercial 
law purposes, like the French S.é.R.L. The 
limited company acts as one of the partners of a 
general partnership or as the active partner of a 
limited (sleeping) partnership. A partnership 
(general or limited) is not a legal entity for com- 
mercial law purposes and is not a corporation for 
tax law purposes: only the partners are subject to 
income tax, thus the GmbH and Co achieves a 
partnership status for tax purposes, but may 
effectively maintain limited liability since only the 
limited company need be generally liable for the 
debts of the GmbH and Co. ' The handbook 
provides a guide to specific commercial and tax 
problems. 

PASSIVIERUNGSPFLICHT ODER PASSI- 
VIERUNGSWAHLRECHT bei Pensionsver- 
pflichtungen? by Rutberzbetk, I ., Dfisseldorf, 
Verlagsbuchhandlung des Instituts der Witt- 
schaftsprfifer GmbH, 1965, pp. 193. / 
An analysis of the business and tax accounting 

of pension obligations which in addition includes 
a detailed bibliography on that subject. 

DIE VERANLAGUNG ZU KORPERSCHAFT-‘ 
STEUER FUR 1964, pp. 262, DM 9.80; 
DIE VERANLAGUNG ZUR GEWERBE- 
STEUER FUR 1964, pp. 170, DM 9.——; ‘

> 

DIE VERANLAGUNG ZUR UMSATZ- 
STEUER FUR 1964, 1965, pp. 344, DM 12.— 
Dfisscldorf, Verlagsbuchhandlung des Instituts 
der Wirtschaftspriifet GmbH, I 965 . 

These annually published guides may be useful 
to persons filing corporate income tax, business 
tax, or turnover tax returns. The full texts of the 
present law, its decrees and regulations, and 'of 
related law are included, but Without reference to 
court decisions and Without textual commentary. 

DIE STEUERRECHTLICHE BEHANDLUNG 
DES AUSSCHEIDENS eines lfistigen Gesell- 
schaften aus einer Personengesellschaft, by 
'Geizler, C. 
DIE STEUERRECHTLICHE BEHAND- 
LUNG DER VERSICHERUNGSVERTRE- 
TER, by Neugebauer, K. 
VERDECKTE GEWINNAUSSCHUTTUNG 
AN NICHTGESELLSCHAFTEN, by Halm- 
bimer, C. D. - 

Schriftenreihe des Instituts fur Steuerrecht der 
Universitét zu Kéln, Band 51, pp. 112, DM 
223—; Band 52, pp. x22, DM I7.—; Band 53, 
pp. 90, DM. 19.—. Dusseldorf, Verlagsbuch- 
handlung des Instituts der Wittschaftsptfifer 
GmbH, 1965 .

> 

Each of the three above studies concerns a. 

different and'rclatively narrow subject matter. 
The first deals with the complex commercial and 
tax problems that arise when a partner retires from 
a partnership other than for reasons of old-age or 
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disease and receives therefore compensation ex- 
Ceeding the market value of his share: 
The second undertakes to define the border be- 
tween the practice of a liberal profession and 
employment, especially with respect to the ac- 
tivities of insurance agents, the status of which 
may affect turnover tax, business tax and income' 
tax. 
The third deals with corporate distributions to 
persons others than shaxeholdets which distribu- 
tions are nonetheless considered to be distributions 
of profit for the purposes of corporate income tax 
law. The tax consequences for both the distributing 
corporation and the recipient are analyzed. 

NIEDERLASSUNGEN, ZWEIGBETRIEBE UND BETEILIGUNGEN IM AUSLAND, by 
Eartha/4y, K., G. Said/er and H. Willie/1);, Mi'm- 
>chen, Verlag Moderne Industrie, 1963. pp. 400, DM 36.—. 
A guide to German foreign investment which 

includes ,matetials on production and sales policy; 
corporate and partnership law in Western Europe, 
the United States and Canada; tax law in the 
above countries and the treatment of foreign 
source income in Germany. 

AKTIENRECHTSREFORM 1965, by Lehman, 
K. H., Mondoxrf, Titz Verlag GmbH, 1965. 
pp. 22 3. 
About one-fouxth of this booklet deals with the 

1965 corporation law reform. The remainder 
consists of the full texts of I) the act introducing 
the new commercial act pertaining to corporations 
and 2) the act itself, effective as of January I, 1966. 

DIE ZURUCKNAHME, ANDERUNG UND 
ERSETZUNG VON VERFUGUNGEN DER 
STEUERVERWALTUNGSBEHORDEN, by 
Wanner, L., Stuttgart, Schéfler und Co., GmbH, 
I 965 . 80 pp. 
Guide to the practical application of statutory 

and case law on the problem of whether, to what 
extent, and within What period of time the 
decisions of tax officials may be revoked, modified 
amended or replaced. 

ITALY 
LE DOPPIE IMPOSIZIONI FISCALI INTER- 
NAZIONALI, by Luigi Paola Spinam; published 
by L. di G. Pirola, Milano, 1963. 141 pp. 
This book contains the texts of all treaties 

concluded by Italy as of 1963 with respect to the 
avoidance of double taxation of income and 
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property, profits from shipping and air transport, 
and inheritances. 

L’IMPOSTA CEDOLARE E LA NUOVA 
DISCIPLINA DELLA NOMNATIVITA 
DEI TITOLI AZIONARI, — manuale pratico — 
by Pref. Rag. Franceuo Martinengbi; published by 
L. di G. Pirola, Milano, I 965 . 31d edition, 284 pp. 
Handbook on the tax withheld at source from 

dividends distributed by Italian and foreign 
corporations on registered and bearer shares. 
Special attention is paid to the new regime for the 
registration and other administrative require- 
ments for such shares". Appende‘d are a table of due 
dates by which time corporations must comply 
with the requisite formalities, texts of the relevant 
laws, and an index. 

IMPOSTA COMPLEMENTARE — Manuale pra- 
tico — con 1: pin) recenti disposizioni; by Prof. 
Rag. Francena Martinengbi; published by L. di 
G. Pirola, Milano, 1965. 7th edition, 225 pp. 
Handbook on the complementary income tax 

for individuals with recent regulations and case 
law. Appendcd are a bibliography and index. 

L’IMPOSTA FABRICATI E LE ESENSIONI — 
manual: pratico — by Prof. 'Rag. Frameno 
Marlinengbi; published by L. di G. Pitola, Mi- 
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